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Energy-Debt Nexus 

Crude oil and its products constitute the largest single commodity 
group in India's import bill. Yet the potential benefits from greater 
efficiency in the use of oil have not been explored so far in 
investigations of what has caused India’s debt problem and in 
discussion of how to prevent further large borrowings in the 
internatrsftutfTcapital market. An investigation of the savings in oil 
that can be made in the 1990$ if a suitable strategy is 
^smitilfedniow and an evaluation of the foreign exchange gains 
, frtjRklhoy savings. 1401 

l^ej^ncal Economy of Drought 

*' and famine, one of the calamitous features of (he colonial 

A period, continue to be a recurrent experience in Maharashtra even after 
* four decades of planned development. Answers to why this should be so 
have to be searched for within the framework of Maharashtra's 
political economy in general and the power structures and regional 
imbalances that have sprung from the growth process. 1421 


Debt to Service Debt 

What this year's meeting of the 
Aid India Consortium and the 
specific pattern of aid offered by 
the aid-givers bring out is that 
from using aid for development 
India has now moved to using it 
mainly for servicing its large 
and growing external debt. 1369 

India De-constructed 

The centre has long ceased to 
hold, the stock market-cum-banks- 
cum-securities scandal clinches 
the point that liberalisation 
cannot be ordered to conform to 
preconceived notions. 

Liberalisation is a free-for-all. 

It is a grand theatre of the 
absurd, yet it is not. 1369 


Yugoslav Tragedy 

The disintegration of Yugoslavia is 
a tragedy at many levels: in terms 
of immediate victims and in 
economic and political terms. And 
in terms of international politics, 
the world community's ratification 
of the destruction of Yugoslavia 
may be seen as a cynical, ominous 
betrayal of any commitment to the 
development of democratic 
regimes in the formerly 
socialist countries. 1377 


State and Market 

The market is never totally free. 
The market cannot function 
without the state; and the pattern 
of development of the market 
would depend essentially on the 
nature of the state, the vested 
interests controlling state power, 
and the pulls and pressures 
exercised by different vested 
interest groups in regard to 
the functioning of the 
market system. 136S 


Patent Folly 

The Intellectual Property Rights 
regime that is being sought to be 
foisted on the third world in the 
form of the so-called Dunkel 
proposals is intended to permit 
manipulation and selective 
withholding not only of available 
technologies but also of biological 
material ranging from bacteria 
and improved breeds of 
animals to even foodgrains. 1374 


Bloodied Waters 

The interim award of the Cauvery 
Water Tribunal was followed by 
large-scale disturbances in 
Karnataka and Ihmil Nadu leading 
to loss of life and property. 

Report on an inquiry into 
these incidents. 1371 


Logic of Submission 

In the interiors of districts like 
Kalahandi and Koraput, one 
begins to get a glimpse of the 
reasons behind the tribals’ ‘culture 
of silence', their submissiveness 
to extreme exploitation. 1372 


Not Satanic 

Rushdie’s fiction raises interesting 
issues of belief and scepticism that 
are provocative certainly but not 
really blasphemous, unless one 
starts from the premise that the 
very shadow of a doubt on 
holiness is blasphemous. 1313 


Lasting Immunity 

The Universal Immunisation 
Programme in India has made an 
effort to make at least one vital 
service to the mother and child 
accessible and affordable: Those 
concerned with public health must 
now think of the various issues 
of the sustainability of 
the UIP. 1431 









LETTERS TO EDITOR 


Consequences of Mega 
Projects 

SEVERAL controversial projects like 
Tehri, Sardar Sarovar and Suvarnarekha 
have reached a crucial stage. A final deci¬ 
sion on these projects cannot ignore the 
following aspects of the experience of 
most of the previous dam projects. 

(1) The magnitude of adverse social and 
ecological effects not only in submergence 
zones but also in other affected areas is 
very high in several cases. 

(2) The promised irrigation, flood control 
and electricity benefits turned out to be 
exaggerated. 

(3) The risk of dam failures remains a 
significant factor despite continuing im¬ 
provement in construction technology. 

(4) The wider socio-economic conditions 
in which the construction of targe dam 
projects was undertaken at several places 
led 'o a chain of distortions in the 
development path whose source could be 
traced to the gigantic river projects. 

Admittedly dams should continue to 
play a limited but useful role in irrigation, 
electricity generation and flood-control. 
The opposition is not to large dams per 
se but to the problems associated with big 
projects. 

,(i) Large-scale displacement is involved 
and possibilities of satisfactory rehabilita¬ 
tion are remote. Have satisfactory ar¬ 
rangements for rehabilitation been made? 
Before this has it been carefully con¬ 
sidered if alternative projects which do not 
involve such huge displacement can 
achieve the same goals? The answer to 
both these questions is in the negative, 
(ii) The planning of these projects started 
much before the recent worldwide concern 
on satisfactory rehabilitation, information 
sharing, environment appraisal, catch¬ 
ment treatment and other factors. Social 
and environmental factors were not fully 
taken into consideration in approving the 
projects. In fact several of these facts have 
been studied only cursorily to fulfil a for¬ 
mality after the real decisions had already 
been taken. Hence planning for these pro¬ 
jects may be made to appear proper on 
paper but is, in fact, far from being so 
(rii) In the case of some projects, such as 
lehri, very important issues of safety are 
involved 

AH this is compounded by the fact that 
projects such as Naimada do not consist 
of one large dam but of a scries of large 
dams, each involving substantial social 
and environmental consequences The 


justification advanced for one project is 
that it has been on for a decade and it is 
not possible to go back on it now. .The 
justification for companion projects 
tomorrow will be that the first one having 
been completed it will not be possible to 
go back on the second, third and subse¬ 
quent stages now. Thus the whole process 
goes beyond the participation of the com 
munities who are going (o b? affected. 

Today there is a new-found, worldwide 
concern for the social and environmental 
aspects of large dams co-existing with 
giant, multistage projects which fail to 
incorporate and reflect these concerns in 
a satisfactory way. This is the situation not 
only in India but in several other coun¬ 
tries as well. To ensure that projects which 
are likely to affect a very large number of 
people and the environment in a big way 
are able to incorporate the latest informa¬ 
tion and thinking on social and ecological 
impact, it is necessary to draw up a list 
of such controversial projects for com¬ 
prehensive re-examination over a period 
of, say, about two years. It is also 
necessary that the projects which are still 
in the planning stage should fully incor¬ 
porate the safety, social and ecological 
aspects. 

Bharai Douka 

New Delhi. 

Gunther D Sontheimer 

GUNTHER D SONTHEIMER, Pro 
lessor of Indology at the Institute of 
South Asian Studies, Heidelberg Univer¬ 


sity, died recently in Germany at the age 
of 58. His untimely death greatly shocked 
and saddened his friends, associates and 
co-workers in the academic world. 
Sontheimer's main research was an ethno¬ 
graphic study of the Dhangar (shepherd) 
community in Maharashtra—its religion 
Reliefs embodied in the Cult o 
Khandoba-Viroba at Jejuri. Sontheimer 
spoke good Marathi and had a rappot 
with the community he studied as al 
sound ethnologists try to achieve but ver 
few do. 

A news report in the ‘Pune Plus’ sup¬ 
plement of The Times of India of June 
29 indicates that a deliberate process 
underway to attribute a special religious- 
mystical significance to his death in 
Germany which occurred on “Somavai 
Amavasya day, a festival day at Jejuri”. 
The news item also reports that “a pro¬ 
gramme of immersion of ashes of the pro 
fessor who was a regular visitor and 
devotee of Jejuri during his stay in Pune’ 
is being planned. 

This attempt to create a cult of per¬ 
sonality and deification shows the willing¬ 
ness of intellectuals and academics—, 
national and mtepnational— to use techni-, 
ques and methods utilised by the current 
political culture in India to create a 
popular power base 

Sontheimer’s colleagues and admirers 
might find more appropriate ways to com- 1 
memoratc the departed scholar. 

Pramod Kale 

Pune. 
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£arth Summit 


fHE most obvious conclusion to be reached on the 
1 ‘Earth Summit’ is that none of the agreements signed 
at Rio is going to make an iota of difference to the world’s 
K>r. One would then be tempted to dismiss the whole 
ircus as an irrelevant extravaganza. But that would 
■: ignoring the significant changes that are taking place 
• the global understanding of environment which in 
u(rn have an impact On ongoing people’s struggles 
everywhere. 

The triumph of the Earth Summit, if one may put it 
that way, was the successful rejection of the attempt to 
'resent the environmental crisis as an overall, human crisis 
;nconnected with the economic structures of capitalism. 
Whatever be the limited nature of the agreements reached, 
the link between ecological destruction and the nature of 
economic development has had to be accepted. And this 
has come about through a long process over the last two 
’.ecades. If in 1972 world capitalist forces had for the first 
ime recognised the ‘limits to growth’, the later 70s saw 
an increasing assault on the structures of growth from 
various quarters. Growing ecological protests and the 
Green Movement in the west on the one hand and the 
innumerable people’s movements in the third world which 
emerged around the issue of ecological destruction 
admittedly put considerable pressure on the ruling classes 
in the first world to accommodate these concerns. The 
Earth Summit represents the attempt by world capitalism 
to accommodate forces inimical to its development and 
put a rein on divisive tendencies within the broad con¬ 
sensus that has emerged in the last decade. 

It was inevitable that an understanding of environmen¬ 
tal degradation and how to prevent it should be in terms 
of the language of the market: maximum surplus for in¬ 
vestment. Thus the major debates centred not around the 
ources required to support global environmental efforts 
out on how much the north was willing to pay for clean¬ 
ing up. Given these financial controls, hidden and explicit. 


the fact that it is recognised that each country has the right 
to determine its own directions of growth and type of 
<1evelopraent in principle amounts to little more than 


-letoric 


Moreover, even while the summit agreed that poverty 


must be eradicated there was no acknowledgement of the 
fact that vast populations of even the employed in third 
world countries do not get a living wage (leave alone the 
unemployed). Even as they agreed that one aspect of 
ecological destruction is the rapid urbanisation and the 
resulting impoverishment which drives populations to use 
up natural resources too rapidly for regeneration to take 
place, there appears to be no clear perspective on review¬ 
ing the causes of this skewed growth. 

The summit has been criticised in some quarters for 
its lack of attention to population issues. While its general 
statements touch upon the subject and there is agreement 
that each country should devise appropriate demographic 
policies, population issues were kept out of the agenda 
because of pressure from certain interests, such as the 
Catholic church. It was indeed a relief that the myth of 
exploding numbers did not come to be viewed as the sole 
factor for all the earth’s ills. However, this has also meant 
a neglect of significant issues which should have been 
addressed. Some of these were in fact highlighted in the 
Women’s Agenda 21 which evolved at the women’s con¬ 
ference in Miami last year. A year-long effort succeeded 
in including these concerns in the summit agenda, but they 
obviously got sidelined. Among the missing items was the 
need to focus on women who are both users and the real 
sustainers of the environment in most third world coun¬ 
tries. Population growth to them is not a matter of 
numbers but implies the lack of freedom for determin¬ 
ing the size of their families. Sustainable development 
would need to encompass the right to reproductive health, 
and to a satisfying and adequate livelihood for themselves 
and their children. The Women’s Agenda also pointed out 
that whatever the specific issues—preserving biodiversity, 
the climate treaty or protecting forest wealth—they could 
only be understood and dealt with in the context of the 
nature of development. And it is these trends in develop¬ 
ment which adversely affect vulnerable populations at all 
levels—the third world in global terms, the poor in these 
countries and, among the poor, women and children— 
which must be altered. The ‘clean-up’ approach will make 
not for sustainable development but a permanent process 
of picking up the pieces after the event. 


■f 
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BHILAI WORKERS 

Mounting Repression 

THE assault on the working class appears 
to have no limits. Even if the finance 
minister has not quite managed to imple¬ 
ment the government’s cherished exit 
policy, the BJP government in Madhya 
Pradesh has compensated for this lapse 
by taking recourse to barbaric methods. 
On September 28. 1991 had come the first 
notable event under Sunderlal Patwa’s 
mediocre 29-monlh rule—the assassina¬ 
tion of trade unionist Shankar Guha 
Niyogi, suspected to have been carried out 
at the behest of Bhilai industrialists. These 
industrialists have had no difficulty in 
obtaining the government's protection and 
ihough the investigation of the assassina¬ 
tion was handed over to the CBI no one 
has been implicated. While a few ritual 
arrests have been made, the case has made 
no real headway. And now, on July I, 
police opened fire on a 5,000-strong group 
of agitating Chhatisgarh Mukti Morcha 
(CMM) workers who were assembled on 
the rail tracks ir front of the Bhilai power 
house It is the government's claim that 
16 persons died in the firing. CMM ac¬ 
tivists speaking from hospital beds assert 
that the death toll is far higher. Eye¬ 
witnesses allege that soon after the firing, 
the bodies of those killed in the firing were 
carted away in trucks by policemen on the 
instructions of senior police and district 
administration officials. 

Fact-finding teams which went to the 
state corroborate the CMM leadership’s 
claim that the firing was entirely un¬ 
provoked. In retrospect the unidentified 
miscreants who set fire to a police jeep at 
the CMM dharna surfaced very conve¬ 
niently for the district administration. 
Following the killing, the chief minister 
stuck to the routine that supposedly grief- 
stricken politicians adhere to. State 
industries minister, Kailash Joshi, whose 
partisan conduct had, in the first instance, 
been largely responsible for the incident, 
was despatched to Bhilai to look into the 
matter. A commission of enquiry was ap 
pointed which will either while away time 
in Bhopal or exonerate all concerned. If 
for a change the commission’s findings 
implicate anybody, the culprits can 
rest assured that its report will be 
suppressed. 

It is clear that the setting up of bogus 
commissions and the announcement of 
token ex gratia payments will not defuse 
tension in the Bhilai industrial complex. 
For one, the industrialists in the area are 
schooled in primitive ideas of resolving 
industrial contlict. This renders them 
more than ordinarily incapable of com¬ 
prehending an unconventional labour 
movement. Thus, for instance, the fairly 


successful anti-alcohol campaign by the 
CMM hit directly at the interests of the 
Kcdia group of distilleries. Besides the sus¬ 
tained movement for the abolition of con¬ 
tract labour invited the crudest forms of 
repression, culminating eventually in 
Niyogi’s murder. In their scheme of 
things, that was presumed to be sufficient 
to quell a troublesome labour force. But 
the CMM workers have a tradition of 
heroic stubbornness that the Bhilai 
industrialists and their government had 
not reckoned with. 

In March, workers, in order to press 
their demand for the abolition of contract 
labour, were to have taken up an agita¬ 
tional programme but were persuaded by 
Kailash Joshi to withdraw it, following a 
draft settlement worked out under the 
auspices of the district labour officials by 
which industrialists were to re-employ 
4,000 retrenched workers in batches. The 
industrialists however reneged on this 
commitment, necessitating the renewal of 
the CMM’s agitational programme. The 
‘dharna’ which was fired upon was part 
of a sequence of month-long mass pro¬ 
tests. The state labour minister Leela Ram 
Bhojwani failed to rectify matters. That 
it is not just administrative inefficiency 
that is responsible for the turn of events 
in the region over the last many years is 
fairly clear. The cover up provided by the 
administration to rogue industrialists has 
established just how thick t he connection 
between the BJP government and the 
industrialists is. One such industrialist, 
one of the prime accused in the Niyogi 
murder case, was allowed to escape from 
police custody after being arrested. 
Ordinarily factory owners are quite 
capable of handling routine ‘labour pro¬ 
blems’, as is evident from the fact that in 
the last two years alone over 14 workers 
have been killed in the industrial estates 
in Bhilai. However, when confronted by 
a concerted class action, the resources of 
the state are additionally deployed on the 
industrialists’ behalf. Class struggle 
becomes a law and order problem and the 
administration assumes responsibility for 
killing on behalf of capital. The BJP 
government is scarcely likely to admit this 
nor is the commission of enquiry about 
to establish the essential facts of class 
conflict. 

It is not just the BJP that is in the dock 
here. Central governments have in the past 
harassed state governments fot less. On 
this occasion, presented with valid reasons 
to censure the MP government, the cen¬ 
tre’s response has been almost lacka¬ 
daisical. Political parties have put in their 
customary protest; the centre could do no 
more than announce a miserly ex gratia 
payment of Rs 10,000. Significantly this 
announcement was made by V C Shukla, 


who hails from MP. Even the smallest oj 
portunity to make petty gains is obviousl 
not passed up. 

ELECTIONS 

Bad and Worse 

POLITICS, and life itself for that matt/ 
could have been much simpler if it invo 
ed a choice between good and bad or 
Unfortunately, there are many occasi 
when one is faced with a choice betwc 
bad and worse, sometimes even slight 
worse. The present commotion over 
chief election commissioner T N Seshs 
recent actions is a case in point. 

Opposition politicians have been v 
for Seshan’s head ever since the rounds 
the Lok Sabha and Vidhan Sabha c 
tions in May-June last year. They h 
been clamouring for his removal frorr 
present post, gracefully if possible, b; 
peachment if necessary. Prime minstei 
Narasimha Rao has been skilfully tern 
porising with this demand so far, but thii 
has now resurfaced with much greater in 
sistence after Seshan’s interventions in the 
process of the recent south Calcutu 
Vidhan Sabha by-election and the b : en- 
nial elections for the Rajya Sabha and .lie 
Vidhan Parishad from the Bihar s ate 
Vidhan Sabha constituency. 

In the former case Seshan had ordered 
repoll in 46 booths on the basis of c /fit- 
plaints of malpractices by the CPI(M), 
made by the Congress(I), BJP and some 
other smaller parties. In the latter case he 
has ordered fresh elections after canc 
ling the previous exercise in entirety. Ui 
both cases, he passed his orders after for¬ 
mal investigations and reports by office 1 
deputed by himself from New Delhi. 

All this had led to renewed and m< 
vigorous demands for his removal. A/ 
their disillusionment about the pri 
minister’s pliability in this affair, opposi¬ 
tion politicians have this time more 
categorically proposed steps for Seshan's 
impeachment. 

Judged by the accumulated evidence, 
Seshan's bias for the ruling party at the 
centre does not seem to be much in doubt. 
Yet, it is not easy for an objective observer 
to side with his critics insofar as his con¬ 
duct in the recent cases in Calcutta and 
Patna is concerned. There is enough 
ground, direct and indirect, to suspect 
misdemeanour on the part of some of the 
contesting parties in these polls. In Patna, 
the frequent unlawful entries of the Janata 
Dal chief minister and the Congressfl) o? 
position leader in the polling station am* 
the snatching of some ballot papers in 
their presence, and with their encourage¬ 
ment by implication, cannot be overlook¬ 
ed by any means. In Calcutta, on the otIf 
hand, the CPl(M)’s win by a margin 
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(tcariy90LOOO vot*i it highly suspect. On 
the two previoui occasions a much more 
established leader of the party had got a 
margin of four to six thousand only. Even 
luring the high anti-Congress wave of 
J77, the CPI{M)’s margin of victory was 
only about 8,000 votes. There is, besides, 
other evidence of this party’s obstruction 
to free poll this time as well as on some 
'ther occasions in the recent past. 

'Against this background, the chief elec- 
n commissioner's recent actions cannot 
^really faulted, even if one does not 
sget the fact that Scshan’s sensitive con¬ 
vince goes to sleep when similar miscon- 
1 takes place in the interest of a Con- 
sss candidate, say, as in the Andhra 
idesh constituency from where the 
me minister secured his record margin. 

‘ More importantly, partial or total repoll 
'a constituency, even if ordered 
ticiousJy, does not tamper with the 
‘ocratic process—it can at the worst 
, 4 inconvenience and embarrass some 
'pectyle or parties. But letting tampering 
with the electoral processes go scot-free 
may cause much greater harm to the body 
politic Hence between these two evils, 
choice must be made in favour of the 
former. 

F.sNCHAYATI RAJ 

Judiciary to Rescue 

CONGRESS(I) governments are never 
known for introducing any measures in 
the states they rule that may help the rural 
poor to be self-reliant. But they have a 
iculisur penchant for scuttling such 
?1 utary measures initiated by non- 
Congressf!) governments in states, once 
the Congressfl) returns to power there. In 
xrala, for instance; one of the first things 
! iat the Congressfl) did after taking over 
vis to close down the highly popular 
lilt literacy campaign that was undcr- 
. ten by the previous Left Front govern¬ 
ment there 

i Now in Karnataka, the redoubtable 
Congressfl) chief minister, S Bangarappa, 
has dealt a death blow to the panchayati 
raj institutions which were introduced by 
the previous Janata government there 
Instead of holding elections to the zilla 
parishads before the term of office of 
their elected members expired in January 
this year, the state government by a 
notification issued that month appointed 
an administrator for each zilla parishad 
for a period of one year straightway. Thus, 
after five years of experiment with an op¬ 
portunity to assert themselves in planning 
and development activities in their 
villages, the Karnataka rural poor now 
find themselves deprived of their right to 
reconstitute their zilla parishads through 
ejections and watch helplessly a local-self 


government being turned into a mere local 
government run by a civil servant 
appointed by the government as ad¬ 
ministrator. Incidentally, it was only in 
1967 (during the Janata regime) that these 
villagers after a lapse of about nine years, 
had a chance to elect their local self- 
government bodies under a new act—the 
Karnataka zilla parishads, Ifciuk Pan- 
chayat Sami t is, Mandal Panchayats and 
Nyaya Panchayats Act, 1983, which again 
was enacted by the Janata government. It 
is interesting to note that in Congress- 
ruled states, panchayat elections are rarely 
held, or even when held, take place at long 
intervals. The Constitution Seventy- 
Second Amendment Bill in its statement 
of objects and reasons states that the pan¬ 
chayati raj institutions have not been able 
to acquire the status and dignity of viable 
and responsive people’s bodies due to 
various reasons, one of which is the 
absence of regular elections. Funnily 
enough the Karnataka government, justi¬ 
fying its decision not to hold elections to 
the zilla parishads, has fallen back on this 
same Constitution Seventy-Second 
Amendment Bill which was introduced in 
parliament in 1991, as an excuse. 

When, following the state government’s 
notification appointing administrators for 
the zilla parishads, the members of these 
bodies along with others went to the high 
court with a writ petition requesting it to 
direct the state government to hold and 
complete the elections on or before 
December 31, 1992, the state government 
told the court that the Constitution 
Seventy-Second Amendment Bill was yet 
to become a law. Once it becomes a law, 
the state act (relating to panchayat elec¬ 
tions) would have to be amended, only 
after which elections could be held. The 
implication that follows from this is that 
the elections can be shelved as long aathe 
amendment bill remains pending in 
parliament, thereby allowing the state- 
appointed bureaucrats to run the pan¬ 
chayati raj show. 

Happily, for a change, the judiciary has 
come to the rescue of the petitioners. The 
Karnataka High Court, in its judgment on 
the writ petition, sharply criticised the 
state government for not only delaying the 
election to the zilla parishads, but also for 
handing over the management of the pan¬ 
chayats to administrators instead of 
elected representatives. It found the state 


government’s action repugnant to the 
Constitution as well as to the intent and 
purposes of the Seventy-Second Amend¬ 
ment Bill currently before parliament, 
which wants to ensure that elected pan¬ 
chayats must function in ‘continuity’. It 
therefore directed that the state govern¬ 
ment should take all steps to “hold and 
complete the elections on or before 
December 31, 1992, so as to ensure that 
the elected representatives will take charge 
from the administrators on or before that 
date”. 

BJP 

lit True Colours 

THOSE who were taken in by the BJP 
and voted for it in the last elections should 
have now regained their senses to realise 
that the proponents of ‘Hindutva’ are 
no better or worse than the ‘pseudo- 
secularists' whom they abuse when it 
comes to running state governments. Fast 
on the heels of the Jat massacre of Jatavs 
in Kumher in Rajasthan has come the 
police killing of workers in Bhilai in 
Madhya Pradesh. In Himachal Pradesh 
the BJP government has resorted to the 
usual repressive measures against striking 
NGOs, provoking other state government 
employees to join the strike, thus stalling 
all administrative work. In Uttar Pradesh 
the voters are finding to their chagrin that 
the fiery slogans of the Ram Janmd- 
bhoomi ‘kar sevaks* butter no parsnips, 
as the prices of essential commodities go 
up without the administration making any 
effort to check the rise 
The much-touted theory of the BJP 
being a disciplined and monolithic party 
is also fast collapsing. The unseemly con¬ 
troversy over the vindictive smear cam¬ 
paign against the parry’s female MP, Uma 
Bharti, by a section of her own partymen 
in Madhya Pradesh exposes the petty 
personal squabbles that prevail over 
ideological commitment in the organisa¬ 
tion, as well as the moral delinquency of 
the provincial leaders. Even in the central 
leadership, tensions between the party’s 
president Murli Manohar Joshi and 
the party’s leader in the Lok Sabha 
L K Advani keep cropping up every now 
and then leading to the ridiculous spec¬ 
tacle of their talking at cross-purposes 
when making policy announcements. In 
almost all the states where the party is in 
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COMPANIES 


Bonanza for Unit-Holders 


Jairaj Kapadia 

THERE have been several unsavoury up¬ 
shots or the multicrore securities scam in¬ 
volving bankers and brokers. But there has 
been also one pleasant outcome—the 
preferential offer under Unit Scheme 1964 
announced by the Unit Trust of India to 
unit-holders as on June 30, 1992. The of¬ 
fer, which is open from July I to July 25, 
is at a concessional price of Rs 11.20 per 
unit, which represents a discount of 25 per 
cent over the UTI’s sale price of Rs 14.90 
for units 64 during the period July I to 15. 

Although the securities scam was most¬ 
ly in respect of the banks’ securities 
business, it was due to some part also on 
account of US-64 units. Besides, several 
companies with funds to spare had ar¬ 
ranged with banks for investment of their 
funds in US-64 units as companies have 
been doing at the close of U TI’s financial 
year in June in order to avail of the ad¬ 
vantage of tax benefit accruing on the 
dividend earned on the units. But follow¬ 
ing the scam and as there were no units 
around to complete the business, there 
was a scramble for units later in the month 
of May, before the UTI closed its transfer 
books. The rush this time round was so 
pronounced that the UTI was forced to 
slap a ceiling of Rs 5 crore on bulk pur¬ 
chases of units before the close of May. 
This limit was announced near that 
month’s end, on May 27. There were also 
reports that part of the buying was of ‘in¬ 
formed’ nature on the basis of expecta¬ 
tions of the UTI announcing a hike in the 
dividend on the units. As increased divi¬ 
dend also meant increase in the tax gain, 
the buying before the closure of transfer 
books was intensified. The expectations 
about the dividend were actually exceed¬ 
ed in the announcement of dividend by 
the UTI on June 25, as this was hiked by 
a very substantial margin from 19.5 per 
cent to 25 per cent per unit. 

However, whatever investments were 
made before May-end would now become 
available for sale, after the declaration of 
dividend. Expectations of units for resale 
were placed in the region of Rs 1,000 crore. 
It is because of these units coming in for 
sale that the UTI has announced along 
with the results the preferential offer 
of the Unit Scheme 1964 to unit-holders 
existing on June 30, 1992. 

Such an offer was not likely under 
US-64. And since it has been extended at 
a discount of 25 per cent on the regular 
sale price fixed by the UTI, it has come 
as the scam’s bonanza to the unit-holders. 
The UTI has not called the offer as a 


rights issue. Nor has the institution ex¬ 
plained why it is making a preferential 
issue to the existing unit-holders. But even 
as a ‘preferred’ issue, as one may call it, 
it brings some reward to long-standing in¬ 
vestors in US-64 units. 

• • • 

As the annual report of Century Enka 
for the year ended March 31, 1992 is now 
available, one finds the resu Its of the com¬ 
pany have come true to predictions of an 
adverse turn-out. The two other compa¬ 
nies in review, Hindustan Lever and Bata 
India, both of which arc in consumer seg¬ 
ments of strong buyers’ preferences, on 
the other hand, have fared exceedingly 
well during their financial years ended last 
December. The prospects of Century 
Enka are, nevertheless, reassuring. 

CENTURY ENKA 

Hit by Excise Hike 

Century Enka’s poor results were 
predicted in these columns in an earlier 
review of the company (March 28, p 618) 
as an inevitable outcome of the steep hike 
in excise duty on synthetic textiles in 1990. 
The downward revision came only in this 
year’s budget. The high excise, coupled 
with unremunerative prices, depressed the 
results for 1991-92. The excise duty on 
nylon and polyester filament yarns was 
reduced partially in the budget, along with 
a reduction in import duty on caprolac- 
tum, being the raw material, and this will 
help the company record improvement in 
its results this year. 

What is particularly assuring in respect 
of prospects, and which point the chair¬ 
man of the company, B K Birla, underlin¬ 
ed at the annual general meeting held in 
quick time after the results on June 29 in 
Calcutta, is that despite the poorer results 
Century Enka declared for the year 
1991-92 a total dividend of Rs 42 per 
share. Since Rs 18 as interim dividend 
covered also the share capital increased by 
the previous year’s 2:5 bonus, the aggre¬ 
gate dividend entailed a higher pay-out of 
Rs 977 lakh, exceeding the year’s profits 
and also the earnings per share, which it 
was possible to cover with the surplus pro¬ 
fits brought forward from the previous 
year. 

The company is proceeding with the se¬ 
cond phase expansion of its polyester yam 
capacity by 12,000 tonnes with an invest¬ 
ment of Rs 250 crore to be expended over 
the next two years at the Mahad unit in 
Raigarh district in Maharashtra. This is 


on top of the company completing the 
second phase expansion of its capacity for 
nylon industrial and tyre yarns based on 
state-of-the-art integrated SDW process at 
Bhosari, Pune, by the close of 1991. There 
has been some set-back in engineering 
plastics operations due to the levy of a 
heavy excise duty on PET bottle polymers. 
Meanwhile, work on the project for pro¬ 
duction of polymerisation initiators and 
alkylestcrs has been handed over to a new 
company called Centak Chemicals. 

A resolution at the annual general 
meeting sought shareholders* sanction for 
issue of Series VI non-convertible deben¬ 
tures for an aggregate amount of Rs 1,000 
lakh on a private placement basis to the 
UTI, the LIC and the GIC and its sub¬ 
sidiaries. At the dose of the year in March 
1992, loan funds recorded an increase 
from Rs 15,483 lakh in the aggregate to 
Rs 18,420 lakh. As the requirement of 
funds is being met with issue of non- 
convertible debentures, and that too, on 
a private placement basis with the institu¬ 
tions, the share capital is to remain con¬ 
tained, while payment of interest on 
debentures is to be out of profits before 
tax. 

HINDUSTAN LEVER 

Record Exports 

The most striking feature of Hindustan 
Lever’s 1991 results is the dividend pay¬ 
out of Rs 5,390 lakh, up by Rs 1,470 lakh 
from Rs 3,920 lakh for 1990. It amounts 
to 67.21 per cent of profits after tax. The 
dividend comprises interim dividend of 21 
per cent (20 per cent for 1990) and final 
dividend of 17.5 per cent (22 per cent), 
while the amount has swelled with an in¬ 
crease in share capital from Rs 9,332 lakh 
to Rs 13,999 lakh following a 1:2 bonus 
issue made during the year. With the 
bonus issue, the shareholding of Unilever 
PLC has gone up in number from 
4,75.95.552 in 1990 to 7,13,93,328 in 1991. 

CORRIGENDUM 

In the Balance Sheet as at close of 
business on March 31,1992 and the Pro¬ 
fit and Loss Account for the year end¬ 
ed March 31.1992 of the Indian branch 
of the Bank of Nova Scotia appearing 
on page 1348 of our issue dated June 
27, 1992, the name of the Bank im¬ 
mediately following the line ‘Per our 
report of even date attached to the Profit 
and Loss account’ should read as The 
Bank of Nova Scotia’ instead of ‘The 
Nova Scotia Bank Limited', as er¬ 
roneously printed. The mistake is 
regretted. 

Ed. 
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While all sections of the business 
achi-ved and exceeded the specific growth 
and profit targets, the personal products 
and soaps and detergents groups posted 
record volume growth with successsful in¬ 
troduction of several new products. Ex¬ 
ports registered an impressive growth, ear¬ 
nings in foreign exchange rising from Rs 
14,556 lakh to Rs 17,758 lakh, despite the 
turmoil in the erstwhile Soviet Union (a 
major market segment) and the reces¬ 
sionary conditions in parts of Europe and 
the United States. Inclusive of exports 
made by 100 per cent subsidiary Index- 
port, exports crossed the Rs 202 crore 
mark and set a record in the company’s 
60-year history. As a result, the company 
generated a positive balance of payment 
contribution of Rs 105.7 crore over and 
above its foreign exchange requirements 
for imports, dividends, etc, while in 
recognition of its impressive export per¬ 
formance over the last three years, the 
government conferred upon it the status 
of Star Trading House. 

New investments and acquisitions in¬ 
clude a seed processing plant with 5,000 
tonnes capacity installed at Hyderabad to 
start production for the 1992 kharif 
season, start-up of production of the pro¬ 
ject to manufacture refined glycerine and 
natural organic chemicals at Ihloja, pro¬ 
ject to be commissioned by end-1992 for 
upgradation and processing of oils at 
Dabgram, Jalpaiguri. and by mid-1993 for 
the production of fatty acids at Oral, the 
setting up of new plants at different places 
for production of toilet soaps besides a 
range of detergent actives, the success of 
the pilot plant leading to the decision to 
expand facilities for aquaculture catfish 
production and processing at Thanjavur, 
Tamil Nadu, and the signing of a business 
collaboration and buy-back agreement 
with Sawyer of Napa, California, to pro¬ 
duce wool-on-leather garments and wool- 
on-leather products as well as other 
leather products based on Indian leather 
for marketing by the company under 
Sawyer’s well known brand names. The 
project, located in Tfcmil Nadu, is likely 
to be implemented by early 1993, and at 
full production it will generate pCA 
exports of over Rs 60 crore. 

BATA INDIA 

Strong Marketing Effort 

Exports have been also Bata India’s 
area of concentration: exports of its own 
products increased during 1991 from 
Rs 1,329 lakh to Rs 1,570 lakh, while total 
foreign exchange earnings, including by 
way of merchandise exports, amounted to 
Rs 1,840 lakh against Rs 1,834 lakh in 
1990. New categories of merchandise for 
expons are being developed for the UK 


and other markets, while response to the 
company's products has been positive 
from buyers in the US, Scandinavia and 
the Middle East. Foreign shareholdings in 
Bata India by Leader A G Switzerland, 
amount to Rs 420 lakh in the paid-up 
share capital of Rs 1,050 lakh. With bet¬ 
ter results, the company increased the divi¬ 
dend from 10 per cent to 17.5 per cent, 
with the amount due to Leader A G in¬ 
creasing from Rs 31.50 lakh to Rs 47.25 
lakh. 

Expons apan, Bata India’s business 
needs a strong back-up of retail sales. The 
business is not only subject to strong con¬ 
sumer preferences and differing tastes, but 
as the directors point out in their report, 
being very urban-centric, it is also suscep¬ 
tible to disturbances of a political nature 
and in the law and order situation. That 
happened to be the case during the year 
in parts of the country prior to the last 
general election. In addition, prices of 
various raw materials increased, especially 
those of PVC and petroleum-based pro¬ 
ducts by 20 per cent and leather by 30 per 
cent. But the company kept consumers 
with it through several new strategies and 


aggressive sales promotion. Emphasis wu 
also laid on fuller utilisation of produc¬ 
tion capacity and a special wholeside ’pro¬ 
motional' brand was launched with con¬ 
siderable success. Apparel and accessories 
business introduced as a line extension of 
regular business further improved during 
the year and accounted for nearly II per 
cent of the year’s retail turnover. 

The profit before tax includes Rs 350 
lakh of capital gains on transfer of cer¬ 
tain properties to the wholly owned sub¬ 
sidiary, Bata Properties, by way of a 
scheme of arrangement under the Com¬ 
panies Act. The operating profit, exclud¬ 
ing real estate gains, doubled to Rs 1,011 
lakh from Rs 483 lakh in 1990. The com¬ 
pany augmented long-term resources for 
working capital requirements by obtaining 
a term loan of Rs 425 lakh in December 
1990 from the IFCi and negotiating in 
June 1991 an asset financing loan up to 
a limit of Rs 1,000 lakh with IDBI. Con¬ 
sent was obtained from the Controller of 
Capital Issues for issue of fresh 14 per cent 
non-convertible debentures to the extent 
of Rs 700 lakh on private placement basis 
and accordingly debentures worth Rs 350 
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Century Enka 

Hindustan Lever 

Bata India 

financial Indicators 

March 

1992 

March 

1991 

December December December 
1991 1990 1991 

December 

1990 

Income/expenses/profils 

Net sales 

35944 

33818 

150658 

123402 

38378 

33940 

Other income 

1136 

1008 

719 

598 

455 

579 

Ra« materials consumed 

20437 

18161 

101715 

81654 

21527 

18995 

Power and fuel 

3147 

2782 

4461 

3768 

803 

753 

Other manufacturing expenses 

2363 

2027 

1528 

1393 

653 

592 

labour cost 

1010 

909 

6279 

6802 

7618 

6856 

Other expenses 

1993 

1866 

19642 

15753 

5331 

4823 

Operating profits 

9169 

10337 

17752 

14630 

2901 

2500 

Interest charges 

227? 


2063 

1831 

1260 

1273 

Gross profits 

6894 

tin 

15689 

12799 

1641 

1227 

Depreciation 

4624 

4267 

1919 

1725 

280 

247 

Profits before lax 

2270 

4304 

13770 

11074 

1361 

980 

lax provision 

I57J 

1909 

5750 

5200 

490 

185 

Profits after tax 

697 

2395. 

8020 

5874 

871 

795 

Dividends 

983® 

980“ 

5390 

3920 

184 

105 

l. lobilmrs/assets 

Paid up capital 

2368 c 

2371 d 

13999 

9J32 

1050 

1050 

Reserves and surplus 

15261 

15922 

15111 

16206 

3334 

2647 

Long term loans 

9568 

12097 

5337 

5771 

3203 

2222 

Short term loans 

8852 

3746 

11138 

10136 

3527 

3252 

Other liabilities 

11268 

10448 

35483 

26007 

5754 

5679 

Gross fixed assets 

$1818 

45942 

33050 

, 30250 

5520 

5222 

Accumulated depreciation 

22062 

17504 

13696 

12331 

3330 

3104 

Inventories 

10914 

9630 

4*962 

35611 

9767 

9027 

Of which finished goods 

5424 

5245 

17447 

15999 

7996 

7306 

Receivables 

6590 

5788 

8227 

4994 

1212 

749 

Loans and advances 

6855 

7024 

7542 

7547 

1719 

1754 

Cash and bank balances 

94 

266 

3158 

529 

268 

238 

Investments 

623 

525 

760 

852 

889 

527 

Other assets 

70 

97 

2 

1 

823 

437 

Total liabilities/asseis 

55174 

52040 

81067 

67452 

16868 

14850 

Kev financial ratios 

Turnover ratio 

065 

065 

1 86 

1.83 

2.28 

2.29 

Return on sales 

1918 

25.34 

10.41 

10.37 

4.28 

3 62 

Return on investment^ 

12.50 

16.47 

19 45 

18.97 

9.73 

8.26 

Return on equity (®k) 

3.95 

13.09 

27.55 

2300 

19.87 

21 50 

Laming per share 

29.97 

102.98 

5 73 

6 29 

8.29 

7.57 

Dividend (4k) 

42 

49 

38 50 

42 

17.50 

10 

Book value per share (Rs) 

758.04 

786.60 

20 79 

27 36 

41.75 

35.21 

Current market price 

3700 

— 

330 

— 

330 

— 

fVE ratio 

123.46 

— 

57 59 

- 

39.81 

- 


a Rs 5.98 lakh preference dividend, b Rs 6.15 lakh preference dividend, 
c Rs 42.50 lakh preference share capital d Rs 45 lakh preference share capital. 
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lakh were placed with SBI Mutual Fund 
redeemable in the 6th, 7th and 8th year 
in equal instalments. Negotiations were in 
progress with mutual funds for the plac¬ 
ing of the balance amount. 

tHERMAX 

Seed Processing Plants 

Thcrmax, Pune, and Cimbria Unigrain, 
Denmark, have come together to offer 
agro-based industries a whole range of 
modern and sophisticated processing and 
storage facilities which will help increase 
yield levels. Thcrmax will now be able to 
offer total turn-key seed processing plants 
for the First time in India for the fast 
growing hybrid seed market. Seed process¬ 
ing involves removal of all inert matter 
from the seed received after harvest while 
maintaining the viability of germination. 
A typical seed processing plant involves 
the use of seed pre-cleaners, graders, 
dryers, storage silos, gravity separators, 
treators, bagging, weighing and sealing 
equipment as well as material handling 
and conveying systems. With the addition 
of Cimbria’s line of products, Thcrmax, 
which already manufactures GIC storage 
silos, will now be offering complete silo 
systems. 

PEICO ELECTRONICS 

All~Round Improvement 

Feico Electronics and Electricals has 
recorded all-round improvement in the 
year ended March 31, 1992 with sales in-, 
creasing by 32 per cent from R$ 564.2 
crore to Rs 744.6 crore and profit, after 
charging depreciation and interest, nearly 
doubling from Rs 29.8 crore to Rs 58 
crore. All the divisions reported higher 
sales, while profitability improved with 
tighter cost control and better finance cost 
management. After providing Rs 36 crore 
for tax (1991, nil) and after taking into 
consideration the balance brought for¬ 
ward of Rs 73 lakh and release from in¬ 
vestment allowance reserve of Rs 60 lakh, 
the total amount available for appropria¬ 
tion is Rs 19.6 crore. The directors' have 
proposed a dividend of Rs 2 per share 
(1990-91, Rs 2), subject to tax, which will 
absorb Rs 6.7 crore. An amount of Rs 10 
crore is proposed to be transferred to 
general reserve, leaving a balance of 
Rs 2.97 crore as carry forward. 

STATE RANK OF HYDERABAD 

Growth with 
Diversification 

State Bank of Hyderabad has had a 
highly successful year maintaining its 


number one position among the seven 
associate banks of the State Bank of 
India. The bank’s deposits stood at 
Rs 3,064.78 crore; having recorded a 
growth of Rs 637J2 crore or 26.27 per 
cent, which was far higher than the all- 
scheduled commercial banks’ average of 
17.1 per cent. Advances at Rs 2,037.55 
crore increased by Rs 255.03 crore. The 
priority sector advances level of Rs 802.90 
crore constituted 42.13 per cent of ad¬ 
vances as against the norm of 40 per cent. 
The bank’s advances for promoting self- 
employment increased from Rs 45.67 
crore covering 23,637 beneficiaries as on 
March 31, 1991 to Rs 49.10 crore bene¬ 
fiting 25,349 beneficiaries as on March 31, 
1992. Under the Self-Employment for 
Urban Poor (SEPUP) programme, the 
bank had extended financial assistance of 
Rs 12.18 crore to 33,928 beneficiaries as 
on March 31, 1992. Advances under the 
differential rate of interest scheme 
amounted to Rs 16.65 crore benefiting 
57,000 persons. Assistance was provided 
under Integrated Rural Development Pro¬ 


gramme to 42,593 beneficiaries with an 
outlay of Rs 21.77 crore. Under the Ser¬ 
vice Area Approach, introduced in 1989, 
5,028 target and 4,019 non-target villages 
were allotted to the bank tb.be serviced 
by 483 rural and semi-urban branches and 
4,900 villages have already been covered 
by disbursal of credit. The bank has 
undertaken Lead Bank responsibilities in 
eight districts—seven in Andhra Pradesh 
and one in Karnataka. The bank’s export 
credit recorded a 26.85 per cent, growth at 
Rs 25.30 crore and stood at Rs 119.54 
crore at the end of March 1992. The net 
profit of the bank improved by 49.82 per 
cent from Rs 8.51 crore to Rs 12.75 crore. 
Plans for 1992-93, which is the Golden 
Jubilee year of the bank, include (i) a 
deposit budget of Rs 625 crore, (ii) open¬ 
ing of teller counters at all important cen¬ 
tres and upgrading of another 15 branches 
as ’model branches’, (iii) launching of 
‘Golden Jubilee Certificate Scheme’, (iv) 
opening of Merchant Banking Bureau at 
New Delhi and (v) starting of a Money 
Market Mutual Fund. 


IN THE CAPITAL MARKET 

Gujarat Ambuja 
Proteins 

Gujarat Ambuja Proteins, promoted 
by Vijay Kumar Gupta, is diversifying 
into manufacturing starches, liquid 
glucose, dextrose and sorbitol Iv setting 
up a maize processing plant with an an¬ 
nual installed capacity of 90,000 tonnes 
at Himatnagar, a notified backward area 
in Gujarat, at an estimated capital outlay 
of Rs 50 crore. lb finance in part this 
^•oject, the company is making a public 
issue of 8,85,00014 per cent secured fully 
convertible debentures of Rs 250 each at 
par totalling Rs 2^12-50 lakh. Out of the 
issue, 1,77,000 debentures are set apart 
for preferential allotment to the share¬ 
holders of group companies—Ambuja 
Foods, Ambuja Agro Industries and 
Ambuja Flour Mills—and SOfiOO deben¬ 
tures to the employees (including work¬ 
ing directors) of the company. Each 
debenture having a face value of Rs 250 
consists of two parts of Rs 125 each. Part 
A will be compulsorily and automatically 
converted into five equity shares of Rs 10 
each at a premium of Rs 15 per share six 
months from the date of allotment and 
Part B18 months from the date of allot¬ 
ment. According to Vijay Kumar Gupta, 
managing director, in 1993-94, when the 
maize processing plant will be in full 
operation, a turnover of Rs 180 crore is 
expected to be achieved. The issue opens 
on July 7. PNB Capital Services is the 
lead manager to tKe issue 


Nakoda Textile 
Industries 

Nakoda Ifextile Industries, promoted 
by Gumanlal P Shah and Babulal G Jain, 
proposes to expand terturising capacity 
from present 708 mt to 2,658 mt by ad¬ 
ding hi-tech draw texturising machines 
totalling 648 spindles and also to install¬ 
ed 420 mt per annum of draw twisting 
capacity to produce flat yarn at an 
estimated capital outlay of Rs 1,125 lakh, 
lb part finance this project, the company 
is entering the capital market on July 14 
with a public issue of II lakh 14 per cent 
fully convertible debentures of Rs 60 
each at par aggregating Rs 660 lakh. Out 
of this, 55,000 FCDs are reserved for 
preferential allotment to the employees 
of the company and 2,75,000 FCDs for 
non-resident Indians/persons of Indian 
origin residing abroad on repatriation 
basis. Rs 20 out of the {Me value of each 
FCD will be converted into equity shares 
of Rs 10 each at a premium of Rs 10 on 
the date of allotment. Balance Rs 40 will 
be converted into two equity shares of 
Rs 10 each at a premium of Rs 10 on the 
expiry of six months from the date of 
allotment. According to B G Jain, 
managing director of the company, a tur¬ 
nover of Rs 50 crore by 1992-93 is ex¬ 
pected to be achieved. The lead managers 
to the issue are Canbank Financial Ser¬ 
vices and V B Dcsai Financial Services. 

-JK 
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Calcutta Diary 

AM 


If the Union of India is not currently going through the process 
• of being destroyed, then is at least no question that it is being 
“de-constructcd’. The Constitution of India might have been then 
for four and a half decades, a dense thicket of formal procedures 
might still featun the daily schedule of administration, a prime 
minister might trot the globe, a president might end his tenun 
and be succeeded by a new one; the Union of India is nonetheless 
now all things to all men. Jacques Derrida and his arcane theory 
of ‘de-construction’ an thus having their vindication in an 
altogether strange context. 


THE resistance crumbled. At Chandigarh, 
in the University of Punjab, the militants 
finally have had their way: Punjabi, as 
written in the Gurumukhi script, the 
authorities have conceded, will henceforth 
be taught compulsorily in the university. 
In practically all respects, it is now the 
undisputed writ of the militants. They ask 
the farmers not to sell wheat over a cer¬ 
tain period, or below a certain price, to 
the government agencies; the farmers do 
as they are bid. The sarpanches are asked 
by the militants to resign from their of¬ 
ficial positions; the order is immediately 
complied with. The public are asked by 
the militants to withhold the payment of 
a number of taxes to the government; the 
taxes are not paid. 

Please cross over to Kashmir. There is 
a governor despatched from New Delhi, 
and the Indian army’s presence is ubi¬ 
quitous. But Kashmir has ceased to be 
India’s domain. It is the Kashmir Libera¬ 
tion Front which calls the shots. The 
women are asked to draw the veil over 
their face and body; the women at once 
do so. The Liberation Front decides to 
clamp a total curfew in the valley between 
such and such hours; not a stray dog is 
found to move in the open during those 
hours. Life goes on, civic and economic 
activities continue, but the manner in 
which these are pursued is determined by 
the decision-makers in the Front. 

Ate things any better in Assam—or the 
rest of the north-east? In Sicily, for long 
periods, if ordinary citizens wanted a 
chore to be done; such as ensuring that 
the pubescent daughter is not harassed by 
the roadside Romeos while she is on her 
way to the marketplace, or apprehending 
the felon who, keeps stealing the chicken, 
they would not go to the authorities or to 
the carabinieri, but to the maria. The 
carabinieri either could not care less for 
the enforcement of law and order, or 
would be incapable of it. Often they 
would take money from a family in 


exchange for the promise to restore to it 
a piece of land it had been unfairly 
dispossessed of or for tracing a close 
relative who was kidnapped; the promises 
would not however be honoured. The 
mafia too would take the money, but 
would see to it that the family’s prayer was 
granted. Similarly, in Assam at this 
moment, the formal administration has 
ceased to be the focal point of law en¬ 
forcement; the blare of official propagan¬ 
da notwithstanding, the state by and large 
continues to be under the total sway of 
ULFA insurgents, or, if you will, the ultras 
amongst them. They can raise at will a 
tribute from the shopkeepers or from the 
tea gardens; they can successfully order 
the people to stay indoors for forty-eight 
or seventy-two hours at a stretch; if only 
they let drop of a hint, their leaders are 
received by the state chief minister at 
Dispur or the union home minister in New 
Delhi much in the manner a visiting 
foreign dignitary would be received. 
Assam, as much as Punjab and Kashmir, 
is no longer much of a part of the Union 
of India. 

Should we move to Andhra Pradesh? 
In the central and northern stretches of 
the state, the factions of the People’s War 
Group maintain their grip. They can raid 
a bank or a post office, dynamite a bridge 
or a culvert, kill a couple of policemen, 
if they so wish. Further south, along the 
Ihmil Nadu-Kamataka border, it is the 
sovereign territory of Veerappan the 
timber hustler. The government of India, 
and/or the state governments are hardly 
of any relevance: 

Jacques Derrida and his arcane theory 
of ’de-construction’ are thus having their 
vindication in an altogether strange con¬ 
text. If the Union of India is not currently 
going through the process of being 
destroyed, there is at least no question that 
it is being ‘de-constructed’. The Constitu¬ 
tion of India might have been there for 
four and a half decades, a dense thicket 


of formal procedures.might still feature 
the daily schedule of administration, • 
prime minister might trot the globe; a 
president might end his tenure and be suc¬ 
ceeded by a new one; the Union of Inctia 
is nonetheless now all things to all men. 

It will be a mistake to try to make sense 
of Indian reality by looking into the core 
of what is supposed to be the ‘essence of 
facts’. Individual words and expressions 
have little to do any more with so-called 
objective reality. We do not even know, 
nobody indeed really knows, what con¬ 
stitutes objective reality. We continue to 
describe the polity—or the chaotic con¬ 
glomeration which, according to some 
claims, constitutes the polity—as the 
Union of India. But the militants in 
Punjab and Kashmir would define it one 
way, the ULFA in another way, while the 
revolutionaries in Andhra Pradesh, or 
those further south dreaming of a vague, 
romantic Ihmil Eelam, would have yet 
other ways of identifying the empirical 
correlates of India. That crank of a 
philosopher, hailing originally from El 
Biar, Algiers, is at last receiving the 
accolade which, his admirers are convinc¬ 
ed, had long been his due. The honoris 
causa degree from Cambridge is a piffle, 
the excitement relates to a specific political 
framework vividly exemplifying the 
essence of de-construction. Language 
works via the chain of expectations the 
user of the language sets in motion and 
which enjoins the listeners to defer the 
moment when they could decide on the 
meaning of a particular sentence or 
expression. The Union of I ndia has slip¬ 
ped into a similar universe of ‘deferment’. 
It is transitory, tentative and at the same 
time quite authoritative, what India means 
at a given moment; the meaning depends 
on the chain of expectations set up in a 
person’s mind, be that person an active 
political worker or a retired Comptroller 
and Auditor General or a share market 
broker or an aspiring leg spin bowler. 
Each one has his or her eye on the main 
chance; each one has a different inter¬ 
pretation of the ingredients of the main 
chance in the context of India 1992. 

It would be a horrendous mistake to 
assume this aspect of de-construction to 
be a fringe phenomenon. It is not. Con¬ 
sider the recent experience of Shabana 
Azmi. She is livid with anger. She was 
stopped from staging a play in Calcutta 
by a rowdy group of demonstrators on the 
ground that, in the course of a supposed 
interview to a film magazine; she had 
allegedly vilified Bengal’s departed latest 
idol, Satyajit Ray. Ray has been suc¬ 
cessfully de-constructed by the Calcutta 
hoodlums; he has provided them with a 
cause ceiebre. Shabana Azmi in her turn 
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was equally quicksilverish and spun a cou¬ 
ple of infant de-constructions. The 
slogan-shouting against her was master¬ 
minded by three councillors of the Cor¬ 
poration of Calcutta belonging to the 
Congressfl) party; they are certified sworn 
enemies of the Communist Party of India 
(Marxist). So what, as stated by Azmi, the 
incident revealed was the nature of goon- 
da raj in Wtest Bengal presided over by the 
CPI(M). The hoodlums may be disap¬ 
pointed that they have been tagged with 
a political ascription which is, to them, 
intensely distasteful. Little do they com¬ 
prehend that they are chance victims of 
Derrida. They have never heard of this 
Frenchman, nor are they likely to hear of 
him in future. No matter; Azmi has de¬ 
constructed their genuflections in a 
particular manner; they have no means of 
escape from the consequences of her 
assumptions. 

Or take the drama over t he by-election 
in the Ballygunge assembly constituency 
in Calcutta. The Left Front has one ver¬ 
sion of the chain of events; factions of the 
Congress(I) party have another set of 
interpretations, or feigned interpretations, 
or sets of them. The Chief Election Com- 
missionet too was obviously itching to get 
into the act; he instructed his minions to 
create another chain of experiences and 
therefore another chain of consequences. 
The pretext may be a by-election the result 
of which was temporarily aborted. It is 
however the denouement on which atten¬ 
tion should rivet, and which has nothing 
to do with the result of the poll. A single 
phenomenon gives rise to multiple chains 
of interpretations, pseudo-i nlerpretations 
and consequences, each independent of 
the others, each reposing on its own pride 
It is immaterial whether the votes inserted 
in tiie ballot boxes on June 8 were pristine¬ 
ly genuine or otherwise, or whether these 
were counted or burnt after a due inter¬ 
val of time; de-construction is king. 

The prosaically minded will see in all 
this the symptoms of a developing anar¬ 
chy. They will not be terribly original. In 
the twenties and the thirties, the pistol- 
toting Bengali patriots who would not 
mind dying a martyr’s death after having 
shot a British civil servant or a police 
ollicer were described as anarchists in 
official press notes. Ever since the idea 
was first articulated, anarchism has not 
in any case tacked either practitioners or 
philosophical defenders. If Proudhon is 
somewhat sufpect, it is still a long list of 
eminences from Bakunin and Kropotkin 
and Emma Goldman all the way to Daniel 
Cohn-Bendit. Some might even suggest 
that Sartre’s existential soliloquies, the 
assertion that both an individual and the 


universe encompassing him or her are dif¬ 
ferent from what they were a moment ago 
and that existence at any point of time is 
the outcome of a system of decisions, 
undertaken according to the free choice 
of x or y or z, thereby deciding the loca¬ 
tion of x, y or z in future, is about 
equally replete with dangerously anarchic 
thoughts. Freedom of choice can be, and, 
indeed in Sartre's own case, was whim¬ 
sical. He indulged in a smart sleight-of- 
hand though; his ‘being’, acting under the 
guise of free choice, was persuaded to em¬ 
brace a collectivist future. Such ancient 
history notwithstanding, one or two lat¬ 
ter day analysts might still dare to club 
Sartre with the de-constructionists. 
Perhaps he was a reluctant journeyman, 
but the overlap between the track he 
traversed and Derrida’s is not easily 
refutable, one must here defer not to the 
difference, rather to the seeming non¬ 
existence of any real difference. The 
debate could of course spill over to further 
logic-chopping, such as whether Sartre 
was a pre-Derridan or Derrida is a post- 
Sartrian. Is not that decision too, the en¬ 
thusiasts would chime m, an aspect of 
de-construction? 

Meanwhile, the Indian reality will con¬ 
tinue to reveal itself in diverse manifesta¬ 
tions, and the de-constructio riwalas will be 
having a field day. The centre has long ceas¬ 
ed to hold, the stock market-cum-banks- 
cum-securities scandal clinches the point 
that liberalisation cannot be ordered to 
conform to pre-conceived notions. Let my 
people free: assorted emancipators and 
would-be emancipators in history have 
mouthed this identical cliche. The concept 
of liberalisation itself has been success¬ 
fully de-constructed. You act according to 
your own free will; society's welfare, the 


liberation theologians will say, is going to 
be instantly optimised. The parallelism 
with the theory of de-construction is in¬ 
controvertible. It cannot be helped if my 
free will is different from yours. 1 have the 
freedom to expound this will in the light 
of my experience and sensitivity, just as 
1 have the right to interpret in my own 
manner any assemblage of words or ex¬ 
pressions. Liberalisation is a free-for-all; 
the finance minister cannot be faulted if 
he is not prepared to lose his sleep in case 
some bankers and politicians and honest 
crooks, interpreting the philosophy in 
their own way, play ducks and drakes with 
money which, in the final analysis, 
belongs to common citizens. It is a grand 
theatre of the absurd, yet it is not. It boils 
down to who interprets what and with 
what purpose in mind. The apology-of- 
a government in New Delhi systematically 
dismantles the public sector, gets rid of 
all industrial and trade controls, mulcts 
the poor to serve the rich, mulcts the 
nation as a whole in order to satisfy 
foreign predators, and calls the whole 
works a step towards the direction of 
socialism. Jacques Derrida will,to be sure, 
come to its rescue One good turn deserves 
another. Now that Cambridge has put the 
imprimatur of approval on this quaint 
quasi-thinker. New Delhi, rest assured, 
will not be far behind. Derrida is a dead 
certainty for next year's Indira Gandhi 
Award for International Understanding, 
accompanied by the thrusting of the 
inevitable Doctor of Literature, honoris 
causa, on behalf of both the University 
of Delhi and the Jawaharlal Nehru 
University. This could happen even if the 
Union of India gets de-constructed to the 
terminal state of comprising the capital 
city of New Delhi alone. 
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RANDOM REFLECTIONS 


Stale Intervention versus Free Market 

A run Ghosh 


The market is never totally free. The market cannot function 
without the state; and the pattern of development of the market 
would depend essentially on the nature of the state, the vested 
interests controlling state power, and the pulls and pressures 
exercised by different vested interest groups in regard to the 
functioning of the market system. 


IN recent years, one has been hearing a 
lot on the merits of ‘market orientation’ 
of the production structure, and therefore 
of the pattern of investment in the coun¬ 
try. Indeed, the very basis of the present 
economic policy framework of the govern¬ 
ment of India is premised on the superio¬ 
rity of a ‘market friendly’ approach to 
the ordering of all investments in the 
economy, the ‘market’ for purposes of the 
Eighth Plan being the world market. The 
collapse of the socialist economic system 
in eastern Europe—which had over time 
become over-centralised, with all invest¬ 
ment decisions being based on the percep¬ 
tions of a few bureaucratic party functio¬ 
naries—has led to an almost anarchic 
situation in many of these countries, with 
a newly emerging ‘mafia’ now controlling 
market prices. Indeed, the situation in 
many parts of eastern Europe today rein¬ 
forces the argument for state regulation 
of the market system, rather than for free 
enterprise. Of this, more presently. 

It is not necessary, in the present con¬ 
text, to go into the problem of ‘indivisi¬ 
bilities’, of the question of ‘lumpiness’ of 
most investments in infrastructure (which 
may deter the private investor from ven¬ 
turing into such areas), of ‘externalities’ 
which determine the pattern of private in¬ 
vestment. Where the Adam Smithian ‘in¬ 
visible hand’ operates, it functions only 
within certain boundaries. It is important 
to understand theSe boundaries if we are 
to understand the very nature of the 
market system and, therefore, if we are to 
temper the swing in favour of ‘market 
orientation’ of all investment decisions. 

Perhaps this lesson should not be dif¬ 
ficult to drive home in India at the pre¬ 
sent juncture. The recent stock market 
seam - which has led to a clear loss of 
"owards of Rs 3,000 crore to a few iden¬ 
tifiable financial institutions, and an ad¬ 
ditional loss pf an unknown amount to 
countless small investors—should alert us 
to the grave danger of trusting only the 
'enlightened self-interest' of all individuals 
to fashion the orderly functioning of the 
market system. (Of course, to the extent 
that there is no ’fraud’, by way of, say, fic¬ 
titious BRs being issued without the back¬ 


ing of securities, the present scandal is a 
typical example of what is known in 
economics as a zero sum game; only, in 
this instance, one man’s loss is exactly 
copnier-balanced by another man’s gain. 
Speculative gains and losses in the stock 
market must needs be balanced except to 
the extent that the financial portfolio 
reflects a change in the real economy. But 
let us not digress.) 

The brief point is that therejs nothing 
like ‘enlightened’ self-interest in the real 
world, in the absence of regulations which 
direct self-interest into clearly laid out 
channels. Indeed, the rules of the game 
apply as much to international trade as 
to internal exchanges; and the rules of the 
game are tilted entirely in favour of those 
who have ‘purchasing power—or in other 
words, within a country, in favour of those 
who control ‘assets’ and the disposition 
of the resources of the community; across 
national boundaries, in favour of those 
who possess the requisite clout, again, 
either in the form of control over resour¬ 
ces or in the form of power emanating 
from the barrel of the gun, as the brief 
Gulf war of mid-1990 exemplified r >> 
vividly. 

Let us face it: What is ‘market demand? 
Effective demand in economics is demand 
backed by purchasing power. To pyt it 
more crudely, if wishes were horses, beg¬ 
gars would ride So, effective demand has 
to be backed by purchasing power; and 
purchasing power comes from the owner¬ 
ship of assets and resources. The distribu¬ 
tion of the current social product also 
depends on control over the resources 
which generate the social product. You 
have the genesis of ‘market demand’ 
therein, by way of control over the distri¬ 
bution of the social product, through con¬ 
trol over the resources that lead to the 
generation of the social product. 

The ‘market friendly’ approach is there¬ 
fore nothing more, and nothing less, than 
an approach favouring the extant distribu¬ 
tion of income and wealth, the octant con¬ 
trol over the resources of a community. 

1 have been talking about control over 
the ‘resources’ of a community, which 
goes well beyond the concept of the distri¬ 


bution of income and wealth. What exactly 
do I mean by ‘control over resources*? 

Well, it so happens that resources used 
for the generation of the social product 
extend to, say, irrigation water and elec¬ 
tricity and other appurtenances for the 
farm economy, which are not necessarily 
available at a price to all. Availability of 
infrastructure depends very largely on the 
control—direct or indirect—over state 
power, over decision-making as to whether 
a large irrigation project should be located 
in Area A, or a large number of small pro¬ 
jects in Areas B, C and D; whether the 
railways should build a new line across a 
backward area in Madhya Pradesh or 
meet the ‘market demand’ for a third line 
over, say, the Bombay-Thane section; 
whether the location of. say, a railway 
coach factory should be at Kapurthala or 
at, say, Mungher; whether the distribution 
of fertilisers and high-yielding seed 
varieties should be concentrated in the 
irrigated areas of Punjab, Haryana and 
western Uttar Pradesh—where the larger 
landholdings with the availability of 
irrigation water may yield an immediate 
marketable surplus—or in other areas 
with almost equal potential (like, say, 
eastern UP and northern Bihar) where the 
additional output is likely to get first 
consumed locally, by the ill-fed small 
peasantry. 

Control over resources implies control 
over state power. This is all the more true 
today, with technological changes making 
for increasingly larger size of industrial 
projects. The derision to locate a refinery, 
a large petrochemical project, the cons¬ 
truction of a pipeline—and the area it 
: liould traverse—is ‘autonomous’, and is 
nui necessarily dictated by market de¬ 
mand. In any case, market demand, as we 
have seen, depends on the extant distribu¬ 
tion of income. 

Control over resources comes in another 
insidious—and rather unfortunate— 
manner. The supply of labour power is 
not quite free, much as we would like to 
imagine to the contrary. The distribution 
of landholdings determines to a considera¬ 
ble extent the supply of labour. The intro¬ 
duction of the capitalist form of agricul¬ 
ture in England—which was greatly assisted 
by the ‘Enclosure’ movement, thereby 
privatising common pastures—suddenly 
created a fund of landless labourers for 
employment in industry, which assisted 
the Industrial Revolution in England in 
the 18th and 19th centuries. In other 
societies, ‘serfdom’ and ‘bonded labour’ 
have provided cheap labour power to the 
landed gentry, who have thus managed to 
get control over a fundamentally basic 
resource, namely, labour power, in a com¬ 
munity. The tribals in India have long 
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lived on the resources or forests, without 
damaging forest wealth. The sudden na¬ 
tionalisation of forest wealth by the 
British—who wanted control over timber 
for ship-building as well as for the con¬ 
struction of railway track sleepers—led 
overnight to the alienation of the tribals 
from the resources they were habituated 
to using over centuries. 

Appropriation, or misappropriation, of 
the resources of a community has led to 
the concept of ‘riparian rights' of the peo¬ 
ple living downstream in the major river 
valleys. 

There can be no concept of ‘market de¬ 
mand’ in the matter of distribution of the 
waters of a river along itsViatural course. 
Even the hardiest exponents of the market 
system would accept the limits beyond 
which the market system cannot function, 
or even indicate the pattern of resource 
use. 

There are diverse other ways, in which 
the state plays an overwhelmingly impor¬ 
tant role in ordering the distribution of 
productive assets, and thereby the pattern 
of demand, and following therefrom the 
pattern of investment and of production, 
in an economy. Leave alone the special 
case of a planned economy like India, and 
consider a free market economy, and the 
role that the state plays in it in ‘arranging 1 
a market system, which encompasses— 
apart from the market for commodities— 
the market for labour, the market for 
capital, even the market for transport and 
communication services (which is essen¬ 
tially a part of the function of ‘trade' to 
provide, as part of marketing services). 

Tkke the example of the US than which 
no better instance of a free enterprise 
economy exists. Following the crash of the 
stock market in 1929, and the ensuing 
depression thereafter, the New Deal in¬ 
itiated by president Roosevelt was essen¬ 
tially a Keynesian remedy, involving direct 
intervention in (he labour market and in 
the matter of ‘autonomous’ investments. 
But part from this typically Keynesian 
state intervention in the functioning of the 
market, look at the history of US agricul¬ 
ture For as long as one can remember, the 
Commodity Credit Corporation has not 
only been intervening in the market for 
agricultural commodities directly—with 
support prices, large stock holding at the 
tax-payers’ cost, and subsidised exports 
under various guises including aid pro¬ 
grammes (like PL 480)—the US Depart¬ 
ment of Agriculture has been regulating 
the area sown, by giving a subsidy for the 
area not sown by the fanning households. 
The farm lobby, with the vote bank of 
‘Middle America’, has always had a pro¬ 
found influence on policy-making on 
Capitol Hill, and one need not recount the 
pernicious influence of the sugar lobby in 
the US. 

I make no.comment on the farm policy 
of the US except tb emphasise that the 


functipniog of the market is overwhelm¬ 
ingly influenced by the state and, there¬ 
fore; by the groups that wield state power. 
This manipulation of the market starts 
with markets at home, and extends to 
markets abroad according as the power of 
a state increases sufficiently to influence 
the international trade policies of other 
countries. 

I have referred earlier to the ‘regulation’ 
of the market. Two additional points need 
to be made in this context. First, our 
knowledge of market functioning is 
limited to economic systems wherein 
private property is legally defended. It is 
not inconceivable to envisage a market in 
a socialist economy (in the Oscar Lange- 
ian sense), but past experience has not 
been too happy in this regard. Of course, 
village communities even today in many 
tribal areas of the north-east have a form 
of primitive communism wherein land is 
communally owned and distributed an¬ 
nually by the village assembly to different 
families, the needs of orphans and the 
elderly and the sick being taken care of 
by the rest of the community. Exchange 
and distribution of products take place in 
such communities, but not as transactions 
between different individuals in a market. 
Thus, property relations are in a sense a 
prerequisite to the functioning of the 
market, together with certain ’rules of the 


game’. The moment we accept property 
relations as the starting point of the 
modern market economy, the ‘rules of the 
game* get specified. 

It is possible in theory to envisage a 
society where incomes are more or less 
equal; exchanges in the market in such a 
situation would be among equals. Even in 
such a society, the state has to play a 
‘facilitating’ role; and the creation of and 
control over money supply is one essen¬ 
tial requirement. 

But, in general, the process-of Capital 
accumulation in a capitalist society leads 
to increasing inequality in the distribution 
of income and wealth; and gradually, 
from a purely facilitating role, the state 
has to increasingly play a ‘regulatory role’ 
for the functioning of the market, lb an 
extent, there are positive aspects to the 
regulatory role of the state. For example, 
in the absence of proper regulation of the 
stock market we would see more of fraud 
and ‘scams’ of the type currently under 
investigation. 

But the regulation of markets goes well 
beyond what may again be described as 
the ‘facilitating’ role of the state, by stay¬ 
ing neutral, by ensuring fair-play, by mak¬ 
ing sure that the ‘rules of the game 1 are 
followed by all. Unfortunately, a political 
democracy does not necessarily ensure a 
democratic societv. As stated earlier, the 
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process of capitalist accumulation must 
necessarily lead to increasing inequality in 
the distribution of income and wealth. To 
an extent, an enlightened state attempts 
to reduce such inequalities through pro¬ 
gressive direct taxation, and through the 
provision of public goods to all and sun¬ 
dry, either free or at a highly concessional 
price. The supply of such public goods is 
not determined by the market forces. But 
the healthy development of any society 
depends on the increasing supply, to ail 
and sundry, of a vast array of public 
goods and services, either free or on con¬ 
cessional terms. 

The problem arises when powerful 
groups wilhin the state begin to question 
such non-market production activities, 
and yet want the powei of the state to 
bend the market to suit the interests of the 
vested interest groups. For example, in one 
framework of society, there may be pres¬ 
sure to create agencies like the t otnnuxlity 
Credit Corporation ol the US, with a view 
to achieving state intervention in the pro¬ 
cess of production and exchange. Even in 
a limited sense—and Irom the point of 
view of classical economics—-this can be 
taken as a distortion ol the market. As the 
farm lobby loses power, thete may arise 
pressure to dismantle the system, to get 
rid of schemes like the public distribution 
system in India, to eliminate input sub¬ 
sidies like those on fertilisers. And yet. the 
interest groups influencing state policy in 
this context—the large capitalist-manu¬ 
facturers—may warn rhe stale to assist by 
the creation of infrastructure facilities 
specifically required by them, and the pro¬ 
vision of highly subsidised urban facilities 
which are required by large-scale manu¬ 
facturers. At an intermediate stage, the lat¬ 
ter would also want the state to facilitate 
the supply of capital, for the capital 
market takes time to develop and, in the 
meantime, this need can be met in diverse 
ways by state owned/controlled agencies. 
Witness, in India, the role of the finan¬ 
cial institutions, and their lending at con¬ 
cessional rates of interest; the enormous 
sums spent by the state to provide civic 
and other facilities in metropolitan areas 
like Bombay, Delhi, and a host of other 
industrial areas. Witness the orchestrated 
opposition to any overt ‘subsidy’ given to, 
say, the handloom weaver (who cannot get 
working capital at less than 25 per cent, 
if that), when all manner of covert sub¬ 
sidies are given to the mill sector by way 
of concessional finance, free urban in¬ 
frastructure, and other facilities. 

The market, in brief, is never totally 
free. The market cannot function without 
the state; and the pattern of development 
of a market would depend essentially on 
the nature of the state, the vested interests 
eontrolling.state power, and the pulls and 
pressures exercised by different-vested in 
terest groups in regard to the functioning 



of the market system. 

This brief exposition of the nexus bet¬ 
ween the market and the state is not to 
decry the role of the market, or to sug¬ 
gest that the world should go back to 
primitive communism. The market doubt¬ 
less provides a convenient way for deter¬ 
mining the pattern of the social product, 
and therefore the pattern of investments 
that would result in a desirable social 
product. 

i have deliberately used the words 
‘social product’ rather than ‘national pro¬ 
duct’. In any society which claims to be 
progressive, there is need for a large array 
of ‘public goods’. The provision of educa¬ 
tion and health facilities to all may be 
cited as two on which most people would 
agree (though there are many advocates 
of entirely ‘private’ supply of education 
and health services). Likewise, in any pro¬ 
gressive society, there is need for ‘social 
security’; and in India, what is the mean¬ 
ing or content of social security without 
some form of employment guarantee (at 
a specified minimum wage) 7 

The moment we accept at least these 
three—and some may like to add other ac¬ 
tivities like, say. the public distribution 


system, targeted to the poor—as the res¬ 
ponsibility of the state, we define the 
boundaries of the functioning of the 
market system. In other words, we would 
advocate a form of “planning’, and not un¬ 
diluted reliance on the market system. 

But the provision of public goods and 
services—or the extension of state inter¬ 
vention in even the limited areas indi¬ 
cated—would call for not only positive in¬ 
tervention by the state in the functioning 
of the economic system, it would also re¬ 
quire the commandeering of a large part 
of the required resources from the com¬ 
munity. Again, in a progressive society, 
such resources are usually garnered from 
the more affluent sections of society; in 
fact, that is the only way the required 
resources can be garnered in a framework 
of relative price stability. 

To conclude, market signals are useful 
for patterning investments; but such 
signals can be relied on only in a generally 
egalitarian society. As the late Sukhamoy 
Chakravarty used to say, “the market is 
a very good servant, but a very bad 
master”. We frequently seem to forget this 
essential characteristic of the market in the 
medley of controversy among classical, 
nco-classdal and Marxian economists. 
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COMMENTARY 


NEW DELHI 

Aid Mainly for Debt-Servicing 

BM 


The Aid India Consortium meeting this year was an inquisition 
on the part of India’s creditors and a cynical exercise in 
disinformation by the Indian officials at Paris to mislead the 
country. 


THE attempt by the government headed 
by Narasimha Rao to stage some kind of 
a ‘celebration’ of the completion of one 
year of its existence cannot be said to have 
impressed many, including its supporters 
1 and apologists. There have been some 
conventional, very laboured, reviews in the 
media of the performance of the govern¬ 
ment to show that even though so much 
is amiss it has succeeded in “imparting an 
element of stability” to the Indian polity. 
How such a claim can pass muster is not 
easy to comprehend and what the self- 
styled political commentators mean by 
stability is difficult to appreciate in ths 
midst of the growing popular discontent 
which is beginning to get manifested in the 
protest actions of diverse sections of the 
people. What is suggested probably is that 
the minority government has lasted a 
whole year and has managed to ward off 
yet another early general election even as 
it has not hesitated to adopt policies in 
order, above all, to win the confidence of 
the country's foreign creditors and rally 
the support of vested interests within the 
country. The very idea of stability on 
this basis and attempts to perpetuate it 
are subversive of democratic norms and 
principles. 

There is indeed something perverse in 
the present government's attitude and ap¬ 
proach to the problems that the people are 
facing. Ihke, for instance, the strike of 
road transporters. In addition to admit¬ 
ting, rather eagerly, that the strike will 
strain supplies and prices of essential com¬ 
modities, the attempt of the government 
has been to pass on the problem to the 
state governments. It announced the 
abolition of octroi in the union territory 
of Delhi after the strike began. Why could 
not the problem of octroi or other road 
taxes be discussed with the state govern¬ 
ments or negotiated with the transporters 
earlier? 

Ihke; again, the position of foodgrain 
stocks, even as there has been so much 
talk of revamping the public distribution 
system. It will be after more than two 
decades that, in spite of the warning of 


sub-normal monsoon this year, the coun¬ 
try will be without sufficient stocks in the 
hands of the public authorities to tide ovpr 
the difficult period ahead in respect of 
supply and prices of foodgrains. The 
government is now frantically arranging 
import of foodgrains —a million tonnes 
have been arranged for from Canada- 
even while it has chosen to be indifferent 
to procurement from domestic production 
and allowed rich farmers and traders to 
collude and corner marketable surpluses 
under the spell of its market-friendly 
policies. Similarly, it has tried to be clever 
by half on the industrial relations front 
which is turning out to be stormy under 
the threat of retrenchment of a large 
number of workers in industry, especially 
public sector industry. The June 16 strike 
was a massive demonstration of protest 
against the government’s economic poli¬ 
cies and the attempt to show it to have 
been partial and claim that its ‘failure’ was 
an endorsement of the policies of the 
government has been unconvincing. 

When the government was formed a 
year ago, India’s credit-rating was placed 
in the low speculative grade. After a whole 
year of zealous efforts to propitiate the 
foreign creditors, the concerned interna¬ 
tional agencies have refused to improve 
India’s credit-rating. India is still unable 
to raise commcricaJ loans or attract direct 
foreign investment on which the govern¬ 
ment relies so much to promote economic 
growth—the many incentives and conces¬ 
sions and hectic lobbying notwithstan¬ 
ding. It is, therefore, still pathetically 
dependent on what is euphemistically call¬ 
ed ‘special financing facilities’ from inter¬ 
national financial institutions or bilateral 
loans from foreign governments, to main¬ 
tain a semblance of viability in balance 
of payments. The much-advertised im¬ 
provement in exchange reserves is, in fact, 
fictitious. The fact is that more foreign 
debt has been piled up in the last year and 
repayment obligations have further swell¬ 
ed. India is now unquestionably caught 
in the foreign debt trap and all escape 
routes are being blocked. 


There is indeed no scope for the govern* 
ment to avoid or evade the conditionalities 
that have already been accepted and put 
in place by the IMF/Wbrld Bank combine 
and the further ones that may be enforc¬ 
ed. This is really the meaning of the oft- 
repeated claim that the so-called economic 
reform programme of the government has 
become irreversible. The fact is that, as a 
year has passed by, there is less and less 
room for the government to manoeuvre 
in the face of the relentless pressure of the 
foreign creditors and the growing resis¬ 
tance of the mass of the people. These 
conditionalities are tending logically to 
outgrow the so-called new economic 
policies. They are acquiring more and 
more clearly political characteristics. The 
foreign creditors, their institutions and 
governments no longer find it necessary 
to be circumspect and are becoming stri¬ 
dent about their economic and political 
aims. 

Prime minister Narasimha Rao's visit 
to Japan testified to this. The meeting of 
the so-called Aid India Consortium at 
Paris this year has done the same. If till 
recently the US, inspired by the notion of 
being the only superpower after the col¬ 
lapse of the USSR, appeared to be asser¬ 
ting its hegemonistic position over India 
in a rough and ready fashion, Japan too 
found, as Germany had done earlier, the 
visit of the Indian prime minister a fit oc¬ 
casion to link financial credits and invest¬ 
ment proposals to political demands. The 
nuclear proliferation issue and India’s 
stand on the NPT clearly came up for 
scrutiny and adjustment in the course of 
his talks with the Japanese. The prime 
minister, on his part, was ready and eager 
to enter into direct business negotiations 
with executives of Japanese multinationals. 
That government leaders and senior ad¬ 
ministrators have directly to engage in lob¬ 
bying for financial credits and investments 
from multinational corporations is a 
pathetic admission of the poor bargain¬ 
ing position of the government of India 
in economic as well as political matters. 

What is really disconcerting are the 
facile notions that apparently guide 
India’s diplomatic efforts under the pre¬ 
sent political-administrative dispensation. 
It was fondly believed that the interna¬ 
tional agencies would upgrade India's 
credit rating merely because a so-called 
reform programme had been launched at 
the bidding of foreign creditors and India 
had used the IMF-World Bank credits and 
NRI deposits to rebuild its foreign ex¬ 
change reserves. But without domestic in¬ 
dustrial and agricultural production, sav- 
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ings and investment picking up, infla¬ 
tionary pressures cannot be brought under 
control nor can exports pick up. There can 
be no improvement in the credit-rating of 
the economy caught in the mire of stagfla¬ 
tion. The Aid India Consortium meeting 
this year was an inquisition on the part 
of India’s foreign creditors and a cynical 
exercise in disinformation by the Indian 
officials at Paris to mislead the country. 

The consortium is supposed to have 
pledged S 7.2 billion for 1992-93, an in¬ 
crease of about 7.5 per cent over the last 
year's figure. The truth is that there was 
a cut in the credits offered by the consor¬ 
tium members of as much as SI.I billion 
compared to last year. The figure of S 7.2 
billion was arrived at by a sleight of hand. 
The outstanding from the S 2.2 billion of 
stand-by credit sanctioned by the IMF last 
year was added to the credits offered by 
the members of the consortium headed by 
the World Bank. The IMF is not and never 
was a member of the consortium. The 
fundamental difference between develop¬ 
ment assistance and balance of payments 
support, which was tending in the course 
of the last 12 months to be blurred after 
the country was dragged into (he so-called 
structural adjustment programme by its 
foreign creditors, has now been oblite¬ 
rated. This marks a change of far-reaching 
implications. Foreign credits have now 
ceased to play any developmental role; 
they are meant only to enable India to ser¬ 
vice its outstanding debt. The leader of 
the official team at the consortium 
meeting, Montek Singh Ahluwalia, admit¬ 
ted this openly when he said that the 
credits which had been offered would 
assure ‘liquidity’ for India to meet its pay¬ 
ment obligations. 

The development credits pledged by the 
consortium members at Paris this year, 
while they have come down significantly 
from S 4.4 billion to S 3.8 billion, do not 
seem to have much of an IDA component. 
IDA credits, which have been the only 
proper concessional aid India has received 
over the years, have declined from a peak 
of S 1.5 billion in 1980 to S 700 million 
in 1988-89. World Bank managers have 
since been.talking of ‘graduating’ India 
out of the IDA. Has there been a further 
large cut in IDA credits for 1992-93 or 
have they been stopped altogether is not 
quite clear. But this component in the 
total credits offered has become insignifi¬ 
cant. The attention at the consortium 
meeting at Paris was on the utilisation of 
IDA credits already in the pipeline which 
are variously estimated to be S 10 to 12 
billion, suggesting that no new IDA 
credits with a token service charge and a 
30-year maturity period may be available 
this year. There is no mention at all of the 
IDA among the large number of financial 
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institutions represented at the consortium 
meeting this year. Significantly, the 
presence of 1FC, the other affiliate of the 
World Bank for promoting private invest¬ 
ment, was very prominent at the meeting. 

Much of what actually happened at the 
meeting of the western consortium at 
Paris and prior to that in the round of 
bilateral negotiations on aid to India, it 
seems, is being kept back as part of secret 
diplomacy. Tbngue-in-cheek certificates of 
good performance notwithstanding, the 
aid-givers have kept the Indian govern¬ 
ment on tenter hooks. Use more of the 
foreign aid in the pipeline and let new 
commitments be firmed up later in the 
light of socio-economic and political con¬ 
siderations is their way of dealing with the 
importunings of the government of India. 
This stands out in the sketchy reports from 
Paris about the close enquiry by members 
of the consortium into the performance 
of the government which extended to 
socio-political issues. The guidelines on 
which the consortium has asked the 
Indian government to make "further early 
and significant progress" do not limit 
themselves to demands such as to “unify 
the exchange rate" which can be read as 
full convertibility of the rupee and or to 
effect a further “decline the public expen¬ 
diture". In addition, the government was 
asked to speed up the “reform of finan¬ 
cial sector and tax system". Defence ex¬ 
penditure was locked into. The record on 
human rights and environment protection 
were questioned and it was made dear 
that a satisfactory response to these ques¬ 
tions would have a bearing on the negotia¬ 
tions for credits. 

The economic and political situation in 
the country is steadily deteriorating. Low 
procurement and rapid depletion of food- 
grain stocks, stagnant industrial produc¬ 
tion and sluggish exports indicate that in¬ 
flationary pressures are going to grow and 
employment shrink and government will 
have nothing in hand to relieve the distress 
of the mass of the people in the drought 
year. It is not surprising that mass discon¬ 
tent is growing and manifesting itself in 
a variety of ways and forms. Government 


leaders obsessed with the need to win the 
confidence of lenders and investors 
abroad are naturally unhappy that India’s 
credit-rating abroad has not been upgrad¬ 
ed. But it is probably not without reason 
that the international credit-rating Agen¬ 
cies have kept the Indian economy in the 
non-investment, speculative grade. The re¬ 
cent market boom and bust, after all, 
showed that the only achievement of the 
government’s economic policy and reform 
programme has been to create an environ¬ 
ment which has boosted speculative ac¬ 
tivity and that real entrepreneurship and 
productive activity are at a discount. 

The climax to the prevailing state of af¬ 
fairs and its political expression has come 
in the form of the cabinet expansion at 
the end of the first year of Narasimha 
Rao’s prime ministership. When his atten¬ 
tion was drawn to his commitment at the 
last session of the National Development 
Council that the council of ministers 
would not be large in size, his peculiar but 
wholly characteristic reply was that it was 
a temporary affair and had to be gone 
through to give representation to claimants 
in his party in some of the states. In any 
case, a meaningful reshuffle of the coun¬ 
cil of ministers seems no longer to rest 
with the prime minister; there are invisi¬ 
ble strings and guidelines which circum¬ 
scribe him and placements in the council 
of ministers too have to take into account 
the sensitivities of foreign creditors. Why, 
for instance, is the PM holding direct 
charge of the portfolios of industry and 
labour for so long? Can it be that 
Narasimha Rao has not been able to find 
anyone, like Manmohan Singh in the 
finance ministry or P Chidambaram in 
commerce, regarded as trustworthy 
enough by the foreign creditors to hold 
charge of the industry and labour port¬ 
folios? He has, therefore, been obliged to 
carry the burden himself as an earnest of 
his assurance that be that there will be no 
deviation from the tines as drawn up by 
the authors of the structural adjustment 
programme There is similarly much ex¬ 
cited talk about placements in the 
bureaucratic hierarchy. 
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Cauvery Water Dispute and 
State Violence 

P A Sebastian 

The interim award of the Cauvery Water Tribunal was followed 
by large-scale disturbances in Karnataka and Tamil Nadu leading 
to loss of life and property. A report on the inquiry into these 
incidents conducted by the Indian People's Human Rights 
Commission. 


IN the month of December 1991, there 
were public order disturbances on a large 
scale in Karnataka, and some stray inci¬ 
dents of the same nature in Tamil Nadu. 
The disturbances left devastation in its 
trail. About 1,00,000 people were violently 
uprooted from their homes and had to 
flee Karnataka to Thmil Nadu. Several 
people were killed or injured; several 
women were molested or raped, and pro¬ 
perties worth crores of rupees were dest¬ 
royed or looted. The immediate spark 
which set the tinder box on fire was the 
interim award pronounced by Cauvery 
Water Tribunal even though discontent 
and violence had been building up over 
a long period on account of socio-econo¬ 
mic and political reasons. 

The Indian People’s Human Righ’: 
Commission instituted a judicial tribunal 
consisting of Justice Tewatia, an ex-Chief 
Justice of the Calcutta High Court and 
Justice H Suresh, an ex-judge of the Bom¬ 
bay High Court to inquire into the violent 
incidents. The tribunal conducted its pro¬ 
ceedings from February 22 to 29, and 
recorded about 3,700 statements from af¬ 
fected persons. The tribunal sat at several 
places in both Karnataka and Thmil Nadu 
and took oral testimony from some of 
those who had submitted their statements. 
The judges also visited a number of places 
where violence and destruction occurred. 

Three stages are discernible in the 
violence: The first stage was in Bangalore 
and its suburbs, the second stage in 
Mysore and Mandya districts which are 
situated in the western ghats and the third 
stage in Thmil Nadu. In the first stage, the 
Karnataka government called a bandh on 
December 13, 1991, to protest the interim 
award. Justice Tkwatia and Justice Suresh 
state in their report; “It is on record that 
on the previous day in the city of Banga¬ 
lore the Rajkumar Fans Association took 
out a massive procession...there were some 
stray incidents of stone throwing and 
some acts of vjolence, but the police had 
not intervened at all. As a result, on the 
next day when the state government- 
called-bandh was sought to be enforced 
on the general public, it was by and large 
known to all anti-social elements that the 
state government would not intervene... 
This was the immediate cause for the 
large-scale violence and disturbances in 


the city of Bangalore and other nearby 
cities for the next three days. It also ap¬ 
pears that the state government announc¬ 
ed the closure of all schools and colleges 
for 10 days on 12th December 1991. There 
was no reason why the state government 
should have announced the closure of the 
educational institutions unless the govern¬ 
ment had in its mind the continuance of 
agitation beyond ordinary protest...” 

One Selvan stated before the tribunal 
that, “on the day of the incident about 10 
to 15 policemen came to his area. The 
police broke open the doors of various 
houses and beat up the people’’. He went 
to the hospital and told the doctor that 
he was assaulted by the police but the 
hospital did not report the matter to the 
authorities. According to a woman whose 
husband died in the violence “the police 
took her husband’s body to the Victoria 
Hospital and they themselves buried the 
body. The police neither recorded her 
statement nor registered a case in that 
regard. She herself was beaten and her 
daughter was also beaten by the police. 
After a month or so, when she approach¬ 
ed the police commissioner and complain¬ 
ed to him about this incident, the police 
commissioner told her that she would not 
get any compensation if she complained 
that the police had beaten hetf All the 
complainants were unanimously of the 
view that the police either participated ac¬ 
tively in the riots or instigated, or colluded 
with, the rioters. There were also allega¬ 
tions that the anti-social elements were 
provided with the KSRTC buses and 
police vans to facilitate their violence 
against innocents. 

The riots in the second stage stretched 
over December 24, 25, 26 and 27, 1991. 
Mysore and Mandya, the border districts 
of Karnataka bore the brunt. Unlike in 
Bangalore where the poor living in the 
slums were attacked and looted, in these 
districts farm houses owned by Thmilians 
were attacked and plundered. Rumours 
were employed to trigger off riots. For 
instance, some Kannadigas from Gudalur 
in Thmil Nadu reportedly came to Gundlu- 
pet in Karnataka. Certain political ac¬ 
tivists took advantage of this and spread 
word that these Kannadigas had been 
brutally assaulted by Thmils, that their 
heads had been shaved off and their 


women had been molested and raped. 
Some Kannada papers exaggerated these 
alleged incidents and reported them 
without verifying the truth. A procession 
was taken out against these alleged atro¬ 
cities. The Karnataka government gave 
credence to this propaganda by maintain¬ 
ing a deliberate silence about the rumour. 
The tribunal enquiry showed that such an 
incident never took place. Thus an at¬ 
mosphere was created in which raw pas¬ 
sions were aroused. 

The pattern of the riots was the same 
all over Mysore and Mandya districts. A 
small crowd of 50 to 60 people would ap¬ 
pear and tell the Thmil fanners that a huge 
mob of thousands of people were on their 
way from Mandya and once they arrived, 
they would set Thmil houses on fire, kill 
the male members and rape the women. 
These people actually set some houses on 
Are. This created a fear psychosis among 
the Thmils and they left their houses and 
hid in jungles upon which the miscreants 
systematically set about robbing all Thmil 
properties including cash, ornaments, 
grain, cattle, pumpsets, etc, and then tor¬ 
ching the empty houses. Eyewitnesses said 
that the police actively participated in the 
looting. After the theft and destruction 
were over, police and other government 
Officials told the affected people that they 
would not be able to protect them and it 
was in their interest that they left Kar¬ 
nataka and then transported them to 
Thmil Nadu in government vehicles. The 
mobs who were reportedly on their way 
from Mandya never materialised. It was 
another calculated rumour to facilitate 
robbery and destruction and to drive away 
Tamils. Again the complaint that the 
police did not register any case against the 
culprits even when names and addresses 
were furnished. 

The third stage in the sordid affair was 
when the Thmil Nadu government called 
a bandh on December 27, 1991. But in 
contrast to what happened in Karnataka, 
the Thmil Nadu government kept a strict 
vigil on the bandh. Some Kannadiga 
houses were attacked and destroyed in 
Nilgiri district. But the police intervened 
in time and put down the riots. In Gopi- 
chettipalayam a crowd stopped some 
lorries and trucks bearing Karnataka 
registrations and tried to burn them. 
Again the police reacted immediately, and 
in this case excessively, and opened fire 
killing three on the spot and dispersing the 
crowd. 

There are certain conclusions which one 
can draw from these events. The direct 
participants in the Karnataka riots are 
poor, landless Kannadigas. They hardly 
knew anything about the merits or demerits 
of the water dispute and not having any 
land of their own, did not have anything 
to gain or lose from the Cauvery water. 
So it becomes clear in the circumstances 
that they were instigated, and even paid. 
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by certain political forces who did not 
directly indulge in rioting. This happens 
in almost all the riots in India. In the 1984 
anti-SikL riots, sweepers on the outskirts 
of New Delhi who were the victims of the 
Emergency and the brutalities of Sanjay 
Gandhi were brought to the capital in 
trucks and lorries and were induced to 
commit slaughter and arson. 

The rising classes do it because it is 
easy to arouse the masses on emotive 
issues like religion and language which are 
directly ingrained in their psyche. T his 
directs the anger and frustration of the 
people against an unreal enemy and 
diverts their attention from the failures 
and misdeeds of the rulers. The undercur¬ 
rent of the propaganda was that the Kanna- 
digas were poor and unemployed because 
of the presence of the Thmils. Once they 
were removed from the scene, there would 
be employment and prosperity. So the 
poor Thmils became the enemy. This is an 
old tactic The Shiv Sena skilfully used it 
in Bombay. All over Europe today, the 
enemy is seen in the immigrant worker 
from a developing country. Bangarappa 
and other politicians found that it was ex¬ 
pedient to whip up anti-Hunil hysteria to 
keep themselves in popular esteem, more 
so since Bangarappa was facing a crisis 
of political survival in his own party. 

Why did the Thmii Nadu government 
not-whip up an anti-Kannadiga hysteria? 
One reason is that the Jayalalitha govern¬ 
ment did not face a crisis of political in¬ 
stability. But the most important reason 
is that the Thmii bourgeoisie is much more 
advanced than the Kannadiga bourgeoisie 
It needs markets all over south India, if 
not the whole of India. This is today 
reflected in Thmii politics. Jayalalita's 
hostility to the LTTE is well accepted by 
the Thmii ruling classes who have started 
to talk in terms of India’s unity and inte¬ 
grity. They do not want to arouse linguis¬ 
tic passions unlike in the past and frag¬ 
ment the market. 

Karnataka did not have the same self- 
confidence as Thmii Nadu had to deal 
with the situation and tried to hold peo¬ 
ple of Thmii origin as hostage to blackmail 
the Thmii Nadu government and the 
government of India. Otherwise there was 
no rationale for the type of behaviour 
which Karnataka displayed. The Cauvery 
water did not discriminate between the 
farmers of Thmii origin and the farmers 
of Kannada origin. It is in the interest of 
all the farmers in Karnataka, irrespective 
of their ethnicity, that Karnataka gets as 
much water as possible 

There is another factor which contri¬ 
buted to ethnic violence. Most Thmii 
fanners are tenants while the landlords are 
Kannadigas. The eruption of chauvinistic 
passions gave the landlords an opportunity 
to drive away Thmii tenants and take over 
the land. Most of the tenants now do not 


have any documents with them to reclaim 
their land because they all left in a hurry 
leaving everything behind. After they fled 
their houses were burnt so that no 
evidence remains. 

A specific feature to be noted is that the 
police joined the rioters and the state 
machinery broke down. This happens all 
over India when the riots are in the name 
of religion, language, ethnicity and so on. 
The Karnataka government called for a 
bandh, directly or indirectly instigated the 
riots and played a totally partisan role in 
the ensuing violence and its aftermath. 
The chief minister Bangarappa told the 
periodical Sunday , with specific reference 
to the riots, that the violence was neces¬ 
sary in the circumstances. Now the Kar¬ 
nataka police has written to the Thmii 
complainants that the - complaints were 
investigated but were found to be without 
substance, and hence should be with¬ 
drawn. Why do they ask complainants to 
withdraw complaints? if there was no 
substance in the complaints, the police 
could have simply dismissed them. 


IT has become fashionable of late to talk 
of rural women having to walk much 
longer distances far firewood and drink¬ 
ing watci and to berate the increased 
Ci. t ..j uwomen on account of 
so-called development. But the havoc 
caused to women and tribal communities 
does not end there. In fact that is but the 
tip of the proverbial iceberg. Peer beneath 
the murky waters and you will see a sight 
that is much more appalling than just 
drudgery. 

In his book Paraja, the author, Gopi 
Mahanty, vividly describes how two tribal 
girls were corrupted by the influence of 
outsiders and the macro-processes that 
force an intrusion into the tribal world. 
Walk down to any major construction site 
and you will have the book come alive. 
You will see numerous ‘Jillys’ and ‘Billys’ 
being used, misused and abused. There 
are cases of tribal girls being kept as 
servants who have been forcibly sterilised; 
there are examples of outsider money¬ 
lenders ‘marrying’ tribal girls to facilitate 
purchase of tribal land. One wonders at 
the processes, the historical experience 


The tribunal found that the compenf* 
tion given by the government was toUdl) 
inadequate. 3,896 cases reported befon 
the tribunal showed a loss of Rs WfiiiJfifXSi 
while the compensation paid by tht 
government amounts to Rs 22,46,810 only. 
Only a limited number of cases havp ben 
reported before the tribunal. So the 
tribunal has recommended to the govern¬ 
ments of Karnataka and Thmii Nadu the 
constitution of tribunals which will assess 
and decide the damages. Most of the 
refugees had token shelter in the Periyai 
and Dharmapuri districts of Thihil Nadu 
where government officers collected par¬ 
ticulars of damage suffered by refugees. 
The estimate of losses collected by the 
Periyar collec torate alone adds up to a 
staggering sum of about Rs 113 crore. The 
tribunal has stated that the governments 
of Thmii Nadu and Karnataka violated the 
constitutional mandate when they declared 
bandhs and abdicated their constitutional 
responsibility. Only the people can use 
bandhs as means of protest, not govern¬ 
ments. 


that have made a community of people 
so passive, almost bovine in their submis¬ 
sion, as to permit such treatment to 
members of their own community. 

In the interiors of districts like Kala- 
handi and Koraput, one begins to get a 
glimpse of the reasons behind such sub¬ 
missiveness, behind this ‘culture of 
silence 1 . In these tribal hinterlands, tower¬ 
ing hills dwarf tiny human settlements, 
waterways course down rocky mountain 
gullies and into deep valleys, a small 
stretch of fair-weather road meanders 
through, touching an occasional village, 
giving a prosaic boundary to lifers harsh 
poetry. In these places where we fear to 
tread, a community of people have tilled 
and hoed and subsisted over the genera¬ 
tions, not only feeding themselves, but 
also ensuring the survival and fortunes oi 
a large number of vested interests, a group 
of parasites referred to variously as maha- 
jan, sahukar, mahaprabhu, in short 
moneylenders. 

Exploitation has not been just a mat¬ 
ter of outwitting the tribal*. Tilting with 


Development and Tribal Women 

Achyut Das 
Vidhya Das 


Mega-development projects are making steady inroads into the 
tribal way of living. Multi-purpose dams, mining and 
industrialisation have led to the eviction of thousands of tribal 
families. Many women from these evicted groups have perforce 
taken recourse to unfamiliar jobs or migrated to unknown and 
hostile urban centres. 
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the older generation of these, people 
reveals the much stronger methods of 
coercion used. They always lived in fear 
of these outsiders and the zamindars. The 
latter would scfnd their men to forcibly 
take the girls. At other times, during 
festivals and communal celebrations, non- 
tribals would come to the villages and 
make use of the dancing and singing for 
their own amusements. If the terms and 
conditions of a loan or a mortgage were 
not adhered to as per the whim of the 
loaner, the hapless tribal would be beaten. 
Terms of bondage have been enforced 
with ruthless violence. Those who resist 
have been forced into submission. There 
are instances where such methods have 
resulted in death. Other methods have in¬ 
cluded false cases, lock-ups and in¬ 
numerable forms of physical and psycho¬ 
logical harassment. The law has per¬ 
sistently taken side with the more domi¬ 
nant and aggressive non-tribal power 
class. 

Perhaps it is this historical experience 
of always being in a losing situation that 
has killed the hopes, aspirations and spirit 
of these tribal people. Yet, the struggle for 
survival goes on, and it is the women who 
take on the most onerous and tedious 
tasks, who have also faced the worst 
onslaught by the non-tribals. One finds 
illegitimate children and unwed mothers 
in numerous villages. Everyone knows 
that the culprit is now gone forever and 
can never be brought to book. In defence, 
the younger girls are married of even as 
they near puberty. Child bearing and rear¬ 
ing begins by the time a girl is 15 or 16 
years old. If child marriage offers some 
security against sexual abuse and 
illegitimacy, then surely that is the lesser 
of the evils. 

On the other hand, tribal society seems 
to care little or nothing about protecting 
their girls or women. A woman has no en¬ 
titlements. On being widowed, she is at 
the mercy of her sons to whom the land 
passes, and in the absence of sons, the 
land is taken up by her brothers-in-law. 
Worse still, in the case of a divorce, which 
is not uncommon, the woman is just sent 
back to her parents in the clothes she is 
wearing. She does not even have any rights 
over the children. 

These women, on whose labouring 
shoulders, the entire society in the tribal 
pockets seems to rest, get little returns and 
no recognition. At the end of an agri- 
cub uraJ reason, as the major shares are 
taken away by the landowners and money¬ 
lenders, there is nothing to feed the fami¬ 
ly for more than a month or two from 
what is left. Then it is back again to bor¬ 
rowing, mortgaging and being cheap 
labour, and the wheel moves on. 

Like the wave of a magical wand, the 
government grants employment genera¬ 
tion and anti-poverty schemes. Along 


comes a contractor and refuses to employ 
the people unless they agree to work for 
half the stipulated minimum wage rates. 
Along comes the liquor vendor and 
tempts the men to fritter away even this 
little earning. Curiously enough, the tribal 
men do not seem troubled enough by their 
condition of poverty to resist this temp¬ 
tation. The ANMs of the health depart¬ 
ment run through rain and rough weather 
chalking up cases for sterilisation, not 
realising that the family size is being con¬ 
trolled by infant mortality and severe 
malnutrition, and that diseases do a much 
more thorough job than them for popula¬ 
tion control. The doctors throw up their 
hands: this is what is being given top 
priority and not the prevalence of terri¬ 
ble silent killers like T B, malaria, men¬ 
ingitis and even leprosy. Nine out of ten 
women have lost at least one child, or had 
at least one miscarriage. The average fami¬ 
ly size as revealed from house to house 
surveys is not even five members. So 
prevalent is this petty bourgeoise ar¬ 
rogance that even officials of the revenue 
department lecture down to the tribals on 
family planning and birth control rather 
than help them in civil litigation and land 
conflicts. The password of today seems to 
be ‘population control’! 

Here too, mega-development projects 
arc making steady and sure inroads. 
Multi-purpose dams, mining and in¬ 
dustrialisation have lead to the eviction of 
thousands of tribal families With but 
half-baked resettlement and rehabilitation 
policies of the government, many women 
from these evicted groups have perforce 
taken recourse to unfamiliar jobs or 
migrated to unknown and hostile urban 
centres. 

Land alienation; lack of opportunities 
for employment, education and uimost 
any form of development, misappropria¬ 
tion of wages and the products of labour, 
sexual abuse and lack of political 
representation all these are the hallmarks 
of a marginalised tribal community. The 
very hierarchical values that render such 
communities at the bottom rung of the 
society, render women the worst sufferers 
within these communities. Here the issues 
of women, girls and children are most sen¬ 
sitive, and tossing development schemes 
would be by and large more disruptive, 
unless they are carefully planned and 
systematically monitored. In places where 
women do not even have a saree to wear, 
where children run about naked even in 
hard winter, enthusiastic officials talk of 
women taking tailoring classes. They 
know fully well that such skills of progress 
are nurtured only to be controlled by the 
outside market. The government’s talk on 
DWCRA seems to be vacuous. 

Perhaps it should be apparent to all and 
sundry that the government wants to put 
up no more than a facade of concern for 


tribal development. Otherwise; in talking 
of participation, of people's involvement, 
why does it not take the trouble to find 
out more deeply what really affects them, 
how much a cash economy disrupts a 
family and leaves the women and children 
more desperate than ever; to find out that 
the tillers are the landless and marginalis¬ 
ed; to legislate for land to the tiller and 
find out improved methods of land and 
water use for subsistence crops rather than 
for cash crops? Why does it not allow 
people to take control of their forests and 
other common property resources and 
help them through training, education, 
skill development and information 
dissemination to develop effective 
management structures and ensure equt- 
distribution of profits? Why does it not 
ensure that the facilities like the public 
distribution system (PDS) are controlled 
and managed by the people rather than 
being misappropriated by traders and 
other vultures, and that too in connivance 
with petty officials? 

The possibilities of improvement are 
enormous, if only more attention is given 
to the indicators—literacy, nutrition, en¬ 
titlements, political participation, etc One 
cannot demand a perfect system. It is of 
critical importance, however that the tribal 
development concept, especially the con¬ 
cept of women’s development, undergoes 
fundamental changes. Maybe one can 
learn from a few examples: In one village, 
women from landless families purchased 
land collectively out of their own savings 
and development struck root, in another 
village, the women broke the pots of the 
local liquor vendor and thus strengthen¬ 
ed their hold over the tenuous village 
economy and initiated a chain of reactions 
for social acuon. In another instance, 
women braved the guns of the contractor 
a""I demanded and got minimum wages, 
pro...ig the strength in organisations of 
the unorganised. The examples are many, 
and much would be achieved if these 
efforts would receive systemic supports 
rather than being snuffed out in various 
ways. 

The fact remains that substantial and 
qualitative improvements of life can be 
made by just taking the people into con 
fidence and involving women and men in 
planning for their own resource use, 
allocation and development, by ensuring 
efficient systems of information dis¬ 
semination (the primary one being univer- 
salisation of literacy) by helping the 
people initiate their own development, 
schemes and by meaningful legislations. 
The key issues are not greater investments 
and structural adjustments. This strategy 
to dilute the focus with bi-lateral and 
multi-lateral development projects must 
stop. What is important is the basic 
assurance on food, entitlements and 
self-expression. 
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Intellectual Property Rights 

N H AnUfi 


Almost everything in use today has been developed through 
human ingenuity over the millennia and has been accessible to all. 
But now there is a sudden interest in converting human intellect 
and ingenuity into another tool for ruthless exploitation regardless 
of the consequences. This can only be understood in the historical 
perspective. 


INTELLECTUAL Property Rights (IPR) 
as a part of the Dunkel draft for tht 
Uruguay round of GATT has raised con 
siderable appichension in the minds 
not only of parliamentarians and the 
bureaucracy but also among scientists, 
professionals, businessmen, industrialists 
and the public at large. Hitherto GATT, 
TRIPs and IPR have been mere terms to 
all except the few who have been involv¬ 
ed in these long drawn negotiations in¬ 
volving trade between countries. The col¬ 
lapse of the USSR and eastern European 
nations and with it of the soft rupee trade 
with them presents a new dimension to 
our international trade which now has to 
be conducted almost entirely in western 
and Japanese hard currencies which for 
the non-industrialiscd countries like India 
means the trading of primary products, 
(sometimes partly refuted by cheap 
labour) for the purchase of consumer 
goods for the affluent minority and tools 
and technology for their local manufac¬ 
ture This palpably unequal trade between 
unequal partners is dictated by the af¬ 
fluent nations with support from the small 
but dominant local westernised elite of the 
poor countries aptly designated as RNIs 
(resident non-Indians). This can only fur¬ 
ther accentuate the foreign exchange 
deficit despite selling the country’s natural 
and human resources on the cheap, in 
exchange of inessential goods for con¬ 
spicuous consumption by a few. This also 
leads to compromising the country’s 
economic independence while simul¬ 
taneously further marginalising the 
masses due to inflation with the inevitable 
creation of social tensions which are 
already on the increase. That this western 
mode of development will eventually 
trickle down to the masses is sheer myth 
propagated by the west to conceal the 
devastating effects it will have on the 
masses. 

As if exploitation through such unequal 
international trade was not adequate, the 
insatiable greed of the western powers, 
now unopposed by USSR, seeks to fur¬ 
ther monopolise the transfer of wealth 
and natural resources from the need-based 
to their greed-based societies, using the 


subtle device of forcing us to become a 
signatory to the proposed agreement on 
Trade-Related Intellectual Property 
Rights. This will not only restrict the 
hitherto free flow of scientific informa¬ 
tion and technology from their countries, 
which will now have to be purchased at 
a much higher price dictated by them, in 
the case of essential drugs this will in¬ 
crease the price at least five to ten times 
according to minister for petroleum and 
chemicals Chinta Mohan; this just when 
inflation due to policies dictated by the 
same countries through their surrogates 
the World Bank and IMF will result in a 
massive increase in deaths among the poor 
as a result of malnutrition on a scale not 
experienced since independence. This 
result of malnutrition will be partly 
ascribed to overpopulation and partly to 
the rain gods but not to such perverse 
developmental and economical policies 
which are its true cause. 

This new assault on our country and its 
people has been so confused by scientific 
and legal jargon that its profound implica¬ 
tions on almost every aspect of our coun¬ 
try’s development and on individuals from 
scientists to farmers has failed to be 
recognised. It is hoped that Patent Folly 
the ‘lay trsons’ reader by Sainath produc¬ 
ed fo: the Indian School of Social Science 
will help to inform the public and even 
decision-makers like parliamentarians in 
simple language with concrete examples 
as to how such an unequal TPR regime 
will not only compromise the individual’s 
and nation's right of access to informa¬ 
tion which will now be sold in the market 
place. It will also permit manipulation and 
selective withholding of available tech¬ 
nologies not only for the production of 
consumer goods such as life-saving drugs 
but also of biological material ranging 
from bacteria and improved breed of 
animals to even food grains. 

Almost everything wc use today has 
beep developed through human ingenui¬ 
ty over the millennia and has been accessi¬ 
ble to all despite some primitive effort to 
commercialise it. Then why this sudden 
interest in converting human intellect and 
ingenuity into another tool for ruthless 


exploitation regardless of the conse¬ 
quences? This can only be understood hi 
the historical perspective. 

Science and technology started the da/ 
primitive man began designing tools and 
using them for his convenience and pro¬ 
tection or for aggression. The weapons of 
the hunter-gatherer, the harvesting of corn 
and its storage in earthen pots in kraals 
by the early agriculturist and the inven¬ 
tion of the wheel and cart were achieve¬ 
ments of the human intellect of no mean 
order. Joseph Needham in his remarkable 
treatise on science and civilisation in 
China states that ‘.’possibly More than half 
of the basic inventions and discoveries 
upon which the ‘modern world’ rests 
come from China and yet few people 
know this”. He continues by saying “it 
may well be that a similar pattern will ap¬ 
pear in the future when the history of 
science and technology and medicine for 
all the great classical literary cultures such 
as India or Sri Lanka comes to be writ¬ 
ten and gathered in”; also that “Europe 
has entered into their inheritance, produc¬ 
ing an economical universal science and 
technology valid for every man and 
woman on the face of this earth”. 

The renaissance in Europe resulted in 
a quantum jump in the development of 
science as a result of what Needham calls 
the “discovery of the method of dis¬ 
covery”. This increasingly narrow dissec- 
tive approach led to the revelation of 
many of the secrets of nature, a knowledge 
which could be utilised either for the 
liberation of the entire human race from 
poverty and drudgery or empowering 
those who controlled this science and 
technology to conquer and plunder the 
wealth and natural resources of other 
countries, including that of the far richer 
and older civilisations of Asia, Egypt and 
south America for satisfying their in¬ 
satiable greed. The exploitation of these 
conquered nations terminated at the end 
of the second world war due to an 
internecine struggle within the western 
nations for each others colonies. This not 
only resulted in independence for the col¬ 
onised nations but also fortuitously pro¬ 
vided them a military shield in the form 
of a socialist USSR, which prevented overt 
military aggression for recolonisation by 
the imperial powers. 

And yet the post-war explosion of this 
science and technology offered these 
countries an unbelievable means for the 
production of consumer goods on a scale 
which would enable their citizens to live 
at a standard which only the rich of the 
world could afford in the past. Unfor¬ 
tunately this could not fructify without 
access to an unlimited source of energy 
in the form of cheap oil from the west 
Asian fields and raw materials from the 
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other newly independent nations who 
possessed them. 

In the presence of the USSR they had 
to resort to covert ‘cold’ methods chiefly 
on an economic nature using the pre-war 
westernised elite of these countries as 
willing surrogates, as many of them now 
occupied positions of power and decision¬ 
making in their own countries, or by 
destabilising non-cooperative nationalist 
regimes. Since the USSR'and China were 
closed to such manoeuvrings they were 
more successful in the smaller countries 
including the oil sheikhdoms. 

While India with its vast natural 
resources presented a tempting target the 
success achieved through its small highly 
westernised elite was limited in the face 
of a strong opposition from most political 
parties and the general post-independence 
nationalistic desire for achieving self- 
sufficiency by utilising the available 
western technology. Even though an 
inappropriate alien western industrialis¬ 
ed model was accepted for the country’s 
development, suitable measures were 
employed to protect the indigenous 
industry and agriculture as well as the 
scientific institutions for indigenising the 
western know-how. The import of tech¬ 
nology was by and large restricted to hi- 
tech requirements with stipulation tor 
Indianisation over a specified period; also 
as in the pharmaceutical industry prices 
were controlled especially for essential 
drugs by developing new processes for 
their manufacture? Unfortunately the 
corrupting influence of the capitalist 
economy has gradually overtaken the 
political system itself. 

Although considerable criticism has 
been voiced regarding this alien model of 
development which has left the majority 
of our people out in the cold, especially 
in the rural areas, and has created 
dehumanising urban slums, the country 
could not be held to ransom because of 
its sheer size, its democratic nature and 
sophistication in several areas of agri¬ 
culture and industry as also in the field 
of military hardware. While its research 
capabilities have been stymied because of 
the uncritical adoption of the western 
methods, the ability to stand on its own 
feet in areas where knowledge and 
technology has been withheld, as in 
nuclear energy, demonstrates that the 
country has adequate intellectual as well 
as natural resources to be able to survive 
and thrive on its own. This could have 
been achieved far more quickly and 
effectively, both technically as well as 
economically, if we had changed our 
model of development from the crude im¬ 
itative western consumerist one dictated 
by the affluent decile of our population 
to a smaller scale decentralised agro¬ 


industrial one mobilising the vast human 
and natural resources which lie fallow or 
underutilised in the present system. This 
would have helped to develop a sound 
social and economic base spread through¬ 
out the country, made us self-reliant for 
our basic needs together with distributive 
justice. This could have transformed the 
conditions of the country as well as of all 
its inhabitants. 

It is only natural that the western 
nations have tried their best to promote 
their own model of development using 
both the NRIs and RNIs as willing col¬ 
laborators. This was not only because this 
would in turn help to open our country’s 
door for the export of raw materials on 
the cheap, so necessary for their in¬ 
dustries, but also because the inevitable 
concentration of the country’s wealth in 
a hundred million people would offer a 
vast consumer market for dumping of 
consumer goods by the western nations, 
much of which being surplus and out¬ 
moded in their own country. 

Unfortunately the situation has 
changed radically throughout the world 
with the collapse of the USSR which had 
shielded the newly emerging countries 
from overt military adventurism from the 
west. While the smaller nations now lie 
prostrate, the screws are being turned on 
our own country utilising the foreign 
exchange crunch created by the profligate 
spending of our elite (which was en¬ 
couraged by the west) as a readymade 
handle for forcing unscrupulous economic 
policies on us through surrogate agencies 
like the World Bank and IMF. If unop¬ 
posed this will not only result in loss of 
our economic sovereignty but ensure that 
we would be permanently enmeshed in the 
inappropriate western model of develop¬ 
ment and consequently in the foreign debt 
trap and be perpetually subservient to the 
interests of the western powers through 
their multinationals for whom the doors 
are being forced open with the invisible 
Damocles sword in the form of missiles 
hanging over our head. 

Patent Folly provides information 
about the implications of Intellectual 
Property Rights (IPR) from agriculture to 
animal husbandry, from mathematics to 
atomic energy, and from medicine to 
veterinary sciences and biotechnology. 
The IPR regime the west wants us to 
adopt would have prevented us from en¬ 
joying the benefits of the green revolution 
or improvement of our livestock or pro¬ 
duction of drugs for communicable 
diseases at a price which the country can 
afford. For millennia agriculturists 
throughout the world have improved the 
quality of their crops and livestock by a 
process of selection which we now term 
as genetics. It is this basic stock obtained 


chiefly from tropical countries with its 
wide genetic diversity that has been con¬ 
verted by modem techniques of gene 
manipulation to produce new plant and 
even animal forms which incorporate cer¬ 
tain useful characteristics. Instead of 
returning the advantages to the countries 
of the origin while benefiting from it 
themselves, the multinationals who have 
cornered most of the scientific advantages 
through the purchase of patent rights now 
seek to deny the benefits to humankind 
in order to seek the maximum monetary 
gain from the rich farmers of our own 
country, and in the process not only 
denying the benefits to the small farmers 
but further marginalising them into serfs 
and in the process further polarising our 
society. Patents can even prevent those 
who purchase the improved seeds or 
semen for reutilising the end product 
because the new seeds or livestock belongs 
to the MNC and cannot be reused without 
once again paying royalties to the patent 
holder, a denial of the traditional rights 
to conserve seeds for replanting covered 
under the International Union for the 
Protection of New Plant Varieties. IPR 
would legalise this form of intellectual 
piracy for an infinite variety of plant and 
animal products whose original source 
comes from the agricultural countries. 

Nothing seems to evade t he purview of 
those who are now thrashing around for 
profit at all cost. Even mathematical 
equations and algorithms are being 
patented; not merely the chip of the com¬ 
puters that produce them. One wonders 
what would have been the result of India 
having patented the zero which was its 
brainchild, on the development of modern 
science or if Newton had patented the Law 
of Gravity or Einstein E = mc 2 . Generic 
knowledge like generic drugs are the basis 
for the development of new knowledge 
and drugs and those who control them 
can hold all the rest to ransom. The 
advances in academics including science 
have been the result of free flow of infor¬ 
mation. Are we now entering a phase 
when science will be the secret of the 
originator and only sold to the highest 
bidder. It will be the antithesis of what 
science and information stands for. Maybe 
it is just retribution to modern science 
which disdained the age old social and 
moral aspects in its development and 
pandered to the material greed of its 
originators. It seems that the pigeon is 
now coming home to roost. It should be 
known that the US had never hesitated to 
violate the patents of European nations 
till its own science and technology could 
compete with the others, and yet it seems 
to have no qualms in pressurising coun¬ 
tries with a less developed science base 
from entering into such unequal contracts. 
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The Uniied Slates was also, till recently 
not a member of the Berne Convention 
(founded '886) governing copy right. 

The ethics of patenting of pieces of the 
human genome in the hope that it may 
one day contain a commercialisable gene 
is summarised by Mark Blaxter of the 
Wellcome Research Centre in a letter to 
Nature. “A group of research workers 
wishes to patent a rag-bag assortment of 
anonymous human gene sequences deriv¬ 
ed from a cDNA library of brain tissue. 

1 find this ludicrous and suggestive of a 
lack of ethical and professional judgment. 
Was specific informed consent given by 
the owner (or former user) of the brain 
tissue used to construct the cDNA library? 
Did that person agree that the researchers 
could profit from his or her death, or was 
the donation given for the advancement 
of science and medicine rather than a few 
bank balances? In fact, can the resear¬ 
chers really claim to have invented these 
sequences? Is not the real inventor the 
individual from whom they are derived, 
or his/her parents, grandparents and on 
back down the lineages to Oiduvai and 
Lucy? Maybe we should credit natural 
selection, genetic mutation and random 
drift with the invention. Or, following the 
arguments of Richard Dawkins in The 
Extended Phenotype we co uld regard the 
true inventor of the sequences to be the 
sequences themselves, with the individual 
being the organismal carrier they invented 
to propagate themselves. On the matter 
of prior publication, the patent claim 
relies on the hope that these sequences 
have been published previously—in hun¬ 
dreds or thousands of copies in thousands 
or millions of brain cells in millions or 
billions of individuals for a fair chunk of 
evolutionary history. If they were not so 
expressed they would be of no interest, 
commercially or medically. I believe that 
these basic sequence data are a heritage 
we all share, and should share. Just 
because the book of life has not been writ¬ 
ten in human language does not give us 
the right to plagiarise (and patent) its con¬ 
tents.” 

Medical research has provided vaccines 
like that for tetanus and drugs like chloro- 
quine for malaria which not being under 
product patent are produced and sold in 
this country at a remarkably cheap price 
through process patents. And yet hepatitis 
vaccine which is covered by a patent costs 
up to Rs 1,500 for protection of one of 
the commonest diseases which affect our 
people and is out of reach of all but a 
select few who probably least need it. Even 
the indigenous herbal remedy for this 
disease, ‘phylanthus neruri' is also being 
attempted to be patented by an Australian 
scientist after conducting t rials in India. 
The proposed I PR regime would not only 


deny us the use of medicine derived from 
this plant in our country without paying 
‘royalty’ but would deny us the earning 
of profit from the sale of our indigenous 
plant product to other countries. In actual 
fact it will virtually deny all except a few 
rich of this country any new drug or vac¬ 
cine by pricing it out of reach. Even if a 
vaccine or drug is found against AIDS the 
multinationals who have no human or 
social commitment would price it out of 
reach of our people unless we can produce 
it ourselves under a new process patent 
which our industry would be quite capable 
of. The new I PR regime would shackle 
our own indigenous industry which would 
be replaced by multinationals. 

The pressures being brought to bear by 
Dunkel and Carla Hills to force India to 
open its doors for ‘free’ trade and to 
globalise our economy through GATT 
with the carrot that this will enable India 
to eventually become affluent like the 
western countries and the stick of trade 
sanctions under Super 301 or Special 301 
is nothing short of economic and political 
blackmail. The example of Brazil and 
many other south American and African 
countries is adequate testimony to the 
operation of the western carrot and stick 
technique which promises that an open 
door policy will convert the whole world 
into the US model, demonstrated by kite 
flying of the paper tigers of the west 
Pacific attached to US strings. It does not 
require an economic genius to realise that 
there can be no equal trade among 
unequal partners whether it be between 
rich and poor individuals or countries. 
Only economists trained (or should we say 
brainwashed) in Oxford, Cambridge, 
Harvard and the World Bank who have 
no concept of the Indian reality can 
justify such a proposition which is very 
similar to how the medical profession 
justifies the ‘latest’ and most expensive 
western hi-tech medicine as the solution 
to our health problems when the vast 
majority of their countrymen cannot even 
get the simplest and cheapest remedies. 

If the government of India succumbs 
to the signing of such a patently un¬ 
desirable treaty under threat and false pro¬ 
mises it will be helping to place a noose 
over the people’s neck, which however 
loose to start with will inevitably be 
tightened to strangle our country’s 
development if not its sovereignty. A 
national debate where the subtle implica¬ 
tions of such a treaty as TRI Ps are openly 
discussed will soon scotch the enthusiasm 
generated by misguiding information. 
Patent Folly elucidates not only the dire 
implications of IPR for our country but 
personally on everyone. 

The greatest joy of a true scientist lies 
in the satisfaction that it provides to the 


expression of his innate curiosity. Awards 
serve only to gild the lily. Another reward 
is in the use of the discovery or invention 
to solve a major problem like giving a new 
lease of life to countless sufferers or 
providing food for the starving millions. 
Neither Fleming nor Borlaug sought to 
exploit fellow beings by patenting their 
intellectual achievements and selling their 
rights to multinationals who in seeking 
profit would price the discoveries out of 
reach of those who would most benefit by 
them. The current mania for patenting 
anything and everything Jhat has the 
remotest possibility of monetary gain is 
the manifestation of a society that has 
gone berserk with materialism and con¬ 
siders greed as the ultimate value in 
human evolution. To succumb to the 
threats of a nation which is the greatest 
debtor country in the world in order to 
shore up its economy in return for a paltry 
$ 7 billion loan or loss of $ 1.2 billion in 
trade with it is mconcievable except to a 
handful of our people who in the words 
of Edmund Burke would ‘prostitute their 
country for money they cannot enjoy’. 
The silver lining is that this crude arm- 
twisting will prove to be so repulsive to 
anyone with the slightest self-respect that 
it will force our country to disentangle 
itself from this westernised form of 
development which has polarised our 
society and created tensions which are 
gnawing at the very roots of our society 
and its culture. It may help us to return 
to a more saner and civilised form of 
human development. 
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Yugoslavia's Collapse 

National Suicide with Foreign Assistance 

Robert M Hayden 

The structural logic of the nationalists in Yugoslavia made 
violence inevitable by leaving no room for compromise. As a 
result of the breakup of the federal state all of the nations of 
Yugoslavia have lost. But the responsibility for the complete 
breakdown of the Yugoslav state which has condemned the region 
to long-term instability and military confrontation rests with the 
European Community and the US. The formal recognition of 
independent states in what was Yugoslavia ensures the permanent 
confrontation Of regimes defined only by their opposition to 
each other 


IN a period of slightly less than two yea.s, 
from September 1989 until June 1991, 
Yugoslavia went from being the most pro¬ 
gressive socialist country in Europe and a 
leader of the non-aligned movement to being 
a “state in the process of disintegration”, as 
the European Community put the matter. 
From June 1991, when the republics of 
Slovenia and Croatia proclaimed their 
independence from the Yugoslav federation, 
until March 1992, what had been one state 
disintegrated into chaos, accompanied by a 
civil war. With the recognition of the 
independence of Slovenia, Croatia and 
Bosnia and Herzegovina 1 and their accep¬ 
tance into the United Nations, the European 
Community and the United States legally 
transformed the civil war into an inter¬ 
national conflict. With the imposition by the 
UN Security Council of ‘sanctions’ on the 
so-called Federal Republic of Yugoslavia, 
composed of Serbia and Montenegro, and 
that entity’s isolation from the world, the 
position that had obtained in 1991 was 
reversed: Yugoslavia had lost international 
legitimacy, while the new mini-states that 
had seceded from the federation had gained 
it. 

This progression of diplomatic steps, of 
recognition and derecognition, was accom¬ 
panied by the escalation of warfare within 
the territory of what then was, and now used 
to be, Yugoslavia. Following Slovenia’s pro¬ 
nouncement of independence in June 1991, 
several limited military actions took place, 
during which Slovenian forces took control 
of the international border. This brief, 
limited conflict was followed by the 
withdrawal of the Yugoslav army from 
Slovenia. In August, intensive warfare broke 
out in pans of the republic of Croatia which 
had large Serbian populations or which were 
strategic areas bordering on Serbia. 2 The 
intensity of this warfare was almost 
unlimited where it took place, but the 
geographical battle fronts were very confin¬ 
ed: most of Croatia was not involved. With 


the acceptance by Croatia and Serbia of a 
ceasefire and the placement of UN peace¬ 
keeping forces in the disputed regions in 
early 1992, this conflict also subsided. 
However, it was followed by the explosion of 
conflict throughout Bosnia and Herzegovina 
(B and H)in March 1992, when the EC and 
US recognised the independence of Bosnia 
following a referendum in which the Muslim 
and Croat segments of the population voted 
to secede from Yugoslavia while the Serbs 
boycotted the referendum and proclaimed 
their own independence from B and H. 
Warfare in B and H has been unlimited in 
intensity or geographical area, virtually total 
war within that republic The vicious bom¬ 
bardment of Sarajevo by an army that had 
until weeks earlier justified its existence on 
the protection of a state that included Bosnia 
was especially shocking to a Europe that 
liked to view itself as ‘civilised’ as was the 
‘ethnic cleansing’ practised by the various 
sides. The EC, forgetting that these methods 
had been perfected by some of its own 
members 50 years earlier, preferred to view 
the conflict as an aberration caused by a 
putatively ‘Balkans mentality’. 1 

Despite the international recognition of 
the independence of the state of Bosnia and 
Herzegovina and the imposition of ‘sanc¬ 
tions’ on Serbia (or the so-called Federal 
Republic of Yugoslavia) for aggression on 
that newly sovereign state, the war in B and 
H is a civil war. The newly ‘inviolable' 
borders of B and H divide families and 
isolate large groups of Serbs and Croats 
from their ‘mother republics’. All three of 
the ‘nations’ 4 in B and H, the Muslims, 
Serbs and Croats, speak one language, 
Serbo-Croatian. Intermarriage between the 
groups was high, as it was in other parts of 
Yugoslavia in which the various nations lived 
intermingled, and many residents of B and 
H have found themselves or their spouses 
suddenly transformed into foreigners. 
Indeed, it is precisely because it is a civil war 


mat it is so vicious, civil wan are always 
the most brutal, perhaps because no one; no 
matter what their age or gender, is viewed 
as a non-combatant. 

The disintegration of Yugoslavia is a 
tragedy at many levels. In terms of im¬ 
mediate victims, in the first year of the war 
more than twenty-thousand people were 
killed, far more than that wounded, and 
perhaps two million (out of a pre-war 
population of 24 million) driven from their 
homes. Economically, the entire population 
of what was Yugoslavia has been im¬ 
poverished, with even the least damaged 
areas facing massive unemployment and 
falls off 40 per cent from 1990 levels in their 
standards oi living. Politically, wiMlin (ex-) 
Yugoslavia, what had been the most open 
and least repressive of state socialist regimes 
has been replaced by freely elected 
militaristic state chauvinist ones that are 
more totalising in intent and effect than the 
communists had been in their last decade of 
rule. Virtually throughout the territory of 
ex-Yugoslavia, the levels of individual 
freedom and freedom of the press are far less 
under (he new ‘democratic 1 regimes than 
they were in the last several years of com¬ 
munism. In terms of international politics, 
the 'new world order' has shown itself 
willing to countenance and even encourage 
the breakup of multinational federations, 
even when the cost to the peoples concerned 
is bound to be civil war and long-term 
regional instability. 

The responsibility for the Yugoslav 
disaster must rest, fust, with those Yugoslav 
leaders who have harnessed the chauvinism 
of their individual nations to destroy not 
only their fellow Yugoslavs, but also their 
own several nations, in whose interests they 
claimed to act. However, the responsibility 
for the complete breakdown of the Yugoslav 
•state, which has condemned the region to 
long-term instability and military confron¬ 
tation, rests with the European Community 
and the US. Far from ensuring peace, the 
formal recognition of independent states in 
what was Yugoslavia ensures the permanent 
confrontation of regimes defined only by 
their opposition to each other, with an arms 
race and future armed conflict virtually 
guaranteed. A parallel may be drawn with 
the partition of India in 1947, except that 
all of the leaders in the formerly Yugoslav 
republics are Jinnahs, with no Nehrus, to say 
nothing of Gandhis, in sight. Just as 
Pakistan can only be defined inppposition 
to India, so can the various communities 
(‘nations’) of speakers of Serbo-Croatian 
define themselves only in opposition to each 
other and to any idea of their commonality. 
That all of this has been justified by expres¬ 
sions of the need to destroy communism and 
by pious references to the ‘right of self- 
determination’ should not blind us to the 
larger geopolitical games involved, or to the 
implications of a ‘new world order’ that secs 
chauvinistic nationalism as a valid justifica¬ 
tion for the creation of a state. 
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GKOPOI UK'S OF A BUFFER STATt 

The creatio > of Yugoslavia after the first 
world war was meant to be a solution to 
several geopolitical problems. At the most 
grand level, the victorious allies sought to 
create large states that would block German 
expansion to the east and south,’ and they 
wanted to dismember the Germanic empires 
that had lost the war. The creation of 
Yugoslavia and of Czechoslovakia served 
both purposes. Both incorporated regions 
that had been part of the defeated Austro- 
Hungarian empire into new, independent 
states, thus reducing Germanic power in 
centre of Europe. At the same time, the crea¬ 
tion of these states seemed to meet both the 
needs and the wishes of the people within 
them. Larger states would be more viable 
than smaller ones, and the peoples to be 
included in each were similar. Czechs and 
Slovaks speak virtually the same language, 
while Yugoslavia would unite the speakers 
of most of the South Slavic languages, which 
are closely related to each other. 6 Further, 
in the case of Yugoslavia, the rise of national 
consciousness in each south Slavic nation 
during the 19th century had been accom¬ 
panied by a movement for a united stale of 
the south Slavs, as mutual protection against 
domination by other powers. 7 Apart from 
this wider ideological appeal, the creation 
of Yugoslavia seemed to suit the require¬ 
ments of each nation within it. Thus the 
Serbs, who had had their own independent 
state since 1867 but large numbers of whom 
still resided outside its borders, would unite 
all of their people in Yugoslavia. Croats, 
dominated for centuries by Hungary, would 
break that subjugation. Slovenes, who had 
never had a state of their own, would acquire 
one, as would Slavic Macedonians. 6 
Further, by separating from the losing side 
in the war, Croatia avoided having to con¬ 
tribute to the punitive reparations imposed 
on the Germans and their allies. 

In light of the multinational character ol 
Yugoslavia, it has long been fashionable to 
view it as an ‘artificial’ state, composed of 
incompatible and mutually hostile peoples. 
In fact, Yugoslavia in 1920 was no moie 
artificial than Italy or Germany at the time 
of their unifications, or India in 1947, or 
Belgium or Switzerland at any time. Object¬ 
ively, there are fewer differences in language, 
religion and culture between Serbs and 
Croats than there are between Prussians and 
Bavarians in Germany, for example. Never¬ 
theless, the existence of separate national 
ideologies among the various Yugoslav 
peoples, competing with the ideology of 
Yugoslavian), meant that lines of potential 
cleavage were built into the Yugoslav state 
from its inception, and the first 20 years of 
Yugoslavia's existence saw the development 
of strong demands for autonomy if not 
outnght secession, primarily by the Croats. 9 
It was always possible for politicians inside 
Yugoslavia to play to these separatist sen¬ 
timents, and for external powers to use them 
for their own purposes. Thus in the 30s, Italy 


and Germany supported Croatian and 
Macedonian independence movements, in¬ 
cluding terrorism. In their most dramatic 
action, these externally-supported terrorists 
assassinated tht king of Yugoslavia in France 
in 1934. 

With these geopolitical considerations in 
mind, it is not surprising that Hitler's first 
major aggression was against Czechoslovakia 
With the acquiescence of the British and 
French, that buffer state was dismembered 
in 1938. German diplomacy made Yugoslavia 
an ally until a coup in March 1941 brought 
an anti-German government to power in 
Belgrade. Ten days later, Germany attacked 
Yugoslavia and dismembered it, creating a 
fascist ‘independent state of Croatia', govern¬ 
ed by the Ustasha, the terrorists who had 
been supported by Germany and Italy for 
the preceding decade (a similar fascist pup¬ 
pet state was also created in Slovakia). 1 he 
new Croatia was enlarged to include Bosnia. 
The Ustasha government of fascist Croatia, 
installed in April 1941, began a campaign 
of terror and extermination against the large 
Serb population in Croatia that summer. 
The express goal of the campaign was to 
eliminate the Serbs from Croatia, by killing 
one-third, expelling one-third, and forcibly 
converting one-lhird to Catholicism. 10 
Many tens if not hundreds, of thousands of 
Serbs were killed. At the same time, however, 
other forces, notably Serbian royalists and 
Tito’s communist Partisans, fought the oc¬ 
cupying Germans and each other. 11 The 
period 1941-45 in Yugoslavia was thus 
simultaneously a war against foreign oc¬ 
cupation and a civil war. Atrocities and 
massacres were committed by all sides. 

For reasons still debated by historians, the 
Allies supported Tito’s Partisans instead ol 
the Serbian forces which supported the king, 
and the Croatian fascist regime collapsed 
with the demise of the Third Reich. Com¬ 
munist Yugoslavia reconstituted the coun¬ 
try that had existed from 1920 until 1941, 
with some additional territory. In theory the 
communists opposed nationalism, and one 
of the bedrock ideological principles of 
Tito’s Yugoslavia was ‘brotherhood and 
unity’ In pract ice, the politics of the second 
Yugoslavia were based on balancing national 
interests, and the country was quickly 
organised into republics, drawn largely on 
ethno-naiional lines. From 1945 until the end 
of the communist regime, national identities 
retained their importance in politics. 
Nationalism, and separatism, however, were 
discouraged. 12 The most extreme 
nationalists were driven out of Yugoslavia, 
but maintained organisations in other coun¬ 
tries, notably Germany, the United States 
and Australia. Many of these organisations 
engaged in terrorist activities, and were con¬ 
sidered by the US government to be terrorist 
organisations. However, the activities of 
these groups were not overly hindered, leav¬ 
ing them free to try to destabilise Yugoslavia. 

Tito's Yugoslavia was considered a Soviet 
satellite until 1948, when Tito broke with 
Stalin and removed Yugoslavia from the 


sphere of direct Soviet domination. Western 
support for this ’maverick’ communist 
regime, at first tacit, became open by the 
early 50s, when the value of the country as 
one of the neutral buffer states between 
NATO and the Warsaw Pact was acknow¬ 
ledged by both sides. Tito, recognising the 
intermediary potential to play off the sur¬ 
rounding powers, used this geopolitical posi¬ 
tion to great advantage. 

While the division of Europe after the 
second world war is generally thought to 
have been accomplished in response to the 
pressures of the growing conflict between the 
Soviet communism and the west’, it is likely 
that the containment of Germany was as 
much a consideration in 1945 as it had been 
in 1920. The occupation and division of 
Germany into separate states, first de facto 
and then de jure, was accomplished with this 
in mind. Despite the important role that 
Austrians played in the Third Reich and the 
fact that the anschluss had been popular in 
Austria, that country was separated from 
Germany and absolved of responsibility for 
the war. At the same time that the 1955 
recognition of Austria’s independence made 
it a neutral buffer state between the Warsaw 
Pact and the NATO countries, it also com¬ 
pleted the detachment of that part of the 
Reich. Similarly, the reconstitution of 
Czechoslovakia and Yugoslavia re-established 
them as impediments to German expansion, 
particularly since the sizeable German 
populations that had existed in each of these 
regions for centuries were expelled from both 
countries immediately after the war. 

The containment of Germany after 1945 
was so successful that the importance of 
independent Austria, Czechoslovakia and 
Yugoslavia in this regard has been largely 
forgotten, except, perhaps, among the 
Germans themselves. It is certainly striking 
that the pan-German interest-in ensuring 
that no unified South Slav state exists seems 
reflected in the close co-ordination between 
Austria and the newly united Germany in 
urging the destruction of Yugoslavia. In the 
EC, Germany was willing to risk the Com¬ 
munity’s newly proclaimed unity in foreign 
policy by insisting on the recognition of 
Croatia and Slovenia in late 1991. Even 
though such recognition was opposed by alt 
of the other EC countries, it was ac¬ 
complished when the Germans threatened 
unilateral recognition if its partners would 
not go along. (Of course, why preserving EC 
unity was more important to the British and 
French than it was to the Germans is another 
question.) In the CSCE, on the other 
hand, the campaign against Serbia was 
orchestrated by the Austrians. In any event, 
it is striking that within two years of the 
reunification of Germany, Austria's goal of 
1914 and Germany's of 1941 have been 
achieved: the destruction of the unified 
south Slav state, the partition by inter¬ 
national boundaries of the largest nation in 
the Balkans (the Serbs), and the creation of 
German satellite states in that region: 
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Croatia and Slovenia. The recognition of the 
'independence' ot Bosnia should be seen in 
this light. The impending disintegration of 
Czechoslovakia wilt complete the destruc¬ 
tion of the states that had limited the expan¬ 
sion of German influence. 

Fatal Confederation 

For all the involvement of foreign hands 
in Yugoslavia, the tragic fate of the Yugoslav 
peoples was ensured by their own suscep¬ 
tibility to the appeal of chauvinistic 
nationalism. The political upheavals that 
destroyed Yugoslavia were first and foremost 
the result of actions of Yugoslav politicians 
themselves, although encouraged and aided 
by foreign powers. 

Despite the bitter heritage of the civil war 
of 1941-45, integration in the country ad¬ 
vanced substantially from 1945 until the late 
80s. The number of people who identified 
their nationality as ‘Yugoslav’ (rather than 
Serb, Croat, etc) rose substantially.” The 
rate of marriages between peoples of dif¬ 
ferent nationalities was about 10 per cent 
nationwide in the 80s, but considerably 
higher in those areas in which the popula¬ 
tions were most mixed. Thus in Croatia, 
which had an intermarriage rate of 17 per 
cent overall, the rate in some heavily mixed 
regions approached 40 per cent. 14 Most of 
these marriages were between Serbs and 
Croats, the very groups most heavily .an¬ 
tagonistic to each other during the civil war 
of 1941-45. 

Regardless of this living proof of the com¬ 
patibility of the Yugoslav peoples and their 
growing integration, the political structures 
of the country did not recognise this integra¬ 
tion, to say nothing of encouraging it. 
Instead, the country was divided into 
‘republics’, each except B and H bearing the 
name of one of the national groups and 
incorporating most of its traditional 
heartland. This administrative division may 
not have been dangerous in the earlier years 
of the second, communist Yugoslavia, 
because of the tight Leninist one-party 
political structure and also a federal 
constitutional structure that gave real 
power to the central government. However, 
the claim to fame of the Yugoslav variant 
of communism was the attempt to develop 
a less centralised, less bureaucratic, 
more democratic socialism, which was sym¬ 
bolised under the term 'self-management'. 

In theory, the League of Communists of 
Yugoslavia would grow less and less 
involved in decision-making, while citizens 
and workers managed their own attairs." 
However, an attempt to liberalise the 
political system in the late 60s opened the 
way for an openly nationalist movement in 
Croatia, which was barely suppressed in 
1971. In response, ‘reforms’ were enacted of 
both the political system and the federal 
structure. While the famed oxymoronic prin¬ 
ciple of ‘democratic centralism’ remained in 
regard to the League of Communists, the 
solution to the ‘nationalist question’ was to 


give even greater autonomy to the individual 
republics. In effect, constitutional amend¬ 
ments enacted from 1969 to 1971 trans¬ 
formed the Yugoslav federation into a con¬ 
federation of republics, in which the central 
government had very little power. Federal 
legislative bodies were composed only of 
representatives of the republics, not of the 
people directly. All federal legislation had 
to be approved by all of the constituent 
entities of the federation, and federal laws 
were to be administered by republican 
authorities. There was no federal court 
system, although a single federal court was 
empowered to hear cases between members 
of the federation, while a Constitutional 
court could hear challenges to the constitu¬ 
tionality of legislation and administrative 
acts. This confederal structure was refined 
and enshrined in the Constitution of 1974. 
Enforcement of the decisions of these 
courts, however, was problematical. 

While president Tito lived the confederal 
nature of the Yugoslav constitution was 
largely irrelevant, since his own personal and 
constitutional power was virtually unlimited. 
Upon his death in 1980, the constitutional 
structure seemed to provide mechanisms for 
governance, and the post-Tito transition 
went, initially, smoothly. However, the 
Yugoslav economy began to decline rapidly, 
entering a period that came to be known as 
the ‘permanent crisis’, with increasing 
unemployment and inflation. The resulting 
political pressures showed the weaknesses bf 
the confederal system, since it was difficult 
to obtain the unanimous agreement needed 
for any effective action. Instead, the leaders 
of the various republics entered a period of 
what has been called 'combative federalism’, 
in which many federal decision was held 
hostage by one or more of the republics, m 
order to obtain gains in other areas."' The 
result, of course, was to prevent effective 
reforms, thus intensifying the economic 
crisis. 

The worsening economic situation and the 
growing crisis of socialism in Europe 17 
increased the pressure for political change. 
In the early 80s, analyses were published that 
pinpointed the sources ol the ‘permanent 
crisis’ in the system of self-management 
socialism and specifically in the confederal 
nature of the Yugoslav state. 1 * However, by 
the mid-80s, criticism of the system took 
■ another turn, particularly in the republics 
of Serbia and Slovenia. 19 There, ‘dissident’ 
intellectuals began to enunciate criticisms of 
the Yugoslav federation as harmful to the 
interests of their several nations. Slovenia, 
the republic with the highest standard of 
living in Yugoslavia and one of (he lowest 
rates o.f unemployment in the world, claim¬ 
ed that it was being exploited by the rest of 
the country, since resources from the 
wealthier republics were used to help develop 
the less well off ones. Serbs, on tne other 
hand, objected to what they saw as the un¬ 
equal position of Serbia within the fcdcra 


tion. While the 1974 constitution had given 
virtually complete autonomy to all of the 
other republics, Serbia had been divided by 
the creation of the two ‘Autonomous Pro¬ 
vinces’ of Kosovo and Vojvodina within its 
borders. These provinces, nominally part of 
Serbia, were actually equal units of the 
federation with the republics. Further, Serbia 
itself had no control over the provinces, but 
the latter could exert power over Serbia. 
Thus, the provinces had representations 
within the Serbian parliament, but the 
republic had no representation within the 
provincial parliaments. Further, while 
amendments to the Serbian constitution 
required the agreement of the provinces, the 
provincial constitutions could be amended 
without the consent of Serbia. This situa¬ 
tion was particularly galling to the Serbs 
because the province of Kosovo had been the 
heart of the medieval Serbian kingdom, the 
source of the myths of Serbian nationhood, 
but had passed out of Serbian control. Since 
1945, Serbs had left Kosovo in droves, reduc¬ 
ing their percentage ol the provincial 
population from about 50 per cent to less 
than 15 per cent in the late 1980s. The per 
cent of Albanians in the population had in¬ 
creased correspondingly Thus Serbs saw 
their co-nationals as a threatened minority 
in Kosovo, while the Kosovo Albanians saw , 
themselves as a threatened minority within 
Serbia 2U Resentment on both sides built 
throughout the 1980s, as Serbia resorted to 
the kinds ot methods ol control used by the 
Israelis in the Occupied Territories. 

Serbs, in fact, began to feel increasingly 
that Yugoslavia had been created and main¬ 
tained at their expense, and that the Serb. 1 
had lost heavily in the federal stale. Thei 
resentment was given form in a ‘Memoran¬ 
dum’ by a ‘group of intellectuals' at the 
Serbian Academy of Sciences, drafted in 
1986. 21 Though the ‘Memorandum’ was 
never published, it was leaked to the press, 
and sparked great discussion throughout 
Yugoslavia. The Memorandum condemned 
the division of their nation in three of the 
Yugoslav republics and even inside the 
borders of the Serbian republic itself. It saw 
the development of post-war Yugoslavia as 
a continuation of a pre-war communist con¬ 
spiracy against Serbia, and the policies of 
Tito’s regime as aimed at keeping Serbs 
subordinate to the other Yugoslav nations. 

It also saw Serbia as exploited economically 
by the richer republics. 

The rising Serbian anxiety over the 
Kosovo situation and the resentments 
expressed in the Memorandum were armed 
at the communist leadership. However, what 
occurred was not the overthrow of the one- 
party socialist state, but rather its transfer 
mation into a one-party national chauvinisi 
one. 27 Slobodan Milosevic, one of the new 
generation of Yugoslav communist politi¬ 
cians, embraced what had been dissident 
nationalist criticism to transform the Serbiar 
League of Communists, in a virtual coup 
inside that party in late 1987. Milosevic, who 
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aspired to be a new Tito, organised mass 
demonstrations in Vojvodina, Kosovo and 
the Republic of Montenegro, overthrowing 
the regimes there and replacing them with 
his own followers. He thus inspired fear in 
the leadership of the other republics, and 
gave ammunition to the nationalists in other 
republics, who could cite Serbia’s rising 
nationalism as threats to their own peoples. 
The Slovenian leadership, under heavy 
pressure from nationalists in their own 
republic and afraid of Milosevic’s growing 
power, attempted to co-opt their local critics 
by adopting a nationalistic platform 
themselves, and by searching for ways to 
limit potential assertions of central authority 
over their republic They found the latter in 
the confederal structure of the 1974 constitu¬ 
tion, and in September 1989 Slovenia pro¬ 
nounced a doctrine of Republican supremacy 
over the centre, saying that in cases in which 
the federal and republican constitutions con¬ 
flicted, they would follow the republican 
constitution. This position, soon adopted as 
well by the Croats and then by the Serbs, 
more or less ensured the destruction of 
Yugoslavia and the civil war since it pre¬ 
cluded constitutional mechanisms for resolv¬ 
ing conflicts, leaving only unilateral actions 
backed by threats of force That the 
Slovenian doctrine was arguably congruent 
with the text of the constitution shows the 
weakness of that poorly drawn document. 

Nationai ism, Homicidal and Suicidal 

After Milosevic's ascension to power in 
Serbia in 1987, the politics of Yugoslavia 
became increasingly based on nationalism 
of a singularly vicious kind. The logic of 
Yugoslav nationalism was binary in struc¬ 
ture and zero-sum in content. In this kind 
of nationalism, the individual does not exist 
except as a member of a nation, and those 
with ties to other nations are suspect. 
Further, every element of social, political 
and economic life is seen in zero-sum terms: 
a gain for one nation can only be at the 
expense of another. The idea that all parties 
could gain by co-operation of at least mutual 
accommodation was strikingly absent, since 
anyone who suggested any kind of conces¬ 
sion to other nations was immediately 
branded a traitor. This structural logic, com¬ 
bined with the traditional European concept 
of the nation-state, renders minorities within 
such a state not only foreign, but con¬ 
taminating of the bodies social and 
political. 23 Within each of the republics 
except B and H, politics was immediately 
transformed into a combination of cam¬ 
paign against the largest local minority and 
against the Yugoslav federation itself. At this 
point, the term ‘self-determination’ took on 
a sinister connotation never envisioned by 
Woodrow Wilson or, presumably, by those 
who included it in various United Nations 
documents. In the Yugoslav reading in 1990, 
self-determination would be achieved when 
the given nation achieved its own sovereign 
state, in which sovereignly rested with the 


ethnic nation, not with the body of equal 
citizens. ‘Concessions’ to minorities ware 
given grudgingly if at all, and in ways 
designed to indicate that the members of 
these minorities could never be equal with 
those of the majority. Indeed, the politics 
of these regimes reversed the logic of ‘affir¬ 
mative action’ or ‘compensatory discrimina¬ 
tion’ in favour of minorities, 24 promising 
instead ‘negative action’ (to coin a phrase) 
to ensure that members of minorities would 
not be given important positions. Sovereign¬ 
ty, of course, precluded any idea of federa¬ 
tion, and while the concept of ‘confedera¬ 
tion’ was frequently cited, it is clear that 
those who raised that idea did so as smoke¬ 
screen to obscure their goal of destroying 
Yugoslavia. 

With the fall of communism in Europe in 
1989 elections in Yugoslavia became in¬ 
evitable, and were held in 1990. Again, the 
confederal nature of the constitutional 
(disorder was used to help destroy the 
federation, this time by republican vetoes on 
federal elections, while republican ones were 
held. This strategy gave ‘democratic’ 
legitimacy to the newly-elected republican 
governments but denied the federal govern¬ 
ment a chance to obtain its own legitimacy. 
Of course, to do so was necessary for the 
several republican regimes, since the federal 
prime minister. Ante Markovic, was the 
single most popular politician in all of 
Yugoslavia in 1990, and had federal elections 
been held, he would almost certainly have 
won them. To avoid this challenge to their 
own supremacy, the republics of Slovenia 
and Croatia blocked federal elections. 

The elections in 1990 doomed Yugoslavia, 
although the voters did not vote to do so. 
In the first elections, in Slovenia, a coalition 
of small to tiny parties assembled a S3 per 
cent majority in the new parliament, and 
excluded the two parties that had achieved 
the largest vote. The new government pushed 
for ‘sovereignty’ with the intent of destroying 
Yugoslavia, though this goal had not been 
put to the voters. In Croatia, a badly written 
election law let the extreme nationalist 
Croatian Democratic Union gain a two- 
thirds majority in the parliament on the 
basis of 43 per cent of the vote; it promptly 
used its unassailable legislative power to 
undermine the federal state. 

In these republics, and in Serbia later in 
the year, the parties that won based their 
appeal on a combination of national 
chauvinism at the federal level and hostility 
to the largest local minority. For all of the 
peoples of Yugoslavia, however, the adop¬ 
tion of this kind of nationalism was likely 
to be both homicidal and suicidal. The 
homicide was implied by the relegation of 
minorities to the political role of scapegoat: 
all problems are due to the minorities, who 
‘don't belong’. This same logic had been ap 
plied in Europe in the 1930s and 1940s, with 
disastrous results. In Yugoslavia, the most 
sensitive minority was bound to be the Serbs 
in Croatia, sirice exactly this kind of 


nationalism had led to genocide against 
them by the fascist ‘Independent State of 
Croatia’ in 1941-45. Rather than calm their 
fears, however, the new president of Croatia, 
who before the election had described that 
fascist state as a "legitimate manifestation 
of the historical aspirations of the Croatian 
people", and who had published a book that 
amounted to an apologia for the genocide, 23 
pursued vigorously chauvinistic policies. 

In such a case, the minorities are likely to 
resist, perhaps to rebel; but such rebellion 
must be forcibly put down to show the 
sovereignty of the majority in its own state. 
This cycle of violence, alrqpdy begun in 
Kosovo in the 1980s, spread to Croatia in the 
late summer of 1990, when Serbs in parts 
of Croatia that were almost entirely Serbian 
rebelled at the new state chauvinism of the 
Croatian Democratic Union government. 26 
That government, rather than attempt to ac¬ 
commodate Serbian fears, vowed only to 
crush the rebellion. Its attempts to do so 
were resisted by the Serbs, and the first stages 
of the civil war began. 

In B and H the situation was rather dif¬ 
ferent, since there was no majority popula¬ 
tion. The results of the 1990 election 
paralleled those of the distribution of the 
nations in the population, with a Muslim na¬ 
tionalist party getting about 50 per cent of 
the vote, a Serb nationalist party getting 
about 33 per cent of the vote, and the Croa¬ 
tian Democratic Uniop getting the rest. 
These parties temporarily formed a co 
operative government, more or less, but as 
Yugoslavia crumbled, the Muslims and 
Croats formed an alliance to proclaim 
independence. Since a similar alliance had 
been used against them during the civil war 
50 years earlier, the Serbs objected, and 
attempted to secede from Bosnia. The 
political configuration for the civil war there 
in 1992 was thus established.. 

The structural logic of the nationalists in 
Yugoslavia thus made violence inevitable by 
leaving no room for compromise. In the 
event, the war that the Croats started with 
their attempts to forcibly subdue the Serbian 
regions of Croatia was pursued most 
vigorously by the Serbs, not coincidentally 
the biggest losers in the breakup of the joint 
Yugoslav state. The Serbian campaign of ter¬ 
ror, forced deportation and murder in 
Croatia in 1991 and Bosnia in 1992 paralleled 
that waged by the Ustasha in the ‘Indepen¬ 
dent State of Croatia' in 1941-45. Yet this 
homicidal nationalism was also suicidal, 
especially for Serbia. As a result of the 
breakup of the federal state, all of the 
nations of Yugoslavia, and all of its former 
citizens, have lost. A$ a united country, 
Yugoslavia was relatively prosperous and 
had prospects for greater prosperity, and the' 
region saw its only half-century of peace. 
Ironically, the generation of Slobodan 
Milosevic and the confederalist leaders of 
Slovenia in 1989 was the first generation in 
history in the Balkans that did not itself have 
to fight a war. Tragically, these leaders 
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ensured that their sons and grandsons are- 
almost certainly going to have to do so. The 
future for the ex-Yugoslav republics will 
probably be like that of Pakistan: corrupt 
militaristic or outright military regimes, 
with permanent hostility to their closest 
neighbours. But such is the result of follow¬ 
ing Jinnahs, seeking a homogeneous nation¬ 
state rather than a democracy of citizens. 

•International Community - and 
Destruction of Yugoslavia 

While the Yugoslavs themselves bear the 
primary responsibility for their own tragedy, 
the posture of the ‘international community’ 
(in reality the EC and the US) seemed 
designed to ensure that the disaster would 
occur. First, their ready acceptance of the 
dismemberment of Yugoslavia stands in 
striking contrast to the general rule, that 
state boundaries are not changeable Thus 
the world has resisted the demands of the 
Kurds for their own state, demands certainly 
more justified than those of Slovenia and 
Croatia. Similarly, it has refused to recognise 
de jure the de facto division of Cyprus. 
Lebanon has been a state in name only since 
the mid-70s. In the case of Yugoslavia, the 
open Austrian and German political support 
for Slovenian and Croatian separatism (and 
more covert diplomatic and logistical sup¬ 
port, include assisting the creation of armed 
forces in these secessionist republics) rmde 
the preservation of the federation difficult. 

The stance of the US and the EC is even 
more curious when it is recognised that the 
destruction of Yugoslavia and Czechoslovakia 
undoes a major element of the peace 
strategies following both the world wars. The 
German role in the dismemberment of 
Yugoslavia must have been clear to the other 
European countries and to the US, and one 
must wonder why they acquiesced so 
quickly. 

One reason may be in a temporary com¬ 
monality of interest between the US and 
Germany and the end of the cold war. With 
the dissolution of the Warsaw Pact, the 
Yugoslav Army was one of the largest armies 
in Europe, and was outside of American 
control. The easiest way to destroy that army 
was to destroy the Yugoslav state. This goal 
may also have accounted for the quick 
American recognition of the independence 
of B and H, a step that all parties must have 
known would induce open warfare in that 
republic Bosnia had been the centre of 
Yugoslav defence strategy since 1920, and 
had the heaviest concentrations of military 
industries in Yugoslavia. By cutting the army 
off from its most important strategic posi¬ 
tions and its most important domestic sup¬ 
pliers, the US and EC ensured its rapid 
debilitation. 

A rather different reason for American 
involvement in the dismemberment of 
Yugoslavia is ideological. Much to Serbia’s 
misfortune, Milosevic’s identity as the last 
communist ruler of Serbia weighed more 
heavily than the strident nationalism that he 


shared with the leaders of the other Yugoslav 
republics. In American eyes, it was easy to 
present the conflicts between Serbia and the 
Slovene-Croat axis as being between 
(eastern) communism and (western) demo¬ 
cracy. That all participants were in fact closer 
philosophically to fascism was perhaps dif¬ 
ficult for the US and EC to admit, par¬ 
ticularly as Germany and Austria were most 
fervent in advancing the cause of the 
‘threatened democracies'. 

Yet it is also possible that the reaction of 
the EC and US was in fact based more on 
naivete than on conspiracy. In 1989, the 
general public assumption in the western 
world, and especially in the US, was that the 
downfall of communism would automatically 
be followed by democracy in eastern Europe. 
That Hitler was the most fervent anti¬ 
communist of the century, and that Euro¬ 
pean thought over the last hundred and fifty 
years has oscillated between the poles of 
‘nation’ and ‘class’ as organising prin¬ 


ciples/ 7 largely missing the democratic con¬ 
cept of a polity of individual citizens, 2 " did 
not seem to enter the public discourse. 
Perhaps Americans and western Europeans 
really thought that fascism was dead. In any 
event, the ready acceptance of the results of 
a single set of hurriedly called elections as 
affording democratic legitimacy to the win¬ 
ners made it easv for parties and politicians 


with no democratic inclinations whatever to 
wrap themselves in the trappings of the new 
post-socialist cult of the politically saued 
Indeed, the international community's 
ratification of the destruction of Yugoslavia 
may be seen as a cynical, ominous betrayal 
of any commitment to the development of 
democratic regimes in the formerly socialist 
countries. It may be that the death of 
Yugoslavia was preordained by the real/uihtik 
considerations of the major powers, despite 
the tragic consequences that Yugoslavia's 
dissolution meant for all of the Yugoslav 
peoples. 


[Votes 

1 Despite the apparent duality ol its name, the 
Republic of Bosnia and Herzegovina wav 
one entity within Yugoslavia and has been 
recognised as an independent state by the 
international community. It will be refer 
red to in this papei as "B and H' 

2 The republics in erstwhile Yugoslavia were 
each more or less defined according to the 
largest national group within it, as identified 
by their names, thus Slovenia was the 
republic of the Slovenes, Croatia of 
Croats, Serbia of Serbs, Montenegro of 
Montenegrins, Macedonia of Macedonians 
However, most of these republics had large 
minority populations within them, and 
sonic parts ot Croatia were, in fact, ovei- 
whelmmgly Serbian in population B and 
H was a special category, with a mixed 
population of about 50 per cent Slavic 
Muslims (identified as a ‘nation’ in 1967), 
32 per cent Serbs and 17 per cent Croats 
(1981 figures). 

3 The literal orientalism of many western 


analyses of the Yugoslav situation is ex¬ 
plored in Milica Bakic-Haydcn and Robert 
M Hayden. ‘Orientalist Variations on the 
Theme ‘Balkans’: Symbolic Geography in 
Recent Yugoslav Cultural Politics', Slavic 
Review 50: 1-15 (March 1992). 

4 The supposed distinctions between 
‘nationalism’ and ‘communalism’ blur in 
Yugoslavia. Serbs Croats and Slav Muslims 
in Yugoslavia speak dialects of the same 
language (although the Cyrillic script is used 
by Serbs, Latin script by Croats and 
Muslims), and the divisions between them 
are based primarily on religion: Serbs are 
Orthodox Chrisiians, Croats Roman 
Catholics, and Muslims are, of course, 
Muslims. Since the Muslims are descen¬ 
dants of Serbs and Croats who converted 
to Islam during the 500 years of Dirkish 
occupation of the Balkans, the populations 
are not physically distinguishable. None¬ 
theless, they are defined in terms of birth 
into a religious community rather than of 
personal adherence to a faith. Thus many 
communists, a prion atheists, still identified 
themselves as Serbs, Croats and Muslima 
in terms of nationality. The increasing rates 
of intermarriage in communist Yugoslavia 
mean that few communities are as ’imagin 
ed’ as those of Yugoslavia, and few so 
intertwined. 

5 The Germans were opposed to a unified 
south Slav state for just these reasons. It 
should be recalled that world war I started 
in 1914 when Austria attacked Serbia in an 
attempt to block Serbia's expansion into 
Bosnia, which Austria had annexed in 1908. 

6 ‘Yugoslavia’ means ‘land of the south Slavs' 
in Serbo-Croatian. The south Slavic 
languages include Serbo-Croatian, Slove¬ 
nian, Macedonian and Bulgarian; but the 
language question has always been vexed. 
Croat nationalists have always claimed that 
Croatian is a different language from 
Serbian, not simply a different dialect; while 
the Bulgarians deny (hat Macedonian is a 
separate language, claiming il tt> be a dialect 
of Bulgarian. On purely linguistic grounds, 
the first claim is clearly nonsense, the 
second one more plausible. Of course, the 
political implications of these claims are tied 
to the Romantic vision that requires each 
nation to have its own language, and, con¬ 
versely. defines ’nation’ largely on linguistic 
grounds. 

7 The best recent history of the formation of 
Yugoslavia is Alexis Djilas, The Contested 
Coim/r/( Harvard University Press, 1991) 
Ivo Banac. The National Question in 
Yugoslavia. Origins. History, Politics 
(Cornell University Press. 1984) is a close 
study ol the formation of Yugoslavia and 
ihe fnsi lew years of the new state's 
existence 

8 The 'Macedonian problem’ has once again 
arisen in Greece’s refusal io recognise the 
independence of Macedonia as long as the 
Macedonians call (heir state Macedonia. 
The Greek argument is that Macedonia is 
a Greek word and names a region in 
Greece, and that calling Slav Macedonia 
'Macedonia' recognises Slav claims to Greek 
territory. In reality, the Greeks are worried 
about the Slav minority in Greek Macedonia, 
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until now treated by Greece in civilised 
European fashion by denying their ex¬ 
istence who might want to secede from 
Greece. Toe Greeks demand that Macedonia 
be called Skopje, after its capital, a posi¬ 
tion analogous to a demand by India that 
Bangladesh call itself the Republic of 
Dakka. Macedonia, in fact, faces territorial 
pretensions from Greece, Serbia and 
Bulgaria, and possibly Albania. 

9 Banac, op cit. 

10 The Croatian genocide of Serbs. Jews and 
other undesirables, and the ideology behind 
it, is discussed in A Djilas, The Contested 
Country (op cit). 

11 A highly readable account of this 
multifaceted war, by a leading participant, 
is Milovan Djilas' Wartime (Harcourt, 
Brace, Jovanovich, 1978). 

12 Yugoslavia was not the only communist 
country to deal with nationalism by formal¬ 
ly recognising the importance of national 
identity while denying the legitimacy of 
chauvinistic nationalism. This ideological 
balancing act was facilitated by the cen¬ 
tralism of the Leninist state, which kept 
political power in the hands of an excep¬ 
tionally small elite. On the other hand, with 

■ the increasing fragility of communist 
economic systems, this type of ‘ethno- 
federalism' left the federal entity liable to 
fragmentation, since in a growing absence 
of tangible rewards for followers, absolute 
control over local resources became essen¬ 
tial for the maintenance of power by 
republican leaders (see Philip Roeder, 
'Soviet Federalism and Ethnic Mobilisation’, 
World Politics 43:196-232 (1991 j.) 

13 Stevan Burg and Michael Berbaum, ‘Com¬ 
munity, Integration and Stability in 
Multinational Yugoslavia', American 
Political Science Review 83:535-554 (1989). 
These authors were careful to note the 
fragility of this ‘Yugoslav’ identity, however, 
and suggested that it might decline as the 
economy worsened. This pessimism was, 
apparently, justified; figures from the cen¬ 
sus of 1991 (which may not be very reliable) 
indicated a sharp drop in the numbers 
of those who identified themselves as 
‘Yugoslavs’. 

14 Vreme, March 9, 1991 

15 The literature on Yugoslav self-management 
is truly vast. The best introduction to the 
history of communist Yugoslavia and the 
development of self-management socialism 
through the early 1970s is Dennison 
Rusinow, The Yugoslav Experiment. 
1943-74 (University of California Press, 
1978). 

16 Slobodan Samard/ic, Jugoslavija pred 
Iskusenjem Federahzma (Beograd. 1989) 
See also Dennison Rusinow, ed, Yugoslavia 
A Fractured Federalism (Wilson Centre, 
1988). Relations between the Yugoslav 
republics from the mid-1980s until the 
collapse of the (con)fedeia(ion exhibited 
virtually all of the failings of confederations 
tnat were pointed out by Hamilton, 
Madison and Jay in t'le early numbers of 
the Federalist Papers (1787) 

17 By the late 70s, one joke common in east 
European intellectual circles was that no one 
believed in socialism any more, except 
western intellectuals. 


18 See. e g, Jovan Miric, Sistem i Kriza (Zagreb, 
1983). It should be not that glasnost had 
thus come to Yugoslavia long before 
Gorbachev appeared on the Soviet scene. 

19 The Serbs and Slovene positions are analys¬ 
ed in greater detail in Robert M Hayden, 
‘Yugoslavia' From Civil Society to Civil 
War', paper presented at the annual meeting 
of the American Anthropological Associa¬ 
tion, Chicago, IL, November 1991. 

20 Actually, both beliefs were valid. However, 
international human rights activists, con¬ 
cerned primarily with the actions of govern¬ 
ments, focused mainly on the plight ot the 
Kosovo Albanians and largely ignored that 
of the Kosovo Serbs. 

21 One of the least pleasant aspects of study¬ 
ing Yugoslavia since the late 80s has been 
observing the transformation into fervent 
(sometimes raving) nationalists of people 
who had been good, critical intellectuals. 
A comparable feeling might be engendered 
if the faculty of the History department at 
JNU were suddenly to embrace the theories 
of P N Oak 

22 A similar transformation of a nominally 
socialist regime into a chauvinistic 
nationalist one had been accomplished by 


Ceausescou in Romania in the late 70s. Sec 
Katherine Verdery, National Ideology 
Under Socialism (University of California 
Press, 1991). 

23 Cf Mary Douglas, Purity and Danger, 
(London: Routledge and Kegan Paul, 1966). 
Minorities are ‘matter out of place* in 
Douglas’ terms, hence polluting and thus 
dangerous. 

24 See Marc Galanter, Competing Equalities 
(Oxford University Press, 1984). 

25 Franjo TUdjman, Bespuca Povijesne 
Zbilnosti, (Zagreb, 1989). 

26 It must be acknowledged that the Serbs 
fears were intensified by a propaganda cam¬ 
paign mounted by the Serbian government, 
as chauvinistically nationalist as that in 
Croatia. The actions of the two govern¬ 
ments thus complemented each other in 
feeding the fears of the Serbs: the Croatian 
government's ‘firm hand’ policy seemed to 
prove the truths of the Serbian government’s 
anti-Croat propaganda. 

27 See Roman Szporluk, Communism and 
Nationalism: Karl Marx versus Friedrich 
List (Oxford University Press, 1988). 

28 See Louis Dumont, Essays on Individua¬ 
lism (University of Chicago Press, 1986) 
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PERSPECTIVES 


Blasphemy and Religious 
Criticism 

Nasim Ansari 

Rushdie’s fiction raises interesting issues of belief and scepticism 
that are provocative certainly but not really blasphemous, unless 
one starts from the premise that the very shadow of a doubt on 
holiness is blasphemous. 


THERE was that naughty boy who was in 
the peculiar habit of crying out ‘wolf for 
nothing. But of course the people did not 
believe him when they did not see any wolf 
around. In the case of Rushdie’s Satanic 
Verses, it seems to have been the same story 
the other way round. Who started the game, 
it would be difficult to pinpoint; but soon 
there were vast sections of people shouting 
‘blasphemy’ hoarse, without as much as 
caring to look around to see if the wolf was 
indeed on the prowl. Sbahabuddin's is the 
classic case: he did read the book—perhaps 
would not on principle—and yet wrote a 
sharply critical piece on it, with a confidence 
moreover that wiser men would surely be 
envious of. But then how about Khushwant 
Singh who did read the book—twice, he 
says—and then indicted it for blasphemy. 
Apparently, he had no reason for being 
emotively involved either. I do not really 
know what his reasons for the indictment 
might be because he gave none But having 
read the book recently, I find his reaction 
odd. I have no pretension to being a literary 
critic—although the question of readability 
raised by Khushwant Singh is better judged 
by commoner people—but it seems to me— 
and this is no matter of exclusively literary 
interest—that Rushdie’s fiction raises in¬ 
teresting issues of belief and scepticism that 
are provocative certainly but not really 
blasphemous, unless one starts from the 
premise that the very shadow of a doubt on 
holiness is blasphemous. Of course, I will 
give my reasons, and will also reflect on the 
semantic issue of what may be considered 
blasphemous. 

At the outset, however, let me make it very 
clear that I have no desire to defend Rushdie; 
much leu praise him. If at all, 1 have a vested 
interest in supporting my community, for my 
kith and kin are a religious lot and I have 
more reason to humour them than Rushdie: 
But it also hurts to be angry, does it not? 
And if there is no justification for the anger, 
it becomes pointless too Dissuading people 
from pointless fury, to my mind, is render¬ 
ing some service to than. After all, deman¬ 
ding death for Rushdie, quite a few of his 


condemners lost their own lives, and at least 
in India too quixotically for they vented their 
fury against an administration that had ac¬ 
tually anticipated their sentiment and in 
deference to it was the first the world over 
to ban the book. 

Now, as to my reasons: The central theme 
of the novel is a reported incident in the early 
missionary years of the prophet, when his 
followers were few and his detractors many. 
It seems that in these adverse circumstances 
he came out with some verses that assigned 
a role to the three main goddesses of Arabia, 
Lat, Manat and Uzza, though still sub¬ 
serviently to that of Allah. He later 
repudiated these verses as emanating from 
satan and claimed that the arch-angel sub¬ 
sequently informed him of the satanic 
mischief and substituted for the earlier verses 
the correct ones that berated rather than 
extolled the imaginary goddesses. The title 
of the book refers to the repudiated verses 
and is not a teasing description of a critique 
of the prophet, as some might imagine. 

Now, there would be many who would 
question the veracity of this story. But, sure 
enough, it is no figment of Rushdie's im¬ 
agination. For, I had heard of it in quite 
devout quarters in my early boyhood, which 
was before Rushdie was bom. It so happen¬ 
ed that as a part of my early schooling, I 
had for a wholetime guardian a young 
graduate from the theological university of 
Deoband. Maulvi Aleefullah Usmani— 
whose father Maulvi Laqaullah Usmani was 
a prominent worker of the Jamiatul Ulemai 
Hind at Panipat, where after partition he 
stayed back as a solitary Muslim midst an 
embittered refugee population from 
Pakistan—was certainly a firm dis¬ 
ciplinarian, who would make sure that his 
ten-year old ward would not miss any of the 
long-enduring late-night Ramazan prayers 
and of course said all his daily prayers in the 
neighbourhood mosque He was nevertheless 
liberal enough to expose his ward to religious 
ideas more persuasively than dogmatically, 
and more so as the ward grew older. In par¬ 
ticular, he occasionally took me along to his 
informal meetings with his peers, and it was 


in course of one such discourse that I learnt 
that god had given such a long lease to satan 
(to eventually hang with, of course) that he 
could even delude prophets for a while; in 
the case of our prophet the delusion was the 
most short-lived. 

But, then, why pin on a single incident in 
the prophet's life, and one that is after all 
dubious? The idea is to raise a doubt, not 
bring a censure, to be sure: ‘What is the op¬ 
posite of faith./Not disbelief. Too final, cer¬ 
tain, closed. Itself a kind of belief./Doubt! 
Something here that should have struck a 
special chord of sympathy in Khushwant 
Singh. For, is he not fond of insisting that 
he is agnostic rather than atheist; knowing 
not rather than knowing? But of late, he in¬ 
forms us, he has been researching profound¬ 
ly into the Quran. Well! he has come to 
know better. 

There are other straws of doubt too Like 
Aycsha telling the prophet mischievously: 
‘Your god certainly jumps to it when you 
need him to fix things up for you'. Like when 
Aycsha was inadvertently left behind in the 
desert and was rescued by the young and 
handsome Safwan, whereupon tongues 
started wagging and god himself interced¬ 
ed on behalf of Ayesha, who this time of 
course did not comment on the convenience 
of the verses. Then there is the case of 
Salman, the erudite Persian, who was among 
the earliest to be converted to Islam and who 
was assigned the task of recording the 
Quran. The intellectual, poor fellow, had to 
doubt. So, we are told, he altered the text 
here and there and was astonished that the 
messenger of god did not notice the lake 
from the real. (After all, was not a standard 
edition of the Quran compiled only during 
the reign of the third Khalifa, Uthman, and 
were not then instructions sent to authorities 
all over the Islamic world to ensure destruc 
lion of all other texts.) Rushdie certainly 
comes on the theory of revelation rather 
heavily: Gibrec!\is an artificial construct, as 
it were, symbolically an actor who must 
speak his part without caring to know as to 
who wrote that part. The prophet may have 
been inspired, but that he got messages from 
god literally through an intermediary, that 
is something that Rushdie takes with more 
than a pinch of salt. 

This summarises the central theme—the 
one that relates to the life and the times of 
prophet Mohammad. Blasphemy, if any, 
must be sought here. There are sub-plots 
too—supplementary plots, if you like—and 
these even account for the bulk of the novel. 
But they are all laid in contemporary settings 
and do not refer to any of the incidents in 
the life of the prophet Or for that matter to 
any of his messages. The one that accounts 
for most of the space is essentially 
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autobiographical: an emigre from Bombay 
settled in London from boyhood days has 
his long t.avails with faith and reasoning. 
Gibreel Farishta remains a sort of a link, but 
here he is more definitively an actor, model¬ 
led more after Amitabh Bachchan than after 
the arch-angel, though he docs have occa¬ 
sional visions of his angelic role. There is a 
brief reference to the Imam, who is an exile 
in the Satanic west but manoeuvres from 
there the fall of the demonic rule in his 
beloved Desh—-by spiritual prowess or by 
hijacking, as it were, a democratic move¬ 
ment, that is the question. Then there is the 
story of the Ayesha Haj, visualised contem¬ 
poraneously in India, in which a young girl 
spiritually inspired—who somehow reminds 
me more of Joan of Arc than Ayesha of 
Arabia—leads a large group of people over 
a long distance on foot, till at Bombay the 
sea parts for the faithful to walk on, and a 
few who cannot make it just in time are 
nevertheless positive that they saw the sea 
part and were only condemned to be left 
behind. ‘Human beings in danger of drown¬ 
ing struggle against the water. It is against 
human nature simply to walk forward meek¬ 
ly until the sea swallows you up. But Ayesha, 
Mishal Akhtar and the villagers of Titlipur 
subsided below sea level; and were never seen 
again’. Such is the force of faith; it may or 
may not move mountains, but it is always 
ready to bang against one 
My summary, I imagine, has become ex¬ 
haustive now. But why have 1 sidetracked 
from those two questions that have been 
raised most vociferously in evidence of the 
blasphemous nature of the book? Because, 
though related to the central theme, they are 
still peripheral, and could only be treated as 
such- They must of course be faced. 

The first relates to the name Mahound in 
place of Mohammad. Shahabuddin chides 
Rushdie for a cleverness here that shows: 
Rushdie must of course be aware of the 
derisive nature of this name but presumably 
uses it innocently as a Fictional form. This 
certainly proves that Shahabuddin indeed 
did not read the book. For, Rushdie says at 
the outset: ‘Here he is neither Mahomet nor 
Moc Hammered; has adopted, instead, the 
demon-tag the farangis hung round his neck. 
To turn insult into strengths, Whigs, Tories, 
blacks all chose to wear with pride the names 
they were given in scorn; like-wise, our 
mountain-climbing, prophet-motivated 
solitary is to be the medieval baby-frightener. 
the Devil’s Synonym: Mahound! Not con¬ 
vincing, I would say, for the other names got 
transformed in course of time with no trace 
of derision remaining; not so ‘Mahound’ 
that remained derisive all along and worse 
still is unnecessarily resurrected from obli- 
viqn. Nevertheless, Rushdie gives his reasons, 
and just because I do not agree with him, 
it does not follow that his intentions were 
dishonest. But intentions apart, this can give 
offence, and can hardly be justified as an 
unavoidable part of a legitimate critique. 


Shahabuddin must be given his due, if still 
not on grounds advanced by him. 

However, the other issue, that is said to 
be the most shocking, is in fact the most mis¬ 
understood. This refers to a group of pro¬ 
stitutes having the same names as the wives 
of the prophet. Apparently there must be a 
malicious design about it, for there would 
be no point in suggesting that the common 
names were just fortuitous. The fact of the 
matter is that the prostitutes are not suppos¬ 
ed to have those names at all. All that is sup¬ 
posed is that following the prophet’s con¬ 
quest of Jahilia (for Mecca, which is of 
course okay, as Muslims indeed call the pre- 
lslamic phase as that of ‘jahiliyat’ or ig¬ 
norance), all the vice-dens in the city are not 
instantaneously obliterated. Mohammad of 
course becomes an instantaneous hero—to 
saint and sinner alike It is in these cir¬ 
cumstances that, spurted on by a client, the 
prostitutes fantasise for themselves the roles 
of the prophet's wives, each seeking out a 
name as apt to her own condition—age and 
so on—as possible The design of course is 
to see evil as the obverse of virtue—to raise 
the issue of duality of good and bad vis-a-vis 
the unity of the supreme being—a theme 
that recurs throughout the novel. 

Well! Now at least my account is 
complete—in the sense that I think I have 
referred to all the aspects of the narrative 
that have a bearing on the question: how 
blasphemous the novel is? But now comes 
the final question: how do we judge? In 


other words, how do we distinguish between 
blasphemy that may be impermissible and 
critique that may be legitimate? The dic¬ 
tionary [Chambers, 20th Century Dic¬ 
tionary, 1983], unfortunately, is not 
particularly helpful. It makes blasphemy and 
impiety almost synonymous. ‘Impious or 
profane speaking’ it the meaning, and 
‘profane’ in turn is ‘not sacred, secular, 
showing contempt of sacred things, etc 1 — 
mind you ‘secular’ also. Evidently, this 
cannot be impermissible blasphemy, for if 
it is, even a scientific postulate that con¬ 
tradicts or is believed to contradict any tenet 
of any faith may be declared‘impermissible, 
as indeed many a scientific postulate was in 
the good old days of the bloody Jesuits. 
Indeed, fundamentalists themselves have oc¬ 
casional permitted some criticisms of their 
faiths without dubbing this as blasphemous. 
Thus inter-religious and inter-sectarian 
public debates have not been unheard of, in 
which scholars, specially of competing mis¬ 
sionary faiths—Islam, Christianity, Arya 
Samaj, and so on—have engaged themselves 
inevitably in mutual critiques. And quite 
recently, we have had Arun Shouric's critique 
of Islam, which no one called blasphemous. 
1b my mind, impermissible blasphemy must 
be an irreverence that is plainly insulting 
without any modicum of reasoning about 
it or an irreverence that can be shown to be 
irrelevant to the argument in hand. 

The Rushdie episode—the novel and more 
than that the bizarre protest against it—has 
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bad hi morals. And one, of course, is the 
need for a secularism more positive and 
assertive than that practised in India for in¬ 
stance. This is not to suggest that religions 
must be curbed—a standpoint that led the 
USSR, ironically, to establish a new church 
of atheism, as it were—: doubt rather than 
disbelief is the opposite of faith, as Rushdie 
would put it. But, on the other hand, it 
would also not be very meaningful to con¬ 
sider secularism as protective of all religions 
rather than as exclusive of them. Religious 
freedom is welcome. But there must also be 
freedom for rationalist thought, even when 
it is critical of religion, and specially when 
the criticism is of a proselytising religion, 
which surely should be willing to defend the 
message it is not to propagate. 

Moreover—and here is another moral to 
the controversy—dissent and debate are 
needed for the progress of religions 
themselves. Islam’s claim to finality is the 
most prominent: humanity had become 
mature enough to receive the final message 
of god when religion was perfected in Islam 
and prophethood ended with Mohammad. 
And yet 'ijtehad' or religious innovation ac¬ 
ceptable to the ‘umma’ or the community 
of the faithful at large is by no means ruled 
out. After Mohammad, the principle of 
‘khilafat’ or succession itself was decided 
uridcr dispute, so much so that to thi day 
it remains the basis of the great ideological 
divide between the two major sects of 
Islam—Sunnis and Shias. Umar, the second 
khalifa, is known for his several innovations 
in the practice of Islam, though not 
necessarily progressive most of the time. 
Later, ideological dissents became rampant, 
leading to the proverbial 72 seas of Islam. 
But the more significant dissents—the 
Ijtehad’ truly—were those dissents that 
transformed rather than split the sects, and 
more importantly the mainstream sects. Im¬ 
am Abu Hanifa, who led the first major in¬ 
terpretative school of the Sunni faith—the 
numerically predominant sea of Islam- 
focused on the need for rationalist thought 
by pointing out that of the over-6,000 verses 
of the Quran hardly 200 provided guidance 
on human condua and then too seldom in 
specific enough terms to be uniquely inter- 
pretabie. (How misleading then the Rushdie 
description of Quran as rule book! 

Evidently, then, god has left a great deal 
of ground for the faithful to traverse through 
their own wisdom. Even insofar as the 
Quran guides, a monopolistic position for 
it is not claimed: 

Those who believe (in the Quran) 

And those who follow the Jewish (scriptures) 
And the Christians and the Sabians— 

Any who believe in god 
And the last day 
And work righteousness. 

Shall have their reward 

With their lord: On them 

Shall be no fear, nor shall they grieve. 

(Sum II, Verse 62, translation by Mohammad 
YUsuf All] 


But the faith ful have not been too willing 
to apply their wisdom. So although the 
Hanafi school now claims allegiance from 
the single largest group of Muslims—of at 
least the Sunni Muslims—the imam in his 
own day was branded a ‘kafir’ and was even 
required to recant from some of hit 
philosophical positions in face of 
persecution—very much like Galileo later. 
Even so, he died in imprisonment, though 
mystery surrounds the exact cause of his im¬ 
prisonment. Abu Hanifa is no exception. 
Many a scholar of Islam suffered 
persecution—even death—for his thought 
and views. Jaad bin Dirham’s throat was slit 
for a mere dogmatic deviation, on orders 
from khalifa Hashim bin Abdul Malik, 
precisely on the day of the Iduz-Zoha, the 
way goats and cattle are slaughtered that day. 
No deviant scholar was spared. Not even the 
four imams of the Sunni faith—Abu Hanifa, 
Malik bin Anas, al-Shafi'i and Ahmad bin 
Hanbal—all of whom suffered lashes, chains 
and imprisonment. 

Dissent is inevitable anyway: so long as 
man must think, he must also dissent. What 
is needed is institutionalisation of dissent. 
If you curb dissent, you produce; almost 
dialectically, more discord than you would 
if you were permissive about it. And in the 
bargain, you constrict reform and progress 
as well. 

In the end, I have a parable to tell. And 
I would very much want the Muslim fun¬ 
damentalists to ponder over it. It is drawn 
from events contemporary but has much af¬ 
finity to parables Quranic Repeatedly the 
Quran tells us that when sin abounds a 
people, god sends to them a prophet and 
when they disown and despise him rather 
than believe and follow him, He sends to 
them his devastation—deluge; earthquake, 
pestilence, what not, but always on a scale 
that bents the divine wrath. But now when 
the imam came to Iran, his people respond¬ 
ed to him with an enthusiasm that is not 
easily paralleled. They brought down the 
demonic rule, and preferred all the rigours 
of a virtuous living to all the pleasures of 
a sinful existence. And yet god dealt with 
them in a manner that lie had reserved for 
incorrigible sinners and non-believers. First 
came to them the ravages of a senseless 
war—but that was man-made after all. But, 
next, came to them a devastation that was 
truly divine and on a scale too that would 
befit the divine wrath—an earthquake of an 
intensity unmatched over a long period. Did 
the god, then, want to tell them that they 
had no business to be so presumptuous as 
to imagine that they were as all-knowing as 
god himself and could judge people and 
issues without as much as an opportunity 
of defence and debate and that too in do¬ 
mains that are apparently more god's than 
man’s? Or, was it but a satanic aberration 
in which case we are face to face with the 
issue of duality of power vis-a-vis the unity 
of supremacy. 
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THE SAKURA BANK, LIMITED 

(Formerly known as THE MITSUI 1AIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with Limited Liability) 

BOMBAY BRANCH 


BALANCE SHEET AS AT 3IST MARCH, 1992 


(000’s omitted) 



Schedule 

As on 
31-03-92 

As on 
31-03-91 



Rs 

Rs. 

I CAPITAL AND LIABILITIES 



Capital 

1 

- 

- 

Reserves and Surplus 

2 

5,63,79 

5,56,54 

Deposits 

3 

108,93,78 

109,06,94 

Borrowings 

4 

5,19 

1,71,55 

Other Liabilities and 
Provisions 

5 

6,61,47 

10,45,99 

TOTAL 


121,24,23 

126,81,02 

ASSETS 




Cash and balances with 
Reserve Bank of India 

6 

12,66,25 

23,82,99 

Balances with banks and 
money at call and 
short notice 

7 

22,07 

13,27 

Investments 

8 

37,67,72 

35,18,00 

Advances 

9 

62,56,46 

59,99,32 

Fixed Assets 

10 

4,64,18 

5,09,94 

Other Assets 

II 

3,47,55 

2,57,50 

TOTAL 


121,24,23 

126,81,02 

Contingent Liabilities 

12 

58,54,27 

52,62,73 

Bills for Collection 


24,83,57 

6,10,14 

Notes to Accounts 

17 



Notes and schedules to the accounts form an integral part of 
the Balance Sheet. 


As Per Our Report of Even Date Attached 
For S. a BILLIMORIA & CO. 

Chartered Accountants 
Sd/- 

(Y. H. Malcgam) 

Partner 

BOMBAY 

Dated: June 29, 1992 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31ST MA RCH, 1992 


(000’s omitted) 


Schedule Year Year 

Ended Ended 

31-03-92 31-03-91 


I. INCOME 
Interest earned 
Other income 

TOTAL 



14,42,69 

1,70,42 


19,43,50 16,13,11 


EXPENDITURE 


Interest expended 15 

7,34.72 

Operating expenses 16 

1,88,69 

Provisions and 


contingencies 

6,35,56 

TOTAL 

15,58,97 

PROFIT/LOSS 


Net profit/Loss(-) 


for the year 

3,84,53 

Profit/Loss (-) 

4,51,84 

TOTAL 

8,36,37 

APPROPRIATIONS 


Transfer to statutory reserves 

76,91 

Transferred to Head Office 

3,77,29 

Balance carried over 


to balance sheet 

3,82,17 



8,36,37 6,30,39 



TOTAL 

Notes to Accounts 


Notes and Schedules to the accounts focm an integral part of 
Profit and Loss Account 


For THE SAKURA BANK. LTD. 
Sd/- 

S. Yamamoto 
General Manager 
Chief Executive Officer in India 
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THE SAKURA BANK, LIMITED 

(Formerly known as THE MITSUI TAIYO KOBE BANK, LIMITED} 

(Incorporated in Japan with Limited Liability) 

BOMBAY BRANCH 


Schedule 1—Capital 

Nominal Value of Securities 
Deposited with the Reserve 
Bank of India under 
Section 11(2) of the Banking 
Regulation Act, 1949 

Schedule 2—Reserves and 
Surplus 

1. Statutory Reserves 
Opening Balance 
Additions during the year 

II. Balance in Profit and 
Loss Account 

TOTAL (I and II) 
Schedule 3—Deposits 

A. 1. Demand Deposits 

i) From Banks 

ii) From Others 

II. Savings Bank Deposits 
III. Iferm Deposits 

i) From Banks 

ii) From Others 

TOTAL (I, II and III) 
Schedule 4—Borrowings 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Other Banks 

iii) Other Institutions and 
Agencies 

II. Borrowings outside India 

TOTAL (I and II) 

Secured borrowings included 
in I and II above—Rs. nil 


SCHEDULES TV BALANCE SHEET 


(000's omitted) 



As on 
31-03-92 
Rs. 



3,82,17 


5,63,79 


As on 
31-03-91 

Rs. 


4,51,84 


5,56,54 


22,59 87 

17,56,39 15,41,48 

4,44,66 3,69,15 



Schedule 5—Other Liabilities 
and Provisions 

1. Bills Payable 

II. Inter-Office Adjustments (net) 
HI. Interest Accrued 
IV, Others (including Provisions) 


Schedule 6—Cash and Balances 
with Reserve Bank of India 

1. Cash in hand 
(including foreign currency 
notes) 

II. Balances with Reserve 
Bank of India 

i) In Current Accounts 

ii) In Other Accounts 

TOTAL (I and II) 

Schedule 7—Balances with 
Banks and Money at Call 
and Short Notice 

I. In India 

i) Balances with banks 

a) In Current Accounts 

b) In Other Deposit 
Accounts 

ii) Money at Call and Short 
Notice 

a) With banks 

b) With other institutions 

TOTAL (i and ii) 


II. Outside India 

i) In Current Accounts 

ii) In other Deposit Accounts 

iii) Money at Call and 
Short Notice 

TOTAL (i, ii and iii) 
GRAND TOTAL (I and II) 


(000's omitted) 



As on 
31-03-92 
Rs. 



As on 
31-03-91 
Rs. 


91,26 

6,34,78 

2,64,49 

55,46 


6,61,47 10,45,99 


17,86 10,51 

12,48,39 23,72.48 


12,66,25 23,82,99 
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THE SAKURA BANK, LIMITED 

(Formerly known as THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with Limited Liability) 

BOMBAY BRANCH 


SCHEDULES TO BALANCE SHEET 


(000's omitted) 



Schedule t—Investment* 

I. Investments in India in 

i) Government Securities 

ii) Other approved 
Securities 

iii) Shares 

iv) Debentures and Bonds 

v) Subsidiaries and/or 
joint ventures 

vi) Others (to be specified) 

TOTAL 

II. Investments outside India 

GRAND TOTAL (I and II) 

Schedule 9—Advances 
A. i) Bills purchased and 
discounted 

ii) Cash credits, overdrafts 
and loans repayable on 
demand 
ill) Tfefffi loans 

TOTAL 

& i) Secured by tangible assets 

ii) Covered by Bank/ 
Government Guarantees 

iii) Unsecured 

TOTAL 

C. I. Advances in India 

i) Priority Sectors 

ii) Public Sector 

iii) Banks 

iv) Others 

TOTAL 

II. Advances outside India 

i) Due from banks 

ii) Due from others 

a) Bills purchased and 
discounted 

b) Syndicated loans 

c) Others 

TOTAL 

GRAND TOTAL (C.I and II) 


As on 

As on 

31-03-92 

31-03-91 

Rs. 

Rs. 

29,67,45 

28,17,73 

7,79,20 

6,79,20 

21,07 

21,07 



37,67.72 35,18,00 


37.67,72 I 35,18, 


27,35,10 29,6453 

30,97,53 24,69,98 

4,23,83 5,70,81 


62,56,46 59,99,32 


38.03,42 34,21.18 

24.535M 25,78,14 


6256.46 59,99,32 


4,23,76 7,94.31 

58,32,70 52,05,01 


6256,46 59,99,32 



Schedule 10—Fixed Assets 

I. Premises 

At cost as on 31st March 
of the preceding year 
Additions during the year 
Deductions during the year 
Depreciation to date 

II. Other Fixed Assets 
(including furniture and 
fixtures) 

At cost as on 31st March of 
the preceding year 
Additions during the year 
Deductions during the year 
Depreciation to date 

TOTAL (I and II) 

Schedule 11—Other Assets 

I. Inter-Office adjustments (net) 

II. Interest accrued 

III. Ikx paid in advance/tax 
deducted at source 

IV. Stationery and stamps 

V. Non-banking assets acquired 
in satisfaction of claims 

VI. Others 

TOTAL 

Schedule 12—Contingent 

Liabilities 

I. Claims against the bank no 
acknowledged as debts 

11. Liability for partly paid 
investments 

III. Liability on account of 

outstanding forward exchange 


(000’s omitted) 


As on As on 
31-03-92 31-03-91 

Rs. Rs. 


4,80,38 4,80,38 


(74,41) (40,64) 


1,24,03 

5,02 

(8,05) 

(62,79) 


4,64,18 


2,52,17 


Guarantees have been given 
by the Bank for tax liabilities, 
if any, of the expatriate staff 
(Amount indeterminate) 


U4.41 

2,54 

(2.93) 

(53.82) 


5,09,94 


95,38 76,82 


3,47,55 2,57,50 


contracts 

4,16,93 

6.64,15 

IV. Guarantees given on 
behalf of constituents 

14,55,10 

16.6353 

V. Acceptances, endorsements 
and other obligations 

39,8254 

2555.05 

VI. Liabilities on bills of 
exchange rediscounted 

*K _ 

4,00,00 

TOTAL 

58.5457 

52,62,73 
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THE SAKURA BANK, LIMITED 

(Formerly known as THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with Limited Liability) 

BOMBAY BRANCH 


SCHEDULES TO PROFIT AND LOSS ACCOUNT 


(000’s omitted) 

(000’s omitted) 


Ykar Ended 

Ifcar Ended 


Year Ended 

Year Ended 


31-03-92 

31-03-91 


31-03-92 

31-03-91 


Rs. 

Rs. 


Rs. 

Rs. 

Schedule 13—Interest Earned 



Schedule 16—Operating 

Expenses 



I. Interest/discount on 





advances/ bills 

10,70,16 

9,23,25 




II. Income on investments 

3,43.40 

3.08,94 

I. Payments to and provisions 



III. Interest on balances with 



for employees 

79,50 

69,84 

Reserve Bank of India and 
other inter-bank funds 

2,13,36 

2,05.51 




IV. Others 

22,60 

4.99 

11. Rent, taxes and 
lighting 

11,60 

10,47 




TOTAL 

16,49,52 

14,42,69 



Schedule 14—Other Income 



III. Printing and 
stationery 

5,07 

4,79 

I. Commission, exchange and 
brokerage 

11. Profit on sale of investments 

68,98 

46,60 

IV. Advertisement and 
publicity 

18 

26 

Less: Loss on sale of 





investments 

- 

- 




I1II. Profit on revaluation of 



V. Depreciation on bank’s 



investments 

Less: Loss on revaluation of 



property 

49,37 

49,12 

investments 

- 

- 




IV. Profit on sale of land. 



VI. Directors’ fees, allowances 



buildings and other assets 



and expenses 

6 

6 

Leas: Loss on sale of land. 






buildings and other 






assets 

— 

_ 

VII. Auditors’ fees, 



V. Profit on exchange 



and expenses 

38 

38 

transactions (Net) 

VI. Income earned by way 

I.33J3 

94,52 

(including branch auditors) 



of dividends etc., from 
lubskliaries/com panics 
and/or joint ventures 



VIII. Law charges 

6 

15 



abroad/in India 

VII. Miscellaneous income 

91,87 

29,30 

IX. Postages, telegrams, 
telephones, etc. 

5,72 

11,13 

TOTAL 

2,93,98 

1,70,42 







X. Repairs and maintenance 

5,94 

5,38 

Schedule IS—Interest 

Fr^ptiiiod 



5,07 

5,86 


I. Interest on deposits 

II. Interest on Reserve Bank of 

7,17,25 

6,88,23 

XI. Insurance 



lndia/inter-bank borrowings 

12^5 

42^2 


25,74 

22,22 

III. Others 

5,22 

24.22 

XII. Other expenditure 

TOTAL 

7,34,72 

7.54,97 

TOTAL 

1,88,69 

1.79,66 
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THE SAKURA BANK, LIMITED 

(Formerly known as THE MITSUI TAIYO KOBE BANK, LIMITED) 

(Incorporated in Japan with Limited Liability) 

BOMBAY BRANCH 


Schedule 17—INote« forming part of the account* for the year ended Slat March, 1992. 

Principal Accounting Policies 

1. General 

The accompanying financial statement*have been prepared on the historical cost basis and conform to the statutory provisions and practices 
prevailing in the country. ' 

2. Transactions involving Foreign Exchange 

(a) Monetary assets and liabilities arc translated at the exchange rates prevailing at the close of the year. 

(b) Income and Expenditure items ate translated at the exchange rates ruling on the dates of the transactions. 

(c) Profit or Loss on pending forward contracts have been accounted for. 

3. Investments 

(a) Investments are valued at cost. The total market value of quoted investments (Cost Rs. 37.64.12) is Rs. 42,09,98. 

4. Advances 

(a) Provisions for doubtful advances have been made to the satisfaction of the auditors based on periodical review of advances and after taking 
into account the portion of advances guaranteed by the Deposit Insurance and Credit Guarantee Corporation and the Export Credit and 
Guarantee Corporation. 

(b) Provisions in respect of doubtful advances have been made on a gross basis without considering tax relief. Such provisions have been deducted 
from advances. 

3. Fixed Assets 

(a) Premises and other fixed assets have been accounted for at their historical cost. 

(b) Fixed Assets are depreciated on the Reducing Balance Method over their estimated life as determined by the Management. The Rates of 
Depreciation applied are higher than those prescribed in Schedule XIV of the Companies Act, 1936 except for Computers for which the 
rate used is 36.9 V*. 

6. Staff Benefits 

(a) Gratuity and Superannuation Benefits 

The Branch has availed of Group Gratuity Scheme with Life Insurance Corporation of India in respect of payment of Gratuity to all its 
employees and also availed of Employees’ Gioup Super Annuation Scheme for providing Pension benefits to its Officers. 

(b) Bonus 

The amount of bonus payable to the employees as per hyment of Bonus Act, 1963 and Ex-Gratia is fully provided for and charged to 
the Profit and Loss Account. 

7. Net Profit 

The net profit disclosed in the Profit and Loss Account is after 

i) Provisions for interest tax and Income tax in accordance with the Statutory requirements. 

ii) Provisions for doubtful advances. 

iii) Other usual and necessary provisions. 

8. Recognition of Income and Expenditure 

Items of income are generally accounted for on accrual basis. Expenditure are accounted on a cash basis except for Interest Payable Bonus, 
Ex-gratia and Audit Fees. 

9. Head Office Administrative expenses 

The head office administrative expenses have not been debited to the profit and loss account but the bank proposes to claim the same for tax purposes. 
Notes forming part of the Accounts 

I. Pursuant to the amendments in the Third Schedule to the Banking Regulations Act, 1949, the previous year’s figures have been regrouped, 
rearranged wherever necessary. • 


Auditors' Report 

We have audited the Balance Sheet of the Bombay Branch of The Sakura Bank, Limited (formerly known as the Mitsui Ihiyo Kobe Bank, Limited) 
as at 31st March 1992, signed by us under reference to this report, and the relative Profit and Lots Account of the Bombay Branch of the 
Bank for the year ended on that date with the books of account maintained and produced to us at Bombay. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub-sections (I), (2). and (3) 
of Section 211 and sub-section (3) of Section 227 of the Companies Act, 1936, the Balance Sheet and Profit and Loss Account together with 
the notes thereon are not required to be and are not drawn up in accordance with Schedule VI to the Companies Act, 1936. The accounts 
are, therefore, drawn up in conformity with Form ‘A’ and ‘B’ of die Third Schedule to the Banking Regulation Act, 1949. 

We report that: 

(a) We have obtained all the information and explanations which to the best'of our knowledge and belief were necessary, for the purpose of our 
audit and found them to be satisfactory; 

(b) The transactions which have come to our notice have been, in our opinion, within the powers of the Bombay Branch of the Bank; 

(c) In our opinion, proper books or accounts as requited by law have been kept by the Bombay Branch so far as it appears from our examination 
of those books; 

(d) The above mentioned Balance Sheet and Profit and Loss Account of the Bombay Branch of the Bank dealt with by this report ate in agreement 
with the books of account; 

(e) In our opinion, and to the best of our information and according to the explanations given to us. the accounts together with the notes thereon, 
give the information required by the Companies Act, 1936, in the manner so required for banking companies, and an such basis the said Balance 
Sheet gives a true and fair view of the state of affairs of the Bombay Branch of the Bank at at March 31, 1992 and Profit and Lots Account 
gives a true and fair view of the Profit of the Bombay Branch for the year ended on that date. 

For S.& BILLIMORIA ft CO 
Chartered Accountants 
Sd/- 

Botnbay (YH MALEGAM) 

Dated; June 29, 1992. PkrttW 
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REVIEWS 


Teaching Marxism 

Neera Chandhoke 

Marxian: An Uncommon Introduction by Berteil Oilman; Sterling, New 
Delhi, 1990; pp xv +116. 


THIS small, simple and rather sweet book 
actually consists of three texts:- the preface 
is by Randhir Singh; the introduction to 
Marxist categories by Oilman comprises the 
second section; and the author devotes the 
third section to recounting the experiences 
faced by a Marxist scholar in teaching 
Marxism in an American university. The 
second ted is frankly meant for the 
uninitiated and I will not comment on this, 
I will however comment on the third and the 
first section in that order since they are the 
most important parts of the book and merit 
attention. 

The third section on ‘Teaching Marxism' 
and ‘Marxism and Political Science: Pro¬ 
legomenon to a Debate on Marx’s method’ 
is in the autobiographical mode. In a world 
where the personal is political, i e, where the 
experiential is used as an entry point to the 
investigation of the political situation, 
autobiographies have become an acceptable 
mode of analysis. Oilman will therefore, 1 
hope; find my review acceptable, cast as it 
is in an equally autobiographical mode and 
welcome a comparison between our respec¬ 
tive experiences. I happen to teach political 
science at the University of Delhi; 1 offer 
courses on Marxian political economy and 
treat Marxism as a frame of understanding 
in the teaching of other courses and in my 
own work as well as in supervising research. 

I therefore share much of the agony of 
Oilman in the manner in which our tasks 
are constituted and the way in which they 
are received by students in a bourgeois 
university. At the outset it can be confessed 
that a teacher of Marxist theory and method 
works in a rather unreal situation. Apart 
from the fact that at least in my case one 
is firmly located within state structures, there 
is acute discomfort that one is contributing 
to the 'academisation' of Marxism and con¬ 
tributing to its distancing from practice: This 
is not to say that there is no inherent virtue ■ 
in imparting to the students a critical 
perspective or giving them access to an 
antithetical social science, it is merely to 
recognise that the adoption of a Marxist 
stance in academics, and the compulsions 
of peer-group social science has led to its 
becoming highly abstract and self serving. 
In the process of this academisation we 
nuher tod to address each other and engage 
in intensive debates on method and theory, 
to an extent that as a political practice it 
loses its teeth. There is an additional pro¬ 
blem as pointed out by the author. 

Unfortunately, Tor non-Marxists—which 
means for most of my students—the "test 
of Practice” can only be understood as the 


fact that revolutions occurred in Russia and 
China, the policies currently followed by 
these regimes, or the feeble efforts by workers 
and working-class parties to make a revolu¬ 
tion in the west. As practices go, none of 
these do very much to convince people that 
Marx’s analysis of capitalism is correct. On 
the other hand, people do begin to gravitate 
to Marxism insofar as it provides a more 
complete and coherent understanding of 
their lives and their society than they had 
before. I urge students to use these criteria 
in judging Marx's theories (pp 75-76). 

My main goal is to have students under¬ 
stand Marxism not as intellectual history, 
political biography, or partisan rhetoric, but 
as the only adequate analysis of capitalism 
today” (p 89). 

We can see where the problem lies, Marx 
analysed capitalism as a theoretical object 
in its own right, but his purpose was much 
more, i e, to transcend the system by a 
radically different politics. Marxism is not 
just another discourse, it is a rupiural 
discourse because it eschews mere theorisa¬ 
tion in favour of praxis. It is this element 
of praxis that disappears when Marxism at¬ 
tains sophistication in nit-picking academic 
exercises, and we get bogged down in either 
resurrecting the authentic Marx, or what he 
said and when, or worse counterposing two 
or more readings of the texts. Marxism gets 
reduced to a mere mode of analysis and 
whatever battles are fought are on the level 
of concepts. Of course the Conceptual 
{round needs to be cleared as a pre- 
theoretkal and pre-political requirement, but 
unfortunately this has become the terminal 
rather than the starting point of academic 
debates. The abstrectification of Marxism 
to a condition where it becomes acceptable 
and where it can be used as a bargaining 
point for career advancement is what causes 
concern to the committed intellectual. One 
cannot help feeling that something must be 
ndically wrong when knowledge that should 
by its very glance cause concern to the rul¬ 
ing classes becomes a part of the structures 
of these classes. It either points to the fact 
that the university is inconsequential or that 
Marxism in its current avatar no longer 
possesses the capacity to hurt. 

Oilman states that there are three pro¬ 
blems facing any teacher of Marxism in a 
western university—the bourgeois ideology 
of most students, the social and ideological 
constraints that are part of the university 
setting and the absence of a vital socialist 
movement. We in post-colonial universities 
face the first but perhaps not the other two 


in quite the same way. Firstly, to be a Marxist 
is no bar any longer to a university position, 
it has even become a credential, it is this that 
causes discomfort—the integration of an 
antithetical social science in the mainstream 
agenda of social science is precisely the point 
where it loses its critical edge and is blunted. 
Students often opt for a particular course 
because it offers avenues of mobility in a 
university where Marxism can be accepted 
as one of the ways of understanding, not as 
the best or the only way because of its in¬ 
herent virtues. The legit imisation of 
Marxism can be dangerous precisely because 
it has been co-opted by a bourgeois state 
represented by the university. This is not to 
say that there is no commitment either by 
the teacher or by the student, it is merely to 
state the obvious, i e, the bourgeois state has 
shown infinite capacity to incorporate 
critical agendas indeed even lay them down 
and when we accept this uncritically we can 
be guilty of complicity. Secondly, we in India 
do have a history of radical and communist 
movements unlike the US but the institu¬ 
tionalisation of the movements in the 
parliamentary system causes similar agonies, 
it is difficult to relate radical theory to 
politics that are mirror images of ruling class 
politics. 

The issue raised by the author that 
students find it difficult to identify with the 
subject because of their internalisation of 
bourgeois ideology is well taken; the students 
exhibit an individualist and egocentric 
perspective along with “their conception of 
society as the sum of separate individuals, 
and with this the tendency to reduce 
social problems to problems of individual 
psychology—their identification of Marxism 
with Soviet and Chinese practice; and of 
course the ultimate rationale that radical 
change is impossible in any case” (p 66). In 
India, we are faced with other impediments 
to a radical understanding—the insistence 
of caste ideologies, the fatalism engendered 
by religion, communal identities and of 
course the compulsions of a decadent con¬ 
sumer capitalism, a capitalism that has 
grown old before it saw its youth, that has 
entered the age of consumption before the 
age of production. I agree with Oilman that 
the students offering the course may be in¬ 
terested in it for other reasons than a com¬ 
mitment, having said this let me hasten to 
add that there are consolations when some 
of the students take the course seriously and 
get inspired by it. 

There is one more impediment to the 
teaching and understanding of classical 
Marxism with its emphasis on practice in the 
current conjuncture of post-Marxism and 
post-modernism currents coming to us from 
the same western universities of which the 
author is a part. The tragedy of the post¬ 
colonial university is that agendas are still 
set for us by the west, all we can do is to 
intervene in debates which often have little 
relevance for us. Post-modernism and post- 
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Marxism an: trendy, they are an instant 
avenue to fellowships and to peer group 
recognition at 1 they possess the virtue of 
shying away from explicit political positions. 
To be a classical Marxist is somehow to be 
unfashionable, to be out of touch with the 
times in a world where the latest language 
games must he a part of one’s discourse. 
Students at least in Delhi University are 
more familiar with the works of Ernesto 
Laclau, Lyotard, Baudrillard and Foucalt 
than they ate with that of Karl Marx or 
Lenin or Luxemburg. The compulsions of 
keeping up with the latest fads and fashions 
brought to us by the internationalised 
publishing world, non-resident intellectuals, 
or by visiting academics have been debili¬ 
tating for Marxist theory. Not only are we 
dealing with students whose barrier to 
understanding and identification with 
Marxism comes from a reluctance to ques¬ 
tion established positions, we are now deal¬ 
ing with students who are within the call of 
the appropriate discourse, and who spend 
Their times discursively constituting or 
deconstructing subject positions, or to 
whom radical implies nothing more than the 
overturning of dominant codes. This is all 
very well, an interrogation of accepted 
modes of cognition must be a feature of 
every social science agenda, but an obses¬ 
sion with just this leads to a further abstrac- 
tification of theory and its even further 
removal from practice A refinement of 
theory and method almost inevitably 
presages and follows the retreat from 
politics. 

After having analysed the problems in the 
teaching of Marxism, Oilman outlines the 
ways in which he manages to give direction 
to his teaching in ordei to offset the im¬ 
pediments. A course taught in a hostile en¬ 
vironment needs a great deal of planning 
and strategy. His lecture plan focuses on the 
best way to introduce Marxism to the 
students through a focus on the dialectic, 
class struggle and Marx's critique of 
bourgeois ideology. The dialectic is indeed 
the only way to comprehend the entirety of 
the world in terms of contradiction and 
movement, thus leading to a putting together 
of events in terms of organic linkages. This 
is a contrast to the bourgeois social sciences 
which treat phenomena in isolation and 
cannot present a holistic view. Class struggle 
is the way of thinking about the mediations 
between the individual and society, and 
countering the liberal position which juxta¬ 
poses the individual against society. 
Marxism concentrates on how individuals 
are socially constituted and how they con¬ 
test this m order to emancipate themselves. 
The critique of bourgeois ideology is a focus 
on the opacity that capitalism possesses, an 
opacity that is systematically disseminated 
particularly through bourgeois social 
science. A critique through an unmasking 
of this opacity is the first task of the Marxist 
theorist and perhaps the most difficult given 
the power ot this form of concealment made 
Up of half truths. The ordering of lectures 
is well put by the author "my intention is 



not the ordinary one of using the scaffolding 
to construct a building but of using the 
building to display its scaffolding" (p 70). 
To Oilman the entry point of teaching the 
course is a discussion of the current crisis 
of capitalist society, to us the entry point is 
maybe the situation of the post colonial 
world in the global order and the analysis 
of imperialism and then wc can go on to 
show these as the manifestations of the 
system of capitalism. To many of us, our 
baptism into Marxism came via imperialism 
and the double victimisation of our societies, 
by national as well as the international rul¬ 
ing classes. Alternatively oppression of 
gender, of communahsm and of caste elicit 
an immediate response from students who 
have experienced such oppression and are 
anxious to find an explanation. The parti¬ 
cular virtue of teaching Marxism to students 
in an impoverished country is that after (and 
if) the initial barriers have been broken, an 
identification is possible. Conceptualisations 
can be related to everyday life provided one 
does not get stuck in the intensive debates 
on method. Classes come alive when the 
least articulate sections of the students par¬ 
ticularly the women students come to the 
perspective because they identify with it 
through their life experience. Then the task 
is of making t he student comprehend that 
this perspective allows us to understand and 
identify with; empathise with the fate of the 
dispossessed in other parts of the country 
and the world. As a teacher the (ask is to 
sensitise the student to pain and suffering, 
to be able to analyse the causes and to 
engender a commitment to do something 
about it. 

The rest of the piece is a recital of the ways 
in which the author goes carefully through 
all the motions which will make his later 
concentration on crucial Marxist categories 
acceptable. It is an interesting commentary 
on the sociology of the western university. 
Much of the style he adopts in class can 
perhaps be seen as a response to the specific 
American system of education where com¬ 
petition has become a way of life and 
teachers have to make courses attractive; 
even engage in theatricals—("In the future, 
particularly in undergraduate courses, I in¬ 
tend to use my board game, “Class Struggle” 
-to achieve many of these same ends", p 73), 
to get students to opt lor the course. We do 
not have the same compulsions as yet, the 
subsidised higher education in the country 
promises us enough students, and the 
absence of tenure does not compel us to 
show results in terms of student numbers, 
indeed courses which attract large numbers 
of are often dismissed by the serious students 
as soft options in an inverted snobberv. 

Universities are microcosms of the society 
they are situated in, and yet they are also the 
sites at which contradictions express them¬ 
selves. Knowledge breeds its own trajectories 
and results in a questioning of the dominant 
ways of thinking and of the values of a 
society. What keeps most of us going despite 
the doubts expressed above is that an anti¬ 
thetical social science perspective allows the 


student to critically examine much of the 
common sense of the society and do some¬ 
thing about it. Much of bourgeois social 
science breaks up existing reality and treats 
these fragments in isolation, it is Marxism 
that allows us to provide a complex and 
coherent understanding of our lives and 
societies. Our task is partially complete when 
students see “that formal education in 
America (or in India for that matter] is in 
large part training in how to think undialec- 
tically” (p 76). The teaching of this 
philosophy is thus an attempt to contest 
dominant codes of social sciences which ob¬ 
fuscate issues rather than clarifying them. 
Marxism takes nothing for granted, most of 
the assumptions which form the basis of an 
uncritical approach are the beginning of en¬ 
quiry in Marxism, particularly the capitalist 
system whose workings are generally treated 
as natural and unchanging. A historical 
understanding is the best training for com¬ 
prehension, for the understanding that ideas 
are materially rooted and that ideas and 
material reality are not in isolation from 
each other. This position leads naturally to 
the fact-value relationship and so on. Marx 
did not divide capitalist society into 
segments but saw the segments as overlap¬ 
ping vantage points from where the system 
can be studied. Oilman is careful to stress 
that he sees Marx as subjecting capitalist 
society to close scrutiny, in our world the 
problem is to study the distorted kinds of 
capitalism that have emerged due to the 
colonial intervention, therefore imperialism, 
the working of the global economy, the tran¬ 
sition from feudalism to capitalism, the arti¬ 
culation of modes of production; the 
specific nature of domination in the post¬ 
colonial world; the arrival of intermediate 
classes and the incomplete nature of class 
formation is the focus of teaching. We have 
to use Marxism in order to understand com- 
munalism, gender oppression, caste linkages, 
the parasitic role of the dominant classes, 
the transparency of domination and the 
openly coercive nature of the state. Conven¬ 
tional Marxist analysis has been expaned 
and spaces within the theory opended up for 
debate. We also link up Marx with Luxem¬ 
burg, Lenin, Trotsky, Mao, Cabral, Fanon 
and other third world Marxists to show how 
the universal questions raised by Marx were 
answered by specific theorists in accordance 
with the specific situations in their own 
societies. The emphasis is thus on the 
Marxist tradition with the works of Marx 
as the nodal point. 

Thus our lectures are in two parts—the 
works of Marx and their subsequent 
development and enrichment by other 
theorists keeping the specific experiences of 
our societies in mind. "My rrlain goal” writes 
Oilman, "is to have students understand 
Marxism not as an intellectual history, 
political biography, or partisan rhetoric, but 
as the only adequate analysis of capitalism 
today” (p 89). Our job is to explain the 
historical specificity of capitalism, for 
instance no serious Marxist would explain 
religious revivalism as false consciousness. 
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or fall into the tmp of • clear structure, 
superstructure dichotomy, in that sense 
Marx’s writinp have been re-read and 
reinterpreted. What is the net result? lb 
Oilman it is the process by which students 
come to accept consciously Marxism as a 
mode of analysis. This is the most one can 
expect, that the philosophical orientation 
docs not last only to the examination but 
beyond and to its acceptance as a way of life: 
Oilman’s essay is instructive because it 
highlights the importance of charting out 
strategies in pedagogy so that clarity in 
thinking and communication is persuasive. 
The course has to be an exercise in a build 
up so that categories can be simplified. “The 
need so many socialist teachers feel to work 
out ways of presenting Marxism effectively 
implies of course, an equal interest in the 
process by which students learn and under¬ 
stand Marxism,—this means too, a concern 
with the process by which one becomes a 
socialist" (p 90). Given the context of 
bourgeois universities—the structuring of 
the examination system, the grades which are 
the students passport to another world, the 
acceptance of the empty category of merit, 
a teacher of Marxism is hamstrung by the 
status quoisi practices which have been 
codified as the university system. 

All we can do is to find spaces within this 
ethos and seek to subvert the practices by 
helping to enlarge the understanding of the 
students, to retain the antithetical position 
which the philosophy asserts. 

In the second essay. Oilman touches upon 
a problem to which all political scientists are 
sensitised. The problem is simply that of the 
underdevelopment of the discipline and its 
inability to analyse phenomena. The field 
has not been marked by any of the inten¬ 
sive theoretical breaks or creativity which 
has characterised other disciplines. In addi¬ 
tion, as the author points out political scien¬ 
tists are status quoist and their work is 
limited to analysis of power. Most of the 
practitioners of the field are conscious of 
these shortcomings but they are unable to 
lay their finger on the disability. The pro¬ 
blem is that phenomena are treated as in¬ 
dependent of contexts and therefore their 
impact or their significance are not grasped, 
it is Marxian methodology that can provide 
us with an overarching perspective, give to 
us a critical vision and train us to be sen¬ 
sitive to contradictions. The state for exam¬ 
ple cannot be seen as independent of society 
of which it is a part and whose Dolitical 
organisation it is, an exclusive state centric 
perspective can therefore be frustrating and 
more importantly flawed. 

Oilman outlines Marx's method as a cor¬ 
rective to the malaise of political science. 
There are four aspects to this method- 
ontology, epistemology, inquiry and intellec¬ 
tual reconstruction. “Marx's ontology 
declares the world a totality; his episte¬ 
mology breaks down this totality into rela¬ 
tional units whose structured inter¬ 
dependence is reflected in concepts; his in¬ 
quiry, by tracing the links between these 
units, fleshed in the details of this totality; 
intellectual reconstruction, the fourth stage 


in Marx’s method, comes with the comple¬ 
tion of these processes” (p 108). Marx’s 
qjethod has the advantage that society is 
seen as the complex of pans each in a rela¬ 
tion with the other and itself constituted as 
an ensemble of relations, it is the interaction 
of these pans and the interplay of relations 
that gives to the whole movement. Each of 
these pans provide a vantage point for a 
study of the whole, as so many windows and 
each is an entry into the other. Secondly, 
Marxism avoids fetishism by treating what 
in neo classical economics would be 
regarded as factors, as social relations of 
domination—capital labour, commodity are 
all forms which codify the social relations 
of capitalist domination. Thus capital and 
labour cannot be treated at par, as factors 
of production, since they have qualitatively 
different propenies. Thirdly, Marxism 
teaches us the invalidity of a value-free 
perspective, each theorist is placed in a 
specific socio-economic context and more 
importantly this context enters into the way 
problems are identified and constructed, 
enquired into and resolved. The positioning 
of a theorist in an intellectual tradition and 
the impact of that tradition upon intellectual 
inquiry is of immense importance in even 
approaching the problem. Fourthly, the 
method teaches us to progress from the 
abstract to the concrete as laid down in the 
admirable inroduction to the Grundrisse. 
Above all Marxism informs us that as a web 
of social relations, society cannot be broken 
up into finite parts and studied in isolation 
from the rest of the parts. As Oilman points 
out studies on the American Congress have 
to see the body as the expression of a specific 
society with a definite set of values, and built 
upon oppression and domination. 

It is this last point that can also be the 
cause of concern in investigation, a practi¬ 
tioner of Marxist method necessarily sees 
each event in context, i e, situated in social 
relations, very often however this precludes 
the pointed investigation of phenomena. 
This is not a fault of Marx's method, the 
philosopher could give us abstractions as 
well as concrete analysis of historical situa¬ 
tions, but the application of this mode of 
inquiry sometimes get stuck in the place¬ 
ment at the expense of specificity. For in¬ 
stance, socially placing the American Con¬ 
gress, is the most important and vital part 
of the academic exercise but one has to 
move ahead in terms of explaining how it 
is that the Congress is more than just a 
register of capitalist practices. The tension 
in social formations is that between the 
socialisation of production and private ap¬ 
propriation as the author points out however 
there is a major tension between the 
demands made by the capitalist system and 
those of legitimacy, the autonomy of politics 
however relative it may be happens to be one 
of the characteristics of our world and just 
cannot be explained as the ultimate machi¬ 
nations of the dominant classes. The second 
tension is between a focus on the laws of 
capitalist accumulation and the contingency 
of political practice; the emphasis on the first 
as Oilman himself is aware has been at the 


expense of the second and led to the exit of 
Marxists from the tradition. Teaching 
Marxism is therefore not only meeting the 
impediments of the bourgeois world, it is 
constant and creative adaptation of the 
theory to the current situation, explanation 
therefore has to be a continuous act of adap¬ 
tation within the tradition, no longer is a 
bald assertion of the superiority of Marxism 
valid. It is the challenge that has impelled 
Oilman's present work and its focus on 
careful presentation and the avoidance of 
dogma. Marxists in the contemporary world 
where everything has been opened to inter¬ 
rogation face a formidable task in the refine¬ 
ment of the basic insights of Marx and it 
is this that lends infinite excitement to the 
task. 

My comments on the Preface by Randhir 
Singh are equally autobiographical, he is 
regarded by most of us as the archetypical 
guru , who has not only initiated generations 
of students to Marxism as a revolutionary 
philosophy, but lent a certain clarity to our 
thinking. One of the lessons that we have 
learnt from him is that Marxism is not 
dogma but a stance which seeks to inter¬ 
rogate, criticise and above all act to change 
the world. Marxism Randhir points out is 
committed to truth and thus it rejects moral 
relativism which displays an inability to 
commit politically. What we have learnt 
from this teacher is that Marxism contrary 
to accepted notions is open ended and ac¬ 
cepts both criticism and modification—Hhis 
scientific resilience, this openness to “cor¬ 
rection”, is really the strength of Marxism 
and not its weakness,—to question the 
signature of Marx in the course of this 
struggle, to seek to “put Mm right” if need 
be, is not to deny Marx but to enter into the 
freedom of his Marxism" (p vi). 

This is something tnat should be noted by 
all those who castigate the philosophy as 
being hidebound and therefore dated. 
Randhir Singh considerably adds to the 
value of the text as he comes to grips with 
the current fashion of sledge-hammering 
Marxism through the denial of the philo¬ 
sophy, or the emasculation of Marxism by 
new developments such as rational choice, 
game theory and post-Marxist theories. “It 
may have served to tight up and clarify many 
issues, but it has certainly defused Marxism 
of its revolutionary content and transformed 
it into so many safe, academic exercises" 
<p vii). Openness thus does not imply the 
bestowal of the label on each and every fad 
posing to be an improvement on Marxism, 
in other words what the writer seems to be 
saying is that constant revisions and reforms 
of the theory should take place within the 
parameters of the tradition and not serve as 
an exit while at the same time claiming the 
title. Therefore a reiteration of basic prin¬ 
ciples is necessary to pose as the frontiers 
of new innovations. 

What are these frontiers—one that the 
world needs to be understood but more im¬ 
portantly it needs to be changed through 
active engagement—thus the primacy Of 
politics is inbuilt into Marxism and is not 
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derivative or secondary. “Indeed it is this 
revolutionary, fighting commitment and a 
certain mor. 1 passion that goes with it, 
which gives its special quality to the life and 
works of Karl Marx, to his Marxism. He 
recognised for himself and for others the 
liberating quality of practical activity, the 
purifying power of revolutionary action in 
transforming the very nature of those involv 
ed in if' (p x). it is a philosophy, yes, but 
it is even more a philosophy that is realised 
in action. This, it seems to me, is the only 
stance which prevents the emasculation of 
Marxism by either economisrn or post 
Marxism; which rebels at the notion that it 
can be colonised by neo-classical economics 


PUBLISHING in the woild's poor coun¬ 
tries, and book publishing in sub-Saharan 
Africa particularly, has taken a severe 
beating over the 70s and 80s and, in the 90s, 
continues to be mired in depression 
Devaluation of national currencies as part 
of ‘structural adjustment programmes' im¬ 
posed by the IMF have had particularly 
devastating effects on indigenous publishing 
in countries which cither failed or did not 
have the means to ensure a minimum level 
of local availability of materials like paper, 
film and plates essential tor the production 
of books, even though, in happier times (the 
50s and 60s) they had equipped themselves 
with printing plants, either on their own or 
aided by outside agencies 

Nigeria, for example, before the present 
economic and political chaos there, was 
perhaps the leading black African publish¬ 
ing country Under conditions of com 
paralive economic and political stability, oil 
and other raw material export income sup¬ 
ported the import of books, printing plants 
and paper and other materials needed for 
book production (the Nige'ian naira ex 
i hanged one to one with the US dollar), a 
rapid expansion of education at all levels, 
arid a gtowth ot indigenous publishing both 
in ihe public and the private sector Today, 
after ‘structural adjustment’, it needs seven 
naira to bin a US dollar and. as Hans Ml 
points out in this volume, though Nigerian 
publisher ‘should be able to benefit from 
the much-restricted flow of imported books 
(now seven tunes more expensive than they 
were a couple ot years ago) by filling the 
vacuum they cannot do so because they 
face prohibitive import prices for the 
matenals needed to publish locally’ 

In Tanzania, also a beneficiary of struc¬ 
tural adjustment, the situation is even worse 
because, as Waller Bgoya, managing direc¬ 
tor, Nkuki na Nyota Publishers, Dar cs 
Salaam, bitterly writes in his contribution, 


in the name of rational choice; a stance that 
sees Marxism not merely as an attack on 
liberal dogma or as explanation, but more 
importantly as marked by concern, by care 
for the human condition, by a searing in¬ 
volvement in issues not touched by other 
philosophies in quite the same way—issues 
of pain, of suffering, of alienation, of 
dispossession, of exile; a stance that seeks 
to bend philosophy lo the task of under¬ 
standing the world so that human beings can 
be emancipated through collective action, 
emancipation is the only criteria of a 
genuinely critical social theory and it is our 
task as leachers and researchers to instill this 
notion in our studenls 


Tanzania was (as Tanganyika), during the 
whole period of Ihe British Mandate, a 
‘colony’ of the then super ‘settler colony’ of 
Kenya and inherited this status as a unit in 
the erstwhile East African community. 
Nairobi remained the centre, Thnzama and 
Uganda were peripheries. When the East 
African Literature Bureau was set up in 
1948, followed by the establishment of the 
East African Publishing House in 1965, “it 
was Nairobi, where both had their head¬ 
quarters,... The[ir| branches, in Tknzama 
and Uganda acted only as sales offices... and 
did not perform any editorial functions. 
..When the East African community col¬ 
lapsed in 1977/78 there were no structures 
in place in Tanzania and Uganda io enable 
the branches of the two companies to carry 
on" Printing plants were in position but 
paper and other printing materials had 
become prohibitively costly and difficult to 
import for lack of foreign exchange. 

It was concern about situations like these 
lhat motivated a conference of ‘26 experts 
on publishing, representatives of donor 
agencies and publishers from Africa and 
Asia’ at the Rockefeller Foundation Con¬ 
ference Centre in Bellagio, Italy, in February 
1991 A major objective was to examine the 
various approaches io external assistance in 
the areas of books and publishing that had 
been adopted and implemented over the last 
10-40 years, lo assess ihe extent of their 
success/failure (short term and long-term); 
and to consider foims of future assistance 
that would contribute to the establishment/ 
strengthening of viable indigenous publish¬ 
ing industries in poor countries. The volume 
under review collects the reports presented 
at this conference 

The first part of the volume covers ‘Issues 
and Trends' Philip Altbach's opening paper 
provides an overview of third world 
developments that have led to the current 
situation Per Gedin reinforces Altbach’s 


arguments for indigenous publishing on the 
plane of ‘cultural pride’. Gordon Graham 
(British, but an old India hand) has some 
bizarre things to say about multinationals 
and their brotherly role in helping along 
publishers in poor countries. He argues, for 
example, that “It is not nationality which 
defines publishing, but language” and that, 
therefore, “there can be no such thing as a 
multinational English-language published* 
“In due course”, he tells us, using the phrase 
so dear to our bureaucracy, and the rich and 
subtle implications of which we understand 
so well—in due course, Indian'publishers 
will be publishing in English from places like 
London, New York and SydneyYrnd we shall 
have achieved ‘reciprocity’ in this ‘unique in¬ 
dustry’ ‘unified by its devotion to the printed 
word’ (but, presumably, not divided by its 
devotion to money). 

Also in the Issues and TVends section is 
a down-to-earth paper by Shigeo Minowa. 
dean. School of International Business and 
Management, Kanazawa University, Japan, 
formerly, for many years director of the 
University of Tokyo Press. Minowa effective¬ 
ly demolishes what he calls ‘The Mythology 
of Publishing Development’, ‘the hypocrisy 
of publishing development aid’ when it 
operates without an adequate theoretical 
understanding of what is needed to sustain 
a viable publishing industry. He puts for¬ 
ward a set of indicators and simple formulas 
for a quantitative analysis of the economics 
of publishing which he has applied, he 
believes successfully, to developing countries 
despite deficiencies in the published data. It 
is on the basis of these studies that he asserts 
in this volume that 

The difficulty of publishing in the third world 
lies neither in the inability nor the in¬ 
experience of its publishers, but rather in the 
overwhelming adversity of their environment. 
|And that) Self-complacent aid by develop¬ 
ment benefactors from outside is unlikely to 
change ihe environmeni a hair. It is an enor¬ 
mous problem to address at the national 
level, let alone on a global scale 
I hough prepared in advance, one is temp¬ 
ted to consider this paper as presenting the 
wisdom distilled from the rest of the con¬ 
tents of this volume. It does not make 
recommendations but it could well have 
formed the basis of a statement of findings. 
There is little in the volume that would not 
support Minowa’s analysis (Appendix I of 
the book reproduces the ‘Recommendations 
for Action’ adopted at the conference) 

Part two of the book is devoted to sub- 
Saharan Africa. It opens with three con¬ 
tributions covering the region as a whole all 
by non-Africans who have operated there in 
aid capacities. These are followed by detailed 
surveys/analyses, by leading indigenous 
publishing people of (he situation in Kenya, 
Nigeria and Tanzania—three of the few 
substantial publishing countries of the 
region. The two contributions covering the 
former French colonies in west Africa (with 
some references to Madagascar) are, respec¬ 
tively, by a Dutchman and an American 
(press attache at the US embassy in ftuis). 


Book Publishing in Adverse 
Environments 

Samuel Israel 

Publishing and Development in the Third World edited by Philip G 
Altbach; Vistaar, New Delhi, 1992; Rs 395, pp x + 441. 
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both sosmblg quite kaowlodcuUe about the 
book situation then 
Of ipedai interest, though expectedly not 
conforming to the pattern of the other con¬ 
tributions, is Mothobi Mutloatse’s ‘In¬ 
digenous Publishing in South Africa—-The 
case of Skotaville Publishers’. Much of it 
reads tike an inspired manifesto of a Fighting 
organisation that Skotaville Publishers must 
indeed be. While telling us what Skotaville 
has already achieved, the article also con¬ 
fidently, and without the least embarass- 
ment, anticipates the pride with which the 
impending black South Africa will lead the 
continent: "Africans in South Africa are 
going to be the most powerful black people 
in the world”—“Out of the ashes of apartheid 
will emerge a new superpower..!—‘There are 
hundreds of authors [from all over Africa] 
about to come on board" the Skotaville 
wagon. 

The third, the Asian, part of the book, 
is a slight one, just about 75 pages against 
about double that number devoted to Africa. 
Unfortunately, 18 of the 73 Asian pages are 
spent on an inadequately supported, out-of- 
date, ‘as factual as possible* account of the 
situation in Burma, Vietnam, Cambodia 
and Laos by Sulak Sivaraksa, a Thai writer 
who might have more usefully contributed 
a definitive article on the book situation in 
his own country. Another 13 pages are given 
to S Gopinathan’s study of academic journal 
publishing in Malaysia and Singapore which, 
while interesting in itself, might better have 
been devoted, in our context, to book 
publishing. 

Esther Pacheco’s article on university 
press publishing in the Philippines, in addi¬ 
tion to its rich factual content, is an eloquent 
statement on the functions and respon¬ 
sibilities of a university press in a develop¬ 
ing society emerging out of colonial status. 
As director of the Ateno de Manila Univer¬ 
sity Press and a former president of the 
International Association of Scholarly 
Publishers, she writes with substantial 
authority. (Incidentally, somewhere down 
the line; someone seems to have got 
thoroughly mixed up about Filipino and 
Philipino—pp 278, 283). 

From India's experience, Tejeshwar Singh 
(Sage Publishers, Delhi) draws lessons. He 
tells us that while in the mid-80s his view 
concerning the future of Indian publishing 
was mildly optimistic, it is today characteris¬ 
ed by *the very reverse of optimism’. 
Ifejeshwar argues his case with facts, as far 
as they go, but 1 feel his impatience at not 
seeing his own informed persistence and 
drive replicated in too many of his fellow 
publishers, and irritation caused by the 
perennial difficulties an Indian publisher has 
to face have led him to discount some 
positive aspects of developments over the last 
10 years or so (including his own success). 
But this will have to be argued fully 
elsewhere 

In the Context of ‘structural adjustment’, 
Indian publishing has, by and large, been 
able to absorb the shock of the resulting 
price hikes, without major casualties. As far 
as flow of foreign capital into the industry 


is concerned, a post-1947 flow was permit¬ 
ted even in the 60s and the resulting Indo- 
American companies have consolidated their 
position. Tejeshwar Singh mentions them 
with more than a hint of disapproval and 
aiso the more recent Penguin India and the 
Harper-Collins entry. The latter two he refers 
(o as possible harbingers of ‘a new form of 
colonialism’. Oddly enough, Gordon 
Graham refers to Tijeshwar’s own Sage 
Publishers along with Penguin India as 
positive developments. 

Collaborations seem to have taken dif¬ 
ferent forms; not all seem to involve foreign 
equity participation (no one mentioned 
Springer India). However that might be; cur¬ 
rent policy is designed to encourage the flow 
of foreign capital into the country and this 
is an aspect of the consolidation and growth 
of wholly indigenous publishing that needs 
careful examination. In difficult times 
foreign-based publishers can just pack up 
and quit (no costly abandonment of plant, 
machinery and real estate need be involved), 
depleting national publishing capacity at a 
critical time and returning only if and when 
rich pickings are again to be made, when 
World Bank funds are available for grabs, 
for example. This book tells us that this 
scenario has actually been played out in 
Africa. 

The fourth and last part of the book 
surveys and assesses some aid programmes 
concerned with books—not all of which in¬ 
clude steps for promotion of indigenous 
publishing. In this section Asia Figures along 
with Africa and one clearly gathers conflr- 
mation of the conclusion reached already on 
reading the third part that, with a few ex¬ 
ceptions, Asian publishing is far better plac¬ 
ed than its African counterpart. 

Aid programmes related to books have 
taken varied forms ranging through gifting 
of books, support to textbook programmes, 
gifting of printing machinery and materials 
(mostly paper), securing and paying for 
translation and reprint rights for foreign 
books, support for building library infra¬ 
structure, support for experience-oriented 
travel, training at home and abroad, expert 
consultancy. One could go on; there are 
many variations, and many of them are 
described in application and outcome in this 
volume. Assessments of results of individual 
programmes are made throughout the 
second and third part of the volume, never¬ 
theless the critical self-assessments in this 
fourth part of the book by persons closely 
associated with the aid agencies concerned 
are of particular interest in that they con¬ 
firm that, whatever benefits book-related aid 
may have brought to poor countries, promo¬ 
tion of autonomous indigenous publishing 
was hardly ever one of them in the countries 
most disadvantaged from the publishing 
point of view. Some articles even describe 
some programmes as being counter¬ 
productive. 

This realisation of the ineffectiveness of 
the programmes studied in terms of one of 
their major objectives is most welcome and, 
in this connection, there are many approv¬ 
ing references to a new approach being tried 


out by the Dag Hammankjold Foundation 
of Sweden through its Loan-guarantee Pro¬ 
grammes for the Development of Auto-' 
nomous Publishing Capacity in Kenya, 
described in Appendix 2 of this book. Ex¬ 
cept for the fact that an external agency 
stands guarantor for the loans, this scheme 
is similar to the Book Finance Corporation 
repeatedly proposed by Indian publishers, 
to be run on the lines of the existing Film 
Finance Corporation. 

But at the end of the day we have to return 
to the conclusion Minowa had reached even 
before the conference opened: 

Publishing development can be realised only 
by the passionate endeavours of those within; 
haphazard interference from without would 
bring about a thousand evils but no good. 
What we [from the First world] can give to 
publishers in the third world is nothing more 
than our experience as colleagues in the 
publishing community and opportunities for 
the exchange of information. 

As Anthony Reed, reviewing World Bank 
book programmes for this volume says, 
‘books will flow if money is made available 
for their purchase*. It is the “adverse en¬ 
vironments’ that urgently demand rapid 
amelioration—autonomous indigenous 
book industries will be consolidated only to 
the extent that this is achieved. 
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Bank of Oman Limited 


(Incorporated in UAE with Limited Liability) 

BOMBAY BRANCH 


BALANCE SHEET AS ON 31ST MARCH. 1992 


FORM OF PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED 31 ST MARCH. 1992 


Schedule 


March 31, 
1992 

Rs. in 000’s 


March 31, 
1991 

Rs. in 000’s 


Schedule 


CAPITAL AND LIABILITIES 


Capital 

I 

15,000 

15,000 

Reserves and Surplus 

2 

28,313 

32,640 

Deposits 

3 

1,098,353 

1.170,002 

Borrowings 

Other Liabilities and 

4 

450 

63,850 

provisions 

5 

582,187 

67,271 

TOTAL 


1,709.303 

1.333,763 

ASSETS 

Cash and balances with 
Reserve Bank of India 
Balances with banks 

6 

245,967 

208,076 

and money at call and 
short notice 

7 

8,743 

6,066 

Investments 

8 

632,653 

389,2% 

Advances 

9 

730,434 

652,501 

Fixed assets 

10 

5,977 

6.625 

Other assets 

11 

85,529 

71,199 

TOTAL 


1,709,303 

1,333,763 

Contingent Liabilities 

12 

580,145 

308,339 

Bills for Collection 

1 

290,492 

218,994 


I. INCOME 
Interest earned 
Other Income 

Iff [A I 


13 

14 


Notes to Accounts 


17 


Schedules referred above form an integral part of the Balance 
Sheet. 

This is the Balance Sheet referred to in our report ol even date 


II. EXPENDITURE 

Interest expended 15 

Operating Expenses 16 

Provisions and contingencies 

TOTAL 

III. PROUT/UOSS 

Net profit/loss (- ) for 
the year 

Profit/loss (-) brought 
forward 

TOTAL 

IV. APPROPRIATIONS 

Transfer to statutory 
reserves 

Profit remitted to 
Head Office 

Balance carried over to 
balance sheet 

TOTAL 


Year Ended 
March 31, 
1992 

Rs. in 000’s 


Yfear Ended 
March 31, 
1991 

Rs. in 000’s 


257,960 

32,275 


290,235 


155,020 

27,871 

92,017 


274,908 


15,327 

27,055 


42,382 


3,065 

19,654 

19,663 


42,382 


177,614 

10,457 

188,071 


124,992 
. 19.975 
37,180 

182,147 


5,924 

22,316 

28,240 

1,185 

Nil 

27,055 

28,240 


Notes to Accounts 


17 


Schedules referred above form an integral part of the Profit and 
Loss Account. 

This is the Profit and Loss Account referred to in our report 
of even date. 


Sd/- 

P. N. GHATAl 1A 
Partner 

For and on behalf of Price Waterhouse 
Chartered Accountants 

Bombay 

Dated: June 30, 1992 


FOR BANK’OF OMAN LTD. 

Sd/- 
M.A. BAIG 
Asst. Chief Manager 
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Bank of Oman Limited 

(Incorporated in UAE with Limited Liability) 

BOMBAY BRANCH 


SCHEDULES FORMING PAKT OF THE BALANCE SHEET AS ON 31ST MARCH, 1992 



Schedule 1—Capital 

Amount of deposit kept 
with RBI under Section 
11(2) of the Banking 
Regulation Act, 1949 
(including initial capital 
Rs. 20 lacs) 


Schedule 2—Reserves 
and Surplus 

1. Statutory Reserve 
Opening Balance 
Additions during 
the year 

II. Balance in Profit 
and Loss Account 

TOTAL 


Schedule 3—Deposits 
A. 1. Demand Deposits 


Schedule 4—Borrowings 
1. Borrowings in India 
i) Other institutions 
and agencies 
(Unsecured) 

TOTAL 


March 31, March 31, 


Rs. in 000’' Rs. in 000’s 



i) From banks 

l,038| 

2,700 

ii) From others 

132,270 

43,987 

II. Savings Bank 



Deposits 

33.971 

30,858 

111. Ttrm Deposits 


Nil 

i) From banks 

136,005 

ii) From others 

795.069 

1,092,457 

TOTAL 

1,098,353 

1,170,002 



450 63,850 


450 



March 31, March 31, 
1992 1991 

Rs. in 000’s Rs. in 000*1 


Schedule S—Other 
Liabilities and Provisions 

I. Bills payable 

II. Interoffice adjustments 
(net)* 

HI. Interest accrued 

IV. Others (including provisions) 

TOTAL. 

* Refer Note 6—Schedule 17. 


Schedule 6—Cash and Balances 
with Reserve Bank of India 

I. Cash in hand 
(including foreign 
currency notes) 

II. Balances with 
Reserve Bank of India 
i) In current account 

TOTAL 


Schedule 7—Balances 
with Ranks and Money at 
Call and Short Notice 

I In India 

i) Balances with banks 
a) In current 


540,697 

11,788 

19,064 

582,187 




2.716 

3,34tf 

243,251 

204,728 

245,967 

208,076 


accounts 

8,421 

5,063 

b) In other deposit 



accounts 

Nil 

1,001 

TOTAL 

8,421 

6,064 

. Outside India 



i) In current 



accounts 

322 

2 

TOTAL 

322 

2 

GRAND TOTAL 

8,743 

6,066 
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Bank of Oman Limited 


(Incorporated in DAE with Limited Liability) 

BOMBAY BRANCH 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31ST MARCH, 1992 


March 31, March 31, 
1992 1991 

Rs. in 000'j Rs. in 000’s 



Schedule t-Iowsimenu 


I. Investments in India in 
i) Government securities 

ii) Other approved 
securities 

iii) Shares 

iv) Debentures and 
bonds 


TOTAL 


Refer Note 1(c)—Schedule 17 


Schedule 9—Advances 

A. i) Bills purchased 
and discounted 

ii) Cash credits, overdrafts 
and loans repayable 
on demand 

iii) Tferm loans 
TOTAL 


& i) Secured by tangible 
assets 

ii) Unsecured 
TOTAL 


C. I. Advances in India 

i) Priority sectors 

ii) Others 

TOTAL 

Refer Note 1 <d). 3 and 4—Schedule 17. 


617,834 376,877 


.250 11,150 


149,662 202,817 


TOTAL 


237,048 362,064 * Refer Note 2—Schedule 17. 


343,724 | 87,620 

730,4341 652,501 


457,193 379,086 

272,521 273,415 

730,434 652,501 


605,285 

652,501 


Schedule 12—Contingent 
Liabilities 

I. Claims against the bank 
not acknowledged as debts 
It. Liability on account ot 
outstanding forward 
exchange contracts 

III. Guarantee given on 
behalf of constituents 
a) In India 

IV. Acceptances, endorsements 
and other obligations 

V. Other items for which 
the bank is contingently 
liable 

a) Bills of exchange 
rediscounted 

b) Capital commitments 
(net of advance) 

TOTAL 


March 31, March 31, 
1992 1991 

Rs. in 000’s Rs. in 000’s 


Schedule 10—Fixed Assets 
1. Other fixed assets (including 
furniture and fixtures) 

At cost as on 31st March 
of the preceding year 
Additions during the year 

Deletions during the year 

Depreciation to date 


—- TOTAL 

53 389,296 Refer Note 1(e)— Schedule 17. 

Schedule 11—Other Assets 

I. Inter-off ice adjustments (net) 

II. Interest accrued 

III. Thx paid in advance/tax 
deducted at source* (net) 

IV. Stationery and stamps 
V. Others 


13,505 

-Am 

14,669 

(444) 

14,225 

(8,248) 





212 212 


140,031 21.815 


42,044 45,370 

218,175 105,942 


170,000 135.000 


9,683 Nil 


580,145 1,339 
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Bank of Oman Limited 


(Incorporated in UAE with Limited Liability) 

BOMBAY BRANCH 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR 
THE YEAR ENDED 31ST MARCH, 1992 



Schedule 13—Interest Earned 

1. Interest/discount on 
advances/bills 

II. Income on investments 

III. Interest on balances 
with Reserve Bank of 
India and other 
inter-bank funds 

IV. Others 

TOTAL 

Schedule 14—Other Income 

I. Commission, exchange 
and brokerage 

II. Profit on sale of 
investment* (net) 

III. Profit on sale of land, 
buildings and other assets (net) 

IV. Profit on exchange 
transactions (net) 

V. Miscellaneous income 

TOTAL 

Schedule 15—Interest 

Expended 

I. Interest on deposits 

II. Interest on Reserve Bank 
of India/inter-bank 
borrowings 

III. Others 

TOTAL 


Year 
Ended 
31.3.1992 
Rs. in 000's 


165,330 

60,608 


Year 
Ended 
31.3.1991 
Rs. in 000’s 




Schedule 16—Operating 

Expenses 

I. Payments to and 
provisions 
for employees 

II. Rent, taxes and 
lighting 

III. Printing and 
stationery 

IV. Advertisement and 
publicity 

V. Depreciation on bank’s 
assets 

VI. Directors’ and Local 
Advisory Board Members’ 
fees, allowances 

and expenses 

VII. Auditors’ fees and 
expenses 

VIII. Law Charges 

IX. Postages, telegrams, 
telephones, etc. 

X. Repairs and 
maintenance 

XI. insurance 

XII. Other expenditure 

TOTAL 


Year 
Ended 
31.3.1992 
Rs. in 000's 

Year 

Ended 

31.3.1991 

Rs. in 000’s 

6.760 

5,345 

6,613 

5,739 

361 

299 

1,690 

910 

1,726 

2414 

75 

63 

53 

48 

88 

239 

1,117 

869 

907 

805 

205 

114 

8,276 

3430 

27,871 

19,975 


Schedule 17—Nolea forming part of the accounts for the year ended 31st March 1992 
1. Significant Accounting Policies: 

a) The Balance Sheet and the Profit and Low Account have been prepared ui conformity with Forms “A” and “B" of the Third Schedule 
to the Banking Regulation Act, 1949. 

b) Foreign Currency Thuularion: 

i) Assets and Liabilities in Foreign Currencies are translated at the rates notified by FEDA1 as on March 31, 1992 and Contingent Liability 
in respect of Forward Exchange Contracts and Letters of Guarantee are included at the contracted rates. 

ii) Outstanding forward exchange contracts are revalued at rates notified by FE DAI as at March 31, 1992 and the resulting gains and losses 
on revaluation are credited or charged to income as the case may be. 

c) Investments: 

Investment in Securities of the Central and State Governments and other Thuler Securities including treasury bills of the Central and Stale 
Governments, Shares, Debentures or Bonds, other investments arc valued at lower of cost or aggregate market value on a global basis. 

d) Advances: 

i) Provision for Bad and Doubtful debts: 

The Provision for Bad and Doubtful debts is made to the satisfaction of the auditors after considering the value of reaUsabie securities 
held by the bank in respect of such advances and other related factors till date. 

U) Advances are staled net of bills of eschangr rediscounted and specific provision in respect of bad and doubtful debts. 

Ui) Provisions have been made on a gross basis. But relief which will be available when the advance is written off wiU be accounted foe 
in the year of write off. 
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Bank of Oman Limited 

(Incorporated in DAE with Limited Liability) 

BOMBAY BRANCH 

e) Furniture and Fixtures: 

i) Furniture and fixtures, equipment and vehicles have been valued at cost less depreciation. 

ii) Depreciation has been provided on all the assets at the rales specified in Schedule XIV to the Companies Act, 1936 on written down 
value method Tor the whole year including additions made during the year 

0 Income Recognition. 

i) Interest income is recognised on accrual basis and in the case of fully and partly non-performing advances, the same is recognised on 

recovery and settlement. * 

ii) Commission and fees charged are credited lo income al the time the transactions occur. 

g) Gratuity: 

Provision for gratuity to Staff has been made on an accrual basis as certified by the actuary. Separate irusi for Gratuity is yet 10 be set up. 

h) Head Office Administration Expenses: 

As per the past practice, Head Office Administration Expenses are not charged to the Profit and Loss Account 

2. Provision for Incomc-lhx. 

a) Provision for Income-Hi t has been made on the basis of the stand taken by the bank in the return of income and appeal filed by it with 
the assessing authorities. Pending outcome of the appeal/assessments, the additional lax liability, if any, cannot be ascertained. 

b) The Bank is of the opinion that the decision of the Honourable Supreme Court regarding the taxability of interest on sticky advances in 
the case of State Bank of TYavancore v/s CIT is not applicable in cases where no interest has been charged on sticky accounts. The bank 
has therefore not made any provision for income-tax in respect of cases where no interest has been charged on sticky accounts. 

3. loans and advanccs include an amount of Rs. 22,016,376/- due from two borrower companies which are identified to be sick industrial companies 
as per the provisions of Section 3(1) (0) of the Sick Industrial Companies (Special provisions) Act, 1985. 

4. Loans and advances include an amount of Rs. 27,852,734/- net of interest wnlten-off during the year Rs. 7,155,736 05 being bridge loan disbursed 
in August 1990 to a borrower company against rights issue of convertible debentures supported by letters of comfort given by II nationalised 
and scheduled banks/subsidiary company who are bankers/managers to the issue No provision has been made in respect of the principal outstan¬ 
dings as the same is good and recoverable in the opinion of ihe management of the bank, based on the opinion given by two former Chief 
Justices of India. 

5. The Branch has paid brokerage @ I ‘It amounting to Rs. 6,501,950/- (USD 250,000) in respect of K'NR deposit placed with the Branch for 
two years. The Branch has charged to Income and Fxpendnurc Rs 1.941,557/- and the balance amount o( Rs 4,560,393/ has been carried 
forward as prepaid expenses to be amortised ovci the remaining period of the Deposit As a result of Ihe method ol accounting adopted by 
amortisation, the profit for the year is higher by Rs. 4,560,393/- and us consequential effect on relevant components in the Balance Sheet 

6. In the reconciliation of Bank of Oman Ltd. New York & H.O. Dollar Account, a few entries have to be tied up and marked off after obtaining 
correct references Fending completion of this, the balances as per books of a/c J s have been included in the accounts The tmpaci, though 
not material cannot be ascertained. 

7 The figures of the previous year have been regrouped/rear ranged wherever necessary. 



I> N GHATAI IA 
Farmer 

hot on bchjll of 
PR 1C l V5A3 f-RHOUSI 
t'll. ii lord Ascounlaiit-. 


for BANK Ol OMAN |TD 
M A HAIG 
Assisi, ini Chief Manager 


Attrition' Report on the Indian Branch of Bank of Oman Limited under Section 30 of the Banking Regulation Act, 1949 

We fn-v indeed the attached Balance Sheet of the Indian Branch of BANK OF OMAN LIMITED, as at March 31, 1992 and the relative Profit 
and ' Ac,slum of the Indian Branch of the Bank for the year ended on that date, signed by us under reference to this report. 

I\ k. '.W ilt *itn the provision of Section 29 of the Banking Regulation Act, 1949, read with the provisions of sub-sections (1), (2), and (5) 
of Seciio" 2il and rub section (5) of Section 227 of the Companies Act, 1956, the Balance Sheet and the Profit and Loss Account, together with 
■i.c notes atlas hed thereto, are not required to be and are not draw n up in accords nee with Schedule VI to the Companies Act, 1956. The accounts 
are, therefore, drawn up ui conformity with Forms “A” and “B" of the Third Schedule to the Banking Regulation Act, 1949. 

1) We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purpose of our 
audit and have found them to be satisfactory. 

2) The transactions which have come to our notice have been, in our opinion, generally within the powers of the Indian Branch of ihe Bank. 

3) In our opinion, proper books of account as required by law have been kept by Ihe Indian Branch of the Bank so far appears from our examina¬ 
tion of these books maintained and produced to us at Bombay. 

4) The above mentioned Balance Sheet and Profit and Loss Account of the Indian Branch of the Bank dealt with by this report are in agreement 
with Ihe books of account. 

5) In our opinion, and to the best of our information and according to the explanations given to us, the Balance Sheet and Profit and Loss Account, 
together with the notes thereon, give the information required by the Companies Act, 1936, as amended in the manner so required for Banking 
Companies and on such basis the said Balance Sheet gives, subject to notes fa) to (c) below: 

(a) Note 2(b) of schedule 17 regarding provision for tax not made and interest not charged on sticky advances. 

(b) Note 4 of schedule 17 regarding recoverability of advance of Rs. 27,852,734/- 

and 

(c) Note 5 regarding Brokerage paid on FCNR deposits amornsed over the remaining period of deposit and carried foward as prepaid expenses 
amounting to Rs. 4.560,393/- and its impact on the net profit for ihe year and consequential effect on the relevant components in ihe Balance 
Sheet 

A true and fair view of the state of affairs of the Indian Branch of the Bank as at March 31, 1992 and in the case of the Profit and Loss 
Account gives, subject to notes (a) to (c) as aforesaid, true and fair v icw of the profit of the Indian Branch of the Bank for the year ended on that date 

P. N GHATALIA 
Partner 
For and on behalf of 
PRICE WATERHOUSE 
Chartered Accountants 


Bombay 

Dated June 30. 1992 
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SPECIAL ARTICLES 


The Debt-Energy Nexus 

A Case Study of India 

C Rammanohar Reddy j 

Antonette D’Sa j 

Amulya K N Reddy ] 

This study attempts to unravel the energy-debt nexus by Unking India’s energy imports to the growth of its j 
external debt. The intention is to bring out, firstly, the extent to which India’s debt problem could have been j 
avoided with a different strategy of energy use in the 80s and, secondly, what changes in energy consumption ' 
are needed now to prevent a further build up of debt. 

The study considers the effect on India’s imports of four importan t shifts in a strategy that would have reduced 
oil consumption and could have been implemented between 1977-78 and 1989-90: (i) a shift in long-haul freight 
movement from road to rail, (ii) a shift from kerosene to liquefied petroleum gas for cooking, (Hi) the electrifica¬ 
tion of unelectrified households, and (iv) the replacement of diesel irrigation pumpsets with electric pumpsets. 

Further, just as there are possibilities for the reduction of oil imports, there are also opportunities for reducing 
imports of energy sources and equipment for the generation of electricity. These opportunities arise through greater 
efficiency in the use of electricity. 

While energy strategies of the kind discussed here do require targe investments, for a decision on whether or 
not the potential savings in oil consumption are worthwhile, the costs of these investments will have to be estimated 
and weighed against the benefits. 

It is crucial to develop a least-cost strategy in which all exports-increasing and imports-reducing measures are 
ranked according to the investments required to effect a unit increase in exports and/or a unit decrease in imports. 
These should be included serially in a package according to increasing unit cost until the desired reduction in 
the trade deficit is achieved. Without such a rational approach the government cannot avoid being ad hoc and 
arbitrary. 


I 

Debt: Global Perspective 

THE World Bank in its World Development 
Report, 1991, estimated the outstanding debt 
of all developing countries at S 1.3 trillion 
at the end of 1990. 1 Since 1988, inter¬ 
national multilateral financial institutions 
and governments of the developed countries 
have made some efforts to reduce this ex¬ 
ternal debt of developing countries. 

However, the efforts have had little suc¬ 
cess thus far. Firstly, as Ifcble 1 shows, while 
there has been no new explosion of debt in 
recent years, as was the case in the late 70s 
and early 80s, there has not been any 
substantial reduction in the outstanding debt 
of developing countries. Second, the out¬ 
standing debt of the World Bank's “severe¬ 
ly indebted middle-income countries” 
declined in 1988 and 1989 but increased 
again in 1990. Thirdly, the external debt of 
the group of low-income countries has been 
continuously growing while that of all 
middle-income countries declined in 1988 
and 1989 but grew the year after (1990). 

Discussions of how to resolve the debt 
crisis have usually focused either on the 
terms of repayment (waiver, rescheduling, 
altering the interest rate structure, etc) or on 
the terms of trade that the developing coun¬ 
tries have to face. And the stepping up of 
exports has invariably been suggested as the 


only way to solve the present baJance-of- 
payments pioblems of developing countries. 
The issue of energy imports and what role 
they have played in accentuating the debt 
crisis receives little attention. Thus, the debt- 
energy nexus has been ignored. 

Among the 20 countries that the World 
Bank has identified as being “severely in¬ 
debted middle-income countries”, the 
relative importance of energy imports in 
total imports does vary. In 1989, fuel imports 
constituted as little as 1 per cent of the im¬ 
ports of Venezuela which is heavily indebted 
despite being a large producer of crude 
petroleum. However, in heavily-indebled 
countries that do not have large oil reserves, 


this percentage was substantial in 1989: e g, 
Philippines (13 per cent), Brazil (30 per cent) 
and Hungary (12 per cent). 2 

In the low-income countries, the percen¬ 
tage of fuel imports in total imports was just 
6 per cent in 1989, but this is partly a reflec¬ 
tion of the low level of consumption of com¬ 
mercial energy in these countries and also 
hides large country to country variations. In 
the case of the large low-income countries, 
India and Pakistan, their fuel imports in 
1989 constituted a significant percentage of 
their import bills: 17 per cent and 14 per cent 
respectively' 

Hence, in the case of developing countries 
that have built up a large debt, it is impor- 


Tabie 1: Growth or Lonu-Ierm Uebtoi Dmi oping Couniries 
(Average annual per cent change, nominal) 



1973-80 

1980 87 

1988 

1989 

1990 

1 Low-and-middle income 

countries 

22.6 

15.0 

< >2 1 

( -K> 1 

5.0 

Low income countries 

16.5 

18 3 

5.5 

5 5 

8.8 

Middle income countries 

24.7 

142 

( )46 

(- )2.2 

3.5 

2 Severely indebted middle 

income countries 

25.2 

16 2 

(- >4 8 

(- >2 .4 

3.5 


Notes I World Bank's income classification; GNP per capita of J 580 or less in 1989—Low- 
income countries; GNP per capita of more than S 580 but less than $ 6,000—middle- 
income countries; GNP per capita of more than $ 6,000—High-income countries. 

2 Long-term debt covers only loans of more than one year maturity. 

Source. Extracted from Tkble A.U of World Development Report. 1991 (Washington, World 
Bank. 1991). 
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Table 2: Outstanding External Debt of the 
Six Most Indebted Developing Countries 


(m I billion) 


Country 

End of Year 
1984 1989 

Growth 
Per Cent 

1 Brazil 

104.3 

111.2 

7 

2 Mexico 

948 

9$ .6 

1 

3 Argentina 

48.8 

64.7 

32 

4 India 

33.9 

62 5 

84 

S Indonesia 

31.9 

$3.1 

66 

6 China 

12.1 

44 9 

372 


Sources: I 1984 data from World Debt Tables, 
1989-90, First supplement 
(Washington. World Bank, 1990). 

2 1989 data from "World Develop¬ 
ment Indicators" in World Develop¬ 
ment Report, 1991. 

3 For reasons given in Note 6 of 
Table 3—India’s debt above is not 
the same as that in Thble 3. 

tant to determine the contribution of energy 
imports to that growth in debt. A series of 
studies have, therefore, been sponsored by 
the International Energy Initiative to explore 
the debt-energy nexus in developing coun¬ 
tries. This paper presents a case study of 
India in which an attempt has been made 
to link energy imports in general, and oil im¬ 
ports in particular, to the growth of the 
country’s external debt. The intention is to 
bring out the extent to which the debt pro¬ 
blem could have been at least reduced, if not 
avoided, with a different strategy of oil use 
and to highlight what needs to be done now 
regarding energy use to prevent a further 
build up of debt. 


II 

Debt: Indian Perspective 

Imports of crude oil and its refined pro¬ 
ducts constitute the largest single commodity 
group in India's import bill. Yet, the poten¬ 
tial benefits ( Dm greater efficiency in the 
use of oil in Ind i have not been explored 
so far in investigations of what has caused 
India’s debt problem and in discussions of 
how to prevent turiher large borrowings in 
the international capital maiket. 

At the end of 1989, according to the World 
Bank, India had the fourth largest debt 
among the developing countries (Thble 2). 

Between March 1980 and March 1990, 
India's outstanding debt more than tripled 
from S 17 billion to $ $9.1 billion and in¬ 
creased further to S 68.2 billion in March 
1991 flhble 3). 

India suffered a trade deficit throughout 
the 1980s (Ihble 4). In the first half of the 
1980s, this was substantially neutralised by 
a surplus in invisible trade (almost entirely 
from remittances by expatriate Indians). But 
as invisibles as a proportion of the gross 
domestic product (GDP) fell by more than 
50 per cent in the second half of the 1980s, 
the current account deficit as a proportion 
- of the GDP was on the average 70 per cent 
higher in this period (Thble 4). 


Table 3: Outstanding External Debt of India 

(in S million) 


Financial 

Year 

Ending 

March 

External 

Assistance 

External 

Commercial 

Borrowings 

(Long-term) 

External Bank 

Commercial Deposits by 
Borrowings Non-Resident 
(Short-term) Indians 

Borrowings 
from the 
IMF 

Tbtal 

1980 

14,869 (85) 

1,529 (09) 

900(5) 

155 (1) 

— 

17,453 

1981 


19,584 


977 

20,561 (100) 

1985 

20,828 (61) 

5,394 (16) 

2,856 (8) 

903 (2) 

4.111 (12) 

33,922 (100) 

1986 

22,378 (59) 

6,250* (17) 

3.129 (8) 

1.78? (J) 

4,320 (11) 

37,866 (100) 

1987 

25,983 (58) 

8,077 (18) 

3.297 (7) 

2,748 (6) 

4,341 (10) 

44,446 (100) 

1988 

28,865 (58) 

9,931 (20) 

3.519 (7) 

3,815 (8) 

3,650 (7) 

4?,780 (100) 

1989 

33,146 (58) 

12,453 (22) 

3,772 (7) 

5,700(10) 

2,552 (4) 

57,623 (100) 

1990 

33,460 (57) 

13.253 (22) 

4,659 (8) 

6,802 (12) 

1.545 (2) 

59,749 (100) 

1991 

38,100 (56) 

14,884 (22) 

4,912 (7) 

7,471 (11) 

2,860 (4) 

68,227 (100) 


Notes: 1 Figures in brackets are percentage shares in each year’s total. Because of rounding off 
in some years they do not add up to 100. 

2 Sources: No official document of the government of India provides the borrowings 
under each category and for all years from 1980-81. It has been the practice to list under 
external debt only external assistance, long-term external commercial borrowings and 
borrowing from the IMF. Bank deposits by non-resident Indians are usually given 
separately but not short-term commercial borrowins. 

It was only from 198$ that figures on external commercial borrowings were published. 
For earlier years there are figures on “authorisations” which are not the same thing 
as either gross ortiet borrowings. Hence, year-wise estimates of aggregate external debt 
are not officially available. 

Ail figures other than for end-1980, 1981 and of short-term external commercial bor¬ 
rowings are from Economic Survey 1990-91 and 1989-90 (New Delhi: Ministry of 
Finance). 

March 1980 figures are estimates made by the Reserve Bank of India— India'S Inter¬ 
national Investment Position tRBI Monthly Bulletin, April 198$, Bombay). Estimates 
for 1981 are from the World Bank's World Debt Tables and refer to the 1980 calendar 
year-end data. 

Official debt statistics usually exclude short-term commercial borrowings. Other than 
for 1991, all figures on this kind of debt are from World Debt Tables, 1989-90, First 
Supplement, (Washington. World Bank). The 1991 estimate is from a statement made 
in parliament on July 16 by the minister of slate for finance ( Deccan Herald, July 17, 
1991). 

3 NR1 bank deposits are of two kinds (1) fully repatriable in foreign currency and (2) 
payable in rupees only. Only category (I) is included here. 

4 Long-term commercial borrowings are of more than one year maturity and short-term 
borrowings of less than one year maturity. 

5 NRI bank deposit figures for 1980 are end calendar year 1979 figures. Short-term ex¬ 
ternal commercial borrowings for all years other than 1991 are also end calendar year 
figures. 

6 Other than data taken from World Bank estimates, all figures are rupee estimates con¬ 
verted into US S at average exchange rate for the financial year in question. Rs/S values 
are taken from the Economic Survey, various issues. 

7 The above estimates of total external debt differ from that of the World Bank by (-) 
0.4 per cent (198$), + 7.98 per cent (1986), + 8.79 per cent (1987), + 11.14 per cent 
(1988), (-) 0.02 per cent (1989) and + 8.4 per cent (1990). The coverage of external 
debt by the World Bank and in the above estimates is the same The differences could 
be due to the following reasons: (1) World Bank estimates are calendar year-end estimates, 
those above are financial year-end (March) estimates and (2) the above estimates are 
rupee values converted to $ values using the year's average exchange rate. The rupee 
values themselves are likely to have been obtained by converting loans in each currency 
to the rupee values by using the appropriate exchange rate The World Bank may have 
for other than S denominated loans, converted foreign currency loans to $ values using 
the ruling international exchange rates and not the cross exchange rates implicit in ob¬ 
taining the above estimates. 

8 The above estimates are all stock estimates, i e, year-end estimates of outstanding debt 
after accounting for receipts and repayments during the year. 

9 External assistance Is bilateral aid and aid from the multilateral institutions (World 
Bank, IDA, Asia Development Bank. etc). 
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Figure l: Oil Consumption (1986-87) 


Figure 2: 1989-90 Oil Consumption 



Further, in the second half of the 80s, 
there was a shift in the mode of financing 
of the current account deficit. During the 
course of India’s Sixth Five-Year Plan 
(1980-81 to 1984-85 hereafter abbreviated to 
1981-85), concessional aid—from the 
multilateral institutions and bilateral 
country-donors—contributed as much as 55 
per cent of the inflows on the capital 
account. But in the Seventh Plan (1985-86 
to 1989-90 hereafter abbreviated to 1986-90), 
the pattern of financing of the current 
account deficit changed drastically. As 
Table 5 shows, concessional external 
assistance between 1985-86 and 1989-90 met 
only 29 per cent of India’s financing needs 
in its balance of payments. Loans from inter¬ 
national banks met 24 per cent of the finan¬ 
cing requirement and deposits in banks by 
non-resident Indians, an additional 22.8 per 
cent. Thus, net borrowings abroad on com¬ 
mercial terms covered over 46 per cent of the 
current account deficit. 

It was the twin effect of the widening cur¬ 
rent account deficit (an average of S 5.5 
billion a year in the Seventh Plan as against 
an annual average of S 2.3 billion in the Sixth 
Plan) 4 and greater dependence on expensive 
sources of international borrowing that saw 
India’s external debt more than triple in 
the 80s. 

Focusing on oil consumption in India, this 
study examines the potential impact of 
greater efficiency in the use of oil on India’s 
imports and external debt. 

More specifically, it investigates: 

(i) the savings in oil consumption that 
could have been realised in the 1980s 
through greater efficiency in use of 
diesel and kerosene, the effect of such 
savings on India’s expenditure on oil im¬ 
ports and therefore the extent to which 
the growth of India’s external debt in the 


Tabi e 4: India's Current Account Balance iN the 1980s 
(As a per cent of Gross Domestic Product) 


F inancial Year 

(1) 

Exports 

(2) 

Imports 

(3) 

Trade Balance 

(4) = (2)-(3) 

Net Invisibles 

(5) 

Current 
Account 
Balance 
(6) = (4) + (J) 

1980-81 

4.8 

9.2 

< - ) 4.4 

3.2 

(-) L2 

1981 83 

49 

8.7 

(-) 3.8 

2.4 

(-1 1.5 

1982-83 

5 1 

84 

( -) 3-2 

2.0 

(-) 1.3 

1983-84 

4.9 

77 

(-) 2.8 

1.7 

(-) 1.1 

1984 85 

5.2 

8.1 

( ) 2 9 

1.7 

(-) L2 

Average 1980-85 
(Sixth Plan) 

5 0 

84 

( ) 3.4 

2.2 

(-) 1.3 

1985-86 

4.4 

8.1 

( ) 3.7 

1.4 

(->2.3 

1986-87 

45 

77 

<-)32 

1.2 

(-) 2.0 

1987-88 

49 

77 

( -) 2.8 

0.9 

(-) 1-9 

1988-89 

5.3 

8.9 

< -) 35 

0.8 

(-) 2.7 

1989-90 

6.4 

93 

( - ) 2.9 

0.6 

(-) 2.3 

Average 1985-90 
(Seventh Plan) 

5 1 

8.3 

(-) 3.2 

1.0 

(-) 2.2 


Source: Table 9 1 in Economic Survey 1990-91 (New Delhi: Ministry of Finance, 1991). 


Tabi e 5: India’s Financ inl, Nled in I rs External Account and Sources of Financing 



(1985-86 to 1989-90) 


Financing Need (in $ million) 


Source of Financing (in S million) 

1 Current account deficit (in- 


1 External assistance 

9,093.9 

eluding errors and omissions . 

27,740.0 


(29.0) 

2 Repayment to IMF 

3,610.3 

2 Commercial borrowings 

7.524.7. 

(24.0) 

3 Financing Need (1 r-2) 

31,350.3 

3 Bank deposits by non-resident 
Indians 

4 Other capital transactions 

5- Use of Reserves 

6 Total 

7.163.1 
(22.8) 

3.942.2 
(12.6) 

3.627.2 
(11.6) 

31450.3 

(100.0) 


Notes: 1 Source. Reserve Bank of India, A nnual Report, 1990-91 (Bombay: Reserve Bank of 
India, 1991). 

2 Figures in brackets are percentage shares of total. 
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Table 6: Import of Crude Petroleum and 
’ Petroleum Products as a Percentage or 
All Imports ino of Export Earnings 
(1980-Ki no 1990-91) 


*fcar 

Oil Imports 
(Net) as a 
Percentage of 
All Imports 

Oil Imports 
(Net) as a 
Percentage of 
Exports 

1980-81 

42 

78 

1981-82 

37 

64 

1982-83 

*P 

48 

1983-84 

20 

33 

1984-85 

21 

31 

1985-86 

22 

40 

1986-87 

12 

IV 

1987-88 

15 

22 

1988-89 

14 

19 

1989-90 

16 

20 

1990-91 

23 

30 

Average 

21 

31 


‘ Notes: I Value of net oil imports is given in 
| Tible 8. 

2 The averaging is done by dividing l he 
sum of oil imports by the sum of all 
imports. 

■Sources: Computed from (1) value of net oil 
imports as in the Reserve Bank of 
India Report on Currency and 
Finance, Vol II, various issues and 
(2) value of total imports and exports 
aa in Economic Survey, various issues. 


1980s could have been reduced, and 
(H) the savings in oil consumption that can 
be made in the 90s if a suitable strategy 
is initiated now and an evaluation of the 
foreign exchange benefits of these sav¬ 
ings vis-a-vis consumption projections 
based on a continuation of past trends. 


Ill 

Crude Oil and Petroleum Products 
in 1980s: Production, 
Consumption and Imports 


Figure 3: 1989-90 Oil Consumption 
(Middle Distillates Only) 



of these reserves. But, this strategy could nut 
withstand the second oil price increase in 
1980 which led to an escalation of India’s 
impori bill. As Tables 7 and 8 show, the 
magnitude of India's oil imports, in both 
quantity and value, were high in 1980-81. In 
order to reduce India's oil imports, the new 
approach was to step up exploitation of the 
offshore Bombay High reserves. Thus, pro¬ 
duction of crude almost tripled from 10.5 
million tonnes in 1980-81 to 28.9 million ton¬ 
nes in 1984-85 (Table 7) Bui, the fall in. im¬ 
ports of crude was not much (from 16.2 
million lonncs to 13.6 million tonnes in the 
same period), as consumption of petroleum 


products rose from 30.9 million tonnes in 
1980-81 to 38.8 million tonnes in 1984-85. 

The rate of growth of consumption ac¬ 
celerated in the second half of the 80s. Con¬ 
sumption grew at an annual average rate o( 
.5 5 per cent during the Sixth Plan (1980-85) 
but this increased to 6.8 per cent a year dur¬ 
ing the Seventh Plan. 5 In 1990-91, a steep 
price increase effected by the government 
and. to a lesser extent, constraints on 
availability brought the growth of consump¬ 
tion of petroleum products in that year down 
to 0.9 per cent. 6 

As Bombay High came to be exploited to 
the full in the mid-80s and no new 


Tabu 7 On Production, Imports and Consumption (1980-81 to 1991-92) 


Throughout the 80s, imports of crude oil 
and petroleum products constituted the 
largest single commodity group in India’s 
import bill. Thble 6 gives the share of oil im¬ 
ports in total imports in each year between 
1980-81 and 1990-91. It also relates oil im¬ 
ports in this period to export earnings. Oil 
imports on the average constituted 21 per 
cent of total imports in this period. These 
imports also consumed on the average 31 per 
cent of India’s annual earnings from mer¬ 
chandise exports. 

, The percentage share of oil imports in all 
imports did vary from a low of 12 per cent 
in 1986-87 to a high of 42 per cent in 
1 1980-81. Though Thble 6 shows no secular 
trend, there is a clear pattern in which oil 
. imports were linked to the growth in con¬ 
sumption of petroleum products and the 
s trends in the domestic production of crude 
Soil (Thble 7). 

| When the offshore Bombay High oil 
| reserves were discovered in the mid-70s, the 
f official strategy was to restrict exploitation 


■y. 



Year 


( Hide Oil Crude Oil Crude 1m- Peirolcum Petroleum Domestic Petroleum 
Production Imports ports Products Products Consump- Product 


(in Million (Gross) (Gross) as Pro- 


lonncs) (in Mt) 


a Per Cent 
of 

Refinery 

Through¬ 

out 


duction 
(Gross) 
(in Mt) 


Imports tion of Imports 


(Gross) 
(in Mt) 


Petroleum (Gross) as 


Products 
(in Mt) 


a Per 
Cent of 
Domestic 
Consum¬ 
ption 


1980-81 

10.51 

16.22 

63 

24.12 

7.29 

30.90 

24 

1981-82 

16.19 

15.30 

51 

28.18 

4.88 

32.52 

15 

1982-83 

21 06 

1695 

51 

31.07 

5.03 

34.6rf 

15 

1983-84 

26 02 

15.97 

45 

32.96 

4 33 

35.84 

12 

1984-85 

28 99 

13.64 

18 

33.24 

6.09 

38.80 

16 

1985-86 

30 17 

15.14 

35 

39.88 

3.87 

40.87 

9 

1986-87 

30 48 

15.48 

34 

42.76 

3.05 

43:66 

7 

1987-88 

30.40 

17.70 

38 

44.70 

4.70 

46.40 

10 

1988-89 

32.00 

17.80 

3b 

45.70 

6.5 

50.10 

13 

1989-90 

34 10 

19.50 

38 

48.70 

6.6 

54.10 

12 

1990-91 

33.03 

20.80 

40 

48.56 

8.6 

54.61 

16 


Sources: (I) Data up to 1986-87 from Tkble 4.1 of Current Energy Scene in India, 1990 (Bombay: 
Centre for Monitoring Indian Economy, 1990). 

(2) Data for 1987-86 to 1990-91 Economic Survey (1990-91). Statement 1.30 and Table 4.6. 
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discoveries on the same scale as in the 
mid-70s were made, an increase in imports 
to meet the growth in consumption was in¬ 
evitable Crude oil imports, therefore, began 
rising again from 1985-86 and imports of 
petroleum products, from 1987-88 7 
( Ihble 7). 

In value terms, however, imports of oil 
almost halved in 1986-87 because of the 
sharp fall in international oil prices that year 
But, from 1987-88 onwards, a relapse 
hardening of oil prices and India’s re¬ 
quirements of crude and petroleum products 
resulted in the oil import bill steadily rising 
fable 8). 

India’s imports of petroleum products 
comprise mainly middle distillates. Of the 
6.6 million tonnes of imports of refuted pro¬ 
ducts in 1989-90, imports of diesel and 
kerosene were 5.64 million tonnes. These im¬ 
ports of middle distillates have become 
necessary as the rate of growth of consump¬ 
tion of high-speed diesel (HSO), in par¬ 
ticular, has been more than that of the 
average growth of consumption of all 
petroleum products. Consumption of HSO 
grew by 7 per cent a year in the Sixth Plan 
(1980-85) as against the 5.5 per cent growth 


in consumption of all petroleum products. 
In the Seventh Plan (1985-90), the difference 
in growth rates had widened: 8.6 per cent a 
year of HSO versus 6 8 per cent a year of 
all petroleum products 

All told, the net annual increase in the oil 
import bill between 1980-81 and 1990-91 ac¬ 
counted for as much as 18 per cent of the 
incremental increase in India's import bill in 
the same period (Table 9). 

The 80s began wiih a large oil import bill 
and so have the 90s. But, this is not a return 
to ‘Square One’ because there is no Bombay 
High to save the country this time 

IV 

Contribution of Crude Oil and 
Petroleum Products to 
External Debt 

The above picture of the production, con¬ 
sumption and imports of crude oil and 
petroleum products in the 80s can now be 
related to external debt and external receipts. 

One simple way lo measure the contribu¬ 
tion of oil imports in the 1980s to the growth 
of external debt in the same period is to 


relate the aggregate value of oil imports (of 
crude and refined products) to the growth 
of external debt in the same neriod 1 

Another measure is to relate oil import; 
in the 80s to total net external receipts of 
India in the same period. Net externa) 
receipts would include not only net borrow¬ 
ings but also export earnings and net invisi¬ 
ble earnings (on the current account) and 
other inflows on the capital account (foreign 
investmeni for example). This measure will 
indicate how much of every dollar that India 
receives from all sources goes to pay for oil 
imports. Ihble 10 gives the yearwise percen¬ 
tage of oil imports in net external receipts 
between 1980-81 and 1989-90. 

The following are summary values for the 
above two measures: 

1980-81 to 1989-90 

(1) Oil imports (crude + petroleum products) 

- S 36 774 billion 

(2) Growth of external debt = $ 42.2% billion 

(3) (Oil imports)/(nel borrowings) -- 87 per 
cent 

(4) Nel external receipts = $ 176.961 billion 

(5) (Oil imporis)/(nel external receipts) = 21 
per ccnl 


Table 8: Value oi Imports <>t Crude On and Peiroieum Proouts (1980-bi to 1990-91) 


Yfear 

Crude Oil (in Rs Million) 

Imports Exports Net Imports 

Petroleum Products (in Rs Million) 
Imports Exports Nel Imports 

Total Nel 
Imports (in 
Rs Million) 

Exhange 

Rate) 

(Rs/$) 

Total Net 
Imports (in 

S Million) 

>«80-81 

33,490 

_ 

33,490 

19,140 

250 

18,890 

52,380 

7.908 

6,623.7 

1981-82 

37,360 

2,050 

35,310 

14,530 

180 

14,350 

49.660 

8.968 

5.537.5 

198243 

40,440 

10.850 

29,590 

15,270 

2,470 

12,800 

42,390 

9.666 

4.385.5 

1983-84 

35,410 

12,310 

23.100 

12,910 

3,570 

9,340 

32,440 

10.340 

3,137.3 

198445 

34,300 

15,630 

18,670 

19,790 

2,550 

17,240 

35,910 

11.889 

3,020.4 

198546 

36.870 

1,350 

35,520 

13,020 

5,100 

7,920 

43,440 

12.235 


1986-87 

21,200 

— 

21,200 

6,910 

4,110 

2,800 

24,000 

12.778 

1,878.2 

198748 

30,360 

— 

30,360 

10.070 

6,490 

3,580 

33,940 

12.956 

2,617.6 

198849 

28.630 

— 

28,630 

15,160 

5,050 

10,110 

38,740 

14.482 

2.675.0 

1989-90 

40,100 

— 

40,100 

22,630 

6,970 

15,660 

55,760 

16.649 

3,349.2 

1990-91 

NA 

— 

NA 

NA 

9,380 

NA 

98,820 

17.943 

5,507.4 


(Voter 1 Source for imports: (a) Reserve Bank of India Report on Currency and Finance, Volll, various issues, (b) Annual Report of the Ministry 
Of Commerce, various issues (New Delhi: Ministry of Commerce). 

2 Sources for Exchange Rates: (a) Economic Survey, 1990-91. 
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FlOURE6(i): FREIQHT Hauled WITH DIESEL: 1986-87 



Figure 6(b); Diesel Used for Freight Haulage 
(For the Above Freight) 



The relative softening of international oil 
prices after the west Asian war offers little 
hope for India as long as the consumption 
trends of the 80s continue. Domestic pro¬ 
duction is unlikely to increase in the near 
future. In fact, in 1990-91 product/on of 
crude declined, albeit marginally, for the 
first time in a decade 9 
Even if there are unforeseen discoveries of 
new reserves, the issue is whether they should 
be “used up" in the way that Bombay High 
was. 


V 

A Conceptual Framework for the 
Energy-Debt *■ -xus 

India’s oil imports have been and will con¬ 
tinue to be—if the consumption trends of 
the 1980s do not change—of a large 
magnitude: Hence, it is obvious that savings 
in consumption will have a direct effect on 
India’s import bill and therefore on its need 
to borrow abroad to cover its current 
account deficit. 

Instead of concentrating on such energy 
savings, the view—indeed that underpinning 
much of the government of India’s current 
economic reform programme—is that 
India’s balance-of-paymenls problem have 
not got so much to do with large imports 
as with a low level of exports. 

But, what are the facts on India's export 
and import growth in the second half of the 
80s? Export growth in the Seventh Plan 
(1984-85 to 1989-90) did increase to an 
average of 11.6 per cent a year (in S terms) 
as against an average of 4.S per cent a year 
in the Sixth Plan (1980-81 to 1984-85). But, 
import growth too accelerated from 6.2 per 
cent a year in the earlier period to 8.2 per 
cent a year in the later period, the net effect 


Table 9: Share of Incremental Crude Petroleum and Petroleum Product Imports 
in Incremental Total Imports (1980-81 to 1991-92) 


Year 

Gross Oil Increment All 

Imports ( + /-) Imports 

(Rs/Crore) (Rs/Crore) (Rs/Crore) 

Increment 
( + /-) 
(Rs/Crore) 

Incremental 
Oil Imports 
in Incremental 
Imports 
(Per Cent) 

1980-81 

5.238 

_ 

12,549 



1981-82 

4.966 

(-)272 

13,608 

1,069 

(-) 26 

1982-83 

4,239 

(- ) 727 

14,293 

685 

(-H06 

1983-84 

3,244 

(-) 995 

15,831 

1,538 

(-) 65 

1984-85 

3,591 

347 

17.134 

1,303 

27 

1985-86 

4,344 

753 

19,658 

2,524 

30 

1986-87 

2,400 

( -)i,944 

20,096 

438 

(->444 

1987-88 

4,015 

1,615 

22,244 

2,148 

75 

1988-89 

4.379 

364 

28,235 

5,991 

6 

1989-90 

6,400 

2,021 

35,416 

7,181 

28 

1990-91 

10,820 

4,420 

43,171 

7,755 

57 

Total 


5.582 


30,622 

18 

Source : Same as Table 8 





Table 10: Oil Impokis as a 

Peri entace of Net External Rk eihs (1980-91 to 1989-90) 


Oil Imports 

N;r Receipts 

Net Receipts 

Total 

Oil Imports 


(< rude and 

on Current 

on Capital 

Receipts 

as a Per 


Refined 

Account 

Account 

(in S Million) 

Cent of 


Products) 

(in $ Million) 

(in $ Million) 


Receipts 


(m $ Million) 






(1) 

(2) 

(3) 

(4) 

(5) 

1980-81 

6,623.7 

13,767.4 

1,442.4 

15,209.8 

43 

1981-82 

5,537.5 

12,341.9 

1,337.6 

13,679.5 

40 

1982-83 

4,385.5 

13,052.7 

3,021.8 

16,074.5 

27 

1983-84 

3,137.3 

13323.9 

2,935.5 

16.259.4 

19 

1984-85 

3,020.4 

13,312.7 

3,177.3 

16,490.0 

18 

1985-86 

3,550.5 

12,453.1 

4,844.6 

17,297.7 

20 

1986-87 

1,878.2 

13,177.8 

3,542.5 

16.720.3 

11 

1987-88 

2,617.6 

14,962.4 

4,115.7 

19,078.1 

14 

1988-89 

2,675.0 

16,429.2 

6,187.6 

22,616.8 

12 

1989-90 

3.349.2 

17,979.5 

5,555.0 

23,534.5 

14 

Ibtal 

36,774.6 

140,800.6 

36,160.0 

176,960.6 

21 


Notes-. (1) Current account receipts are net of all items other than merchandise exports. 

(2) Capital Account receipts include Vrrors and omissions' but are net of change in reserves. 
Sourer. Balance of Payment data from Economic Survey, various issues (New Delhi: Ministry 
of Finance). 
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of which wu that there was only a marginal 
contraction of the trade deficit. 

£ Still, compared to other developing coun- 
j,tries, India’s imports as a proportion of 
yGDP remain small. According to the World 
I Sank, in the year ending 1989, India's im- 

■ port.-GDP ratio was only 8 per cent, while 
i that of all low-income count ries was 14 per 
41 cent and that of the middle-income coun- 
jj tries as much as 25 per cent. 10 It is probably 

the low value of India's import:GDP ratio 
,i that has resulted in the view that restrain- 
ing import growth through efficiency in use 
* Of imported commodities has little role to 
r l play in an economy fully integrated with the 
, world—the direction in which India is 
presently moving. Perhaps for the same 
reason there is little emphasis on promoting 
a greater efficiency in use of petroleum 
. products. 

The effect on import reduction, however, 

1 will be clearly revealed in the balance of 
payments and in external borrowings, in a 

■ simplified form, the balance of payments 
identity can be rewritten as: 

Increase in foreign exchange reserves = Net 
: inflows on capital account - Net outflows 
: on current account .. .(1) 

= Net inflows on capital account - 
; [Balance of trade + Net invisible trade) 

( 2 ) 

Balance of trade « Imports - exports = 
[Imports other than of crude and petroleum 
> products + Net imports of crude and 
petroleum products] - [Exports other than 
of crude and petroleum products] . . .(3) 
Hence Equation (1) can be rewritten as: 
Increase in reMrves «.Net inflows on 
capital account - [ f(M t +M (a )-E l 
+ Net invisible trade] ...(<) 

where M c » Imports other than of crude 
and petroleum products and M w • Net 
imports of crude and petroleum products 
and E - Exports other than of crude and 
petroleum products. 

r Since foreign investment remains negligi¬ 
ble in India, the term. Net inflows an capital 
account in Equation (4) becomes: [Net ex- 


tMt 1ST IMS IN* l«M 


MTS Wf IMO IMI IM2 1983 I9S4 IMS 19S6 1ST INS I9S9 19*0 


Table 11: FueCCghSumption Norms. Base-Yea* Load/Number and Growth Rates 
between 1977-78 and 1986-87 in the Actual and Altered Scenarios 


Sector/EnrhUsc 

Fuel Consumption 

Base Year 

Annual Growth 

(for Each 

Norm 

Load/Number 

(Per Cent) 

Distillate) 

(Litres/Unit) 

(1977-78) 

Actual 

A Ilcred 



1977-78 

1986-87 

1 Diesel 





1 Road Transport 




5.18 

—Ducks (freight)* 

0.03429 l/tkm 

77.000 btkm 

11.79 

—Busses (passenger) 
2 Rail Transport 

0.00689 I/pkm 

202.275 bpkm 

13.65 


—Freight* 

0.00689 I/tkm 

94.540 btkm 

5.05 

8 27 

— Passenger 

3 Water Transport 

4 Agriculture 

0.00402 l/pkm 

45.920 bpkm 

11.66 

12.61 

9.40 


—Tractors 

3025 1/tract/year 

288.6 theuands 


—Irrigation pumpsets* 882.85 1/tps/year 

2810.0 thousands 

3.79 

-3.71 

—Others 



5.00 


II Gasoline 





I Road Dan sport 





—Vehicles (all) 

0.01383 l/pkm 

58.725 bpkm 

17.64 


III Fuel Oil 





1 Industry 

3.4824 1/ ‘000 

Rs value added 


15.00 


2 Water transport 

IV ATF 



12.60 


—Aircraft (all) 

V Kerosene 

0.05653 l/pkm 

3.400 bpkm 

17.99 


1 Cooking* 

240.0 I/house/year 

8.333 mn houses 

8.76 

2.25 

2 Lighting* 

26.4 1/housc/year 

96.029 mn houses 

.61 

-5.52 

(Household electrification) 
VI LPG 



8.22 

17.54 

I Cooking* 

212.307 l/conn/year 

3.093 mn 
connections 

16.51 

22.91 


Notes: I Fuel consumption norms are derived from data given in ‘Sector*! Energy Demand 
Analysis’, Planning Commas ion, Government of India, 4990. 

2 Load/number of end-uses are from (i)AKN Reddy, ‘Energy for Development in India, 
Workshop on End-Use Focused Global Energy Strategies, Centre for Energy and En¬ 
vironmental Studies, Princeton University, Princeton, Ni, April 21-29, 1982. (ii) A K N 
Reddy, ‘An End-Use Methodology for Development-Oriented Energy Planning in 
Developing Countries, with India as s Case-Study', PU/CEES Report No 181, Centre 
for Energy and Eav b on mental Studies, Princeton University, Princeton, Ni, 1985a. 

3 Secton/end-uses when changes have been made in growth of load/number are 
marked (*). 

4 Growth rates ate compound annual rates of growth of loada/manber4a each sector/end- 
uae. Exceptions an in water transport (dietd and fuel oil), others la apiculture and 
fuel oil in industry when growth rates refer to total consumption. 

3 The actual growth rales la ioad/number wen available for 1977-78 to 1986-87. These 
ware assumed to prevail hi the ‘Actual* scenario between 198647 and 1989-90 as well. 

6 la the rail transport sselor, diesel traction accounts for 38 per cent of freight haulage 
sod 28 per cent of pansngsr newsmen in 1977-78; the corresponding figures lor 1986-87 
wen 66 per cent tad 48 per cent. In the scenario, diesel accounted for 62 per cent of 
freight haulage in 196647. 


Economic and Political Weekly July 4, 1992 








(tanarin A, B and C) 




im i m mt i«m im im mr im im 2000 

Wan 


temal assistance + Net external commer¬ 
cial borrowings + Net NRI bank deposits 
+ Net other capital transactions]. 

It is clear that a strategy that stresses ef¬ 
ficiency in the use of oil will, insofar as it 
reduces imports of crude and petroleum pro¬ 
ducts (MJ, directly improve the balance of 
payments and therefore the reserves. In an 
ex-post analysis of the effect of efficiency 
in oil consumption on the balance of 
payments, likely past savings in oil consump¬ 
tion get reflected in a notional increase in 
the foreign exchange reserves in each of the 
years under consideration. 

Or, from the perspective of examining the 
impact of efficiency in oil use on the past 
build-up external debt, estimates of import 
savings will indicate by how much the ac¬ 
tual level of capital inflows could have been 
reduced. That is, an examination of the sav¬ 
ings that could have been realised in the past 
will indicate how much of the loans India 
raised in the international capital market in 
the past were not required. 


It should be noted that these estimated 
savings in oil consumption give an 
underestimate of the extent to which India 
could have reduced its borrowings in the 
past. A lower level of imports in any one year 
for a country that suffers from a chronic 
deficit will not only reduce the quantum of 
inflows required in the capital account in 
that year, but also the requirements in the 
subsequent years. This is because when the 
inflows are mainly borrowings of various 
kinds, as in the Indian case, a lower level of 
borrowings in any one year will reduce the 
gross borrowings inflows required in the 
capital account in later years as well. Hence, 
an estimate of the import reduction possi¬ 
ble in the past provides a lower bound of 
the magnitude of external loans that need 
not have been raised and of the extent to 
which the growth of India's external debt—a 
stock measure—could have been avoided in 
the same period. The reduction in the growth 
of external debt would have naturally alto 
had a beneficial impact on India’s debt ser¬ 
vicing burden. 


VI 

Importance of Middle dis tilla t es 
in Consumption and Imports of 
Petroleum Products 

The sectoral consumption pattern of 
petroleum products in India in 1986-87 was 
as follows: 11 Transport, 36 per cent; In¬ 
dustry, 31 per cent; Domestic 17 per cent; 
Agriculture, 11 per cent; Power, 5 per cent 
(Figure I). 

The pattern of consumption of petroleum 
products according to the various disti l late s 
in 1989-90 was; light distillates (17 per cent), 
middle distillates (61 per cent) and heavy 
distillates (22 per cent) (Figure 2). 

Within middle distillates—which form the 
overwhelming bulk of oil consumption— 
the distribution was: high speed diesel oil (64 
per cent), kerosene (26 per cent), aviation 
turbine fuel (3 per cent) and light diesel oil 
(5 per cent) (Figure 3). 

India’s oil problem, therefore, is primari¬ 
ly a problem of the two middle distillates, 


Table 12: Actual Consumption of Petbolbum Products and Consumption in ACTered Scenario (1977-78 to 1989-90) 

(/n thousand tonnes) 



Diesel 

Kerosene 

LPG 

Others 

All 

Actual 

Altered 

Scenario 

Actual 

Altered 

Scenario 

Actual 

Altered 

Scenario 

Actual 

Altered 

Scenario 

Actual 

Altered 

Scenario 

1977-78 

7390 

7390 

4051 

4051 

355 

355 

2176 

2176 

13972 

13972 

1978-79 

8041 

7879 

4012 

3868 

414 

476 

2320 

2320 

14987 

14743 

1979-80 

8761 

8436 

4093 

3782 

482 

613 

2921 

2921 

16236 

15753 

1980-81 

9338 

9071 

4233 

3734 

561 

770 

3384 

3384 

17738 

16958 

1981-82 

10441 

9791 

4414 

3693 

654 

947 

3921 

3921 

19430 

18353 

1982-83 

11421 

10230 

4617 

3643 

762 

1149 

4545 

4545 

21344 

19569 

1983-84 

I2S08 

10733 

4840 

3579 

888 

1378 

5268 

$268 

23304 

20958 

1984-83 

13716 

11303 

5082 

3490 

1035 

1639 

6107 

6107 

25939 

22341 

1983-86 

13058 

11957 

5342 

3369 

1205 

1936 

7081 

7081 

28686 

24343 

1986-87 

16351 

12697 

5621 

3212 

1404 

2273 

8213 

8213 

31789 

26394 

1987-88 

18213 

13801 

5921 

3012 

1636 

2657 

9326 

9326 

35297 

28996 

1988-89 

20064 

13041 

6244 

2758 

1906 

3095 

11051 

11051 

39266 

31945 

1989-90 

22127 

16433 

6591 

2443 

2221 

3393 

12824 

12824 

43763 

35293 


Noter. (1) Actual data was available until 1986-87, data for subsaqueat yaars are based on the average growth between 1977 and 1986. 
(2) ‘Others’ include fuel oil, (potine, and aviation turbine fuel. 
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diesel and kerosene, in that order. Tbgether, 
they account for as much as about half of 
India’s oil consumption and for the bulk of 
the country’s imports of petroleum products 
(as distinct from crude oil). The consump¬ 
tion of high speed diesel (HSD) and kerosene 
has, therefore, been adjudged to be the crux 
of India’s oil problem. 12 

(In contrast, gasoline represents less than 
one-tenth (actually 6.6 per cent) of the oil 
consumption in 1990 (compared to 6.3 per 
cent a decade ago). So, the popular belief 
that gasoline-using vehicles of the 
affluent—cars, scooters, etc—are the major 
cause of the country’s oil problem, is 
niistaken. And, the government's attempts 
to tackle the oil crisis through measures to 
reduce gasoline consumption may be good 
populist politics, but they are totally 
misdirected as far as the reduction of oil im¬ 
ports is concerned. However, gasoline which 
in 1980 accounted for only 12 per cent of 
the oil used in the transport sector, had in¬ 
creased to 18 per cent in 1990. Thus, gasoline 
may be a small problem at present, but it 
is a rapidly growing problem which must 
therefore be addressed.) 

Diesel consumption is accounted for by 


trucks (42 per cent), irrigation oumpsats (30 
per cent), buses (17 per cent), railways (8 per 
cent), with ships and three-wheeler 
automobiles consuming the remaining 3 per 
cent (Figure 4). 

The large proportion of total diesel con¬ 
sumption due to trucks reflects the growth 
of freight movement by road. Indeed, in the 
past four decades, there has been a major 
shift away from rail towards roads in freight 
movement. In 1930-31, the railways ac¬ 
counted for 89 per cent of total freight move¬ 
ment. This fell to 71 per cent in 1960-61, to 
66 per cent in 1970-71, to 62 per cent in 
1980-81 and further to 46 per cent in 
1988-89. In 1988-89, road movement ac¬ 
counted for 34 per cent of the total freight 
movement of 303 billion-tonne-kilometres 13 
(Figure 5). 

But it should be noted that while 88 per 
cent of the total diesel utilised in India in 
1986-87 for freight haulage was accounted 
for by trucks in carrying S9 per cent of the 
total diesel-hauled freight, the railways in the 
same year accounted for only 12 per cent of 
the total diesel consumption to move 41 per 
cent of the total diesel-hauled freight (Figure 
6). This clearly reflects the relative energy- 


Table 13: Value of Savings of Petboleum 
Products as a Percentage of (1) Total 
Import Expenditure, (ii) Oil Imports 
and (iii) Current Account Deficit 
(1980-81 to 1989-90) 


Year Savings as Savings as Savings as 
Per Cent Per Cent Per Cent 
of India's of India’s of India’s 
Total Oil Current 

Imports Imports Account 

Deficit 


1980-81 

1.37 

3.28 

10.37 

1981-82 

2.42 

6.78 

11.95 

1982-83 

3.71 

13.05 

20.14 

1983-84 

4.42 

21.87’ 

31.36 

1984-83 

5.92 

30.79 

38.76 

1983-86 

6.63 

32.30 

23.67 

1986-87 

4.97 

46.94 

19.32 

1987-88 

3.81 

43.98 

23.72 

1988-89 

5.11 

45.08 

16.77 

1989-90 

7.04 

51.33 

29.14 

Average 

4.91 

24.15 

22.20 


Note. Report on Currency and Finance, (RBI 
Bombay, various issues) and Economic 
Survey (Government of India, New 
Delhi) various issues. 

inefficiency of road movement of freight. If 
in spite of this, road movement has over¬ 
taken rail in freight haulage, it is because 
diesel prices in India are kept lower than they 
should be 

lb elaborate, the following aspects of rail 
and road movement of freight need to be 
mentioned: 

(a) Considering the resource costs (as 
distinct from financial costs) of freight 
movement, trucks move goods more 
cheaply on short-distances up to a break¬ 
even distance, beyond which rail freight 
is more economical. 

(b) On the basis of diesel prices 30 per cent 
higher than the 1979-80 prices, the 
break-even distances are between 200 
and 400 kins (for example 193 kms for 
cement) depending on the commodity. 

(c) But the actual lead distances in freight 


Table 13: Actual Imports of Kerosene and High Speed Diesel (HSD) and Reduction 
in Consumption in Altered Scenario (1980-81 to 1989-90) 

(In thousand tonnes) 



Kerosene 

HSD 

Imports 

Reduction 
in Consn 

Imports 

Reduction 
in Consn 

1980-81 

2065 

501 

3219 

487 

1981-82 

1969 

720 

1838 

650 

1982-83 

1881 

972 

2582 

1190 

1983-84 

2030 

1261 

1806 

1775 

1984-85 

2611 

1592 

2573 

2410 

1985-86 

2568 

1972 

890 

3101 

1986-87 

1900 

2409 

750 

3855 

1987-88 

2181 

2910 

1329 

4412 

1988-89 

2747 

3486 

2448 

5023 

1989-90 

2596 

4149 

3048 

5693 


Note Source for imports is Statement 4.9, ‘Current Energy Scene in India', Centre for Monitoring 
the Indian Economy, October 1991. 


Table 14: Estimated Vauie of Petroleum Products that Could Have Been Saved between 1977-78 and 1989-90 




Diesel 



Kerosene 



LPG 


All 

Quantity 
(000 Tons) 

Price 

(S/Kg) 

Value Quantity 

(S Million) (000 Tons) 

Price 

(S/Kg) 

Value Quantity 

(S Million) (000 Tbns) 

Price 

(S/Kg) 

Value Quantity Value 

(S Million) (000 Ibns) (S Million) 

1977-78 

0 

111 

.000 

0 

.132 

.000 

0 

.116 

.000 

.000 

.000 

1978-79 

162 

.III 

17.942 

144 

.132 

19.021 

-62 

.116 

-7.217 

244.095 

29.753 

1979-80 

324 

.174 

56.453 

311 

.203 

63.184 

-131 

.142 

-18.698 

503.10! 

100.939 

1980-81 

487 

.243 

118.271 

501 

.282 

141.247 

-208 

.203 

-42.214 

779.706 

217.304 

1981-82 

550 

.295 

191.617 

720 

.348 

250.439 

-293 

.228 

-66.726 

1,077.014 

375.330 

1982-83 

1190 

.277 

330.164 

972 

.332 

322.661 

-387 

.209 

-80.713 

1,775.550 

572.112 

1983-84 

1775 

.245 

435.367 

1251 

.291 

366.697 

-490 

.237 

-115.978 

2,545.653 

685.087 

1984-85 

2410 

.244 

587,412 

1592 

.299 

475.535 

-605 

.220 

-132.941 

3497.66) 

930.006 

1985-86 

3101 

.234 

726.550 

1972 

.295 

562.129 

-730 

.194 

-142.045 

4,343.385 

1,146-634 

1986-87 

3955 

.137 

528.674 

2408 

.198 

476.069 

-669 

.142 

-123.123 

5494.751 

881.610 

1987-88 

4412 

.152 

714.967 

2910 

.193 

561.830 

-1021 

.123 

-125.741 

6400.313 

1,151.106 

1988-89 

5023 

.144 

720.983 

3486 

.179 

624.246 

-1188 

.117 

-139.378 

7.320.449 

1405.851 

1989-90 

6693 

.172 

979.649 

4149 

.218 

905.321 

-1372 

.121 

-165.622 

8,459.749 

1,719458 

Tbtal 

29082 


5,408.049 

20427 


4,768.340 

-7358 


-1,146039642,151.437 

9,0)5.969 


Note The source for prices is Annual Energy Review 1990, Table 71, p 137 (Energy Information Administration, USA). 
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movement by road are much larger (for 
example 776 kms for cement) than these 
break-even distances. 14 
The occurrence of lead distances far 
beyond break-even distances (based on 
resource costs) shows that the financial costs 
of freight movement by trucks (based on the 
administered 1984-85 price of diesel) are 
lower than the resource costs based on the 
cost of diesel to society. This implicit sub¬ 
sidy of truck freight via an administered 
price of dierel that is lower than its “resource 
price" has been the prime factor behind the 
continuous encroachment of road in total 
freight movement. 

There are other factors which have also 
contributed to the falling share of rail in 
freight haulage: low levels of investments in 
the railways directed towards the reduction 
of delays, the inconvenience of shipping 
goods by rail, the problem of pilferage in rail 
freight, etc 

While the costs of distillation of crude oil 
to yield various fractions should be more or 
less the same, the price of gasoline in India 
in the 1980s was on the average 2.28 times 
that of diesel (in comparison with an average 
122 times in industrialised countries), while 
the ratio of diesel: kerosene prices averaged 
only 1.62. 

Unfortunately, diesel prices cannot be 
raised towards the gasoline price because 
when there is a large disparity between diesel 
and kerosene prices, truck operators tend to 
mix diesel with kerosene and cause a 
kerosene shortage. Thus, diesel prices have 
to be kept not too much higher than those 
of kerosene. 

With regard to kerosene, in 1986-87, over 
two-thirds of the 142 million households in 
the country did not have electricity for 
lighting and depended entirely on kerosene 
for illumination. A third of the 6.6 million 
tonnes of kerosene consumed in India that 
year was used for lighting homes, while the 
rest was used for domestic cooking. 

It is the low-income urban and most rural 
households that depend on kerosene for 
lighting, and it is the middle-income 
households that depend upon on kerosene 
for cooking. Hence, raising the price of 
kerosene so that diesel prices too can be 
raised—in order that the financial costs of 
freight hauled by road reflect true resource 
coats—would affect these vulnerable sections 
adversely. Thus, increasing the price of 
kerosene is not an acceptable option from 
a political point of view unless kerosene can 
be made redundant as an iliuminant and as 
a cooking fuel. Herein lies an opportunity. 

An emphasis on electrification ot all 
Indian homes (which would improve the 
quality of life of India’s poor) and a shift 
away from kerosene to other cooking fuels, 
will make kerosene redundant, yield a situa¬ 
tion in which the prices of kerosene and 
diesel can be raised and facilitate a shift away 
from the energy-inefficient road haulage of 
freight. 


VII 

An Alternative Scenario for 
Petroleum Consumption in the 80s 

it is now possible to ask the question: if 
in the 80s, India had implemented a strategy 
to hold down growth of diesel and kerosene 
consumption, what effect would it have had 
on India's import'bill and how would it have 
influenced the build-up of India’s external 
debt in the decade? 

Four important shifts in strategy, all of 
which were actually recommended a decade 
ago, 15 are considered in this exploration of 
the savings in oil consumption that could 
have been realised between 1977-78 and 
1989-90. 

(I) A shift in long-haul freight movement 
from road to rail: The underlying parameter 


foT effecting this shift is the break-even point 
for rail and road freight traffic estimated 
with a diesel price that is SO per cent higher 
than in 1979 and assuming that SO per cent 
of I he haulage by trucks beyond the break¬ 
even point is shifted to rail. This par¬ 
ticular estimate was made by the National 
Transport Policy Committee of 1978. Since 
effecting such a shift would require substan¬ 
tial investment in the capacity of the railways 
to haul more traffic, it is assumed that a 
decision taken in 1977-78 would begin to be 
operational in a phased manner only in 
1982-83 (i e, five years later), with the switch¬ 
over completed in 1986-87. The resulting 
rail: road ratio of freight movement between 
1986-87 and 1989-90 turns out to be 72:28. 

(2) Electrification of unelectrified house¬ 
holds: A phased electrification of house¬ 
holds dependent on kerosene for lighting in 


Table 16: Fuel Consumption Norms. Load/Number (1986-87) and Growth Rates in 
Each Sector under Different Scenarios betwefn 1986-87 and 1999-2000 


Sector/End-llse 

Fuel Consumption 

Base Year 

Annual Growth Rates 

(for Each 

Norm 

Load/Number 

(Per Cent) 1986-87- 

-1999-2000 

Distillate) 

(Litres/Unit) 

(1986-87) 

Scena- 

Scena- 

Scena- 




no A 

rio B 

rio C 

1 Diesel 






1 Road Transport: 
—Trucks (freight)* 

0.03429 l/tkin 

210.000 btkm 

13.54 

10.69 

4.54 

—Buses (passenger) 
2 Rail Transport 

0.00689 I/pkm 

639.583 bpkm 

6.48 

6.80 

6.80 

—Freight* 

0.00689 l/tkm 

147.246 btkm 

4.54 

5.83 

10.49 

—Passenger 

0.00402 l/pkm 

123.926 bpkm 

3.78 

1.61 

1.61 

3 Water Transport 

4 Agriculture 



6.95 

2.00 

2.00 

—Tractors 

—Irrigation 

3025 l/tract/'ycar 

647.6 thousands 

6.61 

6.50 

6.50 

pumpsets* 

882.85 l/ips/year 

3927.8 thousands 

1.87 

1.87 

-1420 

—Others 

II Gasoline 



2.00 

.50 

.50 

1 Road Transport 
—Vehicles (all) 

0 01383 l/pkm 

253 316 bpkm 

11.16 

11.85 

11.85 

III Fuel Oil 






1 Industry 

3.4824 l/’OOO 

Rs value added 


7.00 

7.75 

7.75 

2 Water transport 

IV ATF 



8 45 

2.00 

2.00 

—Aircraft (all) 

0.05653 l/pkm 

15.072 bpkm 

6.21 

8.82 

8.82 

V Kerosene 






1 Cooking* 

240.0 l/house/yr 

17.750m houses 

8.76 

9.55 

- 2.17 

2 Lighting* 

26.4 l/house/yr 

101.428m houses 

- 1.59 

- 1.75 

-12.07 

(Household 

electrification) 

VI LPG 



8.03 


9.58 

1 Cooking* 

212.307 l/conn/yr 

12.235 mn 
• connections 

6.64 

10.36 

15.94 


Notes: I Fuel consumption norms are the same as those in Tkble II. 

2 Load/number of end-uses from “Sectoral Energy Demand Analysis”, Planning Com¬ 
mission, Government of India, 1990. 

3 Sectors where changes have been made in growth of load/number in Scenario C are 
marked (•). 

4 Growth rates are compound annual rates of growth of loads/number in each sector/end- 
use. Exceptions: water transport (diesel and fuel oil), others in agriculture and fuel 
oil in industry where growth rates refer to total consumption. 

5 In the rail transport sector, diesel traction accounts for 66 per cent of freight haulage 
and 48 per cent of passenger movement in the base-year (1986-87). However, in the 
terminal year (1999-2000), the corresponding proportions are estimated to be 56 per 
cent and 50 per cent, respectively. ( Source: “lbwards a Perspective on Energy Demand 
and Supply in India in the year 2004-05”. Advisory Board on Energy, Government of 
India, May 1985. 
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Figure 9; Rational Strategy for Improving Balance of Paymbnts (BOP) 



Present Situation Desired Situation 

S mn BOP Improvement 
I DM = Imports Decreasing Measure 
EIM * Exports Increasing Measure 


1977-78, is assumed to begin in 1978-79. 
These households along with the annual ad¬ 
dition to the nifinber of households are elec¬ 
trified so that by 1989-90 only 10 per cent 
of the households still depend entirely on 
kerosene for lighting. This would have meant 
a 17.34 per cent annual growth rate of elec¬ 
trification of homes as against the actual 
growth rate of 8.22 per cent a year between 
1977-78 and 1986-87. 

(3) A shift in cooking fuel from kerosene 
to liquified petroleum gas (LPG): This shift 
is assumed to begin in the first year itself. 
The compound annual rate of growth of the 
number of households using kerosene for 
cooking is lowered from the actual rate of 
8.76 per cent (1977-78 to 1986-87) to the rate 
of growth of the household population (2.23 
per cent a year). This results in only 7-21 per 
cent of households using kerosene for cook¬ 
ing from 1986-87 onwards (as compared with 
the actual percentage of 12.58 per cent in 
1986-87). This will result in 14.04 per cent 
of the households using LPG from 1986-87 
onwards, compared to the actual percentage 
of 8.67 per cent in 1986417. 

(4) Replacement of diesel pumpeets with 
electric pumpseu: Pumpeets run on diesel 
in 1977-78 are replaced with electric pump- 
sets so that by 1989-90 only 40 per cent of 
the 4J9 million pumpaets which were actual¬ 
ly operated with diesel that year remained 
unenergised. 

The fuel consumption norms and the ac¬ 
tual and altered load or number of con¬ 


sumers in each sector are set out ip Table II. 

It should be noted that the four suggested 
measures which only involve modal shifts 
and energy-carrier substitution measures, are 
not the only ones that could reduce oil con¬ 
sumption. Possibilities also exist of im¬ 
provements in fuel consumption norms. 
And, both carrier substitution measures and 
improvements in efficiency are possible in 
some sub-sectors such as inter-city passenger 
transport (bus vs rail passenger traffic) and 
urban transport (bus vs personalised 
transport). But, these other measures, which 
would reduce oil consumption even more, 
have not been incorporated in this prima 
facie study of the relationship between 
reduced oil consumption and balance of 
payments and debt. 

Thbte 12 gives a comparison of the actual 
and altered consumption, between 1977-78 
and 1989-90, of diesel, kerosene and LPG. 
Figure 7 gives a graphic comparison of 
actual diesel and kerosene consumption with 
the reduced consumption that could have 
been achieved. Thble 13 compares the savings 
in consumption of kerosene and diesel with 
the actual imports of the two products bet¬ 
ween 1980411 and 1989-90. Thble 14 details 
the rftt value of petroleum products that 
could have been saved between 1977-78 and 
1989-90. The value of these savings has been 
estimated using the annual United States 
wholesale prices which are ex-taxes and can 
be considered indicative of international 
prices. 14 Thble 13 provides the annual sav¬ 


ings as a percentage of all imports and oil 
imports in each year from 1977-78 onwards 
and as a percentage of the current account 
deficit in the same period. 

There are several striking aspects of Ihbies 
12-13 which need to be highlighted. 

(!) If the four measures had been im¬ 
plemented, total oil consumption bet¬ 
ween 1980-81 and 1989-90 would have 
been 245.33 million tonnes as against the 
actual 286.76 million tonnes, yielding a 
potential saving of 41.41 million tonnes 
or 14.44 per cent. Diesel consumption 
need have been only 121.06 million ton¬ 
nes as against the actual 149.66 million 
tonnes (a saving of 28.60 million tonnes 
or 19.1 per cent) and kerosene consump¬ 
tion need have been 32.93 million ton¬ 
nes as against the actual 52.91 million 
tonnes (a saving of 19.98 million tonnes 
or 37.8 per cent). 

(2) The realisable savings in diesel and 
kerosene consumption build up to a level 
in 1989-90 'where diesel consumption 
could have been 25 per cent less than it 
actually was that year. The reduction 
possible in kerosene consumption is even 
larger, viz, 63 perjcent. The effect of a 
shift in the cooking- medium—from 
kerosene to LPG—is that LPG con¬ 
sumption would of course have been 62 
per cent higher than the actual. 

(3) In value terms, the net value of the sav¬ 
ings that was possible between 1980-81 
and 1989-90 is as much as S 8.885 billion. 
The value of these savings increases from 
$ 217 million in 1980-81 to S 1.719 billion 
in 1989-90. 

(4) Compared to the quantities of kerosene 
and diesel imported by India between 
1980-81 and 1989-90, the reduction in 
consumption that was possible is of such 
a large magnitude that from 1985-86 on¬ 
wards, India need not have imported any 
diesel. And from the 1986-87, imports 
of kerosene could have been done away 
with altogether. 

(5) The savings build up to a level in 1989-90 
where they are equivalent to 51 per cent 
of what India actually spent on import 
of crude oil and petroleum products thaf 
year. As a’ proportion of all import 
expenditure these savings are equivalent 
to 7 per cent of imports in 1989-90. 

(6) The value of these savings between 
1980-81 and 1989-90 is equivalent to 22 

Table 17: Total Consumption or Petroleum 
Products in Scenario a. b and C 
between 1990-91 and 1999-2000 


(in million tonnes) 


Product 

Scena¬ 
rio A 

Scene- 
, rioN 

Scena¬ 
rio C 

Diesel 

355.578 

314.427 

265.449 

Kerosene 

92.690 

97.063 

54.657 

Fuel oil 

89.971 

92.495 

92.495 

Gasoline 

62.220 

70.818 

70.818 

LPG 

24.670 

34.983 

53.637 

ATF 

11.693 

14.579 

14.579 

Total 

636.822 

624.365 

551.635 
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per cent of India 1 ! currant account deficit 
in the same period. That it, India's cur- 
rent account deficit la the 1980* could 
haw been, on the average; 22 per cent 
smaller. When the value of these ravings 
are considered in the balance of pay¬ 
ments identity, it is clear that a reduc¬ 
tion in the value of oil imports between 
1980-81 and 1989-90 by $ 1.883 MtUon 
would have necessitated that much less 
of external borrowints in thoee yean. 

As mentioned in Section Ill , in an ex-post 
scenario, a lower level of imports in one year 
would influence not only the level of inflows 
it) the capital account in that year—to cover 
the current account deficit—but also the 
gross value of various types of capital 
inflows in the subsequent years. Hence, using 
annual average prices of petroleum products, 
the approximate estimate of S 8.883 billion 
as borrowings that India could have avoid¬ 
ed between 1980-81 and 1989-90 is actually 
a lower bound. India's external debt rose 
from S 17.433 billion in March 1980 to 
S 39.749 billion in March 1990—an increase 
of S 42.296 billion—the import savings of 
S 8.883 billion suggest that around 21 per 
cent of the growth in India’s debt between 
1980-81 and 1989-90 could have been 
avoided. 

VIII 

Bugineea-as-UsuaJ Projections 

and Alternative Scenarios for 
1999-2000 

If recent trends in oil consumption 
continue, the pressure on India’s balance of 
payments will remain severe and even 
worsen. As stated in Section II, the consump¬ 
tion of diesel has been growing at a rate that 
is above that of all refined products and the 
gap between the two widened in the second 
half of the 80s. Further, no discoveries of 
new exploitable large reserves have been 
made and production from currently used 
wells may decline. These triple pressures will 
continue to keep imports of crude and refin¬ 
ed petroleum products the largest single item 
in India’s import bill. 

A comparison of three estimates of oil 
consumption in the year 2000 will indicate 
how much saving in consumption is possible 
in the years between now and 1999-2000. 
And from these potential savings, the likely 
beneficial impact on the balance of pay¬ 
ments can be estimated. 

Scenario A—a business-as-usual 
projection—assumes that the current growth 
rates of load/number of users in each 
oil-consuming sector between 1980-81 and 
1986-87 will continue until the year 
1999-2000. The year 1986-87 has been 
adopted as the benchmark as it is the base 
year of the Planning Commission's draft 
September 1990 study "Sectoral Energy 
Demand Analysis". 17 

Based on fuel consumption norms of 
petroleum products—which are assumed to 


remain unchanged—oil consumption in each 
end-using sector between 1990-91 and 
1999-2000 has been estimated in Scenario A. 
The only exception is diesel consumption by 
irrigation pumpscu where, because of a 
fixed groundwater potential, the total 
number of irrigation pumpsets cannot grow 
beyond a ceiling of 20 million and the 
number of irrigation pumpsets run on diesel 
is not expected to cross 3 millian. 11 

Scenario B reflects projected consu m ptio n 
between 1990-91 and 1999-2000, according 
to the Base Case of the Planning Commis¬ 
sion’s 1990 study. 1 * The Planning Commis¬ 
sion’s projections, besides taking into ac¬ 
count macro-economic variables like the 
growth of GDP and population, also include 
the four efficiency improvement and carrier 
substitution measures considered in 
Section V. These measures consist of a small 
shift from road to rail in (bright movement, 
a higher rale of efcctrifkatioo of homes. 


greater use of LPG in homes and substitu¬ 
tion of diesel pumpsets by electricity-driven 
pumpsets. However, the magnitude of each 
of the shifts corresponds to a timid qiovein 
the direction suggested a decade ago. Based 
on the projected consumption in the year 
1999-2000 (as well as that in the year 
1994-93, wherever available), the compound 
annual rates of growth of consumption in 
each sector have been derived and from them 
the sector-wise consumption in the yean bet¬ 
ween 1990-91 and 1999-2000. In this connec¬ 
tion, it should be noted that the Planning 
Commission’s projections of gasoline con¬ 
sumption are based on an acceleration in the 
growth rate of the automobile population. 

Scenario C, following closely the recom¬ 
mendations of previous studies, 1 * is a 
bolder version of Scenario B insofar as it 
takes modal shifts and carrier substitution 
measures very much further than that 
visualised by the Planning Commission. It 


Take 18: Differences in Total Consumption (1990-91 to 1999-2000) between 
Scenarios A, B and C 

(In S million ami 1990 prices) 


Product Price Savings in Scenario B Savings in Scenario C Savings in Scenario C 
(S/Kg) vis-a-vis Scenario A vis-a-vis Scenario A vts '-a-vis Scenario B 

(Million T) (S Million) (Million T) (S Million) (Million T) (S Million) 


Diesel 

.211 

41.151 

8,666.841 

90.129 

18,982.046 

48.978 

10,315.205 

Kerosene 

.274 

-4.373 

-1,196.545 

38.033 

10,403.817 

42.407 

11,602.361 

Fuel oil 

.235 

-2.524 

-593.621 

-2.524 

-593.621 

.000 

.000 

Gasoline 

.280 

-8.598 

-2.509.708 

-8.598 

-2.409.708 

.000 

.000 

LPG 

.189 

-10.313 

-1,945.195 

-28.967 

-5,463.863 

-18.554 

-3,518.658 

ATF 

.252 

-2.883 

-727.457 

-2.886 

-727.457 

.000 

.000 


Notes-. (1) The prices used are 1990 US wholesale prices. {Source, as in Ihble 14). 

(2) Prices per kg have been obtained by using appropriate specific gravities to convert 
prices given on a per litre basis. 

(3) 1990-91 exchange rate: Rs 17.943 - US S. 


Table 19: Total Consumption of Petroleum Products in Scenarios A, B andC in 1999-2000 

tin million tonnes) 


Product 


1986-87 

Consumption 

Scenario A 

Scenario B 

Scenario C 

Diesel 


16.294 

51.979 

42.963 

28201 

Kerosene 


5.621 

12.049 

13.016 

3.002 

Fuel oil 


4927 

12.017 

12.318 

12.318 

Gasoline 


2.595 

9.540 

11.134 

11.134 

LPG 


1.404 

3.239 

6.273 

9.600 

ATF 


0.690 

1.511 

2.071 

2.071 

Total 


31.531 

90.336 

87.778 

66.327 


Table 20: Differences in Consumption in 1999-2000 between 




Scenarios A, B and C 







(in $ million and 1990 prices) 

Product 

Price 

Savings in Scenario B 

Savings in Scenario C Savings in Scenario C 


(S/Kg) 

vis-a-vis Scenario A 

vis-a-vis Scenario A .vis-a-vis Scenario B 



(Million T) (S Million) (Million T) ($ Million) (Million T) (S MiUion) 

Diesel 

.211 

9.014 1,898.461 

23.778 

5,007.985 14.764 

3,109.523 

Kerosene 

,274 

-0.967 - 264.667 

9.047 

2.475.327 10.015 

2,739.994 

Fuel oil 

.235 

-0.301 -70.770 

-0.301 

-70.770 .000 

.000 

Gasoline 

.280 

—1.594 -446.888 

-1.594 

-446.888 .000 

.000 

LPG 

.189 

-3.034 - 572.218 

-6.351 

-1,199.914 -3.328 

- 627.696 

ATF 

.252 

-0.560 -141.121 

-0.560 

-141.121 .000 

.000 


Note. The prices used Rre 1990 US wholesale prices. (Source, as in Ihble 14). 1990-91 exchange 
rate. Rs 17.943 - US S. 
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incorporates the impact of the same four sets 
I of measures considered in estimating the 
! savings that co-;ld have been effected bet- 
: ween 1977-78 and 1989-90 (cf Section V). 
' These are: 

;■ (I) A shift of long-haul freight movement 

; from road to rail: Based on the break-even 
distances estimated by the National 
t Transport Policy Committee of 1980, this 
: shift will result in a raihroad freight haulage 
; of 72:28 in 1999-2000 beginning in 1995-96. 

(2) Electrification of unelectrified 
households: Households using kerosene for 

1 lighting will constitute only 10 per cent of 
all households in 1999-2000— due to a higher 
annual rate of electrification o f 9.S8 per cent 
■ compared to 8.30 per cent in 1986-87. 

(3) A shift in cooking fuel from kerosene 
to liquified petroleum gas (LPG): As against 
over 12 per cent of households which used 
kerosene in 1986-87, only 7 per cent will do 
so in 1999-2000. This will have a correspon¬ 
ding effect on t he growth of L PG consump¬ 
tion. While in Scenarios A and B the number 
of total domestic plus commercial connec¬ 
tions in the year 1999-2000 will be 28.22 and 
44.05 million respectively, there will be 83.64 
million such connections in Scenario C. 

(4) Replacement of diesel pumpsets with 
electric pumpsets: Diesel consumption by 
irrigation pumpsets will be nil in the ter¬ 
minal year with a corresponding effect on 
the rate at which the existing and future 
pumpsets are replaced with electric 
pumpsets. 

As in the case of the alternative scenario 
for the 80s, the alternative scenarios for the 
90s have not taken into account the addi¬ 
tional improvements in the consumption 
norms and other modal shifts that are possi¬ 
ble. e g, road to rail beyond break-even 
Aiitancm in passenger transport, personal to 
mass transport in urban transport, etc Here 
too, the aim has been to develop a prima 
facie case for the debt-energy nexus, and not 
to quantify all the desirable possibilities. 
Further, to facilitate comparison with the 
Planning Commission Scenario B, the ac¬ 
celeration in the growth of consumption of 
gasoline as projected in Scenario B has not 
been changed. In other words. Scenario C 
only changes the projections of Scenario B 
to the extent of implementing the above four 
predominantly diesel- and kerosene-related 
measures. 

Ihbie 16 details, for each scenario, the fuel 
consumption norms, rates of growth of 
loads/number of users in each oil-consuming 
sector. Thble 17 and Figure 8 set out the ag¬ 
gregate consumption of each petroleum 
poduct between 1990-91 and 1999-2000 in 
Scenarios A, B and C. Ihbie 18 gives the 
total value of savings, at 1990 prices, under 
Scenarios B and 'C with respect to Scenario 
A as well as in Scenario C over Scenario B 
in the year 1999-2000. Thbles 19 and 20 give 
similar information as Ihbles 17 and 18 
respectively but refer to consumption and 
the value of savings in the year 1999-2000 
only. 


There are several striking aspects of the 
savings in petroleum consumption possible 
in Scenario C: 

(1) In quantity terms, Scenario C results in 
total oil consumption between 1990-91 
and 1999-2000 that is 11.7 per cent less 
than in Scenario B and 13.4 per cent less 
than in Scenario A. The differences are 
largest in the case of diesel and kerosene. 
Scenario C will result in diesel consump¬ 
tion of 265.45 million tonnes as against 
314.43 million tonnes in Scenario B (a 
saving of 15.6 per cent). Kerosene con¬ 
sumption will be 54.66 million tonnes in 
Scenario C as against 97.06 million ton¬ 
nes in Scenario B (a saving of 43.7 
per cent). 

(2) In 1999-2000—by which time the four 
sets of phased shifts would have been 
implemented—total oil consumption in 
Scenario C, in quantity terms, will be 

24.5 per cent less than in Scenario B and 

26.6 per cent less than in Scenario A. 

(3) The Planning Commission’s projection— 
Scenario B—yields a net saving of oil 
consumption between 1990-91 and 
1999-2000 valued at $ 1.794 billion (at 
1990 prices) as against the business-as- 
usual projection of Scenario A. But this 
saving is trivial compared to the benefits 
likely from implementing the measures 
to the extent visualised in Scenario C. 
The latter when compared to Scenario 
A will yield benefits of $ 20.194 billion 
between 1990-91 and 1999-2000. This 
incidentally is more than double the 
$ 8.885 billion of savings in oil consump¬ 
tion that could have been realised bet¬ 
ween 1980-81 and 1989-90. 20 

(4) The net value of savings in Scenario C 
in 1999-2000 over the business-as-usual 
projection is S 5.624 billion. This is more 
than thrice the $ 1.719 billion of savings 
that could have been realised in 1989-90. 
This is to be expected since, in the case 
of diesel for example, though the same 
proportion of total freight is to be moved 
by rail (72 per cent) in 1999-2000 as sug¬ 
gested for 1989-90, this proportion will 
be of a larger total freight movement and 
hence yield larger savings. 

(5) As a result of households shifting from 
kerosene to LPG for cooking at an ac¬ 
celerated rate, consumption of the lat¬ 
ter is naturally much higher in Scenarios 
B and C. LPG consumption in Scenario 
C is more than twice that in Scenario A. 

(6) As the Planning Commission has 
visualised an accelerated growth in the 
automobile population, gasoline con¬ 
sumption will be significantly above that 
based on trends in 1980-87. 

On the whole what these large potential 
savings do indicate is that the pressure 
caused by India’s oil imports on its balance 
of payments can be removed if measures 
promoting efficiency the use of petroleum 
are initiated right away. 


IX 

Non-Oil Energy Imports 

Oil imports constitute the largest single 
group in India’s import expenditures but 
they arc not the only kind of energy imports. 
The question is: what items should be in¬ 
cluded under the category of non-oil energy 
imports? It would not be proper to stretch 
the definition of “other energy imports” to 
include energy end-use equipment such as 
boilers, furnaces, heating and cooling equip¬ 
ment, pumps, etc, because, in the ultimate 
analysis all equipment uses energy. The 
category of “other energy imports" can 
therefore be restricted to 

(1) non-oil energy sources such as coal and 
natural gas, and 

(2) equipment for the supply of energy car¬ 
riers such as electricity, i e, equipment 
for the generation, transmission and 
distribution of power. 

Though India’s import statistics are not 
of a kind that permit an unambiguous 
classification of energy and non-energy im¬ 
ports, a tentative estimate of these non-oil 
energy imports between 1980-81 and 1985-86 
shows that they are of the same order as oil 
imports (Ihbie 21). Thus, total energy im¬ 
ports (oil plus non-oil taken together) are 
roughly half the import bill. 

Further, just as there are possibilities for 
the reduction of oil imports, there are also 
opportunities for reducing imports of energy 
sources and equipment for the generation of 
electricity. These opportunities arise through 
greater efficiency in the use of electricity. 

An estimate of the savings that are possi¬ 
ble has been made recently 21 —a cumulative 
saving of 21 per cent is possible on a pro¬ 
jected total energy requirement of 593 
Twh/year in the year 1999-2000. This 
estimate has been arrived at by adding the 


Tabi t 21: Oil and Non-Oil Energy Imports 


Year 

Percentage 

Percen- 

Percen- 


Share 

tage 

tage 


of Oil 

Share 

Share 


Imports 

of Other 

of Total 


in Total 

Energy 

Energy 


Imports 

Imports 

Imports 



in Total 

in Total 



Imports 

Imports 

1980-81 

42 

16 

58 

1981-82 

37 

15 

52 

1982-83 

30 

24 

54 

1983-84 

20 

25 

45 

1984-85 

21 

28 

49 

1985-86 

22 

23 

45 


Sources: (1) Col (2) from Thble 5. 

(2) Col (3): (a) Non-oil energy sources 
such as coal and (b) equipment for 
the supply of energy carriers, i e, 
equipment for generation, trans¬ 
mission and distribution of elec¬ 
tricity, Monthly Statistics cf the 
Foreign Trade of India (New 
Delhi: Ministry of Commerce) 
various issues. 
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savings that are possible through 27 
measures each of which was estimated to 
cost less than the marginal generation cost. 
The cumulative saving of 124 IWh cor¬ 
responds to a saving in peak generating 
capacity of 22.745 GW out of an estimated 
requirement of 112 GW. 

Using a 1991 norm of S 1.3 million 
Rs 2.3 crore @ Rs 18/S) to generate one 
MW, the saving (in value terms) on power 
generation equipment is about S 30 billion. 
If this is the total cost of power projects, and 
15 per cent of this is by way of duties and 
taxes payable in India, the net cost is $ 25 
billion. The external aid to power projects 
in India provides a maximum of 80 per cent 
of the investment cost. If all these power pro¬ 
jects are provided the maximum permissible 
amount, then (he foreign aid that need not 
be raised is S 20 billion. In actual fact, 
external aid covers a smaller fraction of the 
investment cost in the power sector. External 
aid totalling $ 4 328 billion has been approv¬ 
ed for schemes that are to create 7,060 MW 
ol generating capacity in the Eighth Plan 
(1992-93 to 1996-97). This will meet 73.75 
per cent of the investment cost of these 7060 
MW. 22 The plans are for creation of a total 
of 35,470 MW of generating capacity bet¬ 
ween 1992-93 and 1996-97 22 Hence, a lower 
bound of external aid as a proportion of 
total investment in the power sector is 14.7 
per cent. (Since the proposed addition of 
35,470 MW of capacity includes pojects 
which are not yet finalised, it is possible that 
some of these will receive external aid.) 

Therefore a reduction in the peak 
generating capacity requirement by 22.745 
GW will mean that external aid to the tune 
of S 3.675 billion need not be raised in the 
Eighth Plan period. 

X 

Conclusion 

The discussion on power projects has 
shown that greater efficiency in the use of 
electricity can reduce non-oil energy imports 
in the form of generating equipment to the 
extent of about 20 per cent. 

Even greater reductions, however, are 
possible with oil imports. Unfortunately, 
government strategy on the consumption of 
this commodity which forms the largest 
single item of import expenditure, has been 
singularly lopsided. A more realistic strategy 
on oil based on greater efficiency in the use 
of oil through four shifts—-of long-haul 
freight from road to rail, of lighting from 
kerosene to electricity, of cooking from 
kerosene to LPG and of pumping from 
diesel pumpsets to electric pumpsets—would 
have left the economy in a less vulnerable 
position today. By ignoring the efficiency 
with which oil is put to use, India has 
frittered away its advantage of discovering 
the substantial reserves at Bombay High. 

Appropriate policies on consumption of 
jusl two petroleum products would have 
yielded substantial savings which, by keep¬ 
ing India's import bill down, could have 
avoided the tripling of India’s external debt 


in the 80s. These savings on the oil import 
bill in the 80s could have reduced the growth 
of India's external debt by over 20 per cent 
in the past decade. 

It has been shown that such savings need 
not have been part of any ad hoc or across- 
the-board curbs on imports. Indeed an 
increase in the prices of diesel and kerosene 
accompanied by energy strategies which pay 
greater attention to meeting the basic needs 
of India’s poor would also have dramatically 
improved the quality of life of the low- and 
middle-income households which continue 
to use kerosene for lighting and cooking. 
Thus, the alternative strategy for the use of 
oil is consistent with a thrust towards needs- 
oriented development. 

The savings that were possible in the 1980s 
and that can be achieved by the year 2000 
do require substantial investments in many 
sectors. lb elfcu a shift from road to rail 
movement of fieight, the handling capacity 
of the railways has to be expanded con¬ 
siderably so that transport bottlenecks are 
avoided, lb accelerate electrification of rural 
and urban households, power generating 
capacity of both the centralised and decen¬ 
tralised varieties has to be established and 
distribution systems set up. And to expand 
supplies of LP(i so that it will replace 
kerosene as the cooking fuel, investment has 
to be made to harness the natural gas that 
is now being llaied in substantia! quantities. 

All these do icqune large investments thai 
also have an import content However, to 
take a decision on whether or not the poten 
tial savings in ml consumption are worth¬ 
while, the costs ol these investments have to 
be estimated and weighted against the 
benefits 

Indeed, it is ctucial to develop a least-cost 
strategy to avoid further external borrowings 
on a large scale. In such a strategy, all possi¬ 
ble export-increasing and import-reduction 
measures would be ranked according to in¬ 
creasing investments required to increase 
exports or decrease imports by some conve¬ 
nient unit (say, $ 100 million). Then, the 
measures should be included serially in a 
package according to increasing unit cost 
until the desired contraction in the trade 
deficit and therefore of the current account 
deficit are achieved (Figure 9). If the 
export/irnport measures in such a package 
are deployed simultaneously, then a reduc¬ 
tion in the trade deficit can be achieved with 
the least investment. This will naturally 
reduce the need to borrow funds abroad to 
cover the current account deficit. Without 
such a rational approach, the Government 
cannot avoid being ad hoc and arbitrary. 

[The authors would like to thank A1 Binger of 
the Rockefeller Foundation for having sug¬ 
gested to one of them (AKNR) the importance 
of unravelling the energy-debt relationship 
thereby stimulating this study. They would also 
like to (hank Michael Gavin of Columbia 
University for sending daia on ihe prices of 
petroleum products and V Balasubramaman 
for enlightening us on the relationship between 
power projects and external assistance, finally, 
they would like to lhank the Saturday Club in 


New Dchi for feedback after a presentation of 

the first draft of this paper on February 15, 
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BANQUE NATIONALE DE PARIS 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


(In thousands of Indian Rupees) 


BALANCE SHEET AS AT MARCH 31, 1992 


NOTES 

1992 

1991 

CAPITAL AND 
LIABILITIES 

Capital 

2 

10,000 

10,000 

Reserves arid surplus 

3 

165,865 

103,549 

Deposits 

4 

2,530,524 

1,488,537 

Borrowings 

Other liabilities anil 

5 

182,951 

347,009 

provisions 

6 

387,021 

298,670 



3,276,361 

2,247,765 

ASSETS 

Cash and balances with 




Reserve Bank of India 
Balances with banks 

7 

467,303 

175,456 

and money at call and 
short notice 

8 

37,719 

339,105 

Investments 

1 & 9 

872,713 

606,898 

Advances 

1 & 10 

1,599,588 

906,365 

Fixed assets 

1 & II 

31,125 

17,885 

Othc r assets 

12 

267,913 

202,056 



3,276,361 

2.247,765 

Contingent liabilities 

! 

11 

8,423,759 

3,109,893 

Bills for collection 


484,338 

357,058 


The accompanying notes are an integral part of this statement. 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1992 


NOTES 

1992 

1991 

INCOME 




Interest earned 

14 

491,615 

406,492 

Other income 

15 

100,168 

45,920 



591,783 

452,412 

EXPENDITURE 




Interest expended 

16 

266,708 

248,602 

Operating expenses 

17 

147,889 

98,361 

Provisions and 




contingencies 


83,551 

96,173 



498,148 

433,136 

PROFIT 




Net profit for the year 

1 

93.635 

19,276 

Profit brought forward 


86,458 

72,272 



180,093 

91,548 

APPROPRIATIONS 




Transfer to statutory 




reserve 


18,727 

3,856 

Transfer to general 




revenue reserve 


44.600 

- 

Remitted to Head Office 


31,319 

1,234 

BalAice carried over to 




balance sheet 


85,447 

86,458 



180,093 

91,548 


The accompanying notes are an integral part of this statement. 


Arthur Andersen & Associates 
Chartered Accountants 
Sd/- 

Vijay Sahnt 
Partner 


Banque Nationale de Paris 
Sd/- 

J C Tremosa 
Chief Executive and 
Country Manager 


Bombay 
June 29. 1992 
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BNP 


BANQUE NATIONALE DE PARIS 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 



NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1992 
(In thousands of Indian Rupees) 


1. Summary of Significant Accounting Policies 

(a) General 

The accompanying financial statements arc prepared under 
the historical cost convention on the accrual basis of 
accounting and conform to statutory provisions and prac¬ 
tices prevailing within the banking industry in the country. 

(b) Transactions involving foreign exchange 

(i) Monetary assets and liabilities have been translated 
at the exchange rates notified by the Foreign Exchange 
Dealers Association of India at the close of the year. 

(ii) income and expenditure items have been translated 
at the exchange rates prevailing on the date of the 
transaction. 

(iii) Contingent liabilities on account of outstanding 
foreign exchange contracts have been accounted at 
contracted rates. 

(c) Investments 

(i) Investments in Government and other approved 
securities and bonds intended to be held to maturity, 
are valued at the lower of cost or redemption price. 

(ii) All other investments have been valued at.the lower 
of cost or market value. In the absence of market 
quotations, investments continue to be recorded at 
book value 

(d) Advances 

Provisions for doubtful advances are made based on 
periodic appraisals by management of the portfolio which 
are to the satisfaction of the auditors. Advances in the 
balance sheet are stated after deduction of provisions. 

(e) Fixed assets 

(i) Fixed assets are stated at cost less depreciation. 

(ii) Depreciation has been provided on the diminishing 

balance method at the following rates per annum: 
Premises 10% 

Other assets 10% - 25% 

(0 Staff benefits 

The Indian Branches have created separate recognised funds 
for pension and gratuity benefits to employees. Provision 
for pension and gratuity benefits to employees have been 
made on an accrual basis based on actuarial valuation. 

(g) Net profit 

The net profit disclosed in the profit and loss account is 
after: 

(i) Provisions for taxes on income in accordance with 
statutory requirements 

(ii) Provision for doubtful advances 

(iii) Adjustments to the value of current investments. 


2. Capital 
Capital 

Deposit kept with the 
Reserve Bank of India 
under Section 11(2) of 
the Banking Regula¬ 
tion Act, 1949 

3. Reserves and 
Surplus 

Statutory reserve 
Opening balance 
Additions during the 
year 

Ending balance 

General revenue reserve 
Opening balance 
Additions during the 
year 

Ending balance 

Balance in profit and 
loss account 


4. Deposits 
In India 

Demand deposits 
From banks 
From others 
Savings bank deposits 
Term deposits 
From banks 
From others 


5. Borrowings 
In India 

Reserve Bank of India 
From banks 
From institutions 
and agencies 
Outside India 


Secured borrowings 
included above 


103,549 


4,567 

694,923 

154,304 


5,465 

468,214 

127,667 


1,676,730 867,191 


2,530,524 1,488,537 
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BANQUE NATIONALE DE PARIS 


(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


f NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31, 1992 

l ___(In thousands of Indian Rupees) 



1992 

1991 


1992 

1991 

6. Other Liabilities 



(b) Secured by tangible assets 

431,059 

491,923 

and Provisions 



Covered by bank/ 

Bills payable 

103,496 

91,394 

Government guarantees 

341,187 

214,071 

Inter-office adjustments (net) 
Interest accrued 

Others (including provisions) 

30,755 

55,422 

197,348 

38,387 

46,531 

122,358 

Unsecured 

827,342 

200,371 


1,599,588 

906,365 

(c) Advances in India 









387,021 

298,670 

Priority sectors 

118,210 

124,511 


-- 

— 

Public sectors 

— 

— 

7. Cash and Balances with 



Banks 

718 

169 

Reserve Bank of India 



Others 

1,480,660 

781,685 

Cash in hand (including 
foreign currency notes) 

Balances with Reserve 

7,281 

8,135 


1,599,588 

906,365 

Advances outside India 


- 

Bank of India 

In current account 

460,022 

167.321 

11. Fixed Asset* 

1,599,588 

906,365 




-- 

— 

Premises 




467,303 

175,456 

At cost: 



8. Balances with 


- - 

Beginning of year 

7,17! 

7,171 



Additions during the year 

_ 


Banks and Money at 

Cali and Short Notice 

In India 

Balances with banks 



Deductions during the year 

- 

- 



End of year 

7,171 

7,171 



Less: Depreciation to date 

(1.429) 

(1.366) 

In current accounts 

3,725 

1,120 


5,742 

5,805 

| Money at call and 

Other lixed assets 



short notice 



At book value: 



With other institutions 

_ 

300 000 

Beginning of year 

36,041 

31,373 


- - 


Additions during the year 

18,31) 

4,668 


3,725 

301,120 

Deductions during the year 

(826) 

- | 

Outside India 



End of year 

53,526 

*36,041 

In current accounts 

33,994 

37,985 

Less: Depreciation to date 

(28,143) 

(23,961) 


37,719 

339,105 


25,383 

12,080 


Net book value 

31,125 

17,885 




9. Investments 



Premises include cost of shares in 



In India 



housing companies of Rs 5,064 



Government securities 

845,396 

526,714 

(1991: Rs 5,064) on which no 



Other approved securities 

25,176 

78,7% 

depreciation has been provided. 



Shares 

2,040 

1,287 

Other fixed assets include assets 



Debentures tand bonds 

101 

101 

reinstated in the books of the 
Indian Branches at January I, 

*1969 by adopting income tax 




872,713 

606,898 




_ ___ 

written down value 

12. Other Asset* 



The market value of Government 





securities is in excess of (he book 
value by Rs 6,124. 



Interest accrued 

Tax paid/tax deducted 

23,452 

30436 



at source, net 

62,143 

38,531 

10. Advances 



Stationery and stamps 

... 90 

559 

(a) Bills purchased and 



Others 

discounted 

1,087,007 

352,335 

Advances to employees 

49,540 

39,875 

f ash credits, overdrafts and 



Prepaid expenses 

27,435 

22,270 

loans repayable on demand 

491,456 

498,228 

Deposits 

41,820 

36.954 

Term loans 

21,125 

55,802 

Others 

63,433 

33,331 

I... — ---—-- 

1,599,588 

906,365 


267,913 

202,056 
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DNP 


BANQUE NATIONALS DE PARIS 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


NOTES TO THE FINANCIAL STATEMENTS AS AT MARCH 31. 1992 
(In thousands of Indian Rupees) 


13. Contingent 
Liabilities 

Claims against the Branches 
not acknowledged as debts 
Liability for partly paid 
investments 

Liability on account of 
outstanding forward 
exchange contracts 
Guarantees given on behalf 
of constituents 
in India 

Acceptances, endorsements 
and other obligations 
Other items for which 
the bank is contingently 
liable 


33,412 9,803 


3,303,159 503,161 


1,270,097 790,680 

1,480,059 403,239 


2,337,032 1,402,753 



8,423,759 

3,109,893 

14. Interest Earned 
Interest/discount on 



advances/bills 

337,947 

280,579 

Income on investments 

54,244 

62,055 

Interest on balances 

with Reserve Bank of India 



and other inter-bank funds 

95,169 

60,717 

Others 

4,255 

3,141 


491,615 

406,492 

15. Other Income 



Commission, exchange and 



brokerage 

31,765 

22,299 

Profit on sale of investments 

46,837 

27,945 

Less: Loss on sale 



of investments 

(36,874) 

(22,163) 

Profit on revaluation 



of investments 

31,118 

17,664 

Less: Loss on revaluation 

' 


of investments 

(23,666) 

(21.784) 

Profit on sale of land, 



buildings and other assets 

69 

43 

Less: Loss on sale 
of land, buildings and 



other assets 

(26) 

“ 

Profit on exchange 



transactions 

46,499 

19,578 

Less: Loss on exchange * 



transactions 

(3.503) 

(2,123) 

Miscellaneous income 

7,949 

4,461 


100,168 

45,920 


16. Interest Expended 
Interest on deposits 
Interest on Reserve 
Bank of India/ 
inter-bank 
borrowings 
Others 


17. Operating Expenses 

Payments to and provisions 
for employees 

Rent, taxes and lighting 

Printing and stationery 

Advertisement and 
publicity 

Depreciation 

Directors’ fees, allowances 
and expenses 

Auditors’ fees and expenses 
Statutory audit 
Other audits 

Law charges 

Postage, telegrams, 
telephones, etc 

Repairs and maintenance 

Insurance 

Cost of voluntary 
retirement scheme 

Head office charges 

Other expenditure 


18. Prior Year Comparatives 

Prior year amounts have been reclassified to conform to the 
revised format of the financial statements. The prior year finan¬ 
cial statements have been audited by a firm of chartered accoun¬ 
tants other than Arthur Andersen A Associates. 

19. Other Events 

As part of its overall review of operations, two sub-branches of 
the bank at Calcutta and Bombay were absorbed into the main 
branches at these locations. 


106058 

87.230 

40,879 

33,164 

119,371 

128,188 

266,708 

248,602 

48,997 

44,877 

6,793 

6.668 

6,493 

2,892 

1,094 

1,584 

4,964 

4,553 

17 

16 

200 

170 

391 

161 

1,194 

372 

4,712 

5,601 

26,820 

4,623 

1,191 

1,145 

21,508 

- 

7,032 

5,121 

16/881 

10,578 

147,199 

88061 


Economic and Political Weekly July 4, 1992 


1419 
















DNP 


BANQUE NATIONALE DE PARIS 

(Incorporated in France with Limited Liability) 

INDIAN BRANCHES 


Auditors’ Report on the Financial Statements under Section 30 of the 
Banking Regulation Act, 1949 


Wt have examined the balance sheet of the Indian Branches of Banque Nationale de Paris (incor¬ 
porated in France with limited liability) as at March 31,1992 and the related profit and loss account 
for the year then ended. Our examination was made in accordance with generally accepted auditing 
standards and, accordingly, included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. We have also obtained all the informa¬ 
tion and explanations which, to the best of our knowledge and belief, were necessary for the pur¬ 
poses of our examination and have found them to be satisfactory. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, and the provi¬ 
sions of sub-sections (1), (2) and (5) of Section 211 and sub-section (3) of Section 227 of the Com¬ 
panies Act, 1936, the financial statements are not required to be, and are not drawn up, in accordance 
with Schedule VI to the Companies Act, 1936. The financial statements are, therefore, drawn up in 
conformity with Forms A and B (revised) of the Third Schedule to the Banking Regulation Act, 1949. 

In our opinion, the accompanying financial statements give a true and fair view of the state of affairs 
of the Indian Branches of Banque Nationale de Paris as at March 31, 1992 and of its profit for the 
year then ended. 

Furthermore, in our opinion, 

(a) the transactions of the Indian Branches which have come to our notice have been within the powers 
of the Indian Branches of the Bank; 

(b) the balance sheet and the profit and loss account are in agreement with the books of account, 
and give the information required by the Companies Act, 1936 in the manner so required for 
lwHii| companies; and 

(c) the In d i a n Branches have m ai n tai n ed proper books of account as required by law insofar as appeals 
from our examination of those books. 


Arthur Andersen & Associates 
Chartered Accountants 
Sd/- 
Vijay Sahni 
Partner 
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Bombay 
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1992 Drought in Maharashtra 

Misplaced Priorities, Mismanagement of Water Resources 

D IN Dhanagare 

Why is it that conditions of water and food scarcity have become a recurrent historical pattern in Maharashtra, 
particularly in the less developed regions of Vidarbha and Marathwada? Why does this progressive and industrially 
advanced state have to suffer such an ignoble water scarcity after four decades of planned development? And, 
above all, why is it that chief ministers and ministers come and go, and political fortunes of parties too rise and 
fall, often dramatically, but the non-availability of safe and adequate drinking water to the common man and 
woman in rural Maharashtra continues unabated? 

Answers to these questions will have to be searched for within the framework of Maharashtra’s political economy 
in general and the kinds of regional imbalances that were inherent in the process of planned economic develop¬ 
ment and in the power-structures that sprang up from the growth process. 


INCIDENCE of drought and famine was 
one of the calamitous features of the 
colonial period that ravaged Indian 
economy. What is most abominable is that 
it should become a recurrent experience in 
Maharashtra even after the independence 
and nearly four decades of planned develop¬ 
ment. The scarcity conditions that prevailed 
during March-June 1992 period in the 
relatively less developed regions of Vidarbha 
and Marathwada came as a grim reminder 
of the drought that hit the state hard in 1972 
and 1982. By a queer regularity, of natural 
incidence, the drought seems to have a 
decennial appearance in this ‘so-called’ pro¬ 
gressive and industrially advanced state of 
Maharashtra. 

It is not without significance that through¬ 
out the post-independence phase the state 
of Maharashtra was under Congress rule. 
Barring the exception of the brief year-long 
spell of the Progressive Democratic Front 
(PDF) government, headed by Sharad Pawar 
(now union minister for defence m the 
Narasimha Rao ministry) in 1978-79, 
Maharashtra all along remained under Con¬ 
gress rule without any major interruption. 
Of late these interruptions were caused more 
by internal factionalism within the Congress 
Pferty leading to frequent changes of the 
state’s chief minister. However, neither the 
prolonged one-party domination nor the 
game of musical chairs for the post of chief 
minister has brought to the common people, 
specially those in the rural areas; even the 
minimum basic facility of drinking water. 

On April 21, 1992 Maharashtra chief 
minister Sudhakarrao Naik confessed on the 
floor of the state legislature that out of a 
little over 42,000 villages in the state as many 
as 29,157 (nearly 70 per cent) villages have 
been reeling under acute shortage of drink¬ 
ing water and that the state government had 
by then made arrangements for supplying 
water through tankers, bullock-carts and so 
on in 1,043 villages only. 1 In a sense the 
chief minister was publicly admitting the fact 
that only one out of every 28 or 29 needy 
villages received the government’s relief 
assistance. The chief minister’s statement 
that the state government’s machinery had 
then already spent a sum of Rs 3.77 crorr 
on such ad hoc measures for water-supply 
was purely in the nature of a ritual piously 
performed amidst the din of the opposition's 
slogan-shouting in the state assembly against 


the government's failure to deal with the 
scarcity of drinking water on a war footing. 

Ori icial Understatement 

Interestingly enough, the Maharashtra 
state government has so far scrupulously 
avoided describing the situation in the sum¬ 
mer of 1992 as ‘famine’ or even as ‘drought’. 
Apparently responsible officers at all levels 
of the revenue and development bureaucracy 
were instructed to refer to the prevailing con¬ 
ditions as the situation of acute water 
shortage a euphemism for what quintes¬ 
sential^ was a mini-famine, or at least a 
major drought. According to one estimate 
over three-fourths (nearly 22,000) of the total 
(29,157) villages declared as ‘affected by 
water scarcity’ are front the Vidarbha and 
Marathwada regions- and faced famine-like 
conditions that were nothing short of 
catastrophic. 

The official understatement of an other¬ 
wise grim reality was badly exposed when 
a three-member team sent by the central 
government visited Amravati, Bhandara, 
Chandrapur, Nagpur and Wardha districts 
of the Vidarbha region for an ‘on the spot 
assessment’ of the situation. When inter¬ 
rogated by the visiting committee most 
senior officers from the region including 
district collectors (who invariably belong to 
the IAS cadre) admitted that the 1992 
drought was severe enough to cause some 60 
per cent crop failure, at least in the Vidarbha 
region. The state officials, however, denied 
that there were any large-scale migrations of 
people (as well as of cattle) affected by the 
haunting shortages of drinking water and 
fodder. The attempt of the administrative 
machinery to camouflage the gravity of the 
ground reality was undoubtedly prompted 
politically. It became even more evident 
when the centre’s visiting team cross- 
examined senior administrators from the 
Vidarbha region on the reliability of official 
statistics on the annual rainfall, whether 
these matched with the figures released by 
the Meteorological Department from time 
to time, what methodology had been 
adopted by the state officials while assessing 
the extent of crop failure, and so on. Their 
inability to provide any studied and convin¬ 
cing answers to these queries naturally 
angered the visiting team. At any rate, the 
state officials who had targeted only on 


extracting the maximum assistance from the 
centre for relief measures, kept on repeating 
their demands for additional relief funds 
often ranging from Rs 20 to 30 crore per 
major water supply scheme in Vidarbha 
districts. This was exasperating for the 
visiting team, for these schemes would not 
have brought any immediate relief to the 
thirsty people. The scarcity conditions in the 
Marathwada region, for which we could not 
lay hands on any statistics for March-June 
1992, are reported to be equally alarming. 

Ad Hoc solutions 

The government, whether at the centre or 
in the state, appears to be practically obsess¬ 
ed with the binary classification of planning 
strategies. Either the state adopts long-termf 
perspective planning that would (hopeful¬ 
ly!) yield results, not necessarily cost- 
effective, in the next five to 10 years, or at 
a distant date in the first decade of the 21st 
century. This strategy would, of course, rule 
out any possibility of immediate relief to 
needy people who would be left high and 
dry wandering for drinking water for miles 
together over stretches of parched land. Or 
else, the government gets into action for 
distributing relief assistance to people mostly 
on an ad hoc basis. The degree of official 
enthusiam for the latter is directly in pro¬ 
portion (positively correlated) to the quan¬ 
tum of relief assistance (both in cash and 
kind) at their disposal. It is difficult to 
believe that between the long-term and the 
short-term run ad hoc solutions there are no 
alternative and viable ways of dealing with 
the scarcity conditions. 

For understandable reasons the govern¬ 
ment of Maharashtra was making every bid 
to prove that its officials left no stone un¬ 
turned in tackling the situation of multiple 
scarcity. They were reported to be busy in 
completing some 1,113 out of 1,355 water- 
supply schemes on hand which were in an 
advanced stage The official claim was that 
as many as 358 new, though temporary, 
water schemes were sanctioned, work on 
some 5,756 bore-wells had been commission¬ 
ed (by middle of May 1992), and some 
22,275 hand-pumps and energised pumps 
had been repaired. Apparently, m a belated 
move towards effective decentralisation of 
authority of decision-making, the zilla 
parishads (ZPs) were given powers to take 
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■ up water supply schemes that involved an 
^ expenditure of Rs 3 lakh each. Similarly, 
lower level ofticiils were empowered to raise 
the rates for hiring trucks, tankers, tractors 
| and even borewell equipment that are owned 
privately. 3 

What all these measures mean to the com¬ 
mon man in rural Maharashtra is yet to be 
gauged by the decision-makers sitting in the 
high-rise but cool and cosy chambers of 
secretariats in Bombay or Delhi. The state 
government appears to be utterly unmindful 
of the much-needed blend of the short-term 
schemes with the perspective long-term plan¬ 
ning for efficient water-resource manage¬ 
ment for the less developed regions of 
Marathwada and Vidarbha. Instead of 
trying calculated investments in both the 
short- and the long-term schemes guided by 
considerations of cost-effectiveness, and 
mobilising resources for them on a sustained 
basis for the backward regions, the state’s 
development planners and bureaucrats have 
always believed in the propriety of draining 
scarce resource in many short-term 
measures. What the less developed regions 
need, according to them, is ‘relief, not 
‘development’. The political gains of the 
populist measures for the former aie often 
much greater than the material dividends 
gained through capital investments in the 
latter! 

Exampi E OK C.ADCHIROl I 

The situation that obtained in Gadchiroli 
district of Vidarbha during the difficult 
months of summer 1992 should serve as the 
best illustration of how and where things go 
wrong. This district happens to be one of 
the most inaccessible and backward areas of 
Maharashtra with a very large proportion of 
tribal population also. By the last week of 
April 1992, as many as 1,292 villages of this 
district were facing unprecedented shortage 
of drinking water, food supplies, fodder for 
cattle as also of shelter that migrating 
families needed. In Dhanora, Etapalli and 
Kurkheda talukas of this district many 
villages either do not have any wells or, if 
they have, the wells have dried up since the 
beginning of January as they do every year. 

It is a common sight to see hundreds and 
thousands of women carry on their heads 
potable water fetched from a distance of two 
to three kms every day, at times even twice 
a day. 

Year after year the situation of acute 
shortage of water in districts like Gadchiroli 
has not changed except for the worse. For 
the rural peasant and tribal households 
summer-time is a nightmare. Desperation 
often drives many homes to meet their needs 
of drinking water by resorting to digging 
holes in the dried-up river beds or in the 
nearby nullah or in a rivu|et. The water they 
get from these sources is invariably con¬ 
taminated But illiterate people are hardly 
aware of the presence of pollutants in that 
water. Consumption of such undrinkable 
water has given rise to epidemics of cholera 
and gastro enteritis in the district. 4 
Mercifully though these have not acquired 
serious proportions so far. 

The official machinery's packaged 
response includes standard temporary 
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measures—such as digging new tube-wells 
with hand-pumps, repairing and reactivating 
the old ones that had been defunct for 
sometime and the like. In the worst hit areas 
normally the district level administration 
arranges supply of drinking water through 
tankers. However, for the administration the 
situation in Gadchiroli was not as bad. 
Usually these temporary arrangements are 
made and looked after on an ad hoc basis 
to ensure that they remain functional till the 
monsoon rains arrive Once the monsoon, 
rains break out, the temporary schemes get 
wound up almost unnoticeably. The com¬ 
mon man is too preoccupied to find out 
what happens to the equipments and their 
installations of ad hoc nature. Seldom then 
questions are raised as to whether the spots 
tube-wells were dug at were at all thoughtful¬ 
ly selected, whethci digging was sufficient¬ 
ly deep to stand vet another season of pre¬ 
monsoon water scarcity, whether hand- 
pump installations were technically super¬ 
vised and found adequate, whether such 
schemes were/are entrusted to any respon¬ 
sible hands, and whether repairs and 
maintenance service was properly provided 
for. Ii would make a revealing siudy to see 
how many of these tube-wells, dug up every 
year, are in operations today. 

Available reports ftom Gadchiroli district 
indicate that as many as 2,385 new pump- 
sets were installed by the fouith week of 
April 1992. However, few of these were in 
working condition. In case of a breakdown, 
no repair or maintenance service was 
available. The report suggests that some 121 
electric pumps were installed in different 
villages in the same district. However, this 
measure was of little consequence because 
the administration, working under pressure, 
hastily introduced it without ascertaining as 
to whether or not the State Electricity Board 
(MSEB) was in a position to ensure a steady 
power supply for these pumps.' Con¬ 
sequently, despite massive investments (by 
the villagers’ standards) in such electric 
pump-sets and on tubc/bore-wells, finally 
the administrative machinery had to bring 
in water through tankers and pour it in the 
dried up village wells. 

Equally paradoxical was the scenario 
visible in most scarcity stricken villages of 
Wardha district of Vidarbha. Being a 
parliamentary constituency that returned 
former union minister Vasant Sathe twice, 
this has been politically a well-nursed area. 
This explains why during the last quarter of 
a century quite a few villages in this district 
had been brought under one or the other 
water schemes. Drinking water was available 
to most villages through taps. But now reser¬ 
voirs of most of these schemes—such as the 
one in Seldoh—have no water left in them 
and after being in operation for nearly 20 
to 25 years some of these schemes have come 
to a halt.* For many villages, therefore, the 
net result is that they are back to square one, 
i e, a perpetual scarcity of drinking water. 

Mispt ackd Measures 

What is even more agonising is the 
mismatch between the urgent needs of the 
people and the relief measures initiated by 
the state government. Often these measures 


are misplaced and seldom co-ordinated ef¬ 
ficiently. To cite an example, those districts 
which are in the grip of severe water short¬ 
age have received relief assistance in the form 
of new road construction projects. The 
Maharashtra chief minister has claimed that 
out of some 15,580 projects, as many as 
11,161 relief-oriented projects had already 
been commissioned by mid-April 1992 pro¬ 
viding work to 6.67 lakh labourers. The state 
had spent a sum of Rs 308.54 crore by March 
31, 1992 and has made a provision of Rs 108 
crore for the months of April-May (i e, in 
the new financial year) under Maharashtra’s 
much-talked-about Employment Guarantee 
Scheme (EGS). 7 In April 1992 the Gad¬ 
chiroli district administration had started as 
many as 240 such projects for road construc¬ 
tion under the EGS. Although these projeers 
provided work for 16,640 wage-earners, they 
would not necessarily contribute to finding 
any long-term, or even short-term, solution. 
for the problem of scarcity of drinking 
water Due, on the road construction sites 
male labourers received a daily wage of Rs 8 
to 10 (which is much lower than the rate 
prescribed under the Minimum Wage Act) 
and in addition were served drinking water 
too. However, female labourers, employed 
under EGS for serving drinking water to the 
male labourers on the same site were paid 
at the rate of Rs 14 per day/ For a change, 
women workers were treated more honour¬ 
ably, rather than being discriminated against 
as is normally done under the EGS, but not 
without hurting the male egos—a sacrilege 
in a patriarchal society! This gave rise to 
avoidable tensions and an unnecessary con¬ 
troversy that could have diverted the atten¬ 
tion of the relief machinery. 

The official handling of the drought situa¬ 
tion at the level of the state leadership reveal¬ 
ed lack of both prudence and discretion. 
When all kinds of austerity and economy 
measures were called for the political bosses 
in Bombay, their henchmen in the affected 
regions and above all the development 
bureaucracy, which seems to be specialising 
in sycophancy rather than in diligence and 
uprightness, all of them went on merrily, and 
also shamelessly, frittering away scarce 
resources on organising ostentatious func¬ 
tions for inauguration of new irrigation or 
water scheme projects. Without exception 
these inauguration rituals were presided over 
by the chief minister and/or other senior 
ministers or both. 

First Hand Experience 

Between May 16 and 28 this author had 
the opportunity to tour parts of Vidarbha, 
particularly Nagpur, Wardha, Yavatmal, 
Amravati and Akola districts, and could get 
some glimpse and first-hand experience of 
what went on in the name of ‘relief 
measures’ in Maharashtra state. On May 19, 
the ‘bhoomipoojan’ ceremony of the 
Umarsara Water Scheme was performed by 
the chief minister at Yavatmal (the district 
headquarter of the chief minister’s home- 
b.„trict). A huge and beautifully decorated 
’panda)' was raised for the inauguration 
function near Darda Udyan at a cost of over 
Rs 2 lakh. Incidentally, the venue of the 
function happened to be the sprawling tand- 
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edestate owned bjr J&wsiarfcl Dnda who 
is presently the state's food and dvQ supplies 
minister and who presided over the function 
in YkvntmaL Some two thousand invitation 
cards with golden brocade were specially 
printed for this occasion, at a cost of about 
Rs 10,000. The entire rank and file of the 
district level irrigation department, who 
should have been busy with providing drink¬ 
ing water to needy villages, were preoccupied 
for nearly a fortnight with completing all the 
arrangements of the inaugural function. The 
official machinery was busy in distributing 
invitation cards, particularly to all MLAs, 
and presidents and members of ZP and 
panchayat samitis in the rural areas. A petty 
level employee of the irrigation department 
in Yrvatmal was so disgusted with this 
wanton show of impropriety that he cspres¬ 
sed his anguish to us. He said, “during such 
crisis situations of drought, water scarcity, 
etc, tours of ministers and chief ministers 
should be banned completely because they 
divert the attention of the relief machinery”. 

It must be mentioned and stressed here 
that all this display of indiscretion at the 
inaugural function in Yavatmal was in con¬ 
nection with the Umarsara scheme which is 
nothing short of an eyewash. Although the 
scheme has been launched primarily for im¬ 
proving water supply per capita in Yhvatmal 
town and its surrounding six villages, the 
more disguised objective is to supply 
purified water to the Maharashtra State 
Industrial Development Corporation 
(MIDC) area and to the local medical al¬ 
lege. Thus, at the cost of drought relief work, 
that was urgently needed in the rural areas, 
better infrastructural facilities were being 
created at MIDC and the medical college in 
which both the local politicians of the Con¬ 
gress party, the industries minister not ex¬ 
cluded, and enterprising businesmen, con¬ 
tractors as well as bureaucrats, have vested 
interests. 

Foodgrain Shortage 

One often wonders whether either the 
state government or even opposition parties 
have fully grasped the seriousness of the 
drought and scarcity conditions—the spec¬ 
tre of which looks all set to reappear every 
year unless remedial measures are initiated 
urgently. Immediate action is needed for 
supplying drinking water for the people, 
fodder for cattle; employment for the needy 
hands and distribution of essential quan¬ 
tities of grain and other commodities 
through fair-price shops. The state govern¬ 
ment has claimed that from April I, 1992 
each EGS labourer is being given half a kilo 
wheat per day on his/her ration card and 
that of the 73,000 metric tonnes of addi¬ 
tional grains received from the centre; about 
18,000 metric tonnes are being distributed 
through co-operative societies.’ The bitter 
fact, however, remains that the prices of 
grain in the open market are twice those in 
the ration shops. Earlier the difference bet¬ 
ween the two rates, permissible under the 
dual pricing structure in the country, used 
to be only marginal L if not negligible Con¬ 
sequently. the demand for rationed items has 
gone up and fair-price shops do not have 
adequate quantities to meet the demand. 


Supplies are not keeping pace with the de¬ 
mand. These shortages are even more acutely 
felt in the distribution network in the rural 
areas. Where supplies are available; the most 
vulnerable sections of the rural poor, small 
and marginal farmers, do not have the 
money to buy them. 

The state government's standard excuse 
for such shortages at fair-price shops is that 
the central government has not been releas¬ 
ing adequate quotas to ensure a steady sup¬ 
ply in the ration shops throughout the state 
This grievance, of course, contains some 
grain of truth. The Ninth Finance Commis¬ 
sion had recommended central assistance to 
the tune of Rs 33 crore for Maharashtra's 
famine-relief measures. But this is hopelessly 
inadequate A higher level assistance to a 
state affected by a drought- or famine-like 
calamity is indeed admissible within the 
norms of the Finance Commission—a fact 
to which the prime minister’s attention was 
drawn when*a delegation of the state unit 
of the Bharatiya Janata Party met him 
recently. 10 However, not much is reported to 
have come out of the delegation's efforts. 

if the kate-level ruling party, and its 
government’s handling of the drought situa¬ 
tion was inept and indiscreet, the response 
of the opposition parties in Maharashtra to 
such a critical situation was no less callous 
and cavalier. It lacked both maturity and a 
sense of responsibility. A crisis of this 
magnitude was no occasion to settle old 
political scores with the ruling party. The 
need of the hour was for all political parties 
to come together, rise above narrow factional 
interests and to join hands for a concerted 
bid to face the challenge of the near-famine 
situation with a unity of purpose. Instead 
of building a healthy consensus through 
mutual dialogue and consultations, the op¬ 
position, mainly the BJP and the impetuous 
Shiv Sena, adopted a confrontation)st path. 
The total ‘bandh’ observed by the latter on 
May 7, only confirmed that dictates and 
compulsions of power politics are often too 
overbearing for the political elite, regardless 
of party affiliation, to attend to the more 
urgent problems confronting the people To 
a certain extent the most insipid response of 
the opposition parties in Maharashtra, in the 
form of the 'bandh', was an outcome of their 
frustrations following their near-total rout 
in the elections to the local bodies and ZP 
held recently in the state 

Dearth of political will and foresight and 
lack of integrity and honesty on either side 
of the political divide in Maharashtra have 
thus thwarted any meaningful collective con¬ 
sensual action in encountering the famine- 
like conditions in the state if intellectuals 
and conscientious, enlightened citizens in¬ 
creasingly lose their faith in the political 
system as such, they are not to be blamed. 

It is, however, necessary to probe mort 
basic questions that emerge from t|tis 
scenario. Why is it that conditions of water 
and.food scarcity have become a recurrent 
historical pattern in Maharashtra, parti¬ 
cularly in the less developed regions of 
Vidarbha and Marathwada? Why does this 
progressive and industrially advanced state, 
with a very high per capita income next to 
that in Punjab, Haryana and Gujarat, have 


to suffer such an ignoble water scarcity after 
four decades of planned d ev e lopment? And, 
above ail, why is it that chief ministgn and 
ministers come and go, and political fortunes 
of parties too rise and fall, often dramatical¬ 
ly. but the non-availability of safe and ade¬ 
quate drinking water to the common man 
and woman in rural Maharashtra continues 
unabated? Answers to these questions will 
have to be searched within the framework 
of Maharashtra’s political economy in 
general and the kinds of regional imbalances 
that were inherent in the process of planned 
economic development and in the power- 
structures that sprang up from the growth 
process. 

In 1991-92 most of the rural population 
in Maharashtra—about 4.3 crore people 
(over 67 per cent of the total population)— 
did not have access to even one litre of water 
per capita per day when on an average the 
requirement is of about 23 litres per capita 
per day in rural areas and 43 litres in urban 
areas. With the rising levels of income and 
living standards of the people, this per capita 
requirement of water will go up to about 63 
to 70 litres and 100 litres a day in rural and 
urban areas respectively." Is the state 
anywhere dose to fulfilling even half of them 
projections? Regrettably, the answer is un¬ 
mistakably in the negative 

Shift in Crop Pattern 

Reasons for such a pathetic state of water 
resources management in Maharashtra are 
not far to seek. Only 10.5 per cent of its total 
cultivated land was under irrigation in 
1978-79 when this percentage was 26.6 for 
the rest of India. However, throughout the 
three decades (1960-90) since the formation 
of Maharashtra state, this proportion of 
irrigated land has been rising slowly but 
steadily from 6 per cent in I960 to 13 per 
cent in 1990. Compared to the other states, 
this proportion of irrigated cultivation is still 
much lower in Maharashtra. However, there 
has been more than >00 per cent increase in 
land under irrigation. But the crop pattern 
is ‘free for all’; it is not regulated or 
monitored to ensure any balanced produc¬ 
tion of food and rawmaterials for industry. 
Consequently, while irrigation has expand¬ 
ed phenomenally food production in the 
state has gone up only at a snail's pace from 
8.7 to 9.7 million metric tonnes. Increase in 
food production has thus stagnated at about 
11 per cent when land under itjigation has 
more than doubled during the same period. 
This paradox is an outcome of the unbridl¬ 
ed growth of sugarcane cultivation at the 
cost of staple crops like wheat and jOwar. 
As Y W Kale has pointed out, acreagtof 
land under wheat has decreased by 95.OQ0 
hectares, while that under jowar has gone 
down by over 3.8 lakh hectares, while the 
acreage under sugarcane cultivation has 
gone up by 38,000 hectares 11 in the state 
during the last quarter of a century. Partly 
what has been lost by wheat and jowar has 
also gone in favour of horti culture 

The shift in the crop pattern in favour of 
sugarcane in Maharashtra during the past 
23-30 years painfully reminds us of parallels 
in history. From the turn of the century to 
the 1940s, for example, a similar shift from 
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paddy to jute cultivation was taking place 
in the then undivided Bengal presidency. 
Very rightly, therefore; the Famine Commis¬ 
sion attribute! the Bengal famine of 1943-45 
at least partly to the uncontrolled process 
of commercialisation of agriculture in which 
peasants—the primary producers—lured by 
favourable market prices, had switched over 
to jute cultivation and dispensed with paddy. 
The result was only to be expected. Bengal 
witnessed'One of the worst and unprece¬ 
dented food shortages. The devastating 
famine that followed took a toll of about 1.5 
million lives in Bengal alone. 13 What was 
even more shocking was that this cataclysm 
could not be averted despite the timely and 
prudent warnings given by the then 
speaker/chairman of the Bengal legislative 
council, A M Huq.' 4 Not that his danger- 
signals went unheeded. The Bengal provin¬ 
cial government did pass, in the late 30s, a 
legislation prescribing a certain ratio to be 
maintained by cultivators between acreages 
under staple crops and under marketable/ 
export crops like jute, tobacco, etc, in the 
province. But the alarm came too late in the 
day. The impact of the legislation was too 
insignificant to ward off the calamity of 
famine (1943-45). It is a pity that public 
memory is often short and the pathos of 
histdry lies in the fact that it repeats itself. 
In the case of Maharashtra, history has 
repeated itself in less than a decade, because 
the state had experienced severe droughts in 
1972 and again in 1982. 

It would be erroneous to even suggest that 
the acute water scarcity in Maharashtra dur¬ 
ing summer 1992 (which we have called the 
drought) is in anyway comparable to the 
great Bengal famine either in ferocity or in 
its spread. However, it hardly needs to be 
stressed that what jute did to the Bengal 
economy in the 30s is actually being done 
by sugarcane cultivation to the economy of 
Maharashtra. Paul Baran, A Gunder Frank 
and many other neo-Marxist development 
theorists, who have analysed the Latin 
American experiences in great depth, have 
pointed out that the consequences of ‘mono¬ 
culture' for less developed economies can be 
only devastating. 19 But the policy-makers in 
Maharashtra appear to be determined to 
ignore all such lessons of history. 

Sugarcane farming is, of course, an in¬ 
tegral part of the production of white sugar 
that goes on in some 106 sugar factories in 
Maharashtra state. 98 per cent of these fac¬ 
tories are in the co-operative sector. Catch¬ 
ment areas are dearly marked for each sugar 
factory to draw its cane from, while massive 
agricultural subsidies are reached to sugar¬ 
cane cultivators through the pipelines of the 
state-sponsored development programmes. 
Additionally, the networks of co-operative 
banking and marketing structures have fur¬ 
ther facilitated large-scale expansion of 
sugarcane cultivation and canal-irrigation 
for distribution of water that it needs. The. 
key element of sugar industry and sugarcane 
fanning remains the enormous quantities of 
water the latter needs. Actual figures/ 
statistics are often disputed by official 
sources that are seldom enthusiastic about 
sharing authentic information. It is, however, 
estimated that sugarcane fanning which 


occupies less than 4 to 5 per cent of the total 
cultivated areas consumes more than 70 per 
cent of the water from the state-controlled 
canal and lift irrigation schemes. The ac¬ 
curacy of these figures is not as important 
as the glaringly disproportionate consump¬ 
tion of water by sugarcane growers in the 
state is. 

Excessive watering of sugarcane fields, 
particularly in the western Maharashtra 
districts, has also led to widespread salinity. 
Agricultural scientists and environmentalists 
both draw our attention to the possible long¬ 
term adverse impact of this kind of salinity 
on soil texture and fertility. But so compel¬ 
ling is the logic of short-term gains that they 
have rendered the beneficiaries—i e, power 
brokers and barons in Ihe co-operative sugar 
sector—totally oblivious to the long-lcim 
disasters that such a development strategy 
would entail. 

Certainly, then, the sustenance of the 
sugar industry sector, inclusive of sugarcane 
farming, and its pre-eminence in Maha¬ 
rashtra’s political economy require an in- 
equitous distribution of water as well as of 
development funds for water schemes in dif¬ 
ferent regions of Maharashtra. There are 
only a few sugar factories (about 25 per cent 
of the total) in Vidarbha and Marathwada 
and the rest are all concentrated in north, 
western and southern Maharashtra. It is 
these inequities that have led to unequal 
access to water resources to people in western 
Maharashtra, Marathwada and Vidarbha 
regions. The iaikwadt project near Paithan 
is at least one major irrigation water scheme 
in the Marathwada area, but there has been 
no major irrigation and hydel projects of the 
Koyana, Jaikwadi or even of Ujani type in 
-the entire Vidarbha region since the forma¬ 
tion of Maharashtra state in 1960. 

Implementation of the Vainganga and 
Upper Wardha river projects is .more on 
paper and less on the ground. Their work 
progress is so tardy that their construction 
costs are bound to escalate at frightening 
rates. Most of the medium-scale water/ 
irrigation schemes in Vidarbha have been 
launched half-heartedly. Their locations 
have been dictated more by political ex¬ 
pediency than by criteria of project viability 
in terms of available water capacity, etc 
While travelling by the state roadways buses, 
it is a common pathetic sight to come across 
small shallow canals dug in parts of 
Vidarbha region but with little or no water 
in them. The only exception to this is the 
Tbtaia-Doh irrigation/water scheme near 
Nagpur where things appear to have worked 
better but that scheme is too small to quench 
the thirst of the millions in the Vidarbha 
region. 

Water Management 

It is important to note that variations in 
the annual rainfall in the different regions 
of the Maharashtra state are practically 
negligible. In terras of the natural rainfall, 
there are three broad zones in the state. The 
First is the coastal strip of Kokan which 
receives on an average 2,500 mm rain water 
every year. But nearly one-third of this water 
drains out into the Arabian sea and gets 


wasted since the rocky terrain prevents per¬ 
colation of rainwater into the soil. Nearly 
40 per cent of the land territory of Maha¬ 
rashtra gets less than 800 mm of rain in a 
year and this area, according to the Irriga¬ 
tion Commission’s criteria, is the ‘rain- 
shadow’ area most of which lies in western 
Maharashtra and Marathwada. Relatively 
the north Maharashtra (Nasik, Jalgaon, 
Dhule and Ahmednagar districts) and 
Vidarbha regions receive normal and ade¬ 
quate rains barring certain pockets (such as 
Pathardi and other eastern talukas of 
Ahmednagar, Shahada-Thloda talukas of 
Dhule and parts of Chandrapur and Gad- 
chiroli districtsjf. There are of course some 
variations in the rainfall, but generally the 
land-soil is fertile and has much better water 
retention capacity in these regions. However, 
very little effort has been made so far to con¬ 
struct ‘bundhs’ across hundreds of small and 
medium rivers, rivulets and even ‘nullahs’ 
which carry abundant rain water, but it is 
of no use since it is not stopped at strategic 
points into any natural or artificially created 
reservoirs. Nor has there been any massive 
campaign for constructing percolation tanks 
(‘pazar-talao’) in villages to supply water to 
villages during the difficult post-monsoon 
months in the Vidarbha region. We find 
these tanks in large numbers all over in 
western Maharashtra, but very few in 
Vidarbha. 

The credit for creating such ‘pazar-talaos’ 
and for systematic watershed development 
in western Maharashtra is shared equally by 
the political leadership with a vision, 
perspective and will for development, large 
number of non-governmental voluntary 
organisations (NGOs) and activist groups as 
well as by socially committed members, 
though in a minority, of the bureaucracy. 
The case of Ralegan-Shindi, a village in 
Parner taluka of Ahmednagar district is in 
point. Here a grassroots level leader, 
Annasahcb Hajare. who was awarded 
Padma Bhushan recently for his selfless 
social service, mobilised villagers for collec¬ 
tive but voluntary action for rural develop¬ 
ment. Through self-help and ‘shramdan’ 
people in Ralegan constructed roads, per¬ 
colation tanks and undertook a major water¬ 
shed development project. Governmental 
agencies too rushed in timely financial 
assistance. 14 The village has now overcome 
the problem of acute water scarcity and has 
in fact a lush-green surrounding. Village 
wells have enough water so* that some 
cultivators are able to grow two crops 
easily. 17 Regrettably, though, very little of 
this kind of voluntarism is seen in Vidarbha 
region, at least in developing irrigation, per¬ 
colation tanks, ‘bundhs’ and reservoirs and 
for supplying drinking water to people: The 
Vidarbha area badly needs a much better 
management of its water resources, some¬ 
thing on the model of Vilasrao Salunkhe’s 
‘pant panchayat’ (council for water distribu¬ 
tion) near Pune which has attracted con¬ 
siderable attention and applause of national 
as well as international aid agencies. 

Since committed political leadership as 
well as grassroots level voluntary effort is 
lacking in Vidarbha region, the development 
bureaucracy under the dispensation of the 
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; ZP structure if naturally tempted to to in 
for short-run solutions when it is under 
political pressure to demonstrate quick and 
tangible results. The problem of scarcity of 
drinking water is one such vexed problem 
that demands urgent intervention. Hence the 
state and district level administration’s 
preference is for (i) digging/boring tube- 
wells and installing pump sets on them; 
(ii) when that does not work or is found in¬ 
adequate in coping with the situation, then 
the next option is to try relief distribution— 
i e, taking water to villages through tankers, 
etc, and distributing fodder for cattle, and 
the like; and then (iii) it keeps up with the 
long-term solutions, i e, projects and 
schemes that are meant to be completed and 
bring more lasting solutions in the distant 
future. 

ADMINISTRATION'S ‘PREFERRED’ 

SOIUTIONS 

When conditions are propitious, i e, when 
funds and resources are available, both 
politicians and bureaucrats on the one hand 
and private contractors on the other opt for 
the third alternative, namely, investments in 
long-term schemes for obvious reasons. 
Political leaders (ministers, MLAs, ZP and 
panchayat samiti presidents) and adminis¬ 
trators (executive engineers, etc), who are 
responsible for taking critical decisions at 
the commencement of such long-term pro¬ 
jects are not there to be held accountable at 
the time of project evaluation—i e, its per¬ 
formance, cost-effectiveness and overall 
functional efficacy. Such long-term solutions 
still keep the option of trying urgent relief 
measures and thereby of crying for help 
from the centre. After all, distribution of 
relief to the needy people offers abundant 
green pastures for politicians and the ad¬ 
ministrative machinery through pilferage. 
Often only a small fraction of the relief 
assistance reaches the target groups. 18 

The administration’s most preferred solu¬ 
tion for water scarcity is expansion of the 
tubewell/borewell network. However, ap¬ 
propriateness of this has to be questioned. 
Rarely do the planners and administrators 
realise the long-term environmental effects 
of going deeper in search of subterranean 
water resources. Already this water table in 
Vidarbha and Marathwada regions has been 
getting lower steadily. Therefore, boring 
tubewells should be the last option, but in 
Maharashtra it is the first! Not much atten¬ 
tion is being paid to campaigning for block¬ 
ing water in small rivers, nullahs and rivulets 
by constructing small and medium size 
‘bundhs’ (including those of the Mysore 
pattern). A massive campaign for public 
education and for mobilisation of local level 
resources needs to be launched through 
voluntary action. Otherwise the state of 
Maharashtra would continue to lose as much 
as 1,16,000 mi|lion cubic metres of water that 
flows through the rivers in the state annually 
but gets dumped eventually either in the Bay 
of Bengal or in the Arabian Sea. Top priority 
ought to be given to harnessing such a 
valuable natural resource for a lasting solu¬ 
tion of water scarcity in the state, specially 
in the Vidarbha-Marathwada regions. 


For the acute water shortages as Vidarbha 
experienced during summmer 1992, it would 
be preposterous to blame the political leader¬ 
ship from western Maharashtra. Vidarbha's 
own ‘so-called leaders' have been short¬ 
sighted and have rarely served interests other 
than their own. Seeking power, positions and 
pelf for themselves has been their topmost 
priority. Through networks of patronage 
and mobilising caste, subcaste and kinship 
identities they manage to get elected to the 
state assembly, to parliamen t or to ZP and 
panchayat samiti positions. But none of 
them has had a vision of the region’s 
development to be achieved through mass 
education, mobilisation of local resources 
and voluntary action so far. The more enter¬ 
prising leaders from Vidarbha, on reaching 
Bombay through the electoral process, do 
manage to secure ministerial berths in the 
state cabinet. Once they succeed their entire 
energies centre around consolidating the net¬ 
works of their patronage—namely, schools 
and colleges they have already started, or 
want to start; once the official green signal 
is received for these institutions, their private 
managements thrive and prosper on the 
massive collection of capitation fees from 
students and also on cuts received from 
salaries of young teachers and lecturers 
employed in them. Preoccupied with nurs¬ 
ing these personal fiefdoms and ‘jagirs’, the 
political elite in Vidarbha, and perhaps to 
a lesser degree in other regions of Maha¬ 
rashtra, has no time to attend to urgent pro¬ 
blems like supplying drinking water to 
people. 


Long Term Pi.anning 

Some well-meaning intellectuals, like 
H M Desarada, who was until recently a 
member of the Maharashtra State Planning 
Board, or like Annasaheb Shinde (former 
union minister of state for agriculture) have 
taken considerable studied interest in the 
problem of irrigation and management of 
water resources in Maharasthra. The former 
has now dissociated himself from state- 
sponsored efforts altogether. However, state- 
level politicians and the lop bureaucracy 
seem to have become impervious to irony 
and insensitive to criticism. For the intel¬ 
ligentsia, therefore, the scope for construc¬ 
tive work through voluntary action appears 
to be rather limited, if not depressing. Quite 
surprisingly, Desarada has recently suggested 
that the state government constitute a state- 
level irrigation and water commission as a 
fully autonomous body. This may, of course, 
open up an avenue for some to get co-opted 
into the power-structure. But judging from 
the experiences of other autonomous bodies, 
corporations and commissions created in the 
state, few would be enthusiastic in endors¬ 
ing Dcsarada's proposal. Adding one more 
organisational outfit and manning it with 
a pecking order that lacks political will and 
integrity may not serve any purpose. 

Conditions of a ‘mini-famine’ and acute 
water shortage in Maharashtra—in the 
Vidarbha and Marathwada regions in 
particular—as witnessed in summer-1992 
will keep threatening to reappear every year. 


The problem cannot be solved overnight It 
would require a concerted effort by NCOs, 
intellectual-activists, committed political 
leadership and also developmental^- 
oriented bureaucracy. Quantitative indices of 
the number of schemes sanctioned, amounts 
of allocations spent, number of boreweUt, 
or tankers deployed for distributing drinking 
water will suffice only for office records, but 
these will not provide a lasting solution. 
Systematic long-term planning for water 
resource development, distribution and 
management will have to be backed by 
voluntary effort for mass education and 
mobilisation of resources. In the final 
analysis these efforts must aim at harmonis¬ 
ing between compulsions of a balanced 
regional growth and needs of preserving en¬ 
vironment through sustainable development. 
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Movements in India, c 1920-1950, Oxford 
University Press. 1983; chapter VII. 

14 For his insightful writings, see A M Huq, 
Man behind the Plough, Calcutta, 1934. 

15 See Raul Baran, Political Economy of 
Growth, Penguin, 1971; also T Shanin and 
H Alavi (eds). Sociology of Developing 
Countries. 

16 Sec Sureshchandra Warghade, ‘Ralegancha 
Karmayogi' (a biography of Anna Harjare 
in Marathi), Pune, 1989. 

17 On Raiegan, A stand Agashe has written 
recently in The Times of India (Delhi), 
May 31, 1992 (in the Sunday supplement). 

18 This aspect of the politics of relief has been 
well brought out in a study conducted-in 
Bangladesh. See B Hartmann and James 
Boyce, A Quiet Violence, Oxford Univer¬ 
sity Press, New Delhi, 1984. 
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@ THE BANK OF TOKYO, LTD. 

(Incorporated in Japan Liability of Members Limited) 


BALANCE SHEET OF INDIAN OFFICES 
AS AT 31 MARCH. 1992 


(000’s omitted) 


As on As on 

31-03-92 31-03-91 

(Current (Previous 
Year) Year) 



Capital 

1 

Reserves and Surplus 

2 

Deposits 

3 

Borrowings 

4 

Other Liabilities and 
Provisions 

5 

TOTAL 


ASSETS 

Cash and balances with 
Reserve Bank of India 

6 

Balances with banks and 
money at call and 
short notice 

7 

Investments 

8 

Advances 

9 

Fixed Assets 

10 

Other Assets 

11 

TOTAL 


Contingent Liabilities 

12 

Bills for Collection 


Notes on Accounts 

17 


6,31,00 
4,83.18,75 3,62,50,89 
75,98,92 1,38,50,39 

49,72,94 30,35.92 


PROFIT AND LOSS ACCOUNT OF INDIAN OFFICES 
FOR THE YEAR ENDED 31 MARCH, 1992 


(000’s omitted) 


Year 

Ended 

31-03-91 




6,19,99,23 

5,37,68,20 

53,21,70 

68,93,77 

70,39,85 

19,03 

1,72^241 

1,50,44,88 

3,05,23,21 

3,01,73,36 

4,15,25 

4.24,68 

14,17,01 

12,12,48 

6,19,99,23 

5,37,68,20 

6.46,39,40 

J1.4S.98.85 

21,61,46 

15,65,97 


1. INCOME 
Interest earned 
Other Income 

TOTAL 

II. EXPENDITURE 
Interest expended 
Operating expenses 
Provisions and 
contingencies 

TOTAL 

III. PROFIT 

Net profit for the 
year 

Profit/Loss (-) 
brought forward 

TOTAL 

IV. APPROPRIATIONS 

IVansfer to statutory 
reserves 

Profit Remitted to 
Head Office 
Less: Loss of last 
year remitted 
by H O. 

Balance carried over 
to balance sheet 

TOTAL 


57.01,26 

12,54,40 


90,78,71 69,55,66 



1,93,00 1,39,65 

4,84,33 1,02.31 

(5,97.78) 
7,68,94 4.84.32 


14.46.27 



As Per Our Report Attached 

For C. C. CHOKSHI A CO 
Chartered Accountants 


THE BANK OF TOKYO, LTD 
Bombay Office 


THE BANK OF TOKYO, LTD 
Bombay Office 


Sd/- 

(R. Salivati) 
Partner 

Bombay 

Dated: 26 June 1992 


Sd/ 

(Y. Harada) 

Assistant General Manager 


Sd/- 

(K. Oshima) 

General Manager 
A 

Chief Executive Officer for India 
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® THE BANK OF TOKYO, LTD. 

(Incorporated in Japan Liability of Members Limited) 


SCHEDULES FORMING PART OF THE BA LANCE SHEET AS ON 3IST MARCH 1992 


(000’s omitted) 


(007s omitted) 



Schedule 1—Capital 

I. For Banks Incorporated 
Outside India 
i) Amount of investment 
deposited with RBI 
under Section 11(2) 
of the Banking 
Regulation Act, 1949 

TOTAL 

Schedule 2—Reserves 
and Surplus 
1. Statutory Reserves 


Sc h edule S—Deposits 
A. I. Demand Deposits 

i) From Banks 

ii) From Others 


II. Savings Bank Deposits 

III. Ifcnn Deposits 

i) From Banks* 

ii) From Others 


TOTAL (I. II and III) 

E 0 Deposits of branches 
in India 

ii) Deposits of branches 
outside India 

TOTAL 


As on 

As on 

31-03-92 

31-03-91 

(Current 

(Previous 

Year) 

Year) 


6,16,50 2,85,00 

6,16,50 2,85,00 


Opening Balance 

Additions during the 

1,46,68 

7.03 

year 

Deductions during 

1,93,00 

1,39,65 

the year 

- 

- 


3,39,68 

F.46,68 

Balance in Profit and 



Loss Account 

7,68,94 

4,84,32 

TOTAL (1 and II) 

11,08,62 

6,31,00 


7,36,93 4,57,25 

81,05,95 60.01,79 

88,42,88 64,59,04 

32,74,58 22.63,17 

1,27,50,00 63,00,00 

2J4J1.29 2,1248,68 

3,62,01,29 2*75,28,68 

4J3.I8.75 3,62J0,89 

443,18,75 3,6240.89 


443,18,75 3.62,50,89 


* Includes Rs. 127 JO Gores (Previous Year Rs. 63 Gores) 
received from Head Office under Foreign Currency (Banks 
and other) deposit facility. 



As on 

31-03-92 

(Current 

War) 


Schedule 4—Borrowings 
i. Borrowings in India 

i) Reserve Bank of India 

ii) Other banks 

iii) Other institutions 
and agencies 


II. Borrowings outside India 
TOTAL (I and II) 

Secured borrowings in 
1 A 11 above - Rs. 

Schedule 5—Other 
Liabilities and Provisions 
I. Bills payable 

II. Inter-office 
adjustments (Net) 

III. Interest accrued 

IV. Others (including provisions) 

TOTAL 

Schedule 6—Cash and Balances 
with Reserve Bank of India 

I. Cash in hand 
(including foreign 
currency notes) 

11. Balances with 

Reserve Bank of India 

i) In Current Account 

ii) In Other Accounts 

TOTAL (I and II) 

Schedule 7—Balances 
with Banka add Money 
at Call and Short Notice 
I. In India 

i) Balance with Banks 

a) In Current Accounts 

b) In Other Deposit Accounts 

ii) Money at call 
and short notice 

a) With Banks 

b) With other institutions 

TOTAL 0 and II) 

II. Outside India 

i) In Current Accounts 

ii) In Other Deposit Accounts 
Hi) Money at call and 

short notice 

TOTAL 

GRAND TOTAL (1 and II) 



10,39,521 44943 


29,44 
12,93.79 
76 



2,64,43 1.4946 


50,57,27 67,44,71 


5341.70 68.93,77 



Bcoobmic and Bsfitkal Weekly July 4, 1992 


1427 






















-v 1 

§ 


t 

I 

& 

t 

1 

ft 


© 


THE BANK OF TOKYO, LTD. 

(Incorporated in Japan Liability of Members Limited) 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON 31 ST MARCH 1992 


(000’s omitted) 


(000’s omitted) 



As on 

As on 


As on 

— 

As on 


31-03-92 

31-03-91 


31-03-92 

3P03-91 


(Curren 

(Previous 


(Curren 

(Previous 


Year) 

Year) 


Year) 

Year) 

Schedule I —Investment* 



Schedule 10—Fixed Assets 

■ 


I. Investments in India in 



1. Premises 



i) Government securities 

1.45.03.9C 

1,24,50,73 

At cost as on 31st March 



(Market value Rs. 1,43,76,85) 



of the preceding year* 

1 

1,35,00 

(Previous year Rs. 1,23,90,16) 





- 

ii) Other approved 




■ 

- 

securities 

26,82,05 

■2229 

Depreciation to date 

i 

98 

iii) Shares 

iv) Debentures and 

37,33 

37,33 

TOTAL 

133,57 

134,02 

bonds 

38,93 

14,76 

II. Other Fixed Articles 

■ WM 


v) Subsidiaries and/or 



(including furniture 

■ 


joint ventures 

- 

- 

and fixture) 

1 


vi) Others 

20,00 

_ 

At cost as on 31st March 



(in Units of Indus Venture 
Capital Fund) 



of the preceding year 
Additions during the year 

Deductions during the year 


339,82 

1.80,86 

2,49 




TOTAL 

1,72,82,21 

1,50,44,88 

Depreciation to date 

2,76,12 

23733 




TOTAL 

2,81,68 

2,90,66 

Schedule 9—Advances 



TOTAL (I and 11) 

4,15,25 

434,68 

A i) Bills purchased 






and discounted 

1,19,32,96 

1,16,40,95 

* Registration formalities pending 



ii) Cash credits, overdrafts 



Schedule 11 — Other Assets 



and loans repayable 



1. Interest accrued 

10.9534 

932.71 

on demand 
iii) Tfcrm loans 

1,71,28,95 

1,67,94,30 

11. Others 

331.47 

2,79.77 

14,61,30 

17,38,11 

TOTAL 

14,17,01 

12,12,48 

TOTAL 

3,05,23,21 

3,01,73,36 

Schedule 12—Contingent 






Liabilities • 



& i) Secured hy tangible 






assets 

202.31.27 

2,49,39,72 


~ 

— 

ii) Covered by Bank/ 

Government guarantees 

22,65,17 

75,08 

II. Liability for partly 
paid investments 

- 

- 

iii) Unsecured 

60,26,77 

513836 

Tiff 8 IM i itMtItI i i 



TOTAL 

3,05.23,21 

3,01,7336 


2373139 

7,923336 







C. I. Advances in India 



a) In India 

b) Outside India 

139373C 

65,173*1 

1.903438 

i) Priority sectors 

163331 

26,60,50 



ii) Public sector 

- 



1.7333.1C 

1323141 

iii) Banks 

— 

— 



iv) Others 

2,88,69,70 

2,75,12,86 


- 

- 

TOTAL 

3,05,23,21 

3,01,73,36 

TOTAL 

a mm. 

113338.83 

. 
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@ THE BANK OF TOKYO, LTD. 

(Incorporated in Japan Liability of Members Limited) 


SCHEDULES FORMING PART OF THE PROFIT AND LOSS ACCOUNT FOR THE YEAR 

ENDED 31ST MARCH 1992 


(000’s omitted) 

Year Year 

Ended Ended 

.11-03 92 31-01-91 


(000’s omitted) 



Schedule 13— Interest 

Earned 

1. Interest/discount on 
advances /bills 

II. Income on 
investments 

HI. Interest on balances 
with Reserve Bank of 
India and other 
inter-bank funds 

IV. Others 

TOTAL 


Schedule 14—Other 
Income 

1 . ' iirttmmt rti, exchange 
and broken^ 

II. Profit on vts'..; c-i 

investments 

III. Profit on exchange 
transactions (Net) 

IV. Miscellaneous income 

TOTAL 

Schedule 13—Interest 
Expended 

I. Interest on deposits 

II. Interest on Reserve Bank 
of India/inter-bank 
borrowings 

III. Others 


44,75,94 12,00,07 

16,91,16 13,77,38 

8,43,45 6,69,70 

7,03,45 4,54,11 

77,14,00 57,01,26 


3,45,02 

38,15 

5,84,79 

2,86,44 


13.64,71 

12,54,40 

29,85,46 

24,69,13 

2,33,21 

3,67,22 

15,86,02 

12,38,83 

48,04,69 

40,75,18 




Schedule 16—Operating 
Expenses 


I. Payments to and 
provisions for 
employees 


(1. Rent, taxes and 
lighting 

III. Printing and 
stationery 

IV. Advertisement and 
publicity 

V. Depreciation on bank's 
property 

VI. Directors’ fees, 
allowances and 
expenses 

VII. Auditors’ fees and 
expenses (including 
branch auditors) 

VIII. Law Charges 

IX. Postage, Telegrams, 
"telephones, etc 

X. Repain and maintenance 

XI. Insurance 

XII. Other expenditure 
TOTAL 


Year 

Ended 

31-03-92 

Year 

Ended 

31-03-91 

3,97,59 

2,86,89 

98,72 

90,31 

44,15 

34,38 

1,19 

2,29 

49,85 j 

| 

73,66 

31 

8 

2,03 

1,96 

5,89 

5,15 

65,66 

58,86 

38,55 

4534 

19,41 

1W7 

66,02 

38,10 

7,89.37 

634,49 
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^ THE BANK OF TOKYO, LTD. 

(Incorporated in Japan Liability of Members Limited) 


Schedule 1? —Accounting policies and notes forming part of the accounts for the year ended 

31st March 1992 

1. Principal Accounting Policies 

(1) General 

The accompanying financial statements have been prepared on the historical cost basis and confirm to the statutory provision* 
and practices prevailing in the country. . 

(2) Transactions involving Foreign Exchange 

Monetary assets and liabilities as well as outstanding Forward Exchange Contracts are translated half yearly at rates prescribed 
by FEDAI and the resulting proftt/loss is accounted for. Guarantees. Letter of Credits and Acceptances are translated at 
T.T. (Middle) rates. 

(3) Investments 

Investments are valued at the lower of cost or market value. Unquoted investments are taken at book value. 

(4) Advances 

(a) Provisions for doubtful advances have been made to the satisfaction of the auditors in respect of identified advances, baaed 
on a periodic review of advances and after taking into account the realisable value of securities and the portion of advance 
guaranteed by the Deposit Insurance and Credit Guarantee Corporation, the Export Credit & Guarantee Corporation and 
similar statutory bodies. 

(b) Provisions in respect of doubtful advances have been deducted from advances. 

(c) Provisions have been made on gross basis. 

(3) Fixed A use l» 

(a) Premises and other fixed assets have been accounted for at their historical cost. 

(b) Depreciation has been provided for on the diminishing balance method. 

(6) Staff Benefits 

Provision for gratuity /pension benefits to staff has been made on an accrual basis. Separate fund for pension has been created. 

(7) Net Profit 

(a) The net profit disclosed in the profit and loss account is after 

(i) Provision for taxes on income. 

(ii) Provision for doubtful advances. 

(iii) Provision for depreciation in the value of specific investments which are valued at lower of cost or market value. 

(8) Contingency funds have been grouped in the Balance Sheet under the head "Other Liabilities and Provisions” 

II. Notes on the Accounts 

(1) As in the earlier years, depreciation has been provided at the rates (Premises 5%, Furniture and Fixture 10% and Air-conditioner, 
Typewriters, etc. 25% (Previous year 33 '/•%) Specified in the Income Tax Aci. I%1. 

(2) (a) Head Office administrative expenses have not been charged in the accounts and provision for taxes has been computed without 

deduction of such expenses. 

(b) Provisions and contingencies includes Rs. 2076.74 lacs being provision for Taxation. 

(3) Inter-Office balance is net of Rs. 343.73 lacs being amount received from Head Office for the acquisition of residential premise* 
for Bank’s Officers. 

(4) Previous year’s figures have been rcgrouped/rcarranged wherever necessary to conform with the amendments made to the Third 
Schedule of the Banking Regulation Act. 1949. 


Auditor*' Report 

1. We have audited the attached Balance Sheet of Indian Branches of The Bank of lokyo, Ltd, as on 31st March 1992 and also the 
annexed Profit and Loss Account for the year ended on that date in which are incorporated the returns from Calcutta and New Delhi 
branches, audited under Section 228 of The Companies Act, 1936 by other auditors. 

2. In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949. read together with the provisions of sub-sections (I), 
(2) and (3) of Section 211 and sub-section (3) of Section 227 of The Companies Act. 1956, the Balance Sheet and Profit and Loss 
Account are not required to be and are not drawn up in accordance with Schedule VI to The Companies Act, 1936. The Accounts 
are therefore, drawn up to conform with Forms A and B of the Third Schedule to the Banking Regulation Act, 1949. Subject to 
the foregoing observations, we report that in accordance with sub-section (3) of Section 30 of the Banking Regulation Act, 1949. 

a. We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purposes 
of our audit and have found them to be satisfactory; 

b. The transactions of the Indian Branches which have come to our notice have been within the powers of the Bank; 

c. In our opinion, proper books of account, as required by law, have been kept by the I ndian Branches of the Bank so far as appears 
from our examination of those books; 

d. The report on the accounts of Calcutta and New Delhi Branches of the Bank, audited by the respective Branch Auditors, were 
received and properly dealt with by us, while preparing our report; 

e. The Balance Sheet and the Profit and Loss Account dealt with by this report are in agreement with books of account and the returns; 

f. In our opinion and to the best of our information and according to the explanations given to us the said accounts give the information 
required by The Companies Act, 1936 in the manner so required, for Banking companies and read together with the notes, give 
a true and fair view; 

(i) In the case of the Balance Sheet of the state of affairs of the Indian Branches of the Bank as at 31st March 1992, and 

(ii) In the case ot the Profit and Loss Account, of the Profit for the year ended on that date. 

For C. C. CHOKSHI A CO. 
Chartered Accountants 
Sd/- 

Bombay R. SAL1VATI 

Dated' 26 June 1992 Partner. 
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Universal Immunisation Programme in India 

Issues of Sustainability 

Manu N Kulkarni 

The Universal Immunisation Programme (UIP') in India has made an effort to make at least one vital service 
to the mother and child accessible and affordable. Universalisation of immunisation is the first step towards health 
for all. Unlike small pox, which was eradicated once for all, immunisation is a continuous and ongoing process. 
Anyone concerned with public health must now think of the various issues of the sustainability of UIP. 


THE Universal Immunisation Programme 
(UIP) was launched in 1985 by the govern¬ 
ment of India (GOI), ministry of health, as 
a national programme with t he objective of 
immunising 85 per cent of new borns and 
100 per cent of expectant mothers by 1990 
against six vaccine preventable diseases, viz, 
measles, pertusis (whooping cough) neo¬ 
natal tetanus, polio, tuberculosis and 
diphtheria. 1 Subsequently targets were 
revised to achieve 100 per cent coverage 
levels, so as to make it universal, although 
technically 85 per cent coverage levels would 
ensure herd immunity, except for pregnant 
mothers who need to be covered fully (Com¬ 
munication issued by Ministry of Health, 
National Immunisation Mission to all States 
dated September II, 1990 to cover 100 per 
cent of the eligible infants). Available figjues 
on coverage levels achieved reveal that in all 
states and UTs near 100 per cent coverage 
levels have been achieved in all antigens ex¬ 
cept measles. 

Some critics have questioned the UIP 
itself by dubbing it as a selective primary 
health care intervention, and “an unholy 
alliance of national and international power 
brokers [who] could impose their will on 
hundreds of millions of human beings liv¬ 
ing in the poor countries of the world and 
make them forget all that happened at Alma 
Ata in 1978. 2 Unfortunately primary health 
cate has been given many different defini¬ 
tions in different contexts. Even in the same 
country, where contexts change, over time, 
definitions have also differed. For some 
primary health care is no more than first 
contact care For others it means using 
primary level health care personnel to carry 
out basic health care services, and for still 
others it means a second class of medicine 
in areas where appropriate medical care can¬ 
not be given to the majority of the popula¬ 
tion. Many of these definitions, including, 
selective primary health cate, are not con¬ 
sistent with the term primary health care as 
used at the Alma Ala. The report of the 
director general of WHO and executive 
director of UNICEF on Alma Ata Con¬ 
ference of 1978 states: 

Primary Health Care U a practical approach 
to making essential health care universally 
accessible lo individuals and families in the 
community in an acceptable and affordable 
way, and with their full participation. The 
approach has evolved over the yean partly 
in the light of experience, positive and 


negative, based on basic health services in a 
number of countries. But it means much 
more than the mere extension of basic health 
services. 

It has social and development dimensions, 
and if properly applied, will influence the 
way in which the rest of the health system 
functions. Its shape is determined by social 
goals, such as improvement of the quality of 
life and maximum benefits to the greatest 
number and these goals are attained by social 
means, such as acceptance of greater respon¬ 
sibility for health by communities and in¬ 
dividuals and their active participation in at¬ 
taining it. The healthier people are the more 
likely they are able to contribute to social and 
economic development and such develop¬ 
ment in turn provides the additional 
resources and social energy that can facilitate 
health development. So primary health care 
and community efforts towards social and 
economic development in general are most 
likely to succeed when they arc mutually sup¬ 
portive. Also just as the health sector func¬ 
tions best in harmony with other social and 
economic sectors, so there is a need for har¬ 
mony within the health sector through sup¬ 
port to primary health care by all other levels 
(emphasis mine). } 

UIP in India has made an effort to pro¬ 
vide at least one service to the mother and 
child accessible and affordable and univer¬ 
salisation of immunisation is the first step 
towards health for all. Unlike smallpox, 
which was eradicated once for all, im¬ 
munisation is a continuous and ongoing 
process of ensuring protection to all the new¬ 
borns round the year. Unfortunately 
overzealous promotion of family planning 
programme to the neglect of MCH pro¬ 
gramme, in the last four decades, has not 
brought down the birth rates nor the infant 
mortality rates, which have close 
relationships. 

Among the poor communities simple 
arithmetic works—more children mean 
more hands and if some die some remain 
and child survival assumes a critical issue 
among the poor. If children born survive 
there is no need for more children. The 
critics of UIP therefore have to see this sim¬ 
ple logic and assess iu strategic importance 
to the demographic situation of the coun¬ 
try. It is the neglect of mother and child 
health component of family planning pro¬ 
gramme in the past which has contributed 
to the slow pace of fertility reduction. There 


is global evidence to show that whoever 
mortality is high fertility is also high. 

Fertility and Child Survival are closely link¬ 
ed and no single direction of cause and ef¬ 
fect can be completely demonstrated. When 
a child survives, the chances of leaving good 
space between births is more easily ensured. 
Secondly only when the number of children 
surviving exceeds (he parents' desired fami¬ 
ly size will they consider family planning for 
purposes of limiting their family lire 
although the evidence is quite dear that spac¬ 
ing itself is necessary for the survival of 
children. 4 

Any attempt to reduce fertility without 
reducing mortality would be like putting the 
cart before the horse. UIP would therefore 
help in reducing India’s exploding 
population. 

This note is an attempt to analyse the sus¬ 
tainability aspects of UIP and not to go in¬ 
to the merits or demerits of UIP as such, 
because universal child immunisation has 
been accepted by world public health leaden 
as both an affordable and cost effective 
strategy not only for child survival but also 
for promoting primary health cafe.’ 

The outcome of Bcllagio meeting was a 
plan not only to immunise all the world’s 
children as an impetus to primary health 
care, but also to promote other effective 
means—ranging from oral rehydration to 
child spacing and family planning, where 
and when opportunities presented them¬ 
selves, to reduce morbidity and mortality in 
this most vulnerable of all groups. UIP has 
come to stay in India and anyone concern¬ 
ed with public health must now think of its 
various sustainability issues, than engage in 
absurd polemical discussions. One knows 
little about how to sustain UIP nor is one 
clear about what we mean by sustainability. 
Therefore any discussion and debate on sus¬ 
tainability of UIP is one step forward in 
understanding its various dimension*. 

UIP was launched in India as a living 
memorial to the late prime minister Indira 
Gandhi and as such lot of political commit¬ 
ment was visible since the inception of the 
programme. A national co-ordination com¬ 
mittee for UIP was constituted with the 
health secretary as chairman and other 
members from Indian Academy of Paedia¬ 
trics, Indian Medical Association, Rotary 
International, etc 
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All (he 500-odd districts and union ter¬ 
ritories were selected in a phased manner, 
adequate stm'f was sanctioned at the district 
to handle this programme. The UIP was 
given the status of a Technology Mission in 
1988 which provided a sense or urgency to 
the programme Any assessment of such a 
vast programme particularly in a country of 
India’s size, dimension and complexity, has 
to be based on certain managerial tests. Is 
it possible for one programme like UIP with 
high coverage attained quickly, to be less 
vigorous than another with lower coverage 
but pulling for a long? Can an Indian UIP 
be an ideal one which has achieved high 
(overage but will also sustain it? An ideal 
UIP might be judged on what is called 
ACLIVE principle 6 

I 

Administration and Organisation 
of UIP 

UIP was well-designed at the central level 
with joint secretary of health as mission 
director and at the state-level a full time state 
(EPI) officer was mission director. But at the 
district level, although the post of district 
immunisation officer (DIO) was created and 
the majority of states did appoint them, they 
were a dejected lot in terms of their powers 
for drawing and disbursing funds, control 
of staff under them and (heir equation with 
powerful district family planning officers 
(DFPOs). 

In some states both DIOs and DFPOs 
came into conflicts even for spending small 
amounts for repair of immunisation vehicles 
and for getting electrical wirings done for 
cold room, the DIOs had to depend on 
DFPOs. Wherever the district civil surgeons/ 
chief medical officers (CMOs) were 
managerially effective there were no conflicts 
between DIOs and DFPOs. The attitude of 
some CMOs weie no different. We still hear 
the CMOs saying that immunisation pro¬ 
grammes are affecting the family planning 
work, without realising that both are sup¬ 
portive to the health of mother and child. 

In the long run at the district level the 
dichotomy of providing two officers one for 
immunisation and another for family plan¬ 
ning could be done away with so that child 
survival and child spacing is considered as 
a continuum. 

At the level of primary health centre, the 
medical officers (MOs) and at the sub¬ 
centre, the multipurpose health workers 
(MHWs) really matter in the provision of im¬ 
munisation services. At this level immunisa¬ 
tion cannot be done under the ‘camp’ style 
of the family planning programme. However, 
given a choice MHWs and MOs would like 
to do family ’planning rather than provide 
immunisation because of the incentive 
money involved in family planning. Sus¬ 
tainability of UIP demands that workers 
provide immunisation on a fixed day and 
time once a month. Although fixed day 
strategy has been accepted by the GO! at the 


sub-centre level, this strategy is still to be in¬ 
stitutionalised in many states. Disruption of 
vaccination session is still common. One 
study revealed that out of 383 workers at 
sub-centres 54.2 per cent stated that they ex¬ 
perienced disruption in immunisation 
services. 

The proport ion of workers stating reasons 
for disruption were 50.6 per cent due to shor¬ 
tage of vaccine/diluent, 37.3 per cent called 
for other duties, 28.8 per cent absence of 
workers, 23 2 per cent due to lack of 
transport, 7.4 per cent due to shortage of 
syringes and 6.8 per cent due to shortage of 
needles. 7 A successful fixed day strategy 
presupposes (hat the frequency, timing, place 
and name of vaccinators are made known 
to the villagers and urban dwellers and that 
the supervisors are free to visit any of the 
fixed day centres for inspection without 
prior notice. Haryana state EPI mission has 
designed micro-plans for each of their PHC's 
in the state. Vaccination services are provided 
in all the sub-centres of the PHCs every week 
in such a way that all the villages attached 
to the sub-centres are covered once a month 
for immunisation services. 

UIP cannot sustain unless in thousands 
of PHCs, sub-centres, and urban health 
centres, immunisation services are provided 
as a routine service. In urban slums, small 
towns and large cities because of inadequate 
health infrasti ucture and floating migrant 
population, immunisation services remain 
sporadic: A large number of private medical 
practitioners (PMPs) are still not tapped for 
immunisation, because the system of inden¬ 
ting and supplying vaccines to them, feed 
back from them has not yet been perfected. 
A large number of infants and mothers still 
miss vaccinations, involuntarily. 

In one of the surveys on missed oppor¬ 
tunities for immunisation done by Christian 
Medical College in Ludhiana it was reveal¬ 
ed that out of 120,0-23 months children who 


visited the CMC OPD for sickness treat¬ 
ment, nearly 80 children missed getting vac¬ 
cinated because of lack of vaccination.* 
Daily vaccination in major urban 
hospitals would reduce missed opportunities 
and increase (he sustainability. Routine 
recording of immunisation status of all eligi¬ 
ble children, who attend OPDs, would in¬ 
crease coverage levels as well as sustain them. 
One of the reasons for not providing daily 
immunisation is the fear of vaccine wastage, 
absence of cold chain facility, etc. But with 
the availability of 1- or 5-dose vaccines, 
vaccine wastage need not be a deterrent for 
daily vaccination. Although the ministry of 
health (GOl) has clarified that even if one 
child comes for vaccination, a vial has to be 
opened, the fear of audit haunts the health 
workers, who want to make sure that cost 
of wastage is not deducted from their 
salaries. 

Mass immunisation camps are no sub¬ 
stitute for fixed-day strategy. 

Where infrastructure and managerial skills 
are weak, efforts may falter earlier, and even 
initial efforts, if not properly planned and 
executed, may exact an exorbitant cost in 
terms of other health activities, suspended 
in ordet to cany out these immunisation ac¬ 
tivities. in such camps older children who are 
able to walk on their own, receive most of 
the vaccines.* 

In nationwide mass immunisation camps 
held in October, November and December 
of 1990, in collaboration with state health 
departments, the Rotary International and 
the Indian Medical Association, many such 
older children got vaccinated. F.xperiencc in 
other countries is no different, in Senegal 
the average monthly coverage rate during the 
six months following the campaign was only 
29.8 per cent as opposed to 40 per cent 
during the five months before the campaign. 
The greatest share of immunisations (53.3 
per cent of the total) was achieved by the 


Table I: Cold Chain Equipment Supplied by UNICEF 

(Rs Millions) 


Recurring 1985-90 Non-Recurring 1985-90 

Total Total 
(Numbers) (Expen¬ 
diture) 


Vaccines 

820.25 

Walk in coolers 

275 

47.72 

Syringes and needles 

328.50 

Deep freezers 

2125 

19.20 

Immunisation cards 

102.50 

ILRs 

28000 

287.20 

POL vans vehicles 

34.20 

Vaccine carriers 

300000 

69.85 

Maintenance allowance 


Transportation—van vehicles 

800 

65.40 

mopeds (as per state rules) 

43.80 

Moped 

30000 

226.20 

Maintenance repairs cold 


Refrigerated trucks 

4 

2.10 

chain (5 per cent) 

40.67 

Total 


717.67 


Health education material 
(3.5 per cent) 49.75 

Monitoring and evaluation 
(2 per cent) 27.35 

Contingency (2 per cent) 27.35 

Incentive (2 per cent) 27.35 

Salaries (5 per cent) 69.75 

Total 1571.47 


Sourer. Towards Universal Immunisation, Ministry of Health, Government of India, 1985, p 59. 


1432 


Economic and Political Weekly July 4, 1992 



social centre* which were already carrying 
out immunisations before the campaign. 10 
Fixed and/or mobile, strategies resulting 
combinations have different costs and dif¬ 
ferent results. 

No one has proven which combination 
results in the highest coverage sustained over 
the long term. It seems probable that the 
most robust approach is the flexible one, to 
combine strategies according to local needs, 
resources and opportunities, yielding the 
most, for the least for the longest." 

II 

Census or Enumeration of 
Pregnsuat Mothers and New-born8 

Identifying the pregnant mothers and 
new borns in rural and urban areas and 
bringing them for vaccination is a difficult 
process for the health workers. Enumeration 
is a continuous process and there are no 
perfect systems for identifying the target 
group. 

Present problems of delayed vaccination 
or non-vaccination of infants and pregnant 
mothers, are attributed partly to the ‘missed’ 
pregnant mothers and infants from the 
enumeration register’ of these eligibles. Suc¬ 
cessful identification and registration of 
new borns for vaccination depends on the 
success achieved in identifying the pregnant 
women/mothers for vaccination (including 
anti-natal care). Unfortunately among poor 
communities pregnancy is never revealed 
early and anti-natal care is almost non¬ 
existent, because these women do not in¬ 
teract with formal health systems. Informal 
health systems like Traditional Birth Atten¬ 
dants, with whom pregnant women of poor 
communities interact, do not always insist 
on TT vaccination. Once these pregnant 
mother, ju; missed from anti-natal care and 
TT vaccination, th-ii new borns are also 
missed from being i it. .mated. 

Inter-village and »>« m« ii migrations of 
pregnant women compound tht problems d 
their identification. New-born s are presently 
identified through birth registration system. 
Birth and death registration is compulsory 
under the law. But birth registration is done 
for several purposes like admitting a child 
for school, for claiming consumer benefits 
like getting a ration card, etc. The person 
who registers the birth is different from the 
person who vaccinates and if there is no co¬ 
ordination, the child is likely to miss or delay 
the vaccination. The mother might have 
registered herself for anti-natal care in one 
village/town, but she delivers in another 
village/town. (Generally for first deliveries 
women go to their parents’ village/town.) If 
she has an anti-natal card it helps the health 
worker to track her vaccination status 
despite migrations. Women who are worried 
about their next meal never bother about 
ami-natal care or card. 

As part of UiP the government of India/ 
stats have evolved village enumeration (cen¬ 
sus) registers for pregnant mothers and in¬ 


fants, to track them for vaccination. For this 
system of enumeration to work, the health 
worker has to be smart enough to know the 
village families intimately so that she/he 
dos not miss any eligible mother or infant. 
In urban areas problems are compounded 
because of the poor health infrastructure 
and human power shortage for MCH care. 
Perfect enumeration needs horizontal co¬ 
ordination with several groups which interact 
with women, like women’s clubs, women's 
co-operatives, well-baby clinics, etc In 
Himachal Pradesh the EPI mission urged all 
mahila mandals in the state to identify first 
and foremost a newly married girl in their 
respective villages and track her to know 
when she gets pregnant, when she delivers 
a child, so that at every stage maru La mandal 
members keep the health worker informed. 
Accurate census or enumeration to capture 
all eligible mothers and infants is therefore 
critical to the sustainability of UIP. 

Ill 

Logistic n and Cold Chain 

Although oral polio vaccine became 
available as early as in 1968, the incidence 
of poliomyelitis did not show a sustained 
decline until proper attention was given to 
the managerial aspects of the programme in¬ 
cluding the cold chain. In UIP logistics en¬ 
tail two principal activities—timely provision 
of vaccines, needles and syringes and main¬ 
tenance of a reliable cold chain to keep 
vaccines viable Without a working cold 
chain provision of correct amounts of vac¬ 
cine and other necessary equipment is 
useless. Cold chain is a system that ensures 
the potency of a vaccine from the time of 
manufacture to the time it is given to a child 
or a pregnant woman. 

All vaccines are sensitive to heat and BCG 
and measles vaccines are also sensitive to 
ultraviolet light. A lot of heat at one time 
<e g, in a closed vehicle in the sun) or a little 
amount of heat over many exposures (con¬ 
stant openings of refrigerator door) can 
damage vaccines to the same extent. Further¬ 
more some vaccines should be frozen at 
some points along the chain, while other 
vaccines must never be frozen, which in¬ 


creases the com plenty of the cold chain (we 
chart I). Two critical issues assume impose 
tance (a) How many scheduled immunisa¬ 
tion sessions had to be cancelled or postpon¬ 
ed because of lack of logistics support, in* 
eluding lack of vaccines, injection and 
sterilisation materials, transport, fud, 
kerosene, etc, (b) Are all injections being 
given with a sterile syringe and a sterile 
needle? 12 

UIP has brought in its wake for the first 
time in India a massive cold chain structure 
from the manufacturer right up to the 
districts, PHCs and sub-centres. Tkble 1 
reveals the cold chain equipment supplied 
by UNICEF as part of the UIP in India dur¬ 
ing 198$-90 worth Rs 717.67 million. The 
recurrent costs during 1985-90 were esti¬ 
mated at Rs 1,571.47 million. The start up 
costs of providing cold chain equipment, 
vaccines, injection equipment for a popula¬ 
tion of 10 million are estimated to be almost 
two million dollars. The recurrent costs of 
the cold chain like spare parts, tools, account 
for the largest proportion of operating costs 
(44 per cent), whereas capital costs include 
23 per cent for purchase, 6 per cent for 
delivery, 25 per cent for energy. According 
to UNICEF the overall share of total pro¬ 
gramme expenditure utilised for recurrent in¬ 
puts is in the order of 40 per cent, with varia¬ 
tions between 15 and 54 per cent, depending 
upon the type of country and programme 
sector (Tkble 2). 

Sustainability of UIP means the recurrent 
costs are absorbed by the UIP host country, 
so that external funding support is gradually 
phased out and self-sustaining health care 
services are adopted over a period of time. 
At present UIP is a centrally-sponsored pro¬ 
gramme and the states would continue the 
programme as long as the centre keeps it 
going. If UIP is just the beginning for 
building the edifice of primary health care; 
then the UIP infrastructure has to be 
strengthened. Under the family welfare 
(planning) programme, which is also a 
centrally-sponsored programme, contingency 
funds for repair of vehicles, consumables like 
kerosene, are mostly adequate and these are 
at the disposal of DFPOs and in some states 


Chart I 


Vaccine Level I Central Store Regional | Health Care Transport 

Maximum Storage Timejup to 8 months up to 3 months | up to I month up to I week 


Measles 
Yellow Fever 
Oral Polio 

DPI 

Tetanus Toxoid 

IPV 

OT 

BCG 


I5 C to 25'C 


_ J 


2“C to + 8°C 


Notr. — Never freeze DPT, IPV or Tetanus tall of which freeze at temperatures below 3°C) 
— Storage times are recommended maximum figures. 

Remember to check expiry dales. 

_ (Adapted from ‘Manage the Cold Cham ', WHO, February 1985.) _ 
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DIO* arc not even allowed access to these 
contingency funds. 

In a typical state, for a fiscal year, the 
family planning (welfare) budget is roughly 
Rs 89 lakh. Whereas UIP budget is around 
Rs 36.41 lakh. A large chunk of the family 
planning budget goes towards incentive 
money for motivators, acceptors and other 
Intermediaries. In contrast UIP has 
demonstrated that without cash incentive 
mothers do get their infants vaccinated if 
quality vaccination services are provided. If 
both programmes are combined there would 
be economies of scale in expenditure and 
more MCH and family planning services 
could be provided at less cost—the same 
worker providing family planning and im¬ 
munisation services more efficiently and 
effectively. 

At present depending on the mercy of 
DFPOs the DIOs get some contingency 
funds. Some states have made a provision 
of Rs 2400 per year per PHC as contingency 
for purchase of kerosene, etc. In many sub- 
centres it is usual to find stoves without 
kerosene, there is kerosene but no stove, 
sometimes the stove is not working, if both 
are there; there is no* drum steriliser! But 
there are also smart health workers in these 
sub-centres, who mobilise community help 
to carry out safe vaccination, despite 
kerosene shortage and other handicaps. This 
author came across a health worker in the 


Shivalik hills of Himachal, who befriended 
a tea-shop keeper to get her needles and syr¬ 
inges sterilised, when her store and kerosene 
failed. 11 This worker was found adopting a 
primary health care strategy in the real sense 
by involving the communities. 

There are far-reaching implications of 
sterilising needles and syringes, in the con¬ 
text of primary health care. It is now well- 
established that human immunodeficiency 
virus (HIV) causes acquired immunodefi¬ 
ciency syndrome (AIDS). HIV spreads 
among others, through the use of unsterile 
needles and other skin-piercing practices. 
Women of reproductive age are more likely 
to haw contact with health care providers 
than men because of their need for pre-natal 
care and family planning services and their 
children’s need for immunisation. 14 Hence 
health workers need to be constantly 
oriented on the dangers of using unsterile 
needles and syringes and promoting, what 
is called, sterile needle and sterile syringe for 
every child that comes in contact. 

Reusable syringes and needles are cost- 
effective and safer than disposable ones. In 
a vast public health infrastructure that is 
prevailing -in a country of India's size, 
disposable syringes are less likely to be 
disposed of, because of the temptation of 
the workers to recycle them or sell them 
back. Hence the danger of HIV. In the past 
in the early days of family planning, con¬ 
doms supplied by the family planning clinics 
srere freely used by children as balloons. 
Disposable syringcs/needlcs in PHCs and 
sub-centres, if not properly destroyed, would 
have the dangerous consequences of being 


recycled back in the health system. Hence 
UIP managers hare to budget for reusable 
syringes and needles for long-term sus¬ 
tainability of UIP, till such time ’auto- 
destruct' syringes are commercially made 
available 

India has still not achieved self-reliance 
in its manufacturing capacity of cold chain 
equipment and the efforts of the technology 
mission on immunisation have not borne 
fruit. Even simple cold chain equipment like 
vaccine carriers or drum sterilisers are not 
taken'up by manufacturers on a large scale, 
because there is not much demand either 
from state health directorates or from PMPs. 
An effective cold chain system at the state, 
district, PHCs and sub-centres presupposes 
that (a) there is no breakdown of the cold 
chain, due to failure of electricity, (b) con¬ 
tingency grants are adequate to carry out 
minor repairs involving small expenditures, 

(c) health workers have sufficient stocks of 
consumables like kerosene, cotton, etc, 

(d) workers carry vaccines to their sub¬ 
centres and out-reach sessions in vaccine car¬ 
riers with full frozen ice packs and not water 
filled packs, (e) if there is breakdown of the 
cold chain at any level, the repair is done 
within 24 hours and the damaged vaccines 
are destroyed, and (f) ensure honest check¬ 
ing of temperature of each link in the chain 
every day. If UIP is to be sustained, then sus¬ 
tainability, of cold chain is an important 
desideratum. UIP cold chain can also be 
used for distributing essential drugs, family 
planning supplies, blood collection and 
distribution, etc. 

At present the centre, states and districts 
do forecast vaccine requirements fairly well, 
but forecasting of other UIP supply needs, 
such as equipment and spare parts is not 
developed as yet. “Improved inventory and 
stock control systems are needed urgently in 
order to provide (a) cost data for forecasting 
budgets, (b) utilisation data for forecasting 
requirement for vaccines, supplies and 
spareparts, (c) equipment and transport 
replacements".!! However, in many slates 
Health and Equipment Repair Organisations 
(HERO) are still not established and in the 
absence of such HEROs, cold chain equip¬ 
ment maintenance would pose problems. 
Transport expenditures account for approxi¬ 
mately 20 per cent of UNICEF and other 


bilateral agencies assisting UIP. Although 
transport is a major UIP logistics concern, 
it has been sadly neglected. It is a familiar 
site in majority of civil hospitals in the 
country to see grounded jeeps, station- 
wagons—an appearance of graveyard of 
four-wheelers! 

IV 

Information, Education and 
Communication 

When the Indian family planning pro¬ 
gramme was launched in the early 60s, the 
Information, Education and Communica¬ 
tion (1EC) component was basically directed 
towards motivating eligible couples in the 
reproductive age group to adopt family plan¬ 
ning practices and the media used was 
basically the print media and the ratio (TV 
was not available then). The providers of 
family planning services, mostly the doctors, 
were not subjected to rigorous training and 
orientation in IEC. Family planning was 
treated more as a ‘medical technique 1 than 
a social action, involving mothers and 
fathers who were the prime actors. There 
were few attempts to learn about people's 
beliefs, acceptance and practices on family 
planning nor were there conscious decisions 
to link family planning to maternal and child 
health or to the well-being of the family. 
However UIP was launched in 1985 with bet¬ 
ter media endowment, good training of 
health workers and doctors and with at¬ 
tempts to build a people’s programme so that 
maternal and child health was viewed as a 
first step towards a healthy family. “Efforts 
to augment demand generation and com¬ 
munity participation for immunisation must 
focus on the consumers of the programme 
with due regard to their problems, needs, 
biases and aspirations. Highest level of 
political commitment to the programme can 
have a maximal translation into action by 
appropriate health education and dissemina¬ 
tion of information in a language people can 
understand and with a cultural bias familiar 
to them" 1 * 

UIP managers both at the centre and 
states have tackled IEC efforts in the follow¬ 
ing ways during 1985-90: 

(a) TVaining and communication of UIP 


Table 2: Percentage Of Recurrent Costs in Total UNICEF Assistance 


Type of Programmes 

Least Developed 
Countries (UN- 
Designation) 

Non-LDC 
Lower/Lower- 
Middle Income 
Countries like 
India 

Upper, Middle 
and Higher Income 
Countries 

EPI 

54 

44 

46 

Diarrhoea! disease control 

52 

50 

47 

Wster and sanitation 

37 

IS 

39 

Education 

35 

30 

43 

Nutrition 

34 

40 

26 

Other basic health 

40 

27 

26 


Sourer. UNICEF Policy Review: Problems end Priorities Retarding Recurrent Costs. UNICEF, 
NY. 1988, p 16). 
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for government sector medical officers, 
health workers, ICDS workers, teachers, etc. 
(b) Communication of UIP related messages 
to mothers and fathers, through radio, TV, 
print and folk media, (c) Motivating NGO 
sectors like Rotary, Lions, Indian Medical 
Association members, medical college facul¬ 
ty to take up social mobilisation activities 
for UIP. All these were attempted in dif¬ 
ferent states in varying degrees of success 
and disappointment. Three-tier training for 
UIP was attempted, the first tier for the 
district-level programme officers, the second 
tier for the PHC level doctors who super¬ 
vise UIP and the third tier for the sub-centre 
level health workers/ANMs who actually did 
the vaccination work. The central ministry 
of health adapted sections from the WHO’s 
four-volume Training Manual on National 
Immunisation Programme, viz. ’Conducting 
the Immunisation Session’, ‘Manage the 
Cold Chain System’, ’Evaluate Vaccination 
Coverage’ and ‘Conduct Disease Surveil¬ 
lance’. In addition 'manuals for health 
workers’ on UIP in regional languages (jyte 
brought out in large number. WHile there 
was no dearth of manuals, teaching aids like 
video cassettes on different facets of UIP, 
the actual training and orientation left much 
to be desired. 

For instance the ministry of health has 
allowed vaccine wastage up to SO per cent 
for heat-sensitive vaccine like polio, measles, 
but these instructions, in some states, have 
not been passed on to health workers, who 
actually do the vaccinations. TVaining and 
supervision particularly in a person-intensive 
programme like immunisation, go together, 
because the PHC medical officer who super¬ 
vises an immunisation session conducted by 
a health worker, whether in a clinic or an 
outreach session, can observe the mistakes 
that take place in actual vaccination (e g, 
problems like the health worker doing sub¬ 
cutaneous vaccination where it should have 
been intramuscular, or refusing to vaccinate 
a child with minor fever, etc; could all be cor¬ 
rected on the spot). 

In one of the KAP studies done by Na¬ 
tional Review of Immunisation in 1989, the 
answers given by auxiliary nurse midwives 
(ANMs), to a dominant question “If a 
mother brings a child having one of the 
following six conditions, would you accept 
child for vaccination or refuse?", wete reveal¬ 
ing (see Ihble 3). _ 

This means training and orientation of 
ANMs leaves much to be desired. Unfor¬ 
tunately, wherever this author has visited 
PHCs in some states, medical officers feel 
that “it is too small a job for them to look 
into”. Doctors' own knowledge not only on 
MCH practices but also on many other 
public health issues depends on how much 
they keep updating their knowledge. There 
sre no periodic regional language public 
tcalth newsletters to reach the health 
workers across the country. (Recently the 
Ami Graduate Institute of Medical Educa- 
ibn and Research, Chandigarh, has laun- 
:hed out a quarterly English newsletter. 


Paediatric Primary Care, for distribution to 
all the PHCs. in the country. The ministry 
of health (GOI) brings out in English a 
monthly National Immunisation Mission 
Feedback Information and Technical 
Update. If this is brought out also in 
regional languages health workers would 
benefit, and this would contribute to some 
extent to the sustainability of UIP. Already 
30 districts have been selected for acute 
respiratory infection disease reduction and 
many districts are implementing plans for 
control of diarrhocal diseases. Hence instead 
of just calling it National Immunisation 
Update, it could be called National Mother 
and Child Health Mission Update and in¬ 
clude all operational experiences of MCH 
programmes across the country. 

Mass communication for UIP has been 
tremendous and the media penetration parti¬ 
cularly TV messages on immunisation has 
been exciting. This has no doubt helped to 
generate demand for immunisation services, 
in those areas which have high per capita en¬ 
dowment of TV sets. In some states notably 
in Punjab the song and drama division of 
the ministry of information and broad¬ 
casting has trained folk artists to spread 
messages on immunisation and child health. 
Both the electronic and folk media can sup¬ 
plement the KAP of mothers and fathers 
towards family health. 

Sustainability of IEC presupposes that all 
the facts for life are spread in unison so that 
primary health care strategies are understood 
both by service providers and consumers. 
Nobody has calculated the cost of re¬ 
plenishing and improving IEC materials sup¬ 
plied country-wide during 1985-90. Already 
a large number of tin-plated posters on vac¬ 
cine preventable diseases distributed in 1983 
all over the country have been disfigured and 
lie rusted. Stales which have reached high 
coverage levels in UIP have to concentrate 
on disease reduction and accordingly IEC 
materials have to be different from those for 
states which have not reached high coverage 
levels. After all the objective of UIP is not 
vaccination but disease reduction. What is 
the role of villagers and town dwellers in 
reporting outbreak of vaccine preventable 
diseases? A plethora of IEC materials 
designed for different segments of the con¬ 
sumers like school teachers, village elders, 
opinion makers, mothers, doctors, health 
workers at different periods of time have to 
be continuously updated and discarded, so 
that messages are not out of tune with 
changing epidemiological situation. 

Efforts to motivate NGO sectors like 
Rotary, medical colleges and the Indian 
Medical Association fraternity during 
1985-90 have been a mixed experience. Some 
say that if two doctors disagree on a 
diagnosis, the patient dies! Several doctors 
in medical colleges and in the Indian 
Medical Association, the Indian Academy 
of Paediatricians, expressed differences on 
a range of UIP matters like different 
schedule of immunisation, storage, transport 
of vaccines and special situations in which 


various vaccines and use of immuno¬ 
globulins may be used. This resulted in con¬ 
fusion among the lay public and the clini¬ 
cians alike. In one medical college this 
author had seen three types of immunisa¬ 
tion schedules that were adopted, one in the 
paediatric department, another type in the 
gynaecology/obstetrics department and a 
third in the department of social and preven¬ 
tive medicine! The national schedule of im¬ 
munisation adopted by the ministry of 
health (GOI) was distorted, creating confu¬ 
sion in the minds of mothers. The Indian 
Academy of Paediatrics had to bring out an 
update on immunisation in practice to help 
to dear the con Dieting opinions of different 
PMPs. 11 

Universal child/mother immunisation 
means both private and public sector doc¬ 
tors vaccinate at every opportunity. At pre¬ 
sent in urban areas not all PMPs are doing 
immunisation in their clinics, despite will¬ 
ingness of district civil surgeons/chief 
medical officers to provide cost-free vac¬ 
cines, but with a stipulation that PMPs fur¬ 
nish data on vaccinations done, every time 
they obtain fresh stock of vaednes. PMPs 
are allowed to levy what are called 'service 
charges’ but not the price of t he vaedne. But 
this author’s experience in some of the urban 
areas is that the PMPs do not have cold 
chain facilities, they do not have a thorough 
knowledge of vaedne preservation methods, 
and do not have adequate logistics to bring 
vaednes from the district stores. Some PMPs 
treat the vaccines as drugs which can be 
storedon shelves! Hence IEC for PMPs has 
to be designed selectively and followed up 
with constant orientation, feedback and 
back-up system for proper reporting of vac¬ 
cinations done as well as surveillance of vac¬ 
cine preventiblc diseases to the district/PHC 
medical officers/municipal authorities, etc 
At present reporting of vaccinations done 
by PMPs is either weak or non-existent. 

The Rotary ‘polio-plus’ programme in 
India has been contributing both money and 
voluntary humanpower for sodal mobilisa¬ 
tion towards UIP. Voluntary humanpower 
of the Rotary came forward in different 
places in different ways, some contributed 
IEC materials like banners, posters and some 
went from house-to-house and brought the 
digible infants and mothers for vaednation 

Table 3: ANMs' Responses on Immunisation 


Conditions from Percentage of ANMs 

which the Chifd is Giving Response 


Suffering 

Refuse 

Accept 

1 Cough/cold 

53.2 

46.8 

2 Diarrhoea vomiting 

82.4 

17.6 

3 Fever below 101°F 

59.7 

40.3 

4 Fever above 10I°F 

93.7 

6.3 

$ Malnutrition 

56.7 

43.0 

6 Skin disease/boils 

69.0 

30.9 


Sources National Institute of Health and Family 
Welfare, National Review of Im¬ 
munisation Programme in India, New 
Delhi. 1989, p 74. 
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Table 4: Some Reported Incident of Deaths Following Vaccinations 


Year 

Incidents 

Total 

Measles 

Vaccine 

Olher 

Vaccines 

Other 

Drugs 

Temporal 

1985 

1 

0 

0 

1 

0 

1986 

9 

4 

2 

1 

2 

1987 

4 

4 

0 

0 

0 

1988 

II 

9 

1 

0 

1 

Ibul 

25 

17 

3 

2 

3 


Sourer. National Immunisation Mission. Ministry of Health, GO!, 1989. 


to the special camos. Some Rotarians serv¬ 
ed at mass immunisation camps and went 
about systematically first identifying 
eligibles in their towns (as we do voter iden¬ 
tification), giving them vaccination cards 
(voter identification slips), bringing them to 
vaccination sites (casting the vote) and 
following them for subsequent doses. The 
Rotary Club of Mandi Gobindgarh in 
Patiala district of Punjab conducted the pro¬ 
gramme like this. '* How do we sustain the 
enthusiasm of Rotary and other voluntary 
groups in UIP and other health promotion 
activities? This needs continuous and selec¬ 
tive IEC support to these grojps from the 
health sector managers. 

V 

Vaccines and Vaccination 
Strategies 

We have already analysed the trade-offs 
between fixed-day strategies and mobile/ 
outreach immunisation camps. A ‘best’ UIP 
strategy is one in which immunisation ser¬ 
vices ate piggybacked with other primary 
health care interventions like vitamin A pro¬ 
phylaxis, OKT, ARI and family planning ser¬ 
vices, so that it is both cost effective and 
impact generating. India has already 
established a countrywide network of 
primary health centre and sub-centres. We 
have now to ensure that this system works 
and we do not need new structures and 
systems. UIP in India has already used this 
structure and available evidence suggests 
that it has worked. 

Among the problems faced during 
1985-90, particularly in the early stages, the 
one concerning adverse reactions was 
crucial. Some of the adverse reactions 
associated with measles vaccination led to 
the death of some children, which surcharg¬ 
ed public anger, media outrage, and fear 
among the mothers and vaccinators alike. 

Several investigations done soon after 
adverse reactions, by the states, revealed that 
they were mostly related to human errors, 
like faulty sterilisation practices, faulty cold 
chain, bad diluents, etc, and not due to sub¬ 
standard vaccines. There are three partners 
in an immunisation process, viz, mother 
(child), vaccinator and vaccines (vaccine 
manufacturer). Whenever adverse reactions 
take place the tendency is to blame the vac¬ 
cine manufacturer, who is never present in 
the vaccination session. It is expedient to 
pass on the responsibility to the manufac¬ 
turer to save the situation. In one district a 


measles vial was reconstituted one month 
prior to the administration o( the vaccine, 
syringes and needles were not sterilised, and 
12 children were vaccinated from a ten-dose 
vial. In another district semi-used measles 
vaccine vial was to be contaminated with 
pseudomonas and Candida species, but 
unused vaccine vial of the same batch was 
found to be of standard quality. In another 
mishap of another district the health worker 
was issued 40 doses (four vials) of measles 
vaccine and he was reported to have kept 
these vials at room temperature. 

However, such incidents are now on the 
decline, thanks to improved training and 
supervision. One report of vaccination- 
induced mishap is sufficient to reverse the 
progress of UIP With new vaccines coming 
in the wake of new advances, vaccination 
strategies at the PHCs/sub-centres, have to 
be improved constantly, so that it is possible 
lo sustain all health care strategies. 


VI 

Evaluation and Results of 
lmunisation Programme 

Evaluation of UIP consists of the follow¬ 
ing four interrelated aspects, which deter¬ 
mine its sustainability (a) monitoring of vac¬ 
cines, coverage, cold chain integrity and 
supervision of vaccinators performance to 
measure their efficiency and effectiveness; 
(b) surveillance of target diseases to deter¬ 
mine their extent and distribution; (c) review 
of strategies and operations for improved 
implementation; and (d) analysis of data to 
determine the value of immunisation in 
terms of costs and benefits. At present in 
most of the districts civil surgeons/chief 
medical officers do have a system of 
monthly meetings to review all health pro¬ 
grammes in the district. Similarly monthly 
meetings are held by medical officers of 
PHCs to review all health programmes at the 
PHC level, in which all health workers and 
supervisors attend. In a majority of these 
meetings administrative matters like staff not 
getting salary arrears, constraints in achiev¬ 
ing physical targets (like family planning 
targets), malaria cases detected, immunisa¬ 
tion targets achieved, etc, are discussed. 
Little time is left to discuss managerial and 
programmatic problems like why certain 
categories of women (e g, slum women) are 
not bringing their children, why dropouts for 
certain antigens are not coning down, why 
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in certain pockets disease trends are not 
coming down despite high coverage levels of 
immunisation, etc. These programmatic 
stock-taking of immunisation has implica¬ 
tions for sustaining UIP since it serves the 
purposes of management audit of the 
programme, and thus helps improved 
implementation. 

In some PHCs smart medical officers 
have used these monthly meetings to retrain, 
motivate and recharge the managerial 
capabilities of health workers. In those 
PHCs having reached high coverage levels 
of immunisation, the efforts of health 
workers have to be directed towards, what 
the experts in smallpox eradication pro¬ 
gramme call, a surveillance containment 
strategy. 19 

SurveUlance means 'watch with suspicion 
attention and authority. Wherever con¬ 
sistently high coverage levels are reported, 
even a single case of polio or measles is to 
be treated as an outbreak and as such investi¬ 
gated. If this happens then we can conclude 
that surveillance is taking place and both 
attention and authority are supposed to have 
been applied. Due to its high mortality 
measles is the most important disease to 
monitor, it is also a good indicator of im¬ 
munisation effectiveness as measles vaccine 
is normally the last antigen to be given. Line 
listing of cases in hospitals is now attemp¬ 
ted in the country as part of a country-wide 
surveillance system for vaccine preventable 
diseases. But hospital data are biased 
because a change in peoples' use of the 
hospital can affect the number of admissions 
without a real change in the community in¬ 
cidence. Still a good surveillance system in¬ 
cluding line listing will help document reduc¬ 
tions in morbidity and mortality that occur 
when high coverage levels are achieved. 

In addition to several monitoring and 
evaluation tools a programme like the UIP 
needs constant quality improvement in its 
day-to-day management so that mothers are 
assured of the quality service and the pro¬ 
gramme thus sustains. Several computer and 
management-based programmes are now 
developed by WHO and other donor agen¬ 
cies, like coverage survey analysis system 
(COSAS), EPI information system (EPIIS), 
lot quality assurance sampling (LQAS), 75 
house survey, rapid assessments, to help the 
managers of UIP to improve the effec¬ 
tiveness of the programme. 20 But these 
cannot substitute the local gut knowledge of 
medical officers, who can manage UIP at 
their level, with hindsight and foresight. 

Notes 

[This paper was prepared by the author when 
he attended the Senior Health Planners Course 
in Johns Hopkins School of Hygiene and 
Public Health, Baltimore, USA, in the summer 
of 1991. These are the personal views of the 
author and not of his otganisat ion. The author 
is thankful to Mark Steinhoff, William Reinke, 
Carl Taylor of Johns Hopkins School of Public 
Health and the former Dean Donald Hender¬ 


son for their valuable suggestions and comments 
on the earlier draft and the author is alone 
responsible for any omissions.] 
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DISCUSSION 


IMF’s Financial Programming 

Ravindra H Dholakia 


IN a recent paper, Ranjit Sau {1992J has 
argued that the IMF's financial program¬ 
ming based on the monetary approach to the 
balance of payments is incomplete and 
hence inadequate as a framework for policy 
formulation. He has tried to show this with 
the help of a simple static Keynesian macro- 
economic model and some stray statistical 
evidence from the Indian economy There 
are several weaknesses in his argument. The 
major ones are as under: 

(I) The statistical evidence from the data 
on Indian economy for the period 1969-70 
to 1988-89 contradict rather than cor¬ 
roborate Sau’s conclusion First of all, it re¬ 
quires great care to interpret the three 
different estimated regression equations 
reported by him. All his regressions are 
based on time-senes data and yet he docs 
not report the Durbin-Watson (D-W) statistic 
for the demand for money (L) and import 
demand (M) equations presumably because 
even at I per cent level of significance the 
hypothesis of no autocorrelation could not 
be accepted for these equations! On the 
other hand, in the third regression for the 
national income (Y) which is an auto¬ 
regressive equation, he not only reports 
D-W statistic but also infers lack of auto¬ 
correlation from its magnitude when it 
should ideally be ignored! It is well known 
that presence of autocorrelation may 
seriously understate the standard errors of 
the estimates and hence high degree of 
statistical significance of his estimates of 
regressions on L and M could be misleading. 
The Dcrbin’s h statistic for his third regres¬ 
sion works out at 1.87 which for a large sam¬ 
ple would have implied no autocorrelation. 
The estimates of his third regression are, 
therefore, more reliable. It is precisely the 
estimate of the coefficient of A D (the 
change in domestic credit) in the equation 
which contradicts his conclusion. The 
estimate turns out to be +0.385 but 
statistically insignificantly different from 
zero even at 20 per cent level of significance 
The implication of this finding that A D and 
A Y are linearly independent is what sup¬ 
ports the basic assumptions underlying the 
central theorem of the monetary approach 
to balance of payments and hence of the 
IMF's financial programming. Although 
Sau (1992) recognises the importance of this 
assumption, he does not consider the 
statistical insignificance of the estimated 
coefficient as an evidence. His statistical 
exercise, thus, hardly contributes anything 
positive to his argument. If at all, it provides 
ground for refuting his own stand. 

(2) Sau’s improvement in the simple static 
Keynesian model in the form of modified 


import demand function to incorporate 
foreign direct investment (J) as an argument 
in the function is also redundant from the 
analytical viewpoint. The justification for 
iruluding J in the import demand function 
is provided by his assertion based on the 
finding of the RBI study of 301 forcign- 
cont rolled rupee companies in India which 
states that their exports in 1985-86 were more 
than 80 per cent of their foreign exchange 
expenditure. The finding, however, does not 
justify the assertion that foreign-controlled 
rupee companies are more import-intensive 
than their counterparts in India. In any case, 
the suggested modification in the import 
demand function is not required to show the 
possibility that the partial derivative of the 
equilibrium solution for the change in net 
foreign assets of the banking system (A R) 
could be positive or negative. 1 If we accept 
Sau's estimates of the parameters: k = 0.966 
and m = 0.128'-, the partial derivative of 
A R w.r.t. A D could be negative as required 
by the IMF model depending upon the 
values of interest sensitivities of investment 
demand (b) and of foreign direct investment 
(v) Whether Sau’s modification to the im¬ 
port demand function is considered or not, 
the relative magnitudes of the same two 
parameters—b and v—are critical in 
deciding the sign of the derivative and hence 
in corroborating or challenging the central 
theorem of the IMF's approach to BOP. 

(3) It is surprising that Sau does not at¬ 
tempt to estimate the values of b and v which 
represent interest sensitivity of domestic and 
foreign investment respectively. Moreover, 
the direct estimation of the reduced form 
equation for the change in foreign assets of 
the banking system (A R) with an explicit 
argument of change in domestic credit (A D) 
is also not attempted because he admits that 
“variations in exchange rates during the 
sample period make such an estimation 
quite difficult” (p 533). This is, in fact, an 
admission of the inadequacy and inap- 
propriateness of his simple static model. Any 
reasonable model of an open economy can¬ 
not ignore exchange rates as is done by Sau. 
However, the moment we introduce exchange 
rates, we have to consider the expectations 
of appreciation and depreciation in exchange 
rates which would eventually lead us lo 
include differentials in real interest rates and 
in rates of inflation across countries. Thus, 
the model no longer remains static 

(4) In order to challenge the IMF’s finan¬ 
cial programming model which is based on 
the monetary approach to the balance of 
payment, one does not have to take an 
absurd route of considering a static simple 
Keynesian model as Sau has done. One can 


remain in the broad framework of the 
dynamic aggregate demand and supply func¬ 
tions and yet challenge the IMF approach 
through some empirical evidence for the 
developing countries regarding relatively less 
settled short-run aggregate supply function. 
This would bring in the question of labour 
market functioning and its relationship with 
domestic inflation through the Extended 
Phillips Curve hypothesis. It would also re¬ 
quire explicit consideration of the formation 
of inflationary expectations and of growth 
fluctuations of the economy around its long¬ 
term trend. A recent study provides some 
statistical evidence for the Indian economy 
on the extended Phillips Curve hypothesis 
[see Dholakia, 1990]. It finds that in less 
developed countries unlike the more 
developed ones, the trade-off between high 
growth and inflation is not likely to exist. 
If at all, the relationship between the two 
is likely to be negative in LDCs. Thus, defla¬ 
tionary policies per se may not result in 
curbing inflation in the short run but would 
lead to sharp decline in the growth of income 
and an increase in unemployment. So long 
as domestic inflation is not brought under 
control, fundamental disequilibrium in 
balance of payments is not likely to be 
corrected only through the depreciating 
exchange rates which, in all probabilities, are 
likely to add to the inflationary spiral. Thus, 
the tight money policy through reduction of 
A D as prescribed by the IMF may prove to 
be counterproductive. However, before 
reaching such a conclusion, we have to con¬ 
sider the demand side of the story as well. 

(5) Again like Sau, we may also examine 
some stray empirical evidence on the de¬ 
mand side The celebrated monetary rule 
provides a framework: 

(I) g(P) = g(M) - ng (Y) 
where g denotes annual growth rate in the 
variable; P;M and Y are respectively price 
level money supply (M3) and real GDP; and 
n is the income elasticity of demand for 
money. Equation (1) holds in the long run. 

In other words, the variables in the equation 

(1) should be measured as the trend rates 
rather than the observed annual rates. For 
each of the three variables, the trend rate 
over the period 1950-51 to 1988-89 turns out 
to be highly significant statistically* 1 The 
estimates of n based on these trend rates 
works out to about 1.4 which is corroborated 
by the following regression in double-log 
form between real balances and real income 
considering the shift in the trend rates in 
1981-82 through slope dufnmy (D.I nY) and 
correcting it for autocorrelation through 
Cochrane-Orcutt method: 

(2) (I nM-i nP)= -9.97 + 1.39 lnY+ 

t-values: (-9.29) (14.58) 

0.02 D.lnY + e 

( 2 . 22 ) 

R 2 »0.99; DW= 1.99; estimated rho=0.68 
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; Runs test on the error term (e) alto confirms 
the hypothesis of no autocorrelation. Thus, 
the ‘monetary rule* which is the dynamic 
version of the quantity theory of money fits 
the Indian data very well. We may, therefore, 
make use of the equation (I) to investigate 
the determinants of inflation in the short 
run. If we consider the deviations of the 
actual/observed values of the variables from 
their long-term trend values estimated from 
their respective time-trend equations, the 
following short-run relation emerges: 

W'r = c m - 14 «y 
where e p , e M and e v are residuals in the ex¬ 
ponential trend lines fitted on P, M and Y 
respectively. They represent the difference of 
logarithms between the actual values and the 
estimated trend values of the variables. The 
following are the regression estimates obtain¬ 
ed using Indian data for the period 1950-51 
to 1988-89: 

(4) e « 0.30 E-05+0.63 e M -1.03 e„+e' 

t-values: (0.0002) (8.43) (-I.W) 

R J = 0.70; DW = 0.9252 

The Derbin-Wa(son statistic is so low that 
the hypothesis of the lack of autocorrelation 
gets rejected at 5 per cent level of signi¬ 
ficance. However, wc have reported the 
results because if the D--W static was ig¬ 
nored it could have led us to infer that short¬ 
term fluctuations in both the growth of 
nominal money supply (M } ) and growth of 
real income would significantly determine 
the short-term fluctuations in the inflation 
rate. Moreover, the reported t - values and 
the implied standard errors of the estimates 
would also have led us not to reject the 
hypothesis of income elasticity of demand 
for money remaining at its long-run value 
of 1.4 even in the short run in India. 
However, when we correct for autocorrela¬ 
tion through Cochrane-Orcult method, the 
estimated regression is. 

(5) e p = 0.0036 10.6115 e M 0.1943 e y +e” 

t-values: (0.144) (5.74) ( 0.516) 

R J -0.8059; DW - 1.62; estimated rho- 0.63 

It can be seen from the estimates in equa¬ 
tion (5) that inflation in the short run is 
determined by the fluctuations in the growth 
of money supply rather than the ones in the 
growth of output in India. However, the 
negative sign of the coefficient of e v , 
though statistically insignificant, indicates 
inverse relationship of inflation with output 
growth even in the short run which does not 
contradict the finding on the extended 
Phillips Curve (Dholakia, 1990] earlier 
discussed. The estimates in equation (5) also 
imply that the coefficient of e M is 
statistically less than one even at I per cent 
level of significance. Thus, inflation in the 
short run is not purely a monetary pheno¬ 
menon though considerably influenced by 
it. Moreover, the short-run fluctuations in 
the growth of money supply do not seem to 
be associated with the short-run fluctuations 
in the growth of output since the correla¬ 
tion coefficient between them is only -0.20 
which is statistically insignificant even at 10 


per cent level. This finding along with 
another one that the income elasticity of de¬ 
mand for money differs significantly in the 
short run from the one in the long run raises 
doubts about the stability of the demand for 
money in the short run. Surprisingly, Sau 
concedes on stability of the demand for 
money in countries like India by his invalid 
inductive inference. 

To sum up, we can say that casual 
statistical evidence from India is not con¬ 
clusive in either corroborating or refuting the 
basic assumptions underlying the IMF ap¬ 
proach to BOP and stabilisation. Sau's argu¬ 
ment that the basic issue is to specify the 
structural model of the economy is less con¬ 
vincing than to argue that the issue is 
ultimately empirical in nature and that em¬ 
pirical validation of all relevant parts of the 
western models with data from under¬ 
developed countries should be considered a 
precondition before imposing prescriptions 
based on such models as conditionalities on 
the debtor countries. In this direction, 
therefore, there is an urgent need to concen¬ 
trate research efforts both at national and 
international levels. Data collecting/ 
generating organisations should also be pro¬ 
active and responding to the needs of the 
researchers in this regard. 

Noted 

[I am thankful io Ganesh Kumar for computa¬ 
tional assistance.) 


1 Considering Sau’s (1992) model and ignor¬ 
ing his modification, i e, n » O, the partial 
derivative of AR with respect to AD in 
equilibrium solution works out to be 
fbfl-k-m) + v(l-c+m)]/[b(k + m) - 
v(l-c+m)] 

The denominator here is positive if the 
equilibrium is stable and the numerator may 
be positive, negative or zero depending OR 
values of b, v, k and m - the bask 
parameters. 

2 Even when we adjust for the autocorrelation 
through Cochrane-Orcutt method, the 
estimates of these two parameters do not 
undergo very substantial change in their 
magnitude. Only their standard error in¬ 
creases though the estimates still remain 
significant statistically. 

3 The sources of data ate the Economic Survey. 
1991-92: CM IE [1990] and Chandhok and 
Policy Group [1990]. The scries of money 
supply is adjusted by linking the indices to 
lake care of the changes in definition over 
the period. 

References 

CMIE [1990]: Bask Statistics Relating to In¬ 
dian Economy, August. 

Chandhok, B L and The Policy Group [1990]: 
India—Data Base The Economy. 

Dholakia, R H [1990]: ‘Extended PtuSips Curve 
for the Indian Economy’, Indian Economic 
Journal, Vol 38, No 1, July-Septem b cr, 

Sau, Ranjit [1992]: ‘Financial Programming for 
Stabilisation: Some notes on IMF ModeT, 
EPW, March 7-14, 1992. 


r 


OUTSTANDING BOOKS 


TOPICS & TERMS IN ENVIRONMENTAL SCIENCE 
Gurucharan Singh & Inderjeet Kaur Sethi 
Consulting Editor: M. S. Sethi 

Provides an overview of the major areas of environmental 
concern. 

1992 ISBN 81-7169-177-3 (Set) Rs. 750 

for set of 2 vols. 

POLITICAL AWAKENING IN NEPAL 
The search for a new Identify 
Prem R. Uprety 

Presents a critical, authentic and well documented history 
of modern Nepal with an identity of democratic image of its 
own. 

1992 ISBN 81-7169-190-0 Rs. 240 


I ) Save Indian Publishing—Buy Indian Books 


COMMONWEALTH PUBLISHERS 
4378/4B, An sari Road, Murari Lai Street, 
New DelhM 10002 Phone : 3272541 




Economic and Political Weekly July 4, 1992 


1439 




jjX ..rLU ^ j[ y\\\ 1 »‘L—ii 

Abu Dhabi Commercial Bank Limited 

» Jj » - Ij **f^*l* *»l jlutl *JjJw 

IncorfWMtPfl in jhp United Aia b CmiMtet with Limited Liability 



BOMBAY BRANCH 


BALANCE SHEET AS AT MARCH 31, 1992 


(Rs. in thousands) 


Schedule 

As on 
March 31, 
1992 

As on 
March 31, 
1991 




CAPITAL AND LIABILITIES 



Capital 

1 

2,000 

2,000 

Reserves and surplus 

2 

38,992 

31,470 

Deposits 

3 

990,545 

528,634 

Borrowings 

4 

50,000 

Nil 

Other liabilities and 




provisions 

5 

84,431 

55,564 

TOTAL 


1,165,968 

617,668 

ASSETS 




Cash and balances with 




Reserve Bank of India 

6 

148,586 

33,092 

Balances with banks and 




money at call and 




short notice 

7 

68,275 

185,363 

Investments 

8 

285,927 

119,917 

Advances 

9 

606,505 

220,513 

Fixed assets 

10 

16,894 

13384 

Other assets 

11 

39,781 

45,199 

TOTAL 


1,165,968 

617,668 

Contingent liabilities 

12 

595,895 

325.291 

Bills for collection 


28,362 

12,151 

Notes on accounts 

17 



The Schedules referred to above form 

an integral p 

part of the 

Balance Sheet 





PROFIT ANP LOSS ACCOUNT FOR THE YEAR 
ENDED MARCH 31, 1992 


(Rs. in thousands) 


Year __ Year 
Ended 'Ended 

March 31, March 31, 
1992 1991 



1. INCOME 
Interest earned 
Other income 

TOTAL 

II. EXPENDITURE 



Interest expended 15 

56,998 

38.787 

Operating expenses 16 

15,006 

12,764 

Provisions and 


* 

contingencies 

41,477 

6,310 

TOTAL 

113,481 

57,861 


HI. PROFIT/(LOSS) 

Net profit for the year 
Items relating to prior years: 
Head Office administration 
expenses 

fsee note I 7(ivXa)J 
Provision for Income Thx 
Profit brought forward 

TOTAL 

IV. APPROPRIATIONS 

Transfer to statutory 
reserves 
Thutsfer to 
Other reserves 
Balance carried over 
to Balance Sheet 

TOTAL 


12,076 

3,185 

(4354) 

0.931) 

Nil 

(1.000) 



Per our attached report 


For A. F. FERGUSON & CO 

ABU DHABI COMMERCIAL BANK LIMITED 

Chartered Accountants 

Bombay Branch 

Sd/- 

Sd/- 

F. N. FAVRI 

AHMED SALEH AL BANNA 

Partner 

Chief Executive - India 

Bombay: June 29, 1992 

Bombay: June 29, 1992 
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SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON MARCH 31, 1992 



(Rs. in thousands) 


As on As on 
Match 31, March 31, 
1992 1991 


Schedule 1-Capital 

(A) Capital 

Amount brought into India 
by way of stan-up Capital 

TOTAL 

(B) Amount of Deposit kept with 
the Reserve Bank of India 
u/s II (2) of the Banking 
Regulation Act, 1949 

Schedule 2—Reserves and 
Surplus 

1. Statutory Reserves 
(Reserve under Sec. II(2Xb)(ii) 
of Banking Regulation Act, 
1949) 

i) Opening Balance 

ii) Additions during the year 

II. Capital Reserves 

i) Opening Balance _ 

ii) Additions during the year 


III. Revenue and Other Reserves 
[See note II] 

i) Opening Balance 

ii) Additions during the year 


IV. Balance in Profit and Loss 
Account 

TOTAL 

Schedule S—Deposits 

A) I. Demand Deposits 

i) From banks 

ii) From others 

II. Savings Bank Deposits 
HI. Tferm Deposits 

i) From banks 

ii) From others 

TOTAL 

B) l. Deposits of branches in India 








5,424 

180.402 


185,826 

41,448 

120.000 

643.271 


763,271 


990,545 


990,545 









90,000 

327.689 


417,689 


528, 634 


528,634 


Schedule 4—Borrowings 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Other banks 

iii) Other institutions and 
agencies 

II. Borrowings outside India 
TOTAL 

III. Secured borrowings included 
in I and II above 

Schedule 5—Other Liabilities 
and Provisions 

I. Bills payable 

II. Inter-office adjustments (net) 

III. Interest accrued 

IV. Others (including provisions) 

TOTAL 


Schedule 6—Cash and Balances 
with Reserve Bank of India 

I. Cash in hand 
(including foreign currency 
notes) 

II. Balances with Reserve 
Bank of India 
i) In Current Account 

TOTAL 


Schedule 7—Balances with 
Banks and Money at Call 
and Short Notice 

I. In India 

i) Balances with banks 


(Rs. in thousands) 



As on 

As on 

March 31, 

March 31, 

1992 

1991 

Nil 

Nil 

50,000 

Nil 

Nil 

Nil*. 

Nil 

Nil 

50,000 

Nil 

Nil 

Nil 

4,828 

2,086 

6,436 

120 

41,105 

31,422 

32.062 

21,936 

84,43! 

55464 


148301 


148,586 



a) In Current Accounts 

56.493 

24,011 

b) In Deposit Accounts 
ii) Money at call and short 
notice 

Nil 

Nil 

a) With banks 

Nil 

150,000 

b) With other institutions 

Nil 

Nil 

TOTAL 

56,493 

174,011 
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SCHEDULES FORMING PART OF THE BALANCE SHEET AS ON MARCH 31, 1992 


(Rs. in thousands) 


(Rs. in thousands) 



li. Outside India 

i) In Current Accounts 

ii) In other Deposit Accounts 

iii) Money at call and 
short notice 

TOTAL 

GRAND TOTAL (I + II) 

Schedule 8—Investments 

I. Investments in India 

i) Government securities 

ii) Other approved securities 

iii) Shares 

iv) Debentures and bonds 

v) in subsidiaries and/or 
joint ventures 

TOTAL 


Schedule 9—Advances 

A. i) Bills purchased and 

discounted 

ii) Cash credits, overdrafts and 
loans repayable on demand 

iii) Term loans 

TOTAL 

B. i) Secured by tangible assets 

ii) Covered by Bank/ 
Government guarantees 

iii) Unsecured 

TOTAL 

C. I. Advances in India 

i) Priority Sectors 

ii) Public Sector 

iii) Banks 

iv) Others 

TOTAL 


As on 
March 31, 
1992 

As on 
March 31. 
1991 

11,782 

Nil 

11,352 

Nil 

Nil 

Nil' 

11,782 

11,352 

68,275 

185,363 

248,188 

37,739 

Nil 

Nil 

84,417 

35,500 

Nit 

Nil 

Nil 

Nil 

285,927 

119,917 

570,656 

196,088 

32,631 

3,218 

20,975 

3,450 

606,505 

220,513 

32,343 

20,867 

Nil 

574,162 

Nil 

199,646 

606,505 

220,513 

3,864 

942 

80,000 

521,699 

2,935 

Nil 

Nil 

217,578 

606,505 

220.513 





Schedule 1#—Fixed Assets 

I. Premises 

i) At cost as on 31st March 

ii) Additions during the year 

iii) Deductions during the 
year 

iv) Depreciation to date 

TOTAL 

II. Other Fixed Assets 
fincluding furniture and 
fixtures) 

i) At cost as on 31st March 

ii) Additions during the year 

iii) Deductions during the year 

iv) Depreciation to date 

TOTAL 

GRAND TOTAL (I + II) 

Schedule 11—Other Assets 
I. Inter-office adjustments (net) 

II. Interest accrued 

III. Thx paid in advance/tax 
deducted at source 

IV. Stationery and stamps 

V. Others 

TOTAL 

Schedule 12—Contingent 
Liabili ties 

I. Liability on account of 
outstanding forward exchange 
contracts 

II. Guarantees given on behalf of 
constituents 

a) In India 

b) Outside India 

III. Acceptances, endorsements 
and other obligations 

IV. Other items for which the 
bank is contingently liable 

a) Bills of Exchange 
Rediscounted 

b) Income tax disputed and in 
appeal not provided (in¬ 
cluding the effect on 
pending assessments) 
estimated at: 

The Bank has fully paid 
the said amount 

TOTAL 


As on 

As on 

March 31, 

March 31, 

1992 

1992 

9,056 

8,181 

3,565 

875 

Nil 

Nil 

(1.305) 

(883) 

11,316 

SMffWl 

11,842 

10,171 

1,316 

•2,106 

(134) 

(435) 


(6,431) 

5,578 

5,411 

16,894 

13,584 

Nil 

15,786 

7,645 

7,955 

21,231 

15,403 

4 

5 

10,901 

6,050 

39,781 

45,199 

81,593 

228,426 

28,017 

65,240 

Nil 

Nil 

476,285 

1,625 

Nil 

30,000 

10,000 

Nil 

595,895 

325,291 
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BOMBAY BRANCH 



SCHEDULES TO PROFIT AND LOSS ACCOUNT 

(Rs. in thousand*) 

(Rs. in thousands) 


Year 

Year 


3fear 

Year 


Ended 

Ended 


Ended 

Elided 


March 31, 

March 31, 


March 31, 

March 31, 


1992 

1991 


1992 

1991 

Schedule 13—Interest Earned 



Schedule 16—Operating 

Expenses 



I. interest/discount on 
advances/bills 

36,802 

30,296 

I. Payments to and provisions 

5,494 

5,681 

for employees 

II. Income on investments 

13,887 

12,016 




ill. Interest on balances with 



11. Rent, taxes and 



Reserve Bank of India and 
other inter-bank funds 

32,325 

13,670 

lighting 

599 

743 

IV. Others 

353 

231 

III. Printing and 
stationery 



TOTAL 

103,367 

56,213 

672 

358 

Schedule 14—Other Income 



IV. Advertisement and 






publicity 

304 

236 

1. Commission, exchange and 
brokerage 

II. Net profit on sale of 

1,093 

11,039 

999 

Nil 

V. Depreciation on bank's 
property 

1,527 

1,418 

investments 

III. Net profit on sale of land. 






buildings and other assets 

70 

(14) 

VI. Directors’ fees, allowances 
and expenses 

23 

15 

IV. Net profit on exchange 





transactions 

7,228 

3,848 




V. Income earned by way 



VII. Auditors' fees. 

75 

50 

of dividends etc, from 
subs idiaries/com panics 



and expenses 



and/or joint ventures 
abroad/in India 

Nil 

Nil 

VIII. Law charges 

608 

268 

VI. Miscellaneous income [see 






note III] 

2,760 

Nil 

IX. Postages, telegrams. 



TOTAL 

22,190 

4,833 

telephones, etc 

1,561 

1,292 

Schedule 15—Interest 

Expended 



X. Repairs and maintenance 

1,512 

1 

I. Interest on deposits 

56,323 

35,194 

XI. Insurance 

560 


II. Interest on Reserve Bank of 






India/inter-bank borrowings 

III. Others 

431 

244 

29 

3,564 

XII. Other expenditure 

2,071 


TOTAL 

15.006 

12,764 

TOTAL 

56,998 

38,787 
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Schedule 17—Nolen on accounts 

I. Principal Accounting Policies 

1. General ' 

The accompanying financial statements have been prepared on Ihe historical cost basis and conform to the staid lory provisions and practices 
prevailing in the country. ' 

2. Transactions involving Foreign Exchange. 

(a) Monetary assets and liabilities have been translaled at the exchange rales notified by FEDAI as at March 31, 1992 and contingent liabilities 
in respect of forward exchange contracts are included at the contracted rates. 

(b) Income and Expenditure items have been translated at the exchange rales ruling on the date of the transactions 

(c) Profit and losses on forward contracts have been accounted for. 

3. Investments: 

Investments are valued at the lower of aggregate cost or market value. 

4. Advances: 

fa) Advances are net of provisions for identified bad and doubtful debts, which are made based on a periodical review of advances. 

(b) Advances arc shown net of bills discounted with financial institutions. 

5. Fixed Assets' 

(a) Premises and other fixed assets have been accounted for at their historical cost 

(b) Depreciation has been provided for on the written down value method at the rates prescribed in schedule XIV of the Companies Act, 1956. 

6. Staff Benefits: 

Liabilities in respect of retinal benefits to employees are provided for by payments to duly recognised Provident Fund and Gratuity Fund. 

7. Net Profit: 

The net profit disclosed in the Profit and loss Account is after: 

(i) Provisions for taxes on income in accordance with statutory requirements. 

(it) Provisions for doubtful advances. 

(in) Adjustments so as to value investments at lower of aggregate cost or market value. 

(iv) (a) Head Office Administration expenses have been provided in the accounts to the extent allowed by the assessing officer and/or the 

appellate authorities, as the case may be, in respect of the completed assessments of the Bank; the further amount allowed by the 
appellate authorities during this year for the past years having been provided for this year. 

In respect or assessments not completed, the charge on this account upto March 31. 1991 has been worked out on the basis adopted 
by the assessing officer for such allowance. 

(b) For Ihe accounting year ended March 31, 1992, full Head Office administration expenses as advised by the Head Office have been 
provided for in arriving at the profits for the year. 

(v) Other usual or necessary provisions. 

II Revenue and other Reserves includes Head Office Reserves of Rs. (000’s) 22,943 which represents funds remitted, by Head Office to meet the 
cost of acquisition of residential premises, deposit/advanci rent of Bank premises at Bombay, etc. as per Reserve Bank of India’s guidelines. 

III Miscellaneous income represents the provision for rent made in the earlier yean no longer required. 

IV The previous year’s figures have been regrouped/rearranged wherever necessary. 

Sd/- 

AHMED SALEH AL BANNA 

Bombay: June 29, 1992 Chief Exccutive-lndia 


Auditors' Report on the Account* of the Bombay Branch of Abu Dhabi Commercial Bank Limited 


We have audited the attached Balance Sheet of the Bombay Branch of Abu Dhabi Commercial Bank Limited (incorporated in the United Arab 

Emirates with Limited Liability), as at 31st March,1992 and the Profit and Loss Account of the Bombay Branch of the Bank for the year ended 

3!st March, 1992 annexed thereto. 

The Balance Sheet and Profit and Loss Account have been drawn up in accordance with the provisions of Section 29 of the Banking Regulation 

Act, 1949, read with the provisions of Section 211 of the Companies Act, 1956. 

We report that: 

(1) We have obtained all the information and explanations which, to the best of our knowledge and belief, were necessary for the purposes of 
the audit and have found them to be satisfactory; 

(2) the transactions which have come to Our notice have been, in our opinion, within the powers of the Bombay Branch of the Bank; 

(3) in out opinion, proper books of account as required by law have been kept by the Bombay Blanch of the Bank so far as appears from our 
examination of these books; 

(4) the Balance Sheet and Profit and Loss Account dealt with by this report are in agreement with the books of account; 

(5) in our opinion and to the best of our information and according to the explanations given to us, the accounts together with the notes thereon 
give the information required by the Companies Act,1956, in the manner so required for hanking companies, and,on such basis, the Balance 
Sheet gives a true and fair view of the state of affairs of the Bombay Branch of the Bank as on 31st March, 1992 and the Profit and Loss 
Account gives a true and fair view of the profit of the Bombay Branch of the Bank for the year ended on that date. 

For A. F. FERGUSON A CO. 

Chartered Accountants 


Bombay June 29. 1992 




„.’ < V 

..O 


Sd/- 
F. N. PAVRI 
Partner 
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Gujarat Ambuja Proteins 
Discovers Profits in 
Every Golden Ear of Maize! 


Public issue of 8,85,000-14% secured fully convertible 
debentures of Rs. 250/- each for cash at par 
aggregating to Rs. 2212.50 lacs. 


Maize, wet milled, yields starch 
and its derivatives, that find vast 
usage in a broad spectmm ol 
industries. Textiles, 
confectionaries, cosmetics, 
pharmaceuticals, cattle feed, 
packaging films., rely on starch 
derivatives. With the demand for 
the products rising in a growing 
industry, Gujarat Ambuja Proteins 
is ready to exploit the demand 
supply gap. 

HIGHLIGHTS 

• Well established profit making 
dividend paying company 

• Preset for diversification mlo 
manufacture of Starches, Liqu’d 
glucose, Dextrose & Sorbitol 
project to be completed by 
December, 1992 

• Locational advantages closeiv^b to 
raw material sources Sales tax 
exemption upto 75% of fixed 
investment 

• Conversion terms 

1st conversion of Rs 125/ into 5 
equity shares m just 6 months after 
allotment at a premium of Rs IV 
per share against market price rf 
Rs. 85/ (as on 25 03 91 at 
Ahmcdabad Stock Exchange I 


ISSUE OPENS ON 7 TH JULY 1992 


Easy liquidity Listing at Ahmedabad, 
Bombay, Delhi, Calcutta & Madras 
Stock Exchanges 


RISK FACTORS 

• The present situation in the country 
shows a fluctuating availability of 
vanous types of Maize Products as 
the crops of Maize basically depends 
upon the monsoon 

• Competition from existing and future 
manufacturers of Maize Products 

• The Capital cost of the project has 
been determined considering all 
possible factors and adequate 
provisions have been made for 
contingencies 

• The power is vital for the execution 
of the expansion and diversification 
of the project The Company has 
already made an application for the 
required power connection The 
Company is yet to obtain 
sanction for tlie same However, the 
Company does not for see any 
problem in obtaining the same 

• Hie Company is yet to obtain No 
Objection Certificate hom Gujarat 
Pollution Control Board for which 
necessary application has been 
made 


LEAD MANAGER TO THE ISSUE 

|^| PHD CAPITAL SERVICES 
limiTED 

~ ■ Maker Tower E. Gr Fir. 

Cuffe Parade, Bombay 400 005 


GUJARAT AMBUJA 
PROTEINS LIMITED 

Regd. Office 1, Dinesh Nagar Society, Naranpura, 
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MAKE AN INTELLIGENT MOVE 




LAST CHANCE TO EXEMPT 
YOUR CAPITAL GAINS ARISING 
UPTO MARCH 31,1992 FROM TAX 
INVEST IN 




CAPITAL BONDS 


LAST DATE FOR INVESTMENT UNDER THE SCHEME: SEPTEMBER 30, 1992. 


Umg term capital gains from the sale of land, buildings, jewellery, shares etc. attract Income Tax. But 
there is a way out. Invest in IDBI CAPITAL BONDS,keep your capital intact and earn interest too. 


• Bonds available at par till September 
SO. 1992 

• Lxemptum from tax on Capital Gams 
under Section s it of the Income fax 
Act 1001 lor the Assessment Year 

1902-03 


• Income tax benefit under Section SOL. 

• Interest at 9% p.a. payable half yearly. 

• Investments by Non-Resident Indians 
also accepted 

• At the investor's option, interest for 
the lull period of 3 years can be paid 


in advance on discounted basis. 

• No deduction of tax at source. 

• Outstation cheques accepted and 
cost ol collection borne by IDBI. 


ALSO CONTRIBUTE TO THE INDUSTRIAL DEVELOPMENT OF THE COUNTRY. 




For further details contact the nearest IDBI office or write to Manager 

INDUSTRIAL DEVELOPMENT BANK OF INDIA 

IDBI Tower, Cuffe Parade, Bombay 400-005 Tel: 218 9111/21 


Sobhagya-92 
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V Sameeksha Trust Publication 


Rs 10.00 Vol XXVII No 28 July 11, V 


1 THE ECONOMY: WHICH DIRECTION 
AND WHAT ATMOSPHERE? 


1 BALANCED BUDGET' DEBATE IN 
US CONGRESS 


1 ENVIRONMENT, ECOLOGY AND 
THE HIMALAYAS 


' CASTE CONFLICT IN KARNATAKA 

ii RURAL NON-FARM EMPLOYMENT 

S MEDIA AND CULTURAL POLITICS 

Si GLOBAL OIL AND UNVIABIUTY OF 
PAX AMERICANA 


CONGRESS AND LABOUR: 
COIMBATORE TEXTILE 
WORKERS 1937-39 









We help Nature keep her true colours. 


A.s reputed manufacturers of vital 
chemical products, we've been in the 
forefront of promoting safety and 
environment protection 

Our commitment to preserve the 
environment, improve safety and 
enhance the health and welfare of our 
employees and the surrounding 
communitv manifests itself in even 
facer of our operations right from 
our choice of technology to process 
selection and engineering design, 

Effluent treatment plants at both 
our lactones render liquid wastes 
harmless. Sophisticated pollution 
abatement equipment keep emissions 
within tolerance limits 

Our R&I ) wing develops products 
that are environment friendly, 


searches for ways to recycle waste and 
constantly evaluates the effectiveness 
of our own pollution prevention and 
control efforts 

We've designed education 
programmes to inform, train and 
encourage our employees to actively 
participate in achieving safety and 
environmental protection goals, safety 
inspections and safety audits to assure 
continuous control, and, onsite and 
offsite disaster control plans to aid 
effective response to a wide range of 
emergencies. 

It’s all part of our integrated effort 
to keep our operations safe and 
harmless. 

And to ensure that we help 
Nature keep her true colours. 


ColourChem 
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How strong are the linkages of the rural non-farm sector with 
agriculture and what is their predominant natur* 7 What is the 
character of the rural labour supply insofar as it relates to 
employment in the non-farm sector? What are the salient demand- 
side features of rural non-farm industry? What forms of 
government interventions, if any, have had an impact on the 
size and share of the non-farm sector in the rural economy? 1477 


Economic Agenda 


The undertakings given by the finance minister to the IMF in his 
memorandum of June 2, 1992 make it dear that this year will be 
devoted primarily to halving the growth in money supply and 
bringing inflation down to 8 per cent or less. The long-standing 
neglect of education, medical services, rural development and 
facilities to small-scale industries, combined with the fiscal and 
monetary squeezes ensure that employment will be more talked 
about than provided. Import liberalisation and the urge towards 
globalisation will further enlarge the difference in life-styles 
between the urban and rural communities. 1471 


Congress and Labour 

The formation of Congress 
ministries in 1937 was hailed as a 
“big step forward for the national 
movement”. Was it also a big step 
forward for the labour movement? 
A study of the struggles of textile 
workers in Coimbatore during 
1937-39. 1497 


Laxmi Mukti’ 

The Shctkari Sanghtana has added 
another dimension to its programme 
of women’s mobilisation in 
Maharashtra by undertaking the 
‘Laxmi Mukti’ campaign. The 
response to this campaign from 
the peasantry has been quite 
encouraging though it has not 
been uniform across the regions of 
the state, being fairly successful 
in Marathwada and Vidarbha but 
less so in western and 
southern Maharashtra. 1463 


Cultural Politics 

Cultural politics is grounded in the 
control of the means of public 
culture. How the media conduct 
themselves and are governed, 
whether by freedom of expression 
and market forces, state monopoly, 
government regulation, 
professional standards and ethics, 
or by some combination of these, 
are an important aspect of 
cultural politics. 1489 


Himalayan Ecology 
A careful, authentic, genuinely 
humane and sympathetic piece of 
research has some significant 
conclusions to offer on 
environment, ecology and 
the Himalayas. 145 $ 


Fiscal Virtue 

After much deliberation in the 
media and a nitie-hour debate in 
the US House of Representatives, 
a proposal to amend the US 
constitution to mandate the federal 
government to balance its budget 
was rejected last month, much to 
the disappointment of president 
Bush. The disappointment will 
perhaps be shared in India by 
many who are convinced that a 
constitutional limit on the 
borrowing power of the centre 
is the only remedy for fiscal 
irresponsibility. 1461 


No Escape 

The conflict between backward 
castes and scheduled castes in 
Idapanur in Karnataka raises a 
basic question: Does religious 
conversion dilute caste stigma? 

The harijans of the village are all 
converts to Christianity but for 
the backward castes they 
remain uqtouchables. 1465 


Not Oil 

To see the drive for control over 
oil as the real reason for US 
intervention in the Persian Gulf is 
to ignore the transformation 
of the global economy and 
global polity in the last 
two decades at the expense 
of Pax Americana 1467 


Solo Player 

No longer locked in battle with 
the ‘evil empire’, US policy-makers 
are struggling to define the 
contours of post-cold war 
foreign policy. 1469 











LETTERS TO EDITOR 


Droughts, Starvation, 
Unemployment 

THIS refers to my article ‘Droughts, Star¬ 
vation, Unemployment’ (EPW, May 9). 
There seems to be need for two clarifi¬ 
cations. 

The first refers to p 989, col 2, lines II 
to 13 which say that “Ray’s predictions for 
the 1990s are normal or below normal 
rainfall in 1991, 1993,1994, 19% and 1999 
and favourable rainfall in 1992, 1998 and 
2000!’ I had assumed that the south-west 
monsoon was included in the calendar 
years mentioned. Ray has now explained 
to me that 1 had overlooked the fact that 
it was really included by him in the 
agricultural year ending with that calen¬ 
dar year. This means that there is really 
no difference between Ray’s forecast and 
IMD’s forecast for the south-west mon¬ 
soon during the agricultural year 1992-93. 
1b that extent my observation needs 
modification. But this does not really 
make a material difference to my general 
observation that “the Eighth Plan period 
will have significantly larger number of 
drought years than either the past Seventh 
Plan period or the future Ninth Plan 
period”. 

The second clarification refers to the 
description and diagram of the Nutrient 
Film Ifcchniquc (NFT) at col 2 of p 991. 
The difference in the two relates to two 
variations of the same technique. The first 
relates to an elevated tank, greater use of 
gravity and plastic sheets while the second 
relates to a tank sunk at the ground level 
and more frequent use of pump and 
plastic pipe. The second type is not 
suitable where a sophisticated pump is not 
available and the water contains mud. 
Therefore, the first type may be more 
suitable for most small farms in India. 
Otherwise the difference is not material. 
This technique is recommended mainly 
for intensive production of high value 
(and high profit) crops, mostly horti¬ 
cultural (but also some agricultural), with 
the most economic use of water, fertiliser 
and pesticides. The capital cost is no 
doubt high per unit of land but the return 
is very high. Greater use of capital more 
than compensates for scarcity offend and 
water. This technique is to be practised to 
start with in only a very small fraction of 
the farm, while less capital intensive tradi¬ 
tional crops (preferably drought resisting) 
are cultivated in rest of the farm. The 
return from the two together will be much 
higher than if only the latter were 
cultivated in the entire farm. Since the 
NFT will require mainly medium-term 
credit, a small farmer could easily finance 
it with available bank finance. He could 


start it on a very small scale and gradual¬ 
ly expand it with growing experience and 
income. 

S R Sen 


New Delhi. 


Padma Nadir Majhi 

SOON after Ashok Rudra's letter about 
Padma Nadir Majhi was published (April 
41 I wrote in support of his complaint 
about Hiten Chaudhury's exclusion from 
the making of the film. Apparently my 
letter went astray while in transit. Kamala 
Bandyopadhyay’s letter (May 30) prompts 
me to write again, though the matters now 
raised have nothing to do with Rudra’s 
main charge. Some people may have been 
genuinely unhappy about Chaudhury’s 
failure to make the projected film earlier, 
but this is not the point at issue: The ques¬ 
tion is whether Chaudhury was denied his 
due role in the making of the film finally 
produced. I do not know all the facts at 
first hand and cannot therefore say 
whether any firm agreement was violated. 
But I do know that Chaudhury was led 
to believe that he would have a direct and 
decisive part to play in the film's making, 
and that the expectation was cruelly 
belied. 

When Chaudhury came to Calcutta to 
negotiate the arrangements for the film he 
told me about the outcome of the negotia¬ 
tions, or at least what he thought had 
been agreed upon. On a subsequent visit 
he narrated to me in detail his plans for 
the film, even going into such details as 
the opening sequence and some other 
shots. He was so happy and excited about 
the whole project that I can well imagine 
his bitter disappointment when he was left 
out once the work began if he had been 
naive in believing what he did, this can¬ 
not have been due to professional in¬ 
nocence, given his long and wide ex¬ 
perience in the field. But with all his 
knowledge of men and matters he pro¬ 
bably retained as innocence about human 
nature, a trait which not infrequently en¬ 
courages deviousness in people with an 
eye to the main chance. So, as Rudra puts 
it, he was duped; it is no consolation to 
conclude that he allowed himself to be 
duped. 

Amalendu Das Gum 

Calcutta 


Historical Records 

THIS has .reference to your comment titled 
'Historical Records—Secrets for Ever’ 
(May 30) regarding my resolution on 
Babri Masjid-Ram Janmabhoomi records 


at the 34th Session of the Indian Histo¬ 
rical Records Commission at Rohtak. 
What you have stated is true to the letter. 

! have obtained almost all important 
records or extracts therefrom, from 
1813-1814 downward. Some of them were 
procured from the India Offige Library 
by my revered senior at the Indian Statis¬ 
tical Institute, the late Prasanta Chandra 
Mahalanobis. A systematic account of the 
records was incorporated in qjy Bengali 
book —Ramjanmabhumi Babri Mas/id O 
Bharat varsa. 

But why should the government of 
India not compile all authentic records 
and place a white paper before the parlia¬ 
ment to let the people know the facts? My 
official colleagues were very embarrassed 
and did not push the resolution. I have 
written to Arjun Singh, union minister for 
human resources development, who hap¬ 
pens to be the ex-officio president of the 
Indian Historical Records Commission, 
on June 15, 1990 with the copy of the 
documents placed before the commission 
requesting him “.. to consider Whether 
the entire set of archival records may be 
compiled by a committee formed by the 
ministry of human resource development 
and published. This will reveal the truth 
and defuse the tension!’ There has been 
no response to date. 

In all fairness to my dfficial colleagues 
in the Indian Historical Records Commis¬ 
sion, 1 should add that another resolution 
moved by me to recirculate four volumes 
of invaluable worlr entitled Historical 
Records of the Survey of India by R H 
Phillimore, covering the period from the 
16th century to I860, was unanimously ac¬ 
cepted. It was unwise on the part of the 
government of India to withdraw from 
circulation an annotated reference essen¬ 
tial to reconstruct the past on a scientific 
basis. Another resolution was tabled by 
H K Barpujari, one of the senior-most 
members, to withdraw the unnecessary, 
irrational and foolish ban on maps and 
records of the border area which are 
available to foreign scholars for pro¬ 
pagating anti-Indian views, depriving 
Indian scholars to react to falsifiers of 
history. All of us signed an appeal to the 
prime minister to withdraw this irrational 
ban. It awaits to be seen how a scholar- 
prime minister reacts. 4 

The government of India, as announc¬ 
ed at the said session, opened all 
documents on the Communist Party of 
India, Bengal famines, and on some other 
events, but nothing relating to Subhas 
Bose or Azad HlndFouj has been releas¬ 
ed for the same period. 

Du RG A PRASAD BHATTACHASYA 

Calcutta. , 



Shadow-Boxing 


T HERE are perhaps new compulsions in the political 
establishment that have precipitated the overnight and 
somewhat dramatic transition from relative placidity to tur¬ 
bulence. Contrived politics and illusory opposition ensured 
that a minority government not only did not have to try very 
hard to survive but also was able to undertake fundamental 
policy changes, all the while bypassing a very lenient parlia¬ 
ment. The BJP pronounced the end of anti-Congressism, re¬ 
nounced adversarial politics and bailed out the government 
on the few occasions that the need arose. And under the 
burden of administrative responsibility the BJP took to 
pretending that Ayodhya and the Rath Yatra had never 
happened. 

Now that Congress along with its allies has secured a work¬ 
ing majority in the Lok Sabha, the BJP has been saved con¬ 
siderable discomfort since it is enabled to boldly flaunt its 
virtue and oppose the government without fear of provoking 
a crisis. In tune with this the myth of national consensus, 
which at no point amounted to much more than an expe¬ 
dient conspiracy between the Congress and the BJP, has ceas¬ 
ed to be purveyed. The goodwill and bonhomie that had 
developed in the course of introducing policy changes by 
stealth have seemingly been exhausted following the Con- 
gress(l)’s rejection of the BJP’s demand for a package deal 
on the presidential and vice-presidential election. But it docs 
not follow that politics will be any less contrived than it has 
been since the ruling party’s drift away from the BJP was 
made possible by another expedient conspiracy, this time with 
the Left Front. As recently as mid-June the left parties, un¬ 
compromising in their attitude to liberalisation, had spon¬ 
sored an industrial strike against the government’s economic 
policies but this has not come in the way of forging what 
adds up to an alliance with the Congress. 

If the left’s aim was to prevent the BJP from capitalising 
on too close an association with the Congress the tactic has 
not yielded much since the BJP can now attempt to seize 
the advantage by emphasising its distance from the Congress. 
In the process the circumstances attending institutional 
politics have acquired such a touch of the absurd as to render 
them virtually meaningless. In early July the BJP made clear 
its intention of submitting a notice of no confidence against 
the Naresimha Rao government barely months after senior 
party functionaries had described him as India's best prime 
minister to date: The left which had only days earlier so vir¬ 
tuously declined to support a presidential nominee backed 
by the BJP expressed its willingness to support the motion 
of no confidence, even if of those submitted by the Janata 
Dal and the BJP the latter one was preferred. Ironically on 


earlier occasions when the government was in a minority and 
concerted opposition voting could have kept it in check, the 
most slovenly exhibition of floor co-ordination was put on 
display. Given that the Congress and its allies now have 267 
members in a house with an effective strength of 533 the mo¬ 
tion of no confidence presents few problems. The BJP and 
National Front-Left Front combine have 240 members while 
independents and minor party representatives whose posi¬ 
tion vis-a-vis the Congress is equivocal constitute the remain¬ 
ing members. What threatened to embarrass the government 
was not the outcome of the vote but the debate before the 
motion was put to vote. 

Almost as if to retrieve the situation came home minister 
S B Chavan’s statement to parliament on July 8 that reports 
had come in of attempts under way to tamper with the 
disputed structure at Ayodhya. Chavan was in fact “con¬ 
strained to observe that things have gone beyond the limit”. 
The intensification of the Ayodhya imbroglio at precisely that 
moment when it is of such convenience to the union govern¬ 
ment suggests more than mere coincidence As early as June 
the centre had convened an NIC meeting to discuss the im¬ 
plications of the trench that was being dug around the Babri 
Masjid and the construction of a compound wall around the 
disputed site, in gross violation of all assurances held out 
by the Uttar Pradesh chief minister at the last NIC meeting. 
The BJP leaders had even declined to attend the NIC'meet 
but the home minister chose to be scandalised only with the 
approach of the debate on the motion of no confidence: 

Doubtless surreptitious activity has been going on in the 
vicinity of the mosque Now that the centre has chosen to 
make an issue of it the BJP has nonchalantly treated it as 
a deliberate move to ’fulfil the mandate of the people’. But 
it has not forgotten to project its reasonable image. L K Advani 
assures, a little over a year after asserting that the matter 
is beyond judicial purview, that the UP government will not 
violate court orders. That is no doubt the state government’s 
intention, but Advani may not be so willing to give a similar 
undertaking on behalf of the VHP. If the district administra¬ 
tion pleads inability to prevent damage, as it is already 
reportedly doing, the state government cannot really be 
deemed to have violated court orders to protect the mosque. 
And should the centre be rash and hasty enough to dismiss 
the UP government (which is what the BJP’s stance seems 
partly designed to invite) the ground is being laid for the 
party’s elevation to martyrdom by creating conditions for 
communal disturbances in Congress-ruled states whose 
governments the centre will be hard put to dismiss. Kerala 
and Gujarat come readily to mind. 



NARMADA 

Command Performance 

IF the Morse report and its fall-out have 
sent out a message it is this: that the World 
Bank is quite capable of protecting not 
only its own interests but that of those 
who dance to its tune. For, consider the 
terms of reference of the Independent 
Review Commission headed by Bradford 
Morse: to carry out an assessment of the 
resettlement and environmental aspects of 
the Sardar Sarovar Project bearing in 
mind the Bank's existing operational 
directives and guidelines as well as the fact 
that the credit and loan agreements were 
approved in 198$; and to make specific 
recommendations which “should include 
as appropriate, any recommendations for 
improvement of project implementation". 
And what has the commission concluded? 
“The absence of proper impact assess¬ 
ments and the paucity of undisputed data 
have limited our ability to make project- 
specific recommendations of the kind that 
were contemplated." Having said that, the 
commission goes on to say that the pro¬ 
jects are beset by profound difficulties. 
These difficulties “have their genesis in the 
earliest phase of the Bank’s involvement... 
for they turn on the absence of an ade¬ 
quate database and failure to consult with 
the people whose lives and environment 
were and continue to be affected!’ 

Surely the Bank was well aware of the 
lack of data base and its various other 
failures to incorporate new information 
after 1985? Why then set up an ‘indepen¬ 
dent* commission and ask for specific 
recommendations? The incomprehensi¬ 
bility of the situation dissolves in the light 
of the Bank’s response to the report. It has 
categorically stated that there would be no 
question of renegotiating the agreements 
with the concerned states and has all but 
rejected the one mild recommendation 
made by the commission, which is that the 
project must be halted temporarily so that 
a review and re-examination can be under¬ 
taken. The government of India too is 
reportedly contamplating reconsidering 
the Narmada Sagar project in the light of 
the commission’s report. 

In other words the World Bank has ac¬ 
complished much by setting up an inde¬ 
pendent commission: it has made sure 
that considerable credit accrues to it for 
setting up such a commission which no 
other international aid organisation has 
seen fit to establish; it has ensured that 
no matter what the report said, it would 
not be placed in a position where it would 
be rejecting concrete proposals, because 
no such recom mendations would be forth¬ 
coming; it has also given itself and its 
supplicants enough room for cosmetic 
manoeuvres without in any real way 
.(hanging the course of the projects. 



It must be clear by now that in a strug¬ 
gle against anti-people development, 
whether it be dams or power plants, it is 
sheer lunacy to rely on reviews, however 
‘expert’. They have their place no doubt, 
but only if the movement is firmly 
embedded in the matrix of political strug¬ 
gle. People’s struggles, whatever they are 
for, do not take place in a vacuum; they 
are always against an anti-people state. 
Perhaps an insufficient articulation of this 
has led to two problems: one, that inter- 
group differences on objectives and stra¬ 
tegies have snowballed into situations 
where one group becomes a passive obser¬ 
ver, some would say even participant, in 
acts of state repression on the other. On 
the other hand, an inability to keep the 
political nature of the struggle in focus has 
led to a lack of well-planned strategies 
which allow for a greater degree of rele¬ 
vant participation. It is important at this 
juncture to create a broad phalanx of 
fraternal interests at whatever level it is still 
possible to do so. For the struggle encom¬ 
passes not just the Sardar Sarovar project 
oustees, but peoples all over the country 
who will increasingly feel the chill of the 
northern winds. 

JHARKHAND 

Opportunist Politics 

GIVEN that the Jharkhand movement 
has at no stage ever looked capable of 
achieving its professed objective of a 
Jharkhand state it will perhaps be a 
travesty to call the latest developments in 
its most influential representative organi¬ 
sation, the Jharkhand Mukti Morcha 
(JMM), a political reverse. In its long 
history the movement has been hijacked 
periodically by spurious leaders, but for 
sheer duplicity none of them is a patch 
on the current leadership of the JMM, 
whose activities, are without precedent in 
even Bihar’s permissive tradition. 

In early March the JMM had launched 
a fairly successful economic blockade of 
the region which was withdrawn prema¬ 
turely. That agitation, even if it led to the 
tabling in parliament of the report of the 
Committee on Jharkhand Matters, was 
intended less to press for autonomy than 
to consolidate the political position of 
Shibu Soren and Suraj Mandal, the 
Santhal Pargana based combine that has 
presently appropriated the Jharkhand 
platform. Allegations of personal profit 
levelled -against them are not easily 
dismissed. The March agitation was 
patently an act of coquetry to which 
the centre responded with the suggestion 
that the JMM, which has 19 MLAs, with¬ 
draw its support to the Laloo Vfcdav 
government. 

The recent turn of events appears to be 
a continuation of that episode. The con¬ 


text, on this occasion, has been provided 
by the election of the state’s represen¬ 
tatives to the Rajya Sabha, an event which 
by the procedure involved lends itself to 
the most sordid manipulations in a house 
that is already easily susceptible to in¬ 
ducements and considerations. The JMM 
leadership was moved to admit Subodh 
Kant Sahay, who was union minister of 
state for home affairs in the brief Chandra 
Shekhar government and who has never 
been known to display even the most 
casual interest in a separate Jharkhand 
state, into the JMM and pift him up as 
party nominee for the Rajya Sabha. Soren 
and Mandal also announced that the par¬ 
ty’s executive committee had decided to 
direct its legislators to abstain from voting 
in the presidential elections and on the 
motion of no confidence in the central 
government sponsored by the National 
Front. 

The decision to put up Sahay has no 
political logic to it so that allegations 
of money changing hands may have some 
truth to (hem. The larger political deci¬ 
sion of gradually withdrawing itself from 
the National Front has certain implica¬ 
tions. The centre’s ploy of pulling down 
the Bihar government through the good 
offices of the JMM may not yield much 
since Laloo Yadav, a pastmaster at the art 
of neutralising opposition, can be relied 
on to split the JMM along factional lines. 
The Singhbhoom group in the party has 
always been opposed to the chief minister 
not so much for tactical and ideological 
reasons but more because he enjoyed the 
support of the Santhal Pargana group. 
Now an inversion can be expected follow¬ 
ing Soren’s newfound antipathy for the 
chief minister. For the JMM, backing the 
Congress in Bihar will serve little purpose. 

As for the centre there is no question of 
it conceding the demand for statehood. 
And in truncated form the JMM will turn 
out to have a much weaker bargaining 
position. Already it is in danger of losing 
two of its MPs and nine of its 19 MLAs. 
Since the JMM was at no point likely to 
bring much gains for Jharkhand the only 
losers are Soren and Mandal. 

A steady weakening of the JMM leader¬ 
ship may not be an altogether adverse 
development as far as the statehood issue 
is concerned. Freed from the iron grip of 
Shibu Soren the possibility of a new align¬ 
ment involving other Jharkhand parties 
and sympathetic non-Jharkhand groups 
may well emerge. The only danger is that 
if the JMM loses influence and simul¬ 
taneously an alternative grou ping does not ( 
emerge the BJP will be afforded a chance 
to try and seize the initiative in south 
Bihar with its opportunistic slogan of 
Vananchgl. The fact that the south Bihar 
component of the BJP under Ind#; &ngh 
Namdhari formed the Sam poor na Kmati 




' Did and broke away from the party does 
no* preclude its success in circumstances 
where Jharkhand groups prove themselves 
incapable of advancing the cause. 

LABOUR 

For More Effective 
Mobilisation 

RECENT developments in the Bhilai- 
Durg area of the Madhya Pradesh seem 
to point to the strength of the entrenched 
far right forces in the country today 
perhaps because of the equation at the na¬ 
tional level. Although the BJP govern¬ 
ment of the state is much more isolated 
than any other state government has been 
in the recent times over its acts of com¬ 
mission and omission in the Bhilai in¬ 
dustrial area, there is yet no indication at 
all that it is. considering, retracing its 
utterly reprehensible steps. Not only has 
it failed to respond to the cry for relief of 
the thousands of workers in the grip of 
a 19th century type of exploitation by 
some industrial buccaneers, not only has 
it not given any evidence of serious efforts 
to apprehend and bring to book the in¬ 
dustrialists named as responsible for 
Shankar Guha Neogy’s murder (indeed, 
one of those arrested for the crime did 
even succeed to escape from custody), it 
has, on the contrary, itself ended in 
shooting down 17 workers and injuring 
many more, when they were demonstrat¬ 
ing for those very steps. About 50 more 
demonstrators are still unt raced. 

Almost the entire non-BJP political 
spectrum from the Congress on the right 
to some of those to the left of the two CPs 
have taken up various action programmes 
in solidarity with the Bhilai workers. A 
unique feature of this affair is that this 
working class struggle under the banner 
of the organisation formed and so far led 
by the late Shankar Guha Neogy even en¬ 
joys the support of a federation of about 
50 NGOs, cutting across all ideational dif¬ 
ferences. Whatever its motive, even a sec¬ 
tion of the state BJP has come out with 
open criticisms of the MP government. 
Although the MP chief minister has paid 
a brief visit to the turbulent area and 
presented somewhat of a penitent face, the 
sure government does not reveal any in¬ 
clination of a change of course, let alone 
of heart. It continued to hold for davs a 
huge area under curfew and its police con¬ 
tinued to pick up union and human rights 
activists from a wide part of the Chhattis- 
garh region. Even a well known progres¬ 
sive activist who also happens to be the 
national secretary of the PUCL was held 
for some days. 

AH this points to the need for devising 
a more effective method of mobilisation 


for better striking power to bend the ob¬ 
durate forces of reaction, represented by 
the BJP and the band of the Dickensian 
exploiters behind it. 

HEALTH 

Familiar Scenario 

THE epidemic of cholera which began in 
January 1991 in Peru was the first such 
in this century in South America. At one 
level it gave rise to measures to protect 
unaffected populations in Peru and in the 
neighbouring countries (including some 
states of the US). At another level, it 
became a focus of ‘research’, for here after 
ail was a disease, to study which it had 
been previously necessary to travel to dif¬ 
ferent continents, presenting itself so close 
to home. Certainly not all research has 
been directed at gaming academic mileage. 
However, some of the findings of the 
epidemiological studies of cholera prompt 
a sense of deja vu. 

One such study conducted in the pro¬ 
vince of Trujillo which accounted for over 
16,000 cases between January and March 
1991 has recently been published in The 
Lancel (July 4, 1992), Enquiring into the 
patterns of spread of disease, the resear¬ 
chers have listed the main factor asso¬ 
ciated with cholera transmission: con¬ 
taminated, unboiled drinking water. And 
how did the contamination take place? To 
begin with, the municipal water had not 
been chlorinated “because of cost, lack 
of chlorinators and chlorine, and the 
belief that deep well water would not re¬ 
quire disinfection". Further, because there 
was not enough water to go around, and 

perhaps also because people could not af¬ 
ford to pay for it, ‘clandestine connec¬ 
tions’ in the water distribution system 
broke the “integrity of water lines” and 
combined “with low water pressure, fre¬ 


quent cut-offs" to Contribute to wide¬ 
spread water contamination. Further, 
because drinking water is not available 
whenever people want it and in their 
homes, they have to store it and it suffers 
further contamination during storage 
because of inappropriate storage con¬ 
tainers which make it necessary for hands 
to be introduced to draw out water. 

This information is certainly not trivial. 
However, the fact that water is the cen¬ 
tral and most important factor in the 
spread of a majority of diseases which 
plague third world countries is not a new 
finding. For instance, volumes of material 
have been generated through various 
studies under the guidance of the Indian 
Council of Medical Research and before 
that the Indian Research Fund Associa¬ 
tion all of which have underlined the im¬ 
portance of clean, uncontaminated water 
in disease control, especially control of 
quick-spreading scourges like cholera. 
And yet, water is perhaps the most neg¬ 
lected of public health concerns. 

The reason for this selective-neglect are 
not all that complex. The problem of 
water is after all not amenable to short¬ 
term, technical solutions. Long-term and 
comprehensive solutions not only require 
large-scale finance, resources which have 
perhaps to be drawn out of more high 
profile areas, but also force an acknow¬ 
ledgement of the nature of class society 
in the third world—that those who cannot 
afford to live in areas which have access 
to water are condemned to suffer repeated¬ 
ly from illnesses such as cholera. 

It is not, therefore, coincidental that the 
main thrust of cholera control measures 
which have been implemented has focused 
on strengthening curative facilities. This 
has reduced deaths due to these diseases, 
as happened in Trujillo where fatality was 
surprisingly low. But what of the fact that 


Professor A K Dasgupta 

The members of the family of the late Professor Amiya Kumar 
Dasgupta would like to request his students, friends, colleagues and 
others who knew him to put down on paper their recollections of 
him and send them to the undersigned at their earliest convenience. 
The intention is to capture the richness of the many dimensions of 
his personality and achievements while memory is still fresh. We hope 
io put together the responses—unless otherwise stipulated—in the 
form of a memorial volume. 

I G Patel 
12 Amee Society, 

Baroda-390015 




those who were ill for long periods, and 
will become ill again and again, may 
perhaps have lost their wages, some their 
jobs, some have spent on medicines 
(whatever the type of health facility it 
would be incredible if the poor have not 
had to pay at some point), on the right 
kind of water containers and on ap¬ 
propriate food? Will the state; which sup¬ 
plied the poisoned water, recompense 


them? This incidentally, is likely to be a 
familiar scenario, in most third world 
countries including India in coming times 
where'growth -oriented’ economies will be 
forced to jettison areas which do'jiot con¬ 
tribute to growth. Public health, including 
water and sanitation already neglected, 
where interventions are likely to in fact 
expose the ‘ugly face" of capitalism will 
be the first targets. 


THE MARKETS 


Uncertain Outlook for Cotton 


D P Surma 


GOING by the latest reckoning of the 
supply-demand position of cotton based 
on inquiries with a cross-section of 
knowledgeable persons in the trade and 
industry, the current season which has 
only one-and-a-half months more to go 
is almost certain to end with a carryover 
stock of 33 lakh to 35 lakh bales. On the 
basis of average monthly consumption of 
8.35 lakh bales during the first nine 
months of the season (September-May), 
this stock is sufficient to meet the in¬ 
dustry’s cotton requirements for four 
months by which time the new crop cotton 
would become available in good quantity, 
notwithstanding any possible delay in the 
movement of the crop. 

Even conservative estimates now place 
the crop at over 118 lakh bales. By June 
26, 116.25 lakh bales are reported to have 
arrived in the market. There are not a few 
who think that the crop might well exceed 
120 lakh bales. Inclusive of the opening 
stock of 22.64 lakh bales and import of 
some two lakh bales under the advance 
licensing scheme total supply comes to 
142.64 lakh to 144.64 lakh bales, depen¬ 
ding on whether the crop is taken at 118 
lakh bales or 120 lakh bales. On the de¬ 
mand side, mill consumption is unlikely 
to exceed 101 lakh bales; it could be lower 
at around 100 lakh bales. Non-mill con¬ 
sumption is reckoned at around 8 lakh 


bales. Exports might not exceed one lakh 
bales as neither the Bengal Deshi quota 
for one lakh bales nor the more recent 
quota for 30,000 bales of staple cotton for 
export to neighbouring countries is likely 
to be fully utilised due to lack of demand 
at the ruling domestic prices. The total 
offtake of cotton therefore will work out 
to around 110 lakh bales, leaving a surplus 
of 33 lakh to 35 lakh bales. 

Viewed in the light of the upward revi¬ 
sion of crop estimates and reduced mill 
consumption—100-101 lakh bales against 
107.57 lakh bales in the previous season- 
reflecting essentially the acute reces¬ 
sionary phase through which the industry 
is passing and the discounts it is reported¬ 
ly offering to market its products, one 
would have expected cotton prices to 
register substantial declines. But cotton 
prices have been displaying a distinctly 
steady tendency since about the beginning 
of April. Disruption in the movement of 
cotton as also of cloth and yarn due to 
the transport strike has not had any 
noticeable impact on the market but it has 
added to the industry's woes. 

A look at the accompanying table 
would show that the ruling cotton prices 
are 4.3 per cent to 17.6 per cent below their 
season’s highs and they are 4.8 per cent 
to 23.5 per cent above the season’s lows. 
Some varieties are quoted a little above the 


Table: Impoioant Changes in Cotton I'mris 
(per candy) 



Support 

1991 92 

1991-92 

July 3. 

Year Ago Pcrccn 

Percen- 

Percen- 

Perccn- 


Price 

Season 

Season 

1992 

3-7-91 

lage 

tage 

tage 

lage 



High 

Low 



Change 

Change 

Change 

Change 







from 

from 

from 

Over 







Support Season’s Season’s 

12- 







Price 

High 

Low 

Month 










Ptriod 

J-34 SG 

4985 

12900 

9500 

11800 

11100 

+ 136 7 

85 

+ 23.5 

+ 6.3 

H-4 (MP) 

6392 

13700 

12000 

13000 

11800 

+ 103 3 

- 5.1 

+ 8.3 

+ 10.2 

Sankcr-6 

6347 

17000 

13800 

14000 

13600 

+ 120.5 

-17.6 

+ 1.4 

+ 2.9 

DCH-32 

9234 

23000 

21000 

22000 

16700 

+ 137.7 

- 4.3 

+ 4.8 

+ 31.7 


Source: E1CA. 


half-way mark between the season’s high 
and low and a few varieties are at or a little 
below the half-way mark. 

It is difficult to offer any really convin¬ 
cing explanation for the relative firmness 
in cotton prices in face of reduced mill 
consumption and improved supply. It 
could be that the trade and various co¬ 
operative marketing federations have been 
holding on to their stocks in the hope that 
the government would respond favourably 
to the persistent demand for export quota 
for staple cotton. What appears more like¬ 
ly is that the trade has been resisting any 
reduction in prices as the ruling prices just 
cover their purchase prices plus the cost 
of carrying cotton. Compared with the 
prices which prevailed a year ago, most 
varieties, other than DCH-32, are only 3 
per cent to 10 per cent higher. It however 
needs to be noted that the increase in 
cotton prices over the 12-month period is 
much smaller than the increase in the of¬ 
ficial wholesale prices index for ’All com¬ 
modities’, around 11.5 per cent. 

More recent ly, a noticeable change has 
come about in the market’s perception of 
the cotton scene, with attention shifting 
from the anticipated huge carryover at the 
end of the season to new crop prospects 
dimmed by the unsatisfactory progress of 
the south-west monsoon. While the initial 
spell of rains was said to be reasonably 
good for commencement of sowing 
operations in almost all the major cotton 
growing tracts, the subsequent prolonged 
dry spell has caused great anxiety. Not 
only have sowings been delayed in several 
states, especially Maharashtra, Madhya 
Pradesh and Saurashtra region of Gujarat, 
the dry spell has adversely affected the 
germination and growth of plants in the 
early sown areas. 

Inquiries with traders who keep a dose 
watch on the progress of the crop right 
from the commencement of sowing opera¬ 
tions indicate that the outlook for the crop 
in Maharashtra and Madhya Pradesh luis 
already become grim and that the crop in 
Saurashtra region is likely to get badly 
damaged if the dry spell persists for 
another week or so. The total acreage 
under cotton during 1992-93 is unlikely to 
show any significant change from that in 
1991-92. The acreage would suffer if 
weather conditions do not improve in the 
next few days. 

While it is m uch too early to make any 
worthwhile statement about new crop pro¬ 
spects, an increasing number of persons 
connected with the cotton economy are in¬ 
clined to the view that the crop might not 
exceed 105 lakh bales and that it could 
well be much lower. The uncertain out¬ 
look for the new crop should provide a 
good opportunity for the trade to realise 
better prices for cotton lying with them. 
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STATISTICS 


r 





Variation (per cent) 


* 

I Index Number* of Wholesale Price* 

Latest 

Over 

Over 

Over 





(1981-82 - 100) 

Weight 

Week 

Last 

Last 

March 

In 

In 

In 

In 



6^-92 

Month 

Year 

1992 

91-92' 

90-91 

89-90 

88-89 

All Commodities 

100.0 

221.2 

1.1 

11.9 

1.6 

13.6 

10.3 

7.5 

7.5 

Primary Articles 

32.3 

231.2 

1,0 

12.5 

2.6 

18.2 

13.0 

2.2 

4.9 

Food Articles 

17.4 

267.2 

1.5 

18.5 

4.9 

20.2 

11.8 

1.2 

*9 

Non-food Articles 

10.1 

224.9 

0.1 

3.9 

-1.2 

18.2 

17.0 

3.6 

-1.7 

Fuel, Power, Light and Lubricants 

10.7 

214.1 

— 

13.0 

0.3 

13.2 

12.3 

3.6 

5.6 

Manufactured Products 

57.0 

216.8 

1.3 

11.4 

1.2 

11.2 

8.4 

11.3 

9.4 






Variation (per cent) 



Coat of Living Index 


Latesl 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March 

In 

In 

In 

In 



1992 

Month 

Year 

1991 

1991-92 

1990-91 

89-90 

88-89 

industrial Workers 

1982 = 100 

234 ! 

1.3 

14.7 

2.2 

13.5 

11.2 

6.5 

9.1 

I Urban Non-Manual Employees 1984-8 5 = 100 

192’ 

0.5 

136 

136 

13.5 

11.0 

6.9 

8.2 

J Agricultural Labourers 

July 60 to 

1046" 

— 

22.6 

— 

19.3 

7.5 

3.2 

11.4 

1 June 61 = 100 














Variation (per cent in brackets) 



Mossey and Banking 


Latest 

Over 

Over 

Over 






Week 

Last 

Last 

March 31, 

In 

In 

In 

In 



(29-5.92) 

Month 

Year 

1992 

91 92 

90-91 

89-90 

88-89 

Money Supply (M } ) 

Rs crore 

3.30,288 

5,505 

52,623 

15,195 

49,560 

36.242 

37,866 

30,877 



(17) 

(19.0) 

(4 8) 

(18.5) 

(15.7) 

(19.6) 

(19.0) 

Net Bank Credit to Government Sector 

Rs crore 

1,67.929 

3,481 

19,785 

9,639 

24,589 

21,477 

19,631 

12,771 

Bank Credit to Commercial Sector 

Rs crore 

1,99,616 

1,448 

25,870 

8,424 

24.173 

14,832 

23,184 

21,686 

Net Foreign Exch Assets of Baqking Sector Rs crore 

18,894 

-216 

11,406 

-633 

10,098 

1,519 

85 

1,033 

Deposits of Scheduled Commercial Banks Rs crore 

2.37,917 

1,953 

39,593 

8.571 

37.916 

25,583 

26.809 

22.105 




(0.8) 

(20.0) 

(3 7) 

(19 7) 

(15.3) 

(19.1) 

(l«7) 

Foreign Exchange Assets 

Rs crore 

13,922 

305 

11,245 

- 656 

9.017 

-1,710 

-600 

-830 



( 2 1) 

(4201) 

(-45) 

(225.5) 

(-30.0) 

< -9.5) 

(-IL6) 

Index Numbers of Industrial 

Weighi 

latest 








Production 


Month 

Averages for 


Variation (per cent) 


(1980-81 = 100) 


(Dec 91) 



In 

In 

In 

In 

In 




1991 92 

1990-91 

199091 

1989-90 

1988 89 

1987-88 

1986-87 

General Index 

100.0 

220 3 

201 7 

203.2 

84 

8.6 

8.7 

7.3 

9,1 

Mining and Quarrying 

II 5 

246 0 

2.31.5 

206 5 

3.5 

6 3 

7.9 

3.8 

6.2 

Manufacturing 

77.1 

209 6 

193.3 

198.1 

9.2 

8.6 

8.7 

79 

9.3 

Electricity 

11.4 

266.2 

252.2 

234.6 

86 

10.8 

95 

7.7 

10.3 

Basic Industries 

19.4 

NA 

NA 

NA 

4.3 

54 

9.9 

5.6 

9.2 

Capital Goods Industries 

16.4 

NA 

NA 

NA 

21 9 

22 4 

7.0 

15.9 

182 

Intermediate Goods Industries 

20.5 

NA 

NA 

NA 

5.6 

4.3 

11.5 

4.8 

4.4 

Consumer Goods Industries 

23 6 

NA 

NA 

NA 

NA 

63 

42 

6.5 

7.1 

Durable Goods 

2.6 

NA 

NA 

NA 

10.9 

1 7 

12.0 

7.8 

18.9 

Ndn-Durable Goods 

21.0 

NA 

NA 

NA 

5 2 

7 5 

2.5 

6.2 

4.9 

Foreign Tirade 

Unit 

Latest 

Cumulative for* 







Month 



In 

In 

In 

In 

In 



(Mar 92) 

1991-92 

1990-91 

199 92 

1990 91 

1989-90 

1988-89 

1987-88 

Export 

Rs crore 

4,785 

43,823 

32,553 

43,828 

32,597 

27,681 

20,232 

15,674 





(34.6) 

(17.5) 

<36.8) 

(291) 

(25.9) 

Import 

Rs crore 

4,726 

47.797 

43,193 

47,797 

43.171 

35,416 

28,23' 

22,244 





(10.7) 

(21.9) 

(25.4) 

(26.9) 

(10.7) 

Balance of Trade 

Rs crore 

+ 59 

3,974 

-10,640 

- 3,974 

8.545 

7,735 

8,003 

-6,570 

Employment Exchange Statistic* 

Unit 

Latest 

Cumulative for* 








Month 



In 

In 

In 

In 

in 



Nov 

1991 

1990 

1990 

1989 

1988 

1987 

1986 

Number of Applicants on Live Register 








30,247 

30,131 

at at end of Period 

Thousand 

36,302 

36,302 

34,484 

34,632 

32.776 

30,050 

Number of Registrations 

Thousand 

495 

5,804 

6,541 

6,541 

6,576 

5,963 

5.465 

5,535 

Number of Vacancies Notified 

Thousand 

43 

468 

444 

530 

600 

543 

621 

623 

Number of Placements 

Thousand 

19 

234 

241 

284 

289 

329 

360 

3SI 

Income 

Unit 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Grom Domestic Product (current prices) 

Rs crore 

4,72,599 

4,01.569 

3,51,724 

2,94,266 

2,59,055 

2,33,476 

2,08,577 1,868.723 

Grom Domestic Product (1980-81 prices) 

Rs crore 

2,10,477 

1.99,329 

1.87,725 

1.70.041 

1,62,711 

1,56.600 

1,50,469 

1,44.863 

Per Capita Income (1980-81 prices) 

Rupees 

2,227 

2,148 

2.078 

1,903 

1,866 

1,842 

1,811 

1,787 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. + (Jpto latest month for which data are available. NA- Not available. 

+ + Provisional data. 0 Quick estimates. 

Notts: (I) Superscript numeral denotes month to which figure relates, e g, superscript 1 indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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COMPANIES 


Still Wanting for OTC Exchange 


Jjurmj K*padia 

THE month of May rolled by, June ended 
and July has started already, but the pro¬ 
posed Over-The-Counter (OTC) market in 
securities of companies not listed on the 
stock exchanges is still nowhere near com 
ing. It had been said by no other than the 
chief executive of the Over-The-Counter 
Exchange of India, Ravi Mohan, way 
back in March, that the CXPC market 
would finally become operational in May. 
But that was not to be as was observed 
in these columns (April 4). Let alone May, 
the position is the same in July and a 
report just published now puts off the 
OTC market's start to August. 

This new and revised deadline was not 
set by chief executive Ravi Mohan. Ii was 

The Week's Companies 


indicated by an executive of the OICEI, 
P V Srinath, when he addressed an open 
house session of the regional conference 
of the Institute of Company Secretaries 
in Madras on July 10. What is keeping the 
OTC market from taking shape is lack of 
the necessary groundwork. 

The OTCEI, Srinath said, was planning 
to appoint brokers in the four major 
metros in the country, while it would be 
following with the appointment of brokers 
in all of the districts at a later stage He 
estimated that when the OTC’ market 
opens at the end of August there will be 
30 members and 100 brokers to start with. 
But it is clear from what Sri nath said that 
the appointment of brokers for the market 


is still to be made. Without their appoint¬ 
ment, the OTC market cannot Auction. 

This is taking time because the finan¬ 
cial institutions, on being handed down 
the task of setting up the OTC market by 
the government three years ag£ had 
wanted to keep everything to themselves. 
They promptly established the OTCEI to 
set up the market all among themselves 
and without letting brokers come in. It 
was only a year ago that they climbed 
down and invited brokers for enrolling on 
the proposed market. But after this 
belated climb-down, brokers have been 
difficult to come by /or enrolment. 

Without brokers the OTC market simp¬ 
ly cannot function. The market’s purpose 
is to provide a continuous and regular 
market in unquoted shares. The scrips are 
to be of new companies which will not be 
coming to the capital market with public 
issues of share capital and will not be 
seeking listing on the stock exchanges but 
on the OTC market. The financial institu¬ 
tions as sponsors of the companies are to 
provide the market in the shares of these 
companies. But for the market to func¬ 
tion, brokers are a must. With the pre¬ 
sence of brokers alone will the market be 
in a position to offer regular bids and of¬ 
fers for purchase and sale of shares which 
must be available on a continuous basis 
by locating parties interested in making 
deals. 

It is because of this that the financial 
institutions have opened the OTCEI’s 
doors to brokers, but the exercise is going 
slow owing to insufficient response of the 
brokers who feel they are being tied down 
with various procedures. The operational 
mechanics have also still to be worked out 
by the institutions. In this light, therefore; 
it is still a fond hope that the OTC market 
will open for trading by August-epd with 
100 brokers on the rolls. 

• • * 

Results of all the three companies in 
review—Borosil Glass Works, Special 
Steels and Garware-Wall Ropes—are im¬ 
pressive, with profits in each one running 
ahead of sales. TVo of the companies. 
Special Steels and Garware-Wall Ropes, 
have also raised the dividends to their 
shareholders and Borosil Glass Works, 
(hough it has not done that, has substan¬ 
tially raised the pay-out because of in¬ 
creased share capital. 

BOROSIL GLASS WORKS 

Gains of Equity Boom 

Against a 26 per cent rise in sales, 
Borosil Glass Works has reported a 107 
per cent increase in profits. However, out 
of Rs 201 lakh increase in gross profit 


Financial Indicator 


Income /expenses 'pn 'fils 
Net sales 
Other income 
Raw materials consumed 
Power and fuel 

Other manufacturing expenses 

I-abour cost 

Other expenses 

Operating profits 

Interest charges 

Gross profits 

Depreciation 

Profits before lax 

fix provision 

Profits after tax 

Dividends 

l.iatuliiies/awi s 

Paid up capital 

Reserves and surplus 

lung term loans 

Short term loans 

Other liabilities 

Gross fixed assets 

Accumulated depreciation 

Inventories 

Of which finished'goods 

Receivables 

I-oans and^advanccs 

C ash and bank balances 

Investments 

Other assets 

Total Uabilitics/jsscts 

Key financial ratio > 

Turnover ratio 
Return on safes 
Return on investment ("’o) 
Return on equil> 

Earning per share 
Dividend (W) 

Book value per share (Rs) 
Current market price 
P/E ratio 


Horosil Crlass Works Spec, 


Mao h 

March 

March 

IWI 

1991 

1992 

271ft 

2179 

24820 

198 

101 

1904 

354 

189 

11974 

as -1 

37 3 

2694 

151 

196 

3629 

757 

621 

2682 

507 

448 

1005 

690 

464 

4740 

722 

197 

919 

468 

267 

3821 

94 

86 

416 

174 

181 

3405 

182 

74 

1 5 50 

!’)2 

107 

1855 

86 

60 

142 

M3 

342 

1139 

1319 

1212 

545(1 

7'1 

7 68 

7120 

591 

595 

1464 

557 

459 

3845 

1410 

1359 

10993 

825 

735 

1693 

876 

605 

4347 

344 

325 

1411 

502 

465 

4085 

748 

728 

790 

54 

45 

348 

798 

891 

2348 

18 

20 


3581 

3376 

19218 

0 76 

0 65 

1 29 

17.22 

12.25 

15 39 

13 07 

7 91 

19.88 

11 55 

6 89 

28.15 

5 58 

3.13 

16.29 

25 

25 

30 

48 48 

45.43 

57.85 

132 50 


305 

23 75 

— 

18.7 


(R\ lakh) 


Steels Garware-Wall Ropes 


March 

March 

M arch 

1991 

1992 

1991 

20045 

4664 

3507 

1701 

160 

158 

9482 

2753 

2056 

2414 

155 

148 

3179 

245 

176 

2270 

258 

206 

1116 

615 

477 

3285 

797 

M3 

481 

292 

25 7 

2804 

505 

146 

448 

|72 

15? 

2156 

333 

189 

1090 

49 

30 

1266 

284 

159 

28 5 

63 

5 7 

11 39 

284 

284 

3936 

1014 

790 

3 Is9 

624 

507 

5 32 

1106 

123? 

3562 

886 

804 

1456 

2423 

2254 

3292 

1191 

1008 

4703 

1154 

1106 

1260 

509 

329 

2984 

503 

679 

522 

520 

277 

324 

l(M 

82 

31 

12 

12 


5 

15 

12728 

4018 

3755 

1 57 

1.16 

0 93 

13 99 

1083 

9 87 

22 03 

12.57 

9.21 

24 95 

21 88 

14.80 

11 12 

10.01 

559 

25 

22 

20 

44.56 

45.68 

37 79 

— 

210 


— 

20.98 

— 
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from Rs 267 lakh to Rs 468 lakh, Rs 77.25 
lakh was by way of trading profits in 
stocks and shares from short-term invest¬ 
ments made of a part of the surplus funds 
during the year. The making of such in¬ 
vestments is a striking feature of Borosil 
Glass Works’ 1991-92 report, as at the 
close of the year they amounted to no less 
than Rs 275.18 lakh and in the accounts 
they are recorded not under investments 
but under inventories as stock-in-trade 
Obviously, the management of the com¬ 
pany ventured to make short-term in¬ 
vestments in stocks and shares because of 
the ongoing equity boom dui >ng the year. 
The reported investment of Rs 275.18 lakh 
which is shown at cost value cover equity 
shares of a dozen different companies in 
addition to UTI Mastershares. Inventories 
under which are included investments 
amount to Rs 875.55 lakh as against 
Rs 604.% lakh at the close of the previous 
year. 

Profitability of operations as well as 
quality of product will improve as the 
company goes over to natural gas as fuel 
on receiving natural gas under an agree 
ment signed with the Gas Authority of In¬ 
dia by about the close of March next year. 
The sheet glass project of the subsidiary, 
Gujarat Borosil, is to cost more following 
the devaluation of the rupee at Rs 65 crorc 
as against Rs 45.75 crore earlier. It is ex¬ 
pected to be commissioned in the current 
financial year’s last quarter. The incrcas 
ed cost is to be met partly with institu¬ 
tional loans and partly with a public issue 
of share capital. Expansion of the coin 
pany’s facilities to cover manufacture of 
blown and pressed laboratory glassj con- 
sumerware and tubing is expected to cost 
Rs 40 crore. The new facilities are to be 
set up in Gujarat. 

While the company has maintained the 
dividend at Rs 2.50 per share, this will 
cover share capital as increased at the 
close of 1990-91 with the allotment of 
11,76,852 shares of Rs 10 each at a 
premium of Rs 25 per share in conversion 
of debentures. As the conversion took 
place at the close of the previous year, the 
dividend on the shares allotted on conver¬ 
sion has become due for 1991-92 and the 
pay-out of dividend has increased from 
Rs 60 lakh to Rs 86 lakh. With reserves 
and surplus aggregating nearly four times 
the share capital at Rs 1,319 lakh and the 
share premium account alone amounting 
to Rs 296 lakh, a bonus issue is almost 
certain particularly as Borosil’s only 
bonus issue in the proportion of 1:2 was 
made way back in 1982. 

SPECIAL STEELS 

Rapid Expansion 

With a shareholding in excess of 50 per 
cent by T1SCO and its company, Kalimati 
Investment Company, Special Steels is in 


fact a subsidiary of TISCO. It is also a 
listed company with public shareholding 
at the same time. While its turnover dur 
ing 1991-92 improved 23 per cent, its pro¬ 
fit after tax recorded a 47 per cent growth 
despite a higher tax provision due to in¬ 
creased earnings coupled with an increase 
in the tax rate and a reduction in the rate 
of depreciation announced for the year. 
Steel wires production was a record at 
1,04,700 tonnes compared to 1,01,500 ton¬ 
nes in the previous year, while sales in 
creased lo 1,06,200 tonnes from 1,03,300 
tonnes, and the company exported 14,000 
tonnes wires as against 15,000 tonnes on 
account of "l&ta Steel’s export division ear¬ 
ning Rs 2,330 lakh in loreign exchange as 
against Rs 1,550 lakh in the previous year, 
foreign exchange used and expended on 
imports (excluding canalised imports) 
amounted to Rs 1 163 lakh as against 
Rs 948 lakh pievic.usly 

Sales of steel billets recorded a further 
decline from 1,200 tonnes to 700 tonnes, 
although production was almost the same 
at 74,700 tonnes compared to 74.800 ton¬ 
nes in the previous vcai. Wire rods sales 
showed a small increase from 1,01,100 
tronnes to 1,04,7(8) tonnes, but were less 
than production amounting to 1,48,300 
tonnes compared to 1.44,200 tonnes in the 
previous year. Steel billets capacity stands 
increased however from 72,000 tonnes to 
92,000 tonnes with the renovation carried 
out of the second electin' arc furnace and 
a new 6 mtr radius continuous casting 
machine installed 

In steel wires manufacture additional 
facilities have been set up at the Tarapur 
plain for manufacture of PC wire, shutter 
wire and cycle spoke wire, besides balan¬ 
cing facilities to increase bead wire pro¬ 
duction, whereby the capacitv of the plant 
is increased to 30,000 tonnes per annum 
At Borivli in Bombay, a high speed 
machine has been commissioned in 
replacement of an old machine for ACSR 
wire. At Tarapur again a 132 KV sub¬ 
station to ensure stability of power supply 
will cover increased power requirements, 
including of cold rolled shceis The pio 
ject for (he manufacture ol these sheets, 
including deep drawn,extra deep drawn 
grade steel shaies, is progressing io 
schedule. The erection and commission¬ 
ing of various equipment is to be com¬ 
pleted in stages by March 1993. Mean 
while, the project cost is revised to Rs 151 
crore from Rs 130 crore, while expenditure 
incurred as at the dose of March 1992 has 
amounted to Rs 27 crore. 

Eurlds for t his expansion project were 
raised with a rights issue of partly con¬ 
vertible debentures aggregating Rs 85.42 
crore, while the amount collected, together 
with retention of 15 per cent excess 
subscription, was Rs 98.23 crore In ad¬ 
dition, employees subscribed Rs 3.18 crore 
for the debentures issue Application and 


allotment money have been received and 
calls due will be made during 1992-93. 

CARWARl.WAI.I ROPES 

INew Projects 

While Garwarc-Wall Ropes has declared 
a modestly higher dividend of 22 pet cent, 
it has also pio posed a 1:1 rights issue at 
a premium of Rs 73 per share. The pro¬ 
posed issue, togcthei with a quota of 
1,42,090 shares reserved for the employees, 
will raise the paid-up share capital from 
Rs 284 lakh to Rs 583 lakh, while Rs 22.38 
lakh will accrue to share premium account 
augmenting reserves to this extent, l'he 
rights rs. tor a proposed diversification of 
business in Mich fields as manufacture of 
ter rv towels, bed shcettngs and cotton 
made ups; supply of rope-making machi¬ 
nes, spinning machines and twisting 
machines m the domestic and export 
markets; finance and brokerage, including 
deposit or lending ol money in securities 
and ptojtcrly, besides bill discounting; and 
real estate and properly These various 
fields are covered by the company’s 
Memorandum of Association. The R and 
D division has finalised designs for the 
manufacture of the machines. The com¬ 
pany has received the necessary govern¬ 
ment approvals to manufacture terry 
towels/fabrics and made-ups to the extent 
of 4,960 tonnes per annum under the 100 
per cent export-oriented unit scheme 

It is proposed to set up 2,000 tonnes 
capacity under phase one of the project 
at Taloja, ncai Bombay, which is expected 
to start commercial operations by the se¬ 
cond quarter ot 1993. Capital expenditure 
towards this is estimated at Rs 36 ciore. 
For the machines as arc proposed to be 
manufactured, the company has ix-cn 
receiving encouraging response from 
buyers at home and abroad Meanwhile, 
the fibre division completed the first full 
year’s commercial operatic!'-, during 
1941 92 with suceexiiu! forays made in ex- 
poit of the product, in 'he markets in 
south-east Asia and Europe. It .s proposed 
to take up now manufacture of poly¬ 
propylene staple fibre m ter ms of a letter 
of intent for a capacity c>! 2,<X)0 tonnes 
with in-house technology 

The new projects are to augment the 
company’s foreign exchange earnings which 
during 1991-92 amounted to Rs 958.16 
lakh as against Rs 992.39 lakh expended 
large!v on imports. Against the modest in¬ 
crease in dividend from 20 pci cent to 22 
per cent, sales turnover recorded a rise of 
30 per cent and profits after tax of 79 per 
cent. While sales Utrnovet showed an 
increase, production registered a drop 
from 7,441 tonnes to 6,925 tonnes and 
stocks in year-end inventories were Rs 509 
lakh compred to Rs 329 lakh at the close 
of the previous year. 
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IN THE CAPITAL MARKET 


Adithya Alkaloids 

Adithya Alkaloids of Hyderabad, 
which is promoted by M Sridhar and 
M C Reddy, who also have established 
Adithya Exports, which posted a net pro¬ 
fit of Rs 55 lakh on a turnover of Rs 1 
crone during 1991-92, is setting up a 
Rs 4,10 crore protect lor the manufacture 
and export of value added alkaloids, vin¬ 
cristine sulphate BP/USP, an antineo 
plastic alkaloid rinding application in 
chemotherapy ot cancer, using catharan 
thus roseus (C’R) leaves as the base 
material, which are grown extensively in 
Andhra Pradesh and Tamil Nadu. 1 he 
plant at 30kms from Hyderabad foi this 
100 per ceni ex port-oriented project is ex¬ 
pected to commence trial production 
next January and it is to start commer¬ 
cial production by the first quarter of 
1993 Finance for the project is to com¬ 
prise Rs 3.60 ciore of equity funds 
(Rs 1.44 croic of it as promoters' con¬ 
tribution) and a term loan of Rs 50 lakh 
from Vysya Bank. The company is of¬ 
fering out of a capital issue of Rs 2.16 
crore equity shaies worth Rs 1.84 crore 
to the public, opening the lists for 
subscription on July 27, with Canfina 
and Fairgrowth Financial Services as the 
lead managers of the public issue In ad¬ 
dition to contracting with leading traders 
in TUticorin for supply of CR leaves, the 
company plans to scan a herbarium as 
svcll as a pilot plant and establish its own 
CR leaves plantations, to secure required 
supplies of the raw material. Plant and 
machinery, excepting for the high pressure 
chromotag raphy unit and some critical 
quality control equipment, is also to be 
procured indigenously. Imports will be 
duty free and indigenous supply of 
capital goods will be exempt from excise 
duty for the 100 per cent export-oriented 
project. For expons, the company is 
to employ the market network which 
Adithya Exports has established. Besides, 
it has made an agreement with Global 
Chemical of the US for arranging for 
FDA-USA registration as well as for ex¬ 
port of the products for a period of rive 
years. 

Dharmadeep Properzi 
and Alloys 

Dharmadeep Properzi and Alloys, 
engaged in the manufacture of aluminum 
wire rods, wires and strips at Hosur in 
Tkmil Nadu, is embarking on a moder¬ 
nisation and diversification programme 
for the manufacture of alloy ingots, 
aluminum alloy wire rods, aluminium 
alloy wires and hi-tech insulated conduc¬ 
tors. As the modernisation utilises ex¬ 
isting infrastructural facilities with 
marginal additional investment for hi- 


tech products and since the project is en¬ 
visaged to be fully financed from equity 
sources, additions to interest charges, fix¬ 
ed charges like works overheads, ad¬ 
ministrative overheads, etc, would only 
be marginal This would enable the com¬ 
pany to achieve a break-even point at as 
low as 13 per cent of contribution and 
8 pei cent ol capacity gtihsation The 
estimated cost of the project modernisa¬ 
tion and diversification is Rs 325 lakh. 
It is proposed to be financed entirely 
through equity share capital (promoters 
Rs 97.84 lakh and public issue Rs 227.16 
lakh) The public issue; lead managed by 
( anbatik Financial Services and 
Fairgrowth Financial Set vices, will open 
on Inly 30. Dharmadeep Properzi and 
Alloys recorded a turnover of Rs 975 
lakh with the profit after tax of Rs 42 
lakh for the year ended March 1992. As 
against the present paid capital of Rs 53 
lakh, the company has a reserve position 
of about Rs 90 lakh (excluding assets 
revaluation) 

Pharmasia 

Pharmasia, which is engaged in the 
manufacture of pharmaceuticals (formu¬ 
lations), cosmetics, food products, her¬ 
bal products and homecare products, is 
making a public issue of Rs 2.31 crore 
equity shares on July 27, with State Bank 
of Hyderabad and Fairgrowth Financial 
Services as the lead managers of the 
issue. This is following the company’s 
proposal to enter the field of bulk drugs, 
after it has been contracting for the 
manufacture of these for the last nine 
years, its own branded products consti¬ 
tute 30 per cent of its total manufactured 
products It proposes now to take up 
itself the manufacture of four basic 
drugs, namely, astimizole, peroxicam, 
verapimil and omeprazole, whereby it in¬ 
tends to increase the share of its own 
branded products in total manufacture 
to 75 per cent by 1993-94. Production of 
these drugs is to commence by March 
1993. However, the company is confident 
of servicing the increased share capital 
with profits earned out of the existing 
manufacturing operations. It paid a divi¬ 
dend of 15 per cent with an EPS of 
Rs 18.14 for 1990-91. Sales then amounted 
to Rs 137 lakh and net profit to Rs 12 
lakh. With the expansion, the turnover 
is to amount to Rs 19.7 crore during 
1993-94 and net profit to Rs 2.1 crore. 
Pharmasia is promoted by L V Vithal 
Racy who has established Pharmasia 
Organics (Pvt), which is manufacturing 
the anti-ulcer d rug omcrprazole, and over 
whose manufacturing facilities the com¬ 
pany has obtained rights by lease. The 
expansion is to entail an outlay of Rs 3.6 
crore 


Vasiindhara Rasayans 

Vasundhara Rasayans is reputedly the 
first company to be listed with the Over- 
The-Counter Exchange of India, which 
hopefully is to come into operations in 
August. The company has a Rs 3.62 crore 
project for the manufacture of dried 
aluminium hydroxide 1P/BP/USP with 
an installed capacity of 1,200 tonnes per 
annum, which it is setting upAd Mahad 
in Raigarh district, Maharashtra. The 
project outlay is being financed with 
Rs 99.95 lakh of equity, Rs 2.16 crore of 
term loans, Rs 21.05 lakh of othy bor¬ 
rowings and the balance Rs 25 lakh by 
way of special capital incentive. The pro¬ 
ject is ready to start commercial produc¬ 
tion and the promoters, M P Agarwal, 
B K Kcdia and R K Agarwal, have pro¬ 
posed to export 25 per cent of output to 
countries in south-east Asia, west Asia, 
Asia-Pacific rim, Africa and Latin 
America. The company for the OTC 
listing is sponsored by Canbank Finan¬ 
cial Services, while it is making a share 
capital issue of Rs 40 lakh, Rs 38 lakh 
of it to the public, for which the lists are 
opening on July 28, under Credit Capital 
and Canfina as the lead managers. Any 
shortfall in public subscription for the 
capital issue is to be made good by the 
promoters. 

Indian Seamless Steels 

Indian Seamless Steels is a promoted 
by the Indian Seamless Metal Tribes for 
the manufacture of carbon stejl and alloy 
and special steels rounds with a capacity 
of 1.50 lakh tonnes per annum near Pune, 
Maharasntra, by way of backward inte¬ 
gration of production. Indian Seamless 
Metal Tribes will absorb half of the pro¬ 
duction of Indian Seamless Steels. This 
new company has entered into a colla¬ 
boration with SMS Schloeroann Siemag 
AG, Germany, for supply of designs, 
drawings, technical documentation and 
information. The major raw material for 
production of rounds, namely, steel 
scrap, strips, direct reduction iron and 
ferro alloys, will be procured indigenous¬ 
ly and where ste:. scrap is concerned, 
from imports- The project to cost Rs 153 
crore is to go on r tr«. « by April next and 
in the first year, with an estimated 40 per 
cent capacity in use, to incur a net loss 
of Rs 5.35 crore, but subsequently it will 
yield a net profit of Rs 31.22 crore with 
a capacity utilisation bf 80 per cent in 
1995-96. The company is offering for 
subscription for cajdt at par on July 15 
31,50,000 (14 per cent) partly convertible 
debentures of Rs 220 each with ANZ 
Grindlays Bank, JM Financial and In¬ 
vestment Consultancy Services and Bank 
of India Finance serving as lead 
managers to the issue. ^ 
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RANDOM REFLECTIONS 


Environment, Ecology and 
the Himalayas 

Aran Ghosh 


A careful, authentic, genuinely humane and sympathetic piece of 
research has some significant conclusions to offer on environment, 
ecology and the Himalayas. First, the geological structure of the 
Himalayas is such that any major tampering with it can be 
dangerous. Second, local wisdom and local experience should not 
be treated with the supercilious contempt that our experts 
generally bestow upon them. Finally, vague talk of ecology and 
environment is unwarranted; only a multidisciplinary study can 
tell us what is best for the ecology. 


THERE is undoubtedly considerable lack 
of knowledge—and resultant controversy— 
about the way man adjusts to his environ¬ 
ment, the manner in which he comes to 
terms with his environment, and where in 
the absence of intervention from outsiders 
his life-style comes to blend with the en¬ 
vironment harmoniously, such that here 
is no damage to either the ecology of the 
area or to man’s pattern of life. All this 
remains essentially true until the ihroads 
of modern civilisation and the demands 
of outsiders start making claims on the 
resources ot the area, which are no longer 
supportable. 

The Himalayas arc, geologically, a re¬ 
cent phenomenon. When the Indian plate 
separated itself from the African plate, 
and drifted into a collision with the Asian 
plate, the collision led to the emergence 
of the Himalayas. Even today, in the 
north-east, one finds buried under earthen 
mounds the remains of marine life. Even 
today one sees the wonder of the Kali 
Gandak cutting through the Himalayas at 
a height of some 4,000 feet (from the sea 
level), when the Dhaulagiri on one bank 
of the Gandak and the Annapoorna on 
the other bank, rise to the majestic height 
of more than 26,000 feet. The river which 
once originated in the Asian plate and 
merged into the ocean where it was then, 
refused to be intimidated by the sudden 
emergence of the Himalayas, and literally 
cut through the mountains to meander, 
via, Nepal, into the Gangetic plains of 
north India. 

Even today, the Indian plate is slowly, 
inexorably, pushing into the Asian plate, 
sliding under it. As a result, the Himalayas 
are gaining in height. Mount Everest, or 
Sagarmatha as the peak is known in 
Nepal, was 29,002 feet high when I read 
my geography as a schoolboy. In my adult 


days, l was told Mount Everest is 29,140 
feet high, and that the earlier calculation 
was wrong. I learnt later in life that the 
Himalayas are gaining in height, that the 
constant pressure of the Indian plate 
against the Asian plate is making this 
change (in the Himalayas) a fact of nature 
and therefore a fact of life. 

Incidentally, it is this factor which im¬ 
parts to the Himalayas a great deal of 
‘instability’. The frequent earthquakes in 
the north-eastern and northern parts of 
the country are the result of the unknown 
convolutions of nature, deep in the bowels 
of the earth, a major factor being the con¬ 
stant, unrelenting pressure of the erstwhile 
Indian plate against the erstwhile Asian 
plate. This point has very great signi¬ 
ficance for our approach to many aspects 
of Indian life and development program¬ 
mes, but 1 will not go into them here. The 
present discussion is related only to the 
ecology of the area and the people who 
live under the shadow of the Everest, the 
l.hotse and the Nuptse. 

Barbara Brower* is a geographer; but 
she has delved deep into geology, botany, 
zoology, and a lot of other scieriecs; she 
had learnt the language of the people of 
the Khumbu area; and she has, over a 
period of years, spent some 24 months 
living with the people, and interacting 
with them, having come to be accepted by 
them as a friend. She has seen all seasons, 
having lived in the area in long stretches 
between January-November, October 
March and May to September, apart from 
shorter visits. Her deep insight into the 
life, the habits, the cultural modes and the 
economic pattern of the lives of the people 
of the area give her study an authenticity 
which is rare. She is by no means a casual 
visitor passing subjective judgment on 
issues which vitally affect the lives of 
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people in other lands. 

The people of the Khumbu area ap¬ 
parently belong to the ‘Kham’ dominated 
area of eastern Tibet, a group having 
migrated to this area—between Bhote Kosi 
(fed by the Lunag and Sumna glaciers), 
Doodh Kosi (fed by the Ngozumpa 
glacier), Khumbu Khola (fed by the 
Khumbu glacier) and lmja Khola (fed by 
the Lhotse and lmja glaciers)—in the 15th 
century, some 500 years back. They have 
apparently lived in this area for many 
generations, and had, in the past, 
developed a life-style in harmony with the 
resources of the area. They have, in the 
past, migrated from season to season bet¬ 
ween the submountain area (below 3,200 
metres) and the subalpine region (between 
4,000 and 5,200 metres), and in fact, they 
have been taking out their yaks to graze 
even in the Alpine region between 5,200 
and 6,000 metres. 

It is a revelation—and shows how little 
we really know of this world and its 
people and how they subsist—that life can 
be sustained by vegetation at these heights 
and, as Barbara Brower has painstakingly 
found, the danger to the Himalayan 
ecology does not arise from these people 
and their demands (even on the forestry 
resources of the area) but from other 
factors. The Khumbu region is now 
designated as the ‘Sagarmatha National 
Park’ by the government of Nepal, under 
the guidance of ‘expert’ environmentalists 
from developed countries. 1 now turn to 
a consideration of the pattern of life of 
the original inhabitants of the people of 
the Khumbu region, the other natural and 
man-made factors that tend to destabilise 
the landscape of the region, and the dif¬ 
ficult and delicate choice between rapid 
(westernised pattern of) ‘development’ 
and a sustainable pattern of life in the 
Khumbu area. The issue is delicate 
because no one has the right to condemn 
a whole people to a pattern of life which 
is in essence primitive And yet, if people 
of developed societies wish to enjoy the 
adventures of, say, trekking in a ‘National 
Park’, in the shadow of the Everest, there 
should be some way to ensure that their 
demands on local resources are not such 
as to destroy the ecology and environment 
of the area (which have sustained life 
despite local use of these resources for 
some 500 years). 

Way back in 1975, Eric Eckholm felt 
that population growth among traditional 

* Shrrpa* of Khumbu: People, Live¬ 
stock and Landscape; by Barbara 

Brower, Oxford University Press, Delhi, 

1991. 
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agriculturists and their increasing 
demands for fuel-wood and cultivable 
fields lead to deforestation and conse¬ 
quent erosion and create a threat to the 
environment. He warned that . .without 
a massive effort to preserve and restore the 
ecological integrity of the mountains, 
within a few decades-they will... be. . 
barren eyesores that perennially present 
the lowlands with devastating torrents, 
and suffocating loads of silt”. In Barbara 
Brower’s words, “Eckholm’s interpretation 
of environmental crisis in the Himalaya... 
has served as something of a call to arms 
ever since". And yet geologically, and to 
quote Brower again, “The inherent in¬ 
stability of the rapidly rising, monsoon- 
sliced Himalaya appears to produce a 
substantial proportion of surface distur¬ 
bances without the assistance of any 
human agency...”. Barbara Brower has 
delved deep into, and is full of admira¬ 
tion for, “the sophistication inherent in 
‘traditional' people’s understanding and 
accommodation of an environment's 
complexity and dynamics.. It is... 
incumbent upon mountain peoples to 
regulate their exploitation of a cir¬ 
cumscribed environment characterised 
by its low productivity. Cultural practices 
of Khumbu Sherpa exemplify such 
regulation.” 

Let us briefly examine how this regula¬ 
tion, and exploitation of resources 
without damaging the environment, are 
achieved. 

The Sagarmatha National Park area— 
or the Khumbu region with which wc are 
concerned—comprises (to quote from 
Brower) an area of some 1,110 square 
kilometres, “a rugged landscape of great 
mountains, interdigitating glaciers and 
ridges, glacial aebris-burdened streams, 
hanging micro-valleys and constricted 
fluvial terraces”. Mark (he words “glacial 
debris-burdened streams . and con¬ 
stricted fluvial terraces". Few people are 
aware that some of the major glaciers in 
the Himalayas are wasting a way. One does 
not yet know the precise scientific 
explanation for this, but the Himalayas, 
consisting primarily of raw rock forma 
tions and rubble, can and do send down, 
from these wasting glaciers, enormous 
quantities of rock, silt and other debris. 
The terraces are ‘fluvial’; they are shaped 
and conditioned by the flow of these 
primaeval glacial streams, themselves sub¬ 
ject to unforeseen changes. 

Few people arc also aware that 
“temperatures in Sagarmatha National 
Park are more temperate than one might 
expect... At 3,500 metres on a ridge 
below Everest, it might—in any season— 
be tee-shirt weather..Of course, the 
weather can change dramatically within 
a few hours. 

The Khumbu area consists of five main 
villages, Nauje, Khunde-Khumjung (two 


independent but close-to-each-otfier 
villages), Thami-Thangmite (again two 
independent but neighbouring set¬ 
tlements), Fort sc and Pangbujc (which 
was a subsidiary settlement but has been 
growing into a permanently settled area). 
The total native population of the 
Khumbu area is approximately between 
3,000 and 3,500; today these numbers of 
resident population have swelled con¬ 
siderably by (a) officials (from the lower 
valleys of Nepal) designated by the 
government of Nepal to ‘look after’ the 
Sagarmatha National Park, and (b) both 
semi-permanent residents of foreign foun¬ 
dations and the fluid population of trek- 
kers/helpers/mountain climbers, who 
have now found idyllic trekking routes 
along the Khumbu Khola, the Doodh 
Kosi and the Bhote Kosi rivers and of late 
the imja Khola. 

Nauje, the starting point, can hardly be 
called a village any longer. It abounds in 
modem hotels; there was a hotel in nearby 
Shyangbuje which boasts of a helieoper 
pad; and there is now a landing strip (for 
small planes) two days’ march from 
Nauje. 

Barbara Brower essentially makes three 
points. First, a natural landslide on the 
Bhote Kosi—which temporarily blocked 
the river and was eventually breached— 
led, in 1985, to a devastating torrent of 
debris-laden waters of the Bhote Kosi 
which wiped out a village and had far- 
reaching consequences on the life and 
tillage in the area affected. The conclu¬ 
sion she draws from the above incident, 
and from the evidence of ‘wasting 
glaciers’, is that the geology of the 
Himalayan rock formation is such that it 
is liable to ‘natural disturbances’ of a 
magnitude which is not realised. Second, 

■ he traditional lifestyle of the Khumbu 
residents is one which is in complete 
harmony with its ecology and environ¬ 
ment. This she has illustrated after a deep 
study of the life and livelihood pattern of 
the people of Khumbu region. A very 
brief summary is appropriate. 

The main crops grown in the narrow 
cultivated terraces in the Khumbu region 
are barley and potato; the main ancillary 
crop is fodder, which is partly grown and 
partly left to nature to provide. Every 
village has a number of subsidiary 
villages-, every householder has a cottage 
in these subsidiary villages, and they 
migrate with their yaks steadily higher on 
the mountains, as the summer prog,-esses, 
to allow the crops to grow in the villages 
undisturbed. Yak milk and butter and yak 
wool are their other resource; and trade 
in yak and in mixed yak breeds (yak 
crossed with bovine cattle) with Tibetans 
and lowland people, a traditional form of 
exchange. 

Brower has gone into the detailed an¬ 
nual migratory habits of two owners of 


cattle, one (Pemba Nuru Sherpa) with 39 
heads and the other (Aju Nima Sherpa) 
with 14 heads of yak and other mixed 
cattle (‘dzum’ or other varieties). They 
have moved to a total of 16 villages (bet¬ 
ween the two of them) ranging in height 
from 3,800 metres to 4,800 metres. The 
yak can graze all day along steep hillsides 
on its own; only, it has to be led back to 
its shelter at night. And what may appear 
to be bare hills suddenly turn into verdant 
hillside after every rain. The winter 
months are hard when stored fodder has 
to be provided to the animals. The 
Sherpas (meaning, literally, migrants from 
the east, i e, the Khani region of Tibet) 
have lived this life for nearly five centuries, 
in harmony with their ecology and 
environment. 

Into this environment we have now 
introduced the National Park concept and 
‘tourism’. The demands made on the local 
forestry timber, by both the lowland 
people who are officials of the National 
Park and the trekkers and mountain 
climbeis, are several times the demands 
made on fuel-wood by the Sherpas (who 
are used to the cold climate). With the 
increase in tourism (and trekking) has 
come the demand for ‘zopkio’ (pack 
animals used for transport of baggage) 
The ‘zopkio’ population has now soared, 
creating a demand for fodder which can 
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no longer be sustained by the Khumbu 
region. 

Of course, ir 'tuntain climbing, trekking 
and tourist influx have brought prosperity 
to many, most ly to residents of Nauje and 
other areas on the trekking route. But 
there has also come violation of tradi¬ 
tional codes of behaviour. Where, earlier, 
grazing in and around the main villages 
in summer months was prohibited, and all 
the owners of animals had to move up to 
‘subsidiary* villages higher in the moun¬ 
tains, the new ‘zopkio’ owners refuse to 
do so. The demand for ‘zopkio’ is no 
longer seasonal; mountain-climbing and 
trekking has become an all-season affair. 
And the new ‘zopkio’ owners, some of 
them migrants, no longer obey the tradi¬ 
tional codes of behaviour, thereby en¬ 
dangering not only the standing crops but 
also the ecology of the area. 

lb these problems, Brower adds the 
‘development’ ushered in by well-meaning 
developed societies. A mini-hydroelectric 
plant near Nauje, introduced with a view 
to reducing the consumption of f jel-wood 
for cooking and of yak butter for lighting, 
has created its own ecological disturbance 
in the area, without reducing the demand 
for fuel-wood, for, the availability of elec¬ 
tricity has now resulted in the construc¬ 
tion of luxury hotels which have consum¬ 
ed more timber than the entire Sherpa 
population of Khumbu area would have 
required over a period of years; the elec¬ 
tricity available is not enough for the spate 
of tourists, and much more fuel-wood is 
consumed today by and fot outsiders than 
required by the local people. 

Many Sherpas of the nhinnbu region 
have prospered, but this prosperity now 
poses a threat to the viability and sus¬ 
tainability of the system. 

What are the lessons that one can draw 
from the careful authentic, as well as ge¬ 
nuinely humane and sympathetic research 
conducted by Barbara Brower? Badlc con¬ 
clusions should be avoided. The most im¬ 
portant conclusion is that the geological 
structure of the Himalayas is such that 
any major tampering with it can be 
dangerous. Even a mini-hydel project near 
Nauje has reportedly had several adverse 
ecological consequences which we need 
not discuss here But closer to us, the Tfchri 
Dam—with its potential of 4,000 MW of 
hydet power, but without significant 
irrigation benefits— is a project one 
should re-examine, not with reference to 
the stability of the dam but with reference 
to the stability or the mountainsides, after 
billions of tonnes of water are stored. One 
is not saying there should be no dams in 
the Himalayas; only, that before these 
dams are constructed, one should under¬ 
take more detailed study in regard to the 


geology of the rocks in the area, the 
possibility of ‘faults’ in the earth crust in 
the vicinity (for any leakage of water 
into the bowels of the earth could have 
disastrous consequences), and the general 
environmental/ecological considerations 
in regard to submergence of forests. 

The second lesson one can draw is that 
local wisdom, local experience should not 
be treated with the supercilious contempt 
that our experts generally bestow on them. 
The Sherpas of Khumbu.have lived in har¬ 
mony with nature for 500 hundred years; 
and the cavalier comments of outsiders on 
the ‘damage to ecology’ from the lifestyles 
of the local population, are unwarranted, 
in fact, this leads on to the importance 
of local area planning only in consulta¬ 
tion with—and with the approval of—the 
local population. ‘Outsiders’ have done 


more damage to the Khumbu area in the 
space of three decades than the Sherpas 
have over 500 years. 

This does not imply that aU benefits of 
development should be denied to local 
people But then one has to move with 
care, and with due regard to the culture, 
the traditions, the life patterns of the local 
people. 

Finally, the inevitable conclusion that 
emerges is that vague talk in. regard to 
ecology and environment is unwarranted. 
Only a multidisciplinary study can tell us 
what is best for the ecology. Unfortunately, 
such studies are rare. It is easy to speak 
in populist terms. 

Barbara Brower’s study of the Sherpa 
life in the Khumbu region is one which 
should be studied by all ^environmentalists’. 
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POTOMAC MUSUNGS 


Man’s Truest Monument... 

Deena Khatldiate 


D T Lakdawala did not favour dirigiste economic policies; he was 
relentless in his criticism of Indian economic policies of the 1970s 
and 1980s. But he did not swing to the other extreme of 
advocating a free market economy. He was one of the. few 
intellectuals who refused to be swayed by new fashions, while not 
being immune from change if it was warranted by the facts before 
him. 


THAT was just the beginning for a new 
generation of economists, of the ‘Bombay 
School’. Many of the earlier ones who had 
dominated it gravitated to new pastures. 
Others passed into history as serious 
economists. K T Shah, the first director 
of the school, was a pariah. C N Vakil 
relished his image as an academic ad¬ 
ministrator. V K R V Rao was in the orbit 
of international organisations, girdling the 
globe, advocating one cause or another on 
India’s behalf. D Ghosh bid goodbye to 
academia after his unhappy experiences 
at both the Bombay School and Baroda. 
B P Adarkar forsook the university ct.n 
pus after going from pillar to post in a 
vain effort to find a permanent berth as 
a professor. Anjaria had just moved to the 
Reserve Bank of India to join J V Joshi, 
B R Shenoy and B K Mad an who were 
trying to build up a pioneering economic 
research department in the bank. Only 
Dantwala, with his handsome presence, 
deep knowledge; independence of thought 
and insights into stagnant Indian agri¬ 
culture was around. It was at this 
time, around 1947, that a new crop of 
economists was rising on the horizon of 
Bombay University. Ybung K S Krishna- 
swamy, first as a researcher and then as 
a teacher, thrilled his students with his 
esoteric flights along the slippery indif¬ 
ference curves of Hicks and into the 
macro-economics of Keynes and Oskar 
Lange. Being a high-flyer w ho could talk 
about economics in a mathematical 
language to students who were fashioned 
by a curriculum which treated mathe¬ 
matics as an alternative to logic, he had 
a mystique about him. His limpid prose, 
easy delivery and captivating style of 
presenting the intricate subject of the 
theory of value made him the darling of 
his students who were in search of a hero. 
Soon, however, he went away to the 
London School In came D T Lakdawala 
from Harvard, where he had been spen¬ 
ding a year studying the international 
aspects of development. Simple in ap¬ 
pearance to tbe point of being shabbily 
dressed, serious of expression to be for¬ 
bidding to his students and spartan of 
babit, he made his quiet debut on the 


scene. 

Very little was known about him, until 
he started his lectures on the history of 
economic thought. Methodical, scholarly, 
endowed with an elephantine memory and 
self-effacing, he used to enter the 
classroom with a wad of notes, which he 
never looked at throughout his lecture. 
Notes for him were like a peg to hang his 
thoughts on. He took us through the 
physiocrats’ circular flow, Adam Smith’s 
invisible hand, William Petty’s monetary 
theory, Ricardo's iron law of wages, 
Marx’s organic composition of capital 
and Keynes’ then-revolutionary General 
Theory, not once did he falter. It was truly 
an awe-inspiring performance. Soon he 
switched to lectures on taxation. Though 
he wrote a book on Justice in Taxation, 
it was a mystery to students like us who 
believed then, as students do now, that 
taxation was basically unjust. Many of 
us then felt that his lectures, though 
thorough, were arid, prosaic and of a 
pebble-gathering variety. The received 
doctrine was well presented, but there was 
no scintillating stream of thought, no pro¬ 
vocative idea, no challenge to your wits. 
Yet, in retrospect, those lectures appear to 
have been a model of clarity and preci¬ 
sion. They opened up a fascinating world 
of logical thought to his students which 
helped them prepare for enquiry into the 
mysteries of economics on their own. 

In a way, his lectures reflected both the 
strength and limitations of Lakdawala as 
an economist. He used economics as a 
vehicle through which he could look at the 
economic problem which needed solution 
to enhance the welfare of the society we 
live in. He believed that one should not 
shirk the consequences of a certain action 
if it was informed by economic logic and, 
if one did, then one should be able to 
justify it. Most of his contributions have 
been in the area of public policy. His 
dissertation on taxation raised pertinent 
issues about equity and fairness and he 
kept those considerations at the centre of 
his concern whenever he sopke or wrote 
on Indian planning, fiscal and monetary 
policy or, for that matter, centre-states 
relations or foreign aid and investment. 
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There has been, in fact, a remarkable con¬ 
sistency in his approach over the years. He 
was not in favour of dirigiste economic 
policies; he was relentless in his criticism 
of Indian economic policies in the 1970s 
and 1980s, but he did not swing to the 
other extreme of advocating a free market 
economy. His innate sense of fairness and 
justice tempered his views on economic 
liberalisation, as is evident in the last 
article he wrote on the latest budget in 
Economic and Political Weekly. He was 
one of the few intellectuals who refused 
to run with new fashions, while not being 
immune from change if it was warranted 
by the facts before him. 

His work as a committee man on 
various economic issues, be they centre- 
state relations, wage policy, etc, was of 
exceptional quality and purpose. His book 
on the former subject, which was an off¬ 
shoot of his labours on the working group 
appointed by the Administrative Reforms 
Commission, suggested for the first time 
a mechanism to determine financial 
allocations—both plan and non-plan— 
which were free from discretionary 
elements. He followed this up when he 
later became deputy chairman of the 
Planning Commission. He was not an 
apologist for organised labour which 
appropriated to itself a share of the 
national product out of all proportion to 
its contribution to it. The report on wages 
policy, prepared under his guidance for 
the National Commission on Labour, set 
out certain objective norms for wage 
determination. The paramount objective 
of wage policy, according to him, should 
be fairness without violating the interests 
of society as a whole. 

There is, however, no identifiable 
original economic contribution with which 
Lakdawala's name can be associated. This 
was, in no small measure, due to his 
disposition to view issues from all points 
of view. His fondness for giving equal 
weight to all sides of the problem im¬ 
parted strength to his lectures, but 
prevented his fertile mind from breaking 
into new areas. His cntical faculties were 
rich. Indeed, that mindset of his helped 
his students and others who came in con¬ 
tact with him to think more creatively on 
the subjects they were working on. 

Lakdawala had a rare ability to harness 
economics for social purpose and to 
organise institutions which could enhance 
understanding by the politicians as well as 
the lay public of the country’s economic 
problems. Not by age nor experience was 
his wisdom acquired. It was through his 
infinite capacity to work hard, without 
expecting reward or fame, that he came 
to command authority in his field and the 
respect of his colleagues and countrymen. 
He was instrumental in setting up the 
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Sardar Patel Institute of Economic and 
Social Research in Ahmedabad which is one 
of the few cer^r-s of research in the country 
to earn as keep. He took cm* the hdmsman 
ship of the Centre for Monitoring Indian 
Economy when ns founder, Narottam 
Shah, died prematurely. Though concep¬ 
tualised by Shah, Lakdawala, in his own 
quiet and self-effacing manner, moulded 
it in a way that it could organise a 
statistical base for the Indian economy 
free from the ideological biases with 
which its founder had burdened it. 

In many different ways l^tkdawala’s ap¬ 
pearance belied his true nature. Though 
01 serious mien he had a subtle and im¬ 
pish sense of humoui. which he exuded 
through brevity of language mixed with 
a trade-mark wink of his right eye. A 
student of his. intelligent and serious, was 
troubled by his one-sided love affair and 
sought Lakdawala’s advice. When asked 
for an interview, Lakdawala knew well 
what was coming ‘ Sir, i can’t study 
because 1 love her” Quietly but sym 
pathetically, Lakdawala mollified hicn, 
“Then iove her” The studert, over¬ 
whelmed, reacted, “But sir, she does not 
love me" Softly came the piofessor's con¬ 
soling advice, “7 hen, uem't lore her” This 
ding-dong conversation vent on for one 
full hour, guru and uiscipie chasing each 
other's tad At one of the annual con¬ 
ferences of the Indian Economic Associa¬ 
tion someone asked him who would he 
elected next year's president of the 
association. Batting ins right eyelid, 
Lakdawala replied: "Young man, look 
around for the man who wears the cring¬ 
ing loo* ' When the young man spotted 
the winner, lakdawala counselled, ‘So 
this will stand you in good stead m future.” 
At a UN conferetHr, where he was one of 
the honoured invitees, he regaled some of 
his former students ctound him with 
amusing asides. Aix.-ut one of the ir¬ 
repressible talkers at the session, he said, 
“He is most interesting when he is not 
talking." Referring to the chairperson, who 
was most of the time dozing through 
the proceedings, he whispered to his 
neighbour. “He seems to be more bed 
borne than chairborne!” Even better was 
his description of one of the participants 
who harangued his audience with an in¬ 
cessant flow of words as "a Columbus 
who has mistaken phrases for ideas". 
Those fortunate to be his close friends 
relished bis company for the harmless 
small talk that he indulged in and the 
delectable conversational combat. 

While fnendiv in relationships and 
extremely generous to students tn difficulty, 
he did not countenance laxity m the stan¬ 
dards he set for them He once noticed 
that one of his PhD students was wasting 
his time getting entangled in a bundle of 
emotions. He knew his potential, but 
thought that if he was not pulled up in 
time he would go as,ray. He to id him over 


a cup of coffee in his room in do uncer¬ 
tain terms that he would have to send him 
down if he did not get back on the track. 
Years later the same student worked with 
him on some committee. When the report 
was ready, he pulled him aside, softly 
intoning: “You did an excellent job but, 
you know, if I had not been harsh to you 
in the past, I would have lost an excellent 
economist.” Such was Lakdawala, com 
passionate, caring, consoling, but correct 
m his personal and social relationships. 
The same lakdawala, however, could be 
browbeaten by some of his aggressive col¬ 
leagues. At a seminar in Bhopal, one of 
bis admiring siudents brought some beer 
to guzzle after sundown in the Circuit 
House. But one of his killjoy colleagues, 
also a tormer student, sat sulking in a cor 
ner. upset that Lakdawala and others 
should be committing the sin of drinking. 
This made l akdawala hesitant, until the 
student who had arranged the show tore 
into the self-appointed custodian of moral 
values and urged Lakdawala to ignore 
him. 

it is a great tragedy that the Bombay 
School of Economics, the cradle of 
many economists m the period prior to 
Indian independence, has gone into the 
wilderness. The rot began during Vakil’s 
time For al! his administrative skills and 
humane actions, he was essentially a 
paternalistic figure, putting a premium on 
conformism, kinship and obedience. 


which tended to supersede the weight 
attached to academic achievement. The 
Bombay School became the habitat for 
former students of the Bombay School 
and the resulting inbreeding emasculated 
its spirit and intellectual vigour. Alwyn 
Hansen, who spent a year at the school 
in the 1950s, had sounded a warning 
about the dangers of treating the school 
as the bailiwick of former students, but 
his advice fell on deaf ears. Dantwala and 
Lakdawala, two economists of sterling 
character, high academic reputation and 
social commitment, valiantly tried to 
break the legacy, but in vain. Tbday the 
school, which was once a verdant garden 
of blooming talent, has become an 
academic wasteland. Lakdawala agonised 
over this for a long time. Beyond saying 
that it was for the younger generation to 
carry the torch, he often fell silent 
whenever the question of the school came 
up in private conversation. 

In the ephemeral journey of life, we are 
often vain in assuming the permanence of 
our achievements, real or imaginary. In 
the flush of momentary glory or the 
excitement of public acclaim, we forget 
that they are all tossed into nothingness 
on the tides of time What remains is one’s 
dedication, social conscience and nobility 
of purpose. “A man’s truest monument" 
said Minut Savage in his ‘The Song of a 
Man’ “is man himself”. Lakdawala was 
such a man. 
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COMMENTARY 


‘Balanced Budget’ Debate in 
US Congress 


Amaresh Bagchi 


4- 


President Bush’s dismay at the failure of the proposal to amend 
the US Constitution to mandate the federal government to balance 
its budget to go through and thereby help him shift the onus of 
the difficult decisions, which alone can balance the budget, will be 
shared in India by many who firmly believe that a constitutional 
limit on the borrowing power of the centre is the only remedy for 
the fiscal irresponsibility which lies at the root of the country’s 
current economic ills. In fact, the moral of the balanced budget 
debate in the US, if there be any, is simply that procedural reform 
is no substitute for the political will of the people and their 
leaders. 


AFTER much deliberation in the media 
and a nine-hour debate in the chamber, 
the US House of Representatives rejected 
last month (June 11) a proposal to amend 
the Constitution to mandate the federal 
government to balance its budgets here¬ 
after, much to the disappointment ana ex¬ 
asperation of president Bush and others 
who Firmly believe that a constitutional 
fiat is the only remedy for the evil of the 
budget deFidts plaguing the US economy 
for more than 10 years now. The amend¬ 
ment which was sponsored by Rep Charles 
Stenholm had the support of the majority 
of house members, but failed to secure the 
two-thirds majority required for a consti¬ 
tutional amendment to go through. The 
voting was 280 in favour and 153 against, 
falling short of the 'super-majority’ by 
only ntne votes. Some 12 members 
(Democrats) who had co authored the bill 
finally voted against it. 

If approved, the amendment would re¬ 
quire the Congress and White House to 
limit spending strictly to the agreed Figure 
of projected receipts for a given year. The 
limit could be exceeded only by three- 
Fifths of the total votes in each house of 
the Congress. In its final form, the 
amendment would also requite a balanced 
budget by Fiscal year 1998 and a three- 
fifths majority of the whole number of 
each chamber to raise the ceiling on public 
debt. 

Frustrated by the failure of the budget¬ 
balancing laws (Oraram-Rudman), the 
budget summit and the Five-year plan for 
deficit reduction to halt deficit spending, 
the backers of the amendment, who cut 
across party lines, had put forward the 
proposed measure as the only hope for 


forcing the government to do the right 
things. They pointed to the four-fold 
growth of the nation’s indebtedness from 
$1 trillion to nearly $4 trillion in the 
course of just 12 years, contrasting with 
the two centuries taken to reach the 
trillion mark. 

They also cited in support the warnings 
emanating from economists of ‘all stripes' 
that runaway deficit spending and the 
resulting debt were undermining the na¬ 
tion’s standard of living and had, in the 
1980s, produced a slowcr-growth economy, 
trade deFicit and growing foreign owner¬ 
ship of US securities and physical assets. 
Even though all this is well recognised, no 
political leader has the courage to do what 
is needed to eliminate the deFicils, they 
lamented. Statutory fixes like the Gramm- 
Rudman and automatic cuts did not 
work. The budget laws are passed when 
the pinch comes and supplemental appro¬ 
priations invariably get enacted under the 
label of ‘dire emergency’. That is how, the 
proponents of the amendments contended, 
in 1992, the second year of the 1990 
Budget Enforcement Act, the deFicit 
stands at J 365 billion as against S 212 
billion in 1985, the year Gramm-Rudman 
was passed by Congress. “The truth is that 
we have tried just about everything else 
None of it has worked”, said Thomas 
Carper, a Democrat and a co-author of 
the balanced budget bill. 

Some went further and sought to sell 
the amendment by tracing its intellectual 
pedigree to arguments that had engaged 
Madison and Jefferson against Hamilton, 
to Jefferson's campaign for a balanced 
budget amendment to the American Con¬ 
stitution to take away from the federal 


government the power of borrowing. 
Although Jefferson’s campaign did not 
succeed, budget discipline was maintained 
in the years that followed as government 
growth was restrained by a constitutional 
interpretation and an informal rule. The 
interpretation permitted the Congress to 
spend only to exercise powers enumerated 
in the Constitution and Article I, Section 8, 
of the constitution enumerated only 18 
rather narrowly defined powers, few of 
which had the potential for involving 
runaway expenditures. That interpretation 
which apparently led Madison to veto a 
roads and canals bill on the plea that 
powers for the government to engage in 
such activities were not expressly given in 
the Constitution was, however, given the 
go-by with a permissive construction of 
the First of Section 8’s clauses which 
authorises Congress to act for ‘general 
welfare’. The doctrine of ‘enumerated 
power’ was formally interred in 1936 when 
the Supreme Court cleared t he way for the 
New Deal with the ruling that the power 
of Congress to authorise appropriations 
of public money is not limited by the 
direct grants of legislative power found in 
the Constitution. That, say the ardent ad¬ 
vocates of a new ‘fiscal Constitution' for 
the United States, opened the way to the 
modern state and created a loophole large 
enough for the Leviathan to stride through. 
A balanced budget amendment, said 
William Niskanen, a member of president 
Reagan’s Council of Economic Advisors 
and a lormer professor at Berkeley, would 
restore what was lost when America aban¬ 
doned two linked understandings, one of 
the Constitution and the other of ‘fiscal 
morality’ 

Opponents of the amendment argeed 
that this was only a gimmick to seive 
political ends that would shift budgetary 
power to minority blocs in the house and 
the senate or the judiciary, since in the 
event of any dispute the matter would 
ultimately go to the courts. “There are 
many members here who are willing to 
make a giant riverboat gamble with our 
economy and our Constitution in order 
to inject courage into cowards and to place 
a spine into (he spineless", said Leo Panetta 
(Democrat), the Budget Committee 
chairman. 

In a stinging editorial the Washington 
Post which along with the New York 
Times had carried a relentless battle 
against the amendment, while extensively 
covering the opposite viewpoints too, said: 
“The balanced budget amendments... are 
cop-outs that would neither require 
balanced budgets nor likely help achieve 
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them. Instead, while pretending otherwise, 
they would again postpone the difficult 
decisions th y imply, encourage further 
evasions, trivialise the constitution and 
almost certainly entangle further fiscal 
policy in the courU...The sloppy, dangerous 
proposals are the ultimate expression of 
weakness and dithering and flight from 
responsibility that they purport to correct. 
They are another way of letting those who 
arc elected to govern to evade accoun¬ 
tability for acts of governing—putting the 
thing on the automatic, enabling them¬ 
selves to say, if ever the cutting gets tough 
and unpopular, Hey, we did not do it; the 
amendment did.' 

The influential daily also drew pointed 
attention to the formidable operational 
problems the amendments would pose, 
for instance, implementation of the man¬ 
date would require the president and the 
congress the agree on the estimate of 
revenues for a given year before the year 
began and outlays could not exceed them 
except by a three fifths vote. But "what 
if they do not agree, as has happened in 
so many recent years?”, asked the edito¬ 
rial Does someone put them in jail? Does 
government slop? Does its every action 
during the impasse over this essentially 
political question become illegal? The 
paper also noted other potential areas of 
bickering, drawing from recent experience. 
What are the revenues and outlays, which 
arc the government’s and which are not? 
When do outlays find place in the budget 
and what makes a fiscal year? The courts 
will become the final keeper of the govern¬ 
ment’-. accounts, the paper warned, and 
alleged thai the amendments were merely 
a cover to delay hard decisions on raising 
taxes and cutting expenditures. “The Con¬ 
stitution should not become the perma¬ 
nent monument to the failure of political 
will”, it pleaded (TWY* May 12). In 
another leader ihe paper asserted, ‘The 
balanced budget amendments to the Con¬ 
stitution are not balanced budget amend¬ 
ments at all. They are abandonments of 
majority rule and responsibility whose ef¬ 
fect will be a further elevation of congres¬ 
sional minorities whose single-mindedness 
and log rolling influence arc said to be 
the bane of the Congress now’ ( TWP, 
May 20). 

I'he disappointment and dismay of pre¬ 
sident Bush at the failure of the amend¬ 
ments to go through and thereby to help 
him shift the onus ot the difficult deci¬ 
sions which alone can balance the budget 
will perhaps be 'hared in India too by 
many who firmly believe that a constitu¬ 
tional limit on the boi rowing power of the 
centre is the only remedy lor the fiscal ir¬ 
responsibility which lies at the root of the 
country’s current economic ills In the US 
the cry for 'onsmution.il tellers on the 
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borrowing powers of the government is 
unlikely to die down with the death of the 
present proposals. In India too, believers 
in balanced budgets can be depended 
upon to keep up the pressure for a consti¬ 
tutional mandate against unbalanced bud¬ 
gets without spelling out how the budget 
is to be balanced, which items on the 
expenditure side of the budget should go 
under and in what order, or how to get 
more revenue if none of the spending 
heads gives way. They would do well to 
ponder whether the benefits of a constitu¬ 
tional mandate for a balanced budget are 
worth the risks resolved. 

While most of their points seemed in¬ 
vincible, opponents of the balanced 
budget amendments in the United States 
were perhaps not quite convincing when 
they claimed that it would not work. After 
all the strffest opposition to the bill 
came from public employees unions, the 
American Association of Retired Persons, 
the conference of mayors and many others 
having a vested interest in expanding 
government spending, surely not because 
the mandate would not work but because 
they feared, perhaps not without justifica¬ 
tion, that a budget cut would fall on them 
first. 

Given the compulsions and predilections 
of politicians in a democracy, it might no 
doubt appear wiser not to rely on their 
good sense to steer clear of deficit spen¬ 
ding by government. But experience of 
countries forced to balance their budget 
by an external mandate seems to confirm 
that when on the automatic, the axe does 
not discriminate between outlays which 
are vital for the sustenance of the economy 
and the society and those which arc not. 
When compelled to limit spending to 
resources that cannot be stretesched, 
governments first score out items for 
which the noise will be the least, while 
heads which cause the biggest drain such 
as the open and hidden subsidies go 
unscathed. And so in India one finds to¬ 
day allocations dwindling on programme 
like TB, leprosy and malaria control, cuts 
in outlays on irrigation and flood control, 
college and university libraries starved of 
books and journals and their labs going 
without essentia! equipment and ingre¬ 
dients, while public sector employees keep 
getting their periodic pay revision, bonuses, 
lTCs and ‘overtime’, no matter whether 
they perform or not. The apparent suc¬ 
cess of strict limits on the overdrafts of 
the state governments is often cited as 
evidence of the efficacy of externally- 
imposed constraints on government spen¬ 
ding. The realities on the ground, however, 
do not leave much room for optimism. 
There are many ways in which the limits 
can be jumped -not paying the bills of 
contractors and suppliers, keeping elec¬ 


tricity boards in mounting arrears with 
Coal India, using up plan funds to pay 
salaries, not maintaining assets created 
with massive investments dipping into the 
employees’ provident funds, to name a 
few. 

Countries which have successfully 
reined-in budget deficits in recent years— 
and there are quite a few, e g, Mexico, 
Australia and New Zealand—could do so 
because they addressed the task with 
determination and care, going in for 
things that work, attacking the problem 
at its roots, giving autonomy and incen¬ 
tives for economy to spending agencies, 
leaving those, who potentially can, to fend 
for themselves, effectively imposing ac¬ 
countability on public servants and with¬ 
drawing from areas where government 
presence is unnecessary and wasteful and 
at the same time going all out to raise 
more revenue, instead of leaving it to a 
Procustean rule to do the job. 

The task is surely not simple in a 
democracy, as the persistence of deficits 
in US despite universal loathing amply 
shows. The ‘distributive coalitions’ that 
block all attempts to cut spending or raise 
taxes are much too powerful to be broken 
by gimmicks. In the last analysis, bridging 
budget deficits is a challenge for the 
genius of the people and its leadership. It 
is for the leaders to break the coalitions 
by taking the matter to the people, telling 
them what are the right things to do and 
why, persuading them to face reality and 
getting their mandate to force the recal¬ 
citrant to see reason. The moral of the 
balanced budget debate in US, if there be 
any, simply is that procedural reform is 
no substitute for the political will of 
the people and their leaders. 
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Shetkari Sanghtana and the Pursuit 
of ‘Laxmi Mukti’ 

Gopal Guru 

The Shetkari Sanghtana has added another dimension to its 
programme of women’s mobilisation in Maharashtra by 
undertaking the *Laxmi Mukti’ campaign. The response to this 
campaign from the peasantry has been quite encouraging though 
it has not been uniform across regions of the state, being fairly 
successful in Marathwada and Vidarbha but less so in western 
and southern Maharashtra. 


THE Shetkari Sanghtana led by Shared 
Joihi in Maharashtra took up the question 
of women’s mobilisation for emancipatory 
purposes in a mote organised manner parti¬ 
cularly after its first women’s conference at 
Chandwad in Nasik district in 1986. It is 
argued by some noted social scientists, and 
the social activists that, in regard to the 
women’s question. Shared Jos hi has not only 
suggested a fairly daring programme but has 
also attempted to provide an ideology link¬ 
ing this to the basic cause of women’s op¬ 
pression. While the tactical benefits that the 
Sanghtana has derived from women’s poli¬ 
tical mobilisation on a large scale are 
undeniable, its strategies, categories anc its 
claim of providing an ideological basis to 
women’s mobilisation need to be examined 
in the light of the ’Laxmi Mukti’ (liberation 
of housewives) campaign that it has under¬ 
taken. 

The ‘Laxmi Mukti’ campaign of the 
Sanghtana is related to the restoration of 
women’s right to property in land and other 
movable assets, lb be more specific, the 
nature of Laxmi Mukti, as defined by the 
Sanghtana, involves the legal transfer of 
some portion of land or the family wealth 
in the name of the wife by her husband. 
However, the decision to carve out the por¬ 
tion of land to be transferred in the name 
of Laxmi is left to the husband and not to 
the Sanghtana. The term Laxmi Mukti, 
however, seems to be an extremely clever 
ploy. By replacing the term ’Stree Mukti’ 
(women's emancipation) with Laxmi Mukti 
the Sanghtana has fitted women into the 
'iron framework of patriarchal family’. The 
Sanghtana wants to strengthen only those 
women who are within the marital 
framework. This position of the Sanghtana 
deviates itself from the more progressive 
position that had been taken regarding 
women’s property rights at the chandwad 
conference. 

The unit of the Laxmi Mukti Campaign 
is the village. The Sanghtana has made it 
compulsory that each village must make at 
least 100 cases of Laxmi Mukti or about 60 
per cent of the total landholders in case a 
particular village does not have 100 land 
olden. Once the required cases are suc¬ 
cessfully completed, such villages are 


felicitated as ‘Jotiba Village 1 . According to 
the Laxmi Mukti programme, the woman is 
free to use the income from the land as she 
chooses. However, under this programme, 
women are expected to cultivate this land in 
the traditional manner without expense on 
inputs and with the aim of providing basic 
needs to family. Thus, under this campaign 
women are supposed to cultivate the land as 
a part of natural/organic farming leading to 
self-sufficient agriculture. 

Initially as Joshi himself confessed, the 
common peasants folk, including his own 
activists, were quite apprehensive about the 
feasibility of this programme. According to 
Joshi, some of than raised doubts as to how, 
when two brothers cut each other's throats 
for the sake of a small piece of land, it would 
be possible to transfer land in the name of 
one’s own spouse whose social status is Iowa 
than that of a brother. 

Apart from this some close associates of 
the Sanghtana, according to Joshi, felt that 
this programme would distract the Shetkari 
Sanghtana away from the issue of remunera¬ 
tive price for agricultural produce: However, 
Joshi, in order to convince his own activists 
and opponents at large, treats Laxmi Mukti 
as a part of Shetkari Sanghtana agitation 
which is mainly focused on the issue of cost- 
linked remunerative price for farm produce. 
He further maintains the view that the strug¬ 
gle for remunerative price cannot be success¬ 
ful without Laxmi Mukti Shetkari Sanghtana 
leaders now claim that they successfully 
dispelled the doubts of their own people Ac¬ 
cording to these leaders from October 2, 
1990, it was able to achieve the target of 2 
lakh Laxmi Mukti cases from almost 400 
villages and that 1,S00 villages in the state 
are ready for the Laxmi Mukti programme 

Though the Sanghtana formally announced 
the programme only on October 2, 1990 and 
a little later had chalked out a ‘Hingole 
Yojna’ (Hingole Plan) for the transfer of 
land and family property, the question of 
women's right to property was taken up 
much earlier by the Sanghtana at its Chand¬ 
wad conference At this conference, the 
Sanghtana passed a resolution criticising the 
existing system of women's property rights 
as illogical and unjust and describing it as 
the root cause of atrocities on women and 


their exploitation [Shetkari Sanghtak, 
Special Number Marathi, November 10, 
1990]. 

In the same resolution another important 
clause which was included concerned not 
only the restoration of women’s right to pro¬ 
perty from biith but also its elevation on par 
with men's property rights. This resolution 
also incorporated the idea that a woman at 
the lime of her marriage could establish her 
right to property that she was entitled to ge£ 
from her patents’ property. And, finally, 
among other things, this resolution also con¬ 
tained the provision that in case a woman 
was divorced or had to be divorced from her 
husband in such cases, the property of the 
husband was to be equally divided and an 
equal share of the property was to be given 
to a woman. Even in the case of children 
whose control was legally restored to the 
woman, such children should also be given 
equal share of property. The Laxmi Mukti 
programme of 1990, thus, has its origin in 
the Chandwad conference. 

Though the Sanghtana has not spelt out 
the objectives of the Laxmi Mukti pro¬ 
gramme, however, these may be inferred 
from the Sanghtana’s mouthpiece ‘Shetkari 
Sanghatak’. The Laxmi Mukti programme 
claims to be directed at reducing patriarchal 
dependence of women. Shetkari Sanghtana 
feels that this transfer of land in the name 
of a woman would raise ha social status and 
protect her prestige Secondly, the Laxmi 
Mukti programme is aimed at promoting 
greater involvement of women in the ac¬ 
tivities of the Sanghtana. This involvement 
of women in Sanghtana activities, seem to 
be necessitated by the lack of sustained and 
large-scale political mobilisation of women 
after 1986. However in this connection, one 
of the forma office-bearers of the Sanghtana 
and a feminist scholar Vidyut Bhagwat says 
that Laxmi Mukti was taken up at a junc¬ 
ture when the Sanghtana lost its ground in 
farmers' politics at the national lew. Finally 
the Laxmi Mukti programme, since it takes 
into consideration married women may, the 
Sanghtana believes, help in tackling the 
problem of deserted women in rural 
Maharashtra. Though the Laxmi Mukti pro¬ 
gramme has achieved some success across 
the communities in the state It has, however, 
left out landless women who form the major 
chunk of the toiling masses in the state. 

While advocating the case of Laxmi from 
land owning families, Joshi argues that 
women are the original peasants because 
their very survival like that of any other pea¬ 
sant's depends on land. Joshi further argues 
that women toil more in the field than men. 
(“Out of one hundred drops of sweat that 
one sheds for the cultivation of land seven¬ 
ty drops belong to women!’) Even then, as 
Joshi would have us believe, they do not have 
any l<-gai right over the land they cultivate. 
In fact, because of this virtual alienation of 
women from land, with no fixed hours of 
work which is considered ‘Vethbegar 1 (bond¬ 
ed or unpaid labour), their menial and moral 
torture at the hands of their husbands, Joshi 
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argues, has made their condition worse than 
that of landless agricultural women 
labourers, who according to ioshi are much 
more fortunate iwcause their working hours 
are fixed and who if harassed or exploited 
by employers can complain against them to 
the police Joshi further argues that Laxmi 
in the family is paid neither for house work 
nor for field work and if this “Vethbegar” 
is counted in terms of money would amount 
to around Rs 2,10,000 over a 20-year period. 
Besides, “A man owes a lot to a woman 
because like a sowkar a wife has to mortgage 
even her precious and pious ornaments in 
order to surmount the economic crises of the 
family;’ Joshi considers this money and or¬ 
naments as debt that is given by Laxmi to 
her husband and it is his moral duty to free 
himself from this debt and to Laxmi by 
transferring a piece of land in her name. 
Thus, Joshi's ‘sowkar’ (moneylender) has a 
benign face too 

The Sanghtana’s method is similar to the 
method that was adopted by Vinoba Bhave 
during his 'Bhudan Movement’. Like 
Bhudan, the Sanghtana has decided to ap¬ 
peal to the man dominating the family. 
Moreover, like Bhudan again, the Shetkari 
Sanghtana is seeking to bring about this 
transfer of land through persuasion and 
without resorting to protest Though there 
are complaints from some places in the state, 
by and large, Laxmi Mukti has the support 
of the stale government in as much as the 
revenue officials complete the technical for¬ 
malities regarding the transfer of land record 
without much delay. The transfer forms are 
submitted in a bunch and are cleared at one 
go. Moreover, this transfer of land under the 
Laxmi Mukti programme, has been con¬ 
sidered as a ‘Gift’ to be given ro a woman 
for the service that she renders to her fami¬ 
ly, hence the Sanghtana's demand for exemp¬ 
tion of gift lax on such a sacrosanct gift was 
considered by the finance minister Madhu 
Oandavate during the Janata Dal rule at the 
centre 

The response to this Laxmi Mukti pro¬ 
gramme from the peasantry has been quite 
encouraging. However, this response seems 
to be quite uneven when examined across 
regions. For example, the programme seems 
to be more successful in Marathwada and 
Vidarbha region than in western and 
southern Maharashtra. There could be two 
possible explanations for this variation. As 
compared to western and particularly 
southern Maharashtra which are well irri¬ 
gated and highly productive leading to 
higher valuation of land (in the Krishna, 
Panchganga river basin of Sangli and 
Kolhapur districts and costs between 
Rs 1,00,000 to Rs 2,00,000 per acre). In 
Vidarbha and Mjiaxhwada land is, by and 
large, dry and diought prone (in the recent 
drought, I found a farmer from Vidarbha 
ready to lease out his 20 acies of land only 
for a mere Rs 5,000 per year; even so no one 
came forward). In such a situation the high 
quality of land tends to reinforce patriar- 
chical domination over property relations 


It it for this reason that the Laxmi Mukti 
Sanghtana is a failure in southern Maha¬ 
rashtra. Secondly, as compared to western 
and southern Maharashtra where the size of 
the landholding per household is relatively 
smaller the size of holdings in Vidarbha and 
Marathwada is comparatively bigger. Thus 
the bigger size of land together with its low 
quality makes the peasant from Marathwada' 
and Vidarbha less hesitant in transferring 
land in the name of his wife. The general 
backwardness in the agrarian economy of 
Vidarbha and Marathwada leads the peasant 
to transfer land. On the other hand Shetkari 
Sanghtana activists from Mauje Digras in 
Mira) taluka and Sakhralc in Walwa taluka 
of Sangli district found it extremely difficult 
to convince the peasants. 

However, it is not only structural compul¬ 
sions that led to variations in peasant 
response to Laxmi Mukti. It is also the case 
that housewives from Vidarbha and Marath¬ 
wada regions have been more actively 
associated in family affairs with a high 
level of involvement and militancy. Thus, 
women's initiative and militancy and their 
agitational experience has led to the early 
and encouraging response to the Laxmi 
Mukti campaign from Vidarbha and 
Marathwada. 

Though the response is varied, there is 
consensus among the opponents who crili 
cisc I-axmi Mukti. The opponents argue that 
since husband and wife are two wheels of 
the same chariot and have to use property 
for the good of the family without any per¬ 
sonal selfish interests, giving land to women 
is absurd. Secondly, the opponents argue 
that women may not have adequate know¬ 
ledge of modern sophisticated agricultural 
techniques and hence, it is futile to transfer 
land. Third, if the land is transferred in the 
name of a woman, she will have to stand in 
the queue along with other men in order to 
procure the government's benefits like sub¬ 
sidies in seeds, fcmlisers and pesticides. This, 
according to the opponents of Laxmi Mukti, 
will be an assault on the prestige and status 
of women And finally, opponents argue, 
that land has already been transferred in the 
name of a housewife, therefore, there is 
nothing special that Shetkari Sanghtana is 
doing about the Laxmi Mukti. 

It is difficult to buy the argument that the 
opponents of Shetkari Sanghtana have fur¬ 
nished It is clear from the above arguments 
that the opponents, with studied naivete and 
shrewdness, want to underplay, the issues 
that are vital to an understanding of the 
question of patriarchical domination. For 
example, at the spiritual level, the opponents 
very cleverly assign the pious status of Laxmt 
the goddess to women and consider her 
share in all the property at the abstract level 
but at the concrete level what one finds is 
that she is marginalised from all the centres 
of power. The attempt is to create a false 
consciousness among women which in ef¬ 
fect perpetuates the pattern of patriarchy. 
Secondly, denying women land on the 
pretext that they do not have advanced 


knowledge of agriculture la absurd. Tb expect 
any modern knowledge of agriculture from 
women when majority of them are denied 
even basic education is hardly justifiable. 
The opponents of Laxmi Mukti find the idea 
of women standing in queues hard to 
swallow. But the same people do not show 
any human concern deserting their women 
who lead a wretched life after they are aban¬ 
doned both by husbands and parents. Final¬ 
ly, the argument that land is already transfer¬ 
red in the name of Laxmi has to be taken 
with the pinch of salt. Whatever little 
transfer of land in the name of women has 
been done, it is done not out of.conviction 
but out of compulsion. These peasants, nor¬ 
mally rich and big, seem to have transferred 
land in the name of housewife only to evade 
the land ceiling act, or to get additional 
water licence for irrigation. This is true in 
southern Maharashtra. Similarly land is 
transferred only to get additional shares in 
the sugar co-operatives. 

However, refuting the arguments of the 
opponents of Laxmi Mukti does not mean 
much. Though it looks quite promising, it 
suffers from certain serious contradictions. 
For example, Shetkari Sanghtana would like 
its women’s front to take a more militant 
posture like ‘flash morcha’ (dhadak morcha), 
rasta roko, rail roko, jail bharo and banning 
the entry of political leaders to villages. 
Thus, at this level the women’s front of 
Shetkari Sanghtana directly confronts the 
state and asserts its rights. But in the case 
of Laxmi Mukti, as mentioned earlier, giving 
land to Laxmi is not considered a right but 
a ‘gift’. Gift giving to a ‘housewife’ is con¬ 
sidered by some noted feminists as a kind 
of pacifying gimmick. Moreover, Shetkari 
Sanghtana, for implementing the Laxmi 
Mukti programme; has relied on the method 
of appealing to men, through persuasion 
and without resorting to any protest. Thus, 
while the Sanghtana has adopted more mili¬ 
tant forms of protest particularly against the 
state for Laxmi Mukti, it believes in just a 
change of heart of people. Why this devia¬ 
tion in strategies of mobilisation? Is it 
because of organisational compulsions that 
Shetkari Sanghtana has decided to follow 
peaceful methods? 

However, the consequence of this peaceful 
method has been that, by and large, whatever 
land is actually transferred in the name of 
Laxmi is not only dry and of low quality but 
is also symbolic in the sense that the size of 
the land transferred ' i.ges from half acre 
to three acres However, there are cases in 
Jalgaon, Akola and Parbhani districts of 
Maharashtra where not only the entire land 
of the family but irrigated land was transfer¬ 
red in the name of Laxmi. However, the 
husbands of such radically liberal families 
were found to own the pesticide, fertiliser 
and seeds shops at the taluka or district cen¬ 
tres. Sanghtana activists cannot afford to 
defy the Shetkari Sanghtana’s strategy lest 
they lose their peasant clientele 
It is alleged that there are some followers 
of Sanghtana, particularly in Nasik and Par- 
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bhani, who seem to him found the Laxmi 
Makti programme extremely uieful in order 
to evade the land ceiling act of the state 
government. Moreover, this apparently 
liberal attitude that is shown by the big 
peasants toward Laxmi Mukti certainly helps 
them in earning the goodwill of Shared 
Joshi and respect from others in the 
Sanghtana. The Laxmi Mukti programme 
is criticised by some of the noted women ac¬ 
tivists on one more ground—they believe 
that there is subtle sexual division of labour 
in this whole programme. For example, 
under the package of Laxmi-Mukti, there are 
four kinds of land systems: one is called 
majghar sheti: second is called parasbag 
shed—both these varieties can be commonly 
called kitchen garden cultivation, the third 
is called land for trade and finally land for 
export The last two are based on cash crops. 
In this Laxmi Mukti programme, kitchen 
garden cultivation is meant for Laxmi while 
men are given the control of cash crop 
cultivation. 

Shared Joshi compares women’s service 
conditions with those of landless agricultural 
women labourers who according to Joshi is 


1DAPANUR, a village in Karnataka, is 
about 30 km away from the district head¬ 
quarters of Raichur. The village lacks tarred 
roads and modern amenities. There arc over 
400 households in Idapanur. With 180 fami¬ 
lies, the Harijans number over a thousand 
people. The rest of the people belong to 
backward castes—bedas, kurubas, and 
nayakas. There are some Muslim families. 
The non*harijans are over 3,000 in number. 
Numerically the harijans are a minority in 
the area. The village suddenly shot into pro¬ 
minence when Doordarshan announced on 
May 23 that violence had daimed three lives 
in Idapanur. A visit to the village after the 
incident was quitt revealing. 

What sparked off the riots was the elec¬ 
tion to the Agricultural Produce Marketing 
Cooperative (APMC). A harijan had won 
one of the seats in the general category. 
When Prabhakaran, another harijan. went 
to file his nomination in the reserved cate¬ 
gory, he was told that being a Christian, he 
had no right to contest for the seat. "If I 
am a Christian and not a harijan, give me 
a cup of lea. in your rertaurant” was Prabha- 
karan’s retort. In a village where untoucha- 
btlity is still prevalent. Prablukamn’i de¬ 
mand for a cup of tea infuriated the back¬ 
ward castes (BCs) and the Muslims. 


more fortunate in as much as she enjoys 
freedom in the labour market, and gets 
security if labour market rules are violated 
by the employers. However, the problem with 
such comparison is that while considering 
the landless agricultural women labourers 
more privileged than Laxmi, it tends to 
neglect the exploitation that these landless 
women, who are mostly dalits, have to 
undergo at the levels of class, caste and 
gender. 

The Sanghtana does not have any plan to 
redistribute land either from the landlords 
or from government waste land. However, 
its sympathiser Madhu Kishwar while defen¬ 
ding Sanghtana on this score, does not con¬ 
front the issue of redistribution of land. On 
the contrary she considers landlessness as 
god given, therefore ahistorical and hence 
not the result of concrete socio-economic 
processes [Sujan (Marathi periodical) 
Bombay, March/Aprii 1992, p 30]. 

What one perceives in the Sanghtana’s 
‘Laxmi Mukti’ campaign is sheer pragma¬ 
tism which precludes the question of caste 
and class and even gender issues and the 
emancipation of women. 


The BCs organised themselves against the 
harijans. Leaders of BCs went around the 
neighbouring villages with public address 
systems announcing a siege on the harijan 
village on the morning of the very next day. 
Everyone above the age of 18 was ordered 
to be present at the village by 6 am with 
country weapons. A fine of Rs 5,000 would 
tie invited in case of absence. According to 
a Methodist pastor there were over 5,000 
people surrounding the harijan village that 
morning. 

As the caste Hindu:; were preparing to at¬ 
tack the harijans, two prominent harijans 
from the village went to Raichur to inform 
the police of the impending danger to their 
lives. The police took note of the incident 
and were in the village by 6.30 am. The 
police force was me*, with pelting of stones 
and hurling of country weapons by the 
backward castes. Women and children threw 
chilli powder into the eyes of SCs and police 
Six police men were injured in the incident. 
Lathi charge and, bursting of tear gas by 
police yielded no results. The police ordered 
all the harijans t.o gather in the lone large 
tile house of a harijan in the centre of the 
village The rest of the harijan houses are 
thatched ones. Within a matter of minutes 


over 1,000 villagers got into that house to 
escape fury of the mob. 

As the crowd was increasing in number 
and turning more and more violent, the 
police had no options but to open fire to save 
themselves from mob fury and to protect 
harijan lives. Three BCs died in the firing. 
Later two mote succumbed to injuries in the 
hospital. Tventy-four BCs were arrested. The 
situation was brought under control by 
noon. On June 14, 20 days after the event, 
when I visited the village, many BCs who 
had fled the village had returned. There was 
an uneasy calm and the police were still 
patrolling the area. They would continue to 
be there at least for another two months ac¬ 
cording to police sources. 

What is likely to be the fate of the hari¬ 
jans? The harijans are afraid of retaliation. 
They are in emotional and mental agony. It 
is true none of them had died. But the fear 
of being burnt alive in their thatched huts 
frightens all of them. “We might be burnt 
in our houses at night as soon as the police 
leaves us" lamented a middle-aged woman. 
On the other hand some of the BCs seem 
to be still defiant. “Let us see how long, the 
police can protect them. We will settle scores 
as soon as the police leave the place.” 
Vengeance is deeply rooted in the hearts of 
the BCs. Several attempts by the police and 
prominent civil and political leaders to form 
peace committees have not succeeded. The 
BCs do not want to mingle or associate 
themselves with the harijans. 

What is at the root of the conflict? At a 
deeper level is a struggle for equality. Much 
of the wealth in terms of land and water in 
Idapanur is owned by the backward castes. 
The SCs have hardly any land. Most of them 
are coolies. But in recent years on account 
of the initiative of the church many of the 
harijans have been educated. They have gone 
out of the village for employment. There are 
over a dozen teachers in primary schools and 
high schools from among them Some have 
found employment in Raichur, others in 
Bangalore and yet others in Bombay. A few 
have joined the aimed forces and service sec¬ 
tors. This has brought gradual prosperity to 
the lives of harijans. With education and 
economic development, there has been a new 
awakening and awareness of equality. 

The demand of Prabhakaran for a cup of 
tea from the restaurant is merely a symbol 
of that new awakening and awareness. No 
doubt Prabhakaran is the target of BCs' at¬ 
tack. At a meeting with the harijans some 
of the elders of the village initially blamed 
him for the turbulent and tense situation in 
the village Later the group perceived the 
tension as healthy. Pradeep, one of the 
youngsters stated, “If there was no tension, 
the conflict would not have come to the 
limelight. Now that the conflict has come 
to the surface, we should continue our strug¬ 
gle for equality!’ On account of their educa¬ 
tion, the harijans know that untouchability 
is unconstitutional. Whatever be the conse¬ 
quences, they are determined to continue 
their struggle for equality. 


Caste Conflict in Karnataka 

Ambrose Pinto 


The conflict between backward castes and scheduled castes in 
Idapanur village raises a basic question. Docs religious conversion 
dilute caste stigma? The harijans of the village are all converts to 
Christianity but for the backward castes they remain 
untouchables. 
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There was also a proposal by a few elders 
in the villag to leave Idapanur and settle 
in some other area. There were not many 
takers for the suggestion. The harijans do 
not want to exhibit their weakness by run¬ 
ning away from the issue in spite of being 
a minority group. They were also against 
retaliation on the BCs. While pleading for 
protection, they desire to live in peace and 
harmony as equals. Their only request is for 
a police check-post in the village for protec¬ 
tion from the wrath of the BCs. 

No doubt, the Idapanur conflict is a sign 
of assertion for rights of thfc deprived peo¬ 
ple When the deprived sections assert their 
right to equality, there is a backlash from 
the dominant groups. Being accustomed to 
oppressing they do not want to treat the op¬ 
pressed groups as equals. What is likely to 
happen to the land of the BCs in Idapanur 
if more and more of harijans take to pro¬ 
fessional jobs in the cities? They will lose 
cheap labour which has been readily availa¬ 
ble for years. Also on account of the new 
awareness among the harijans they are likely 
to demand higher wages from their emplo¬ 
yers. The caste Hindus do not want such a 
change 

A striking feature of the harijans of 
Idapanur is that they never spoke in terms 
of rights. Their constant reference was to 
‘justice’. A good many being literate are 
aware of the law against untouchability and 
other fundamental and civil rights. Yet these 
rights have remained on paper. They have 
not benefited from them. According to their 
perception, right to equality, right to 
freedom, right against exploitation and right 
to property are all rights for affluent in¬ 
dividuals. What relevance do these rights 
have to those who are still untouchables? 
They have hardly any property and they 
cannot express themselves on account of 
lack of education. 

The courts have hardly served their in¬ 
terests. What point is it then to speak of 
rights? Therefore they do not ask for rights. 
What they plead for is justice. The language 
of justice expresses a concern for the op¬ 
pressed people as a whole. Untouchability 
is an oppression of a group. This oppression 
is felt in all the dimensions of thejr life— 
economic, social, psychological and reli¬ 
gious. They have been kept away as a group 
from all developmental benefits and used as 
tools by vested groups. The courts cannot 
provide them with justice. They are fully 
aware that they will be able to get justice 
only through their own assertion as a group 

Another significant aspect of the turn of 
events at Idapanur was that the state machi¬ 
nery for a change supported the harijans. 
In normal coui se the slate machinery always 
supports the dominant groups. One of the 
important reasons for police support for 
hanjans is the presence of many harijans in 
the administration in Raichur. There was 
also an individual administrator known for 
his integrity and honesty who stood by the 
cause of justice. In spite of not having in¬ 
structions to lire, he took responsibility and 


ordered the police to fite in the interest of 
saving the lives of hundreds of harijans. Of 
course; the state administration did not sup¬ 
port him or his subordinates. Practically all 
those in the police and administration who 
stood by the SCs in Idapanur have been 
transferred. An IAS officer remains suspen¬ 
ded in spite of protests from people. 

Another interesting phenomenon was 
Muslim support for the BCs against the 
harijans. In normal circumstances the 
Muslims have normally stood by the SCs. 
Being poor and oppressed, they have 
generally stood by the lower castes and 
classes. What prompted the Muslims to side 
with the BCs remains a puzzle? Perhaps, be¬ 
ing a minority group they decided to cast 
their lot with the majority keeping in view 
their own interests. There is no great threat 
to the Muslims from the harijans. But the 
Muslims do fear the BCs. In order to be safe 
from BCs' attack in the future, it is possible 
that the Muslims supported the BCs. 

The conflict in Idapanur has raised 
another issue—whether religious conversion 
brings about any change in the attitudes of 
people about the social standing of a parti¬ 
cular group. The harijans of Idapanur are 
all converts to Christianity. In fact, the 
bishop of the Church of South India, rev 
Samuel Kariappa in a press release stated 
that the Idapanur incident is a religious one 
The Christians there are persecuted on ac¬ 
count of their faith. The bishop's allegation 
is far from the truth. The incident has 
nothing to do with religion. For the BCs of 


Idapanur, the SCs are untouchables, irres¬ 
pective of their religion. The atrocities on 
them are on account of their low standing 
in the caste hierarchy. 

This is not to deny the fact that the domi¬ 
nant castes object to the SCs converting to 
any minority religion. In fact caste Hindus 
are afraid of the SCs going over to any other 
religion en masse. The chief reasons are (i) 
conversion gives a group a new identity as 
a result of which it may not accept the age 
old oppression imposed on it. (ii) The new 
identity the group acquires might even help 
the people assert thetnsdvei for their rights. 

In fact, in Idapanur the hanjan strength 
lies both in their being SCs and Christians. 
It has united them. Therefore, the vested in¬ 
terest in Hinduism has always claimed the 
SCs as part of the Hindu society. But this 
claim is not supported by facts. One wonders 
whether SCs are Hindus at all. Yet in fome 
parts of the country there are attempts to 
convert them to Hinduism from other reli¬ 
gions. Even the government welfare pro¬ 
grammes for a long time were exclusively 
meant for Hindu SCs. In recent yean the law 
has been changed to include SC converts to 
Sikhism and Buddhism too. It is time that 
the state, if it is interested in the real progress 
of SCs, refrained from discriminating on 
grounds of religion while granting benefits 
to SCs. Practically all studies today indicate 
that the SCs suffer the same atrocities ir¬ 
respective of religion. Whatever religion they 
embrace, they are still viewed as untoucha¬ 
bles by caste groups in society at large. 
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Global Oil an«l Unviability of Pax 
Americana 


global integration, 1950-1972, aqd (3) the 
era of trarunationalisation and unified 
global pricing (since the 1973-1974 oil 
crisis). 1 


Cyras Bins 


Tb see the drive for control over oil as the real reason for US 
intervention in the Persian Gulf is to ignore the transformation of 
the global economy and global polity in the last two decades at 
the expense of Pax Americana. 


BEFORE dealing with the historical 
transformation of oil industry and the 
resultant internationalisation of oil pric¬ 
ing, it is necessary to recognise whether 
oil has anything to do with the recent 
American intervention in the Persian 
Gulf. Admittedly, it is hard to remain in¬ 
different to the popular and tempting 
justification of the oil scenario as the 
cause of American intervention. After all, 
many on the right, including Sen Bob 
Dole (R-Kansas) and many on the left, 
including Noam Chomsky, maintain that 
the real reason behind the deployment of 
US forces in the ftrsian Gulf has been oil, 
given the vanishing Soviet deterrence 
globally. 

In establishing the cause and effect rela¬ 
tionship in this matter, I differ with the 
above assessments as I shall argue that the 
oil scenario suffers from neglecting the 
last two-decade transformation of the 
global economy and global polity at the 
expense of Pax Americana. Some of the 
major developments arc: (1) the global 
economy would no longer obey the frame¬ 
work erected by the traditional boundary 
and sovereignty of the nation-state, (2) the 
international oil industry would no longer 
folk** the pattern of national, regional, 
or cartelised price determination, (3) since 
the 1974 globalisation of oil pricing the 
physical control of oil has not produced 
intended results, (4) the post-World War 
II hegemonic, international system (of 
nation-states) is giving way to the highly 
integrated (multipolar) transnational 
entities, (3) consequently, in this new 
environment, the US global hegemony is 
a passe, and (6) the fall of the Soviet 
Uruongoes hand in hand with the emerg¬ 
ing global multipolarity, despite the 
rhetoric of 'unipolar world’ advanced by 
the sentimental and backward-looking 
segment of the ruling class in the United 
Slates. 

These points together would invalidate 
the necessity or the argument of physical 
access to the so-called cheap west Asian 
oil by the United States. Moreover, as the 
above points suggest, the recent American 
intervention in the tasian Gulf cannot be 
attributed to the US hegemonic ascension 
at all The US hegemonic rise, therefore) 


apart from the act of military intervention 
itself, is an empty phrase designed to 
boost the US image through actual or im¬ 
aginable glories of the past. 

Thus, one has to search for a sensible 
link between US military intervention in 
the Persian Gulf and the declining US 
global hegemony. Here one must carefully 
avoid the pitfall of circularity by refusing 
to equate the limited ‘victory’ in the war 
with the rise of US hegemony. In fact, 
consistent with the above reasoning, the 
cause of US intervention is readily ex¬ 
plicable in terms of the US reaction to its 
own global decline The lack of counter¬ 
vailing Soviet power in this connection 
must be considered as a catalyst that trig¬ 
gered and thereby revealed, in gigantic 
proportions, the declining status of US 
global hegemony. Hence, one has to avoid 
a tautology that is based on the oil 
scenario for explaining the cause of US 
intervention. 

In what follows, I shall present the stage 
by stage development of the global oil in¬ 
dustry, starting from its formative years 
through its transnationalisution and 
ultimately post-cartelisation since 1974. 
My purpose is to demonstrate that the 
globalisation of oil sector has gone hand 
in hand with the transnationalisation of 
the world economy; and consistent with 
the latter, the US hegemonic decline. I 
even go as far as to suggest that if the 
entire Saudi oilfields would be taken for 
keeps by the United States, it will not help 
the reversal of the US hegemonic decline, 
unless the entire world is prepared to 
abolish the institution of the capitalist oil 
market everywhere around the globe. But, 
being a matter of historical determination, 
abolishing a social system normally re¬ 
quires more than resorting to bureaucratic 
fiat and pure voluntarism (see box, ‘Oil 
Mythology’). 

Formative Years of Cartelised 
Arrangements 

The entire history of west Asian oil, in 
eluding its subsequent development into 
a modern industry, can be divided into 
three distinct yet interrelated stages: (I) the 
era of international cartelisation, 
1901-1950, (2) the era of transition to 


The first major oil discovery in West 
Asia was made in southern Persia in 1908. 
This was followed by monumental oil 
discoveries in Iraq (1927), Bahrain (1932), 
Saudi Arabia (1938), Kuwait (1938), and 
Qatar (1939), among others, all in the 
Persian Gulf region. 2 A slightly different 
historical periodisation can be provided 
for the US domestic oil industry: (1) the 
era of classical cartelisation and early oil 
trusts of 1870-1910, (2) the era of regulated 
neo-cartelisation of 1911-1972, and (3) the 
era of transnationalisation and unified 
global pricing since the 1973-1974 oil 
crisis. The first stage in the development 
of US domestic oil was simultaneous with 
the rise of horizontal and vertical integra¬ 
tion in the industry that, among others, 
alarmed the public to the point of invok¬ 
ing the passage of the antitrust law of 1911 
against the consolidating oil empire of 
John D Rockefeller. 

A close examination of the entire 
1870-1970 period reveals that the triumph 
of administrative pricing and cartelised 
practices were more or less predominant 
in the oil business.’ These practices, 
however, had begun to lose their effec¬ 
tiveness in the decades of 1950s and 1960s, 
as oil pricing bad to gradually abide by 
the rules of the global marketplace, 
beyond the total interventions by the oil 
cartel. The early period of international 
cartelisation of west Asian oil (1901-1950) 
presents a compelling story about the 
potency of political hegemony of a hand¬ 
ful of transnational oil companies 
(TNOCs) over the entire region, as, for in¬ 
stance, the nationalisation of oil in Iran 
and its aftermath during 1951-1954 have 
provided us with enough empirical proof. 
Given this brief history, the task will re¬ 
main to explain how the oil sector has 
been transnationalised, and why, under 
such a system, resorting to physical con¬ 
trol or the ownership of the oilfields is no 
longer effective against the formidable 
forces within the global oil market. 
West Asian Oil: Centre or Gravity 

The second stage in the development of 
the west Asian oil industry constitutes the 
transition toward transnauonabsation and 
global pricing of oil (1950-1972). At this 
stage, one can detect the coexistence of 
declining cartelised institutions in con¬ 
junction with the developing norms ol the 
capitalist market. Here, my main point is 
to show that the cartelisation of oil 
belongs to the stage in which the institu¬ 
tions of capitalism had not yet been fully 
developed on a global basis. The identi¬ 
fying features of this period include 
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(a) the dominance of long-term oil con¬ 
tracts, (b) tht recognition of the Persian 
Gulf as a second ‘basing-point’ (a cost- 
plus system) oil pricing system (next to the 
(US] Gulf of Mexico), (c) the utilisation 
of ‘posted prices’ for calculation of the 
share of the oil exporting governments 
under the headings of oil royalties and oil 
rents, and (d) the collective representation 
of major oil-exporting rentier states within 
OPEC. During this stage, the US domestic 
oil also had to be controlled in order to 
stabilise the ’basing-point' 'price of oil at 
the Gulf of Mexico. This basing-point had 
been in use as a reference point for pricing 
of oil anywhere in the world within the 
administrative network of TNOCs. 4 

In this period, the international 
petroleum cartel, known as the Seven 
Sisters, which had the backing of two 
powerful brothers, namely, the US and 
British governments, started to post 
similar prices (i e, based on the Gulf of 
Mexico) for oil from both the Persian 
Gulf and Gulf of Mexico Because of ad¬ 
vantage in the actual cost of the former, 
despite the heavy transportation cost 
associated with it, the cheap west Asian 
oil soon found its way deeply into the 
western markets. In this manner the west 
Asian oil has gradually displaced the US 
oil in its own territory, i e, in the markets 
close to the western hemisphere, as the 
centre of gravity of oil reserves and pro¬ 
duction shifted to the Persian Gulf. This 
prompted the companies to cut the 
Persian Gulf posted prices without an ap¬ 
parent fear of loss, thereby indirectly ad¬ 
mitting the manifold profitability of their 
west Asian operations. But the mere fact 
that the companies were able to do just 
that stems from their cartelised control of 
both US domestic oil as well as oil from 
foreign subsidiaries around the world in 
the absence of an established global oil 
market. 

Paradoxically, however, as the com¬ 
panies cut the price of oil from their 
Persian Gulf operations, they furthered 
the displacement of oil in the western 
hemisphere by its counterpart from the 
Persian Gulf. This flexibility in price 
setting, in turn, introduced an adaptable 
system of oil rents and royalties that 
allowed for responsiveness to the market 
conditions. Since the restructuring of the 
global oil industry during 1973-1974, 
however, oil prices have become subject 
to the institution of market, following the 
pattern set by the global spot markets, 
rather than ihe old administrative fine- 
tuning of oil companies or the will-power 
of rent-collecting states of OPEC.' 

Finally, this transitional penod saw the 
formation of OPEC, which came to repre- 
tent certain rent-collecting oil exporters 
:ollectively. As a result, the struggle over 


Oil Mythology 

1 The carte! syndromr. Oil industry it inherently a cartelised industry, meaning it 
has remained so even after the crisis of the early 1970s. 

2 The OPEC syndromr. OPEC has been a cartel and, as such, determines the oil 
prices around the world. 

3 The cheap oil syndromr. Despite the globalisation of oil, there is cheap oil and 
expensive oil (aside from quality) and, just like wine, one can recognise and 

* identify them while in the market. 

4 The US sell-sufficiency syndromr Since the United States depends on foreign oil, 
there is an effort on the pan of Ihe US government to achieve self-sufficiency similar 
to the promise of Project Independence in the Nixon era. 

3 The laissez-faire syndromr. I f we do not tamper with the oil market, the outcome 
will be crisis-free and smooth. , 

6 The national security syndromr. National security considerations compel the US 
government to insure the security of the supply. 

7 We-do-it-aH-for-you syndromr. Japan and the US’s European allies are more 
dependent on importation of oil than the US, so the US has gone out of its way 
to insure that the Japanese and European economies will not be squeezed as a 
result of a sudden shortage (just like McDonald, ‘We do it all for you’). 

8 The-hell-with-envitonmenl syndromr. The United States needs to explore more 
oil from the domestic pristine areas of wildlife because we need to become 
self-sufficient. 

9 The US war syndromr. The US has gone to war because of oil. 

10 The US hegemony syndromr. Control of Saudi Arabia (and Kuwait) will increase 
the US global hegemony as the US leads the entire world through another American 
Century’. 


setting the posted price (a mechanism for 
determining OPEC oil revenues) became 
the focal point cf contention between the 
international oil companies and the oil ex¬ 
porting governments.* 

Global Oil Order in Present 
Post-Cartelisation Era 

Ibward the end of the 1960s there 
emerged two major developments that 
undermined the cartelised character of oil 
production and that helped to unify the 
pricing of oil at the global level. First, 
there appeared a sweeping change in 
OPEC’s relationship with the TNOCs, 
having to do with the further integration 
of these oil-exporting countries into the 
world economy. Second, there occurred a 
considerable increase in the production 
cost of US oil (already among the highest 
in the world). This was partly due to the 
highly fragmented oil leases in the sphere 
of new exploration, and partly due to ex¬ 
orbitant capital investments made for ad¬ 
ditional oil from the existing aged US 
oilfields. 7 

Today, contrary to the previous his¬ 
torical stages, oil price determination rots 
on the global competition among the ex¬ 
isting oil regions of the world. Having the 
advantage of garnering additional 
revenue, the low cost oil regions produce 
higher rate of profit than the industry’s 
average. This excess profit is called oil rent 
and is originating from the differential 
productivity and profitability of com¬ 
peting oil regions themselves. This univer¬ 
sal rule in the formation of differential oil 
rents applies equally to both OPEC and 
non-OPEC countries alike. This would 


explain why OPEC-posted prices will no 
longer remain insulated from the deter¬ 
mining (and at times undermining) impact 
of spot prices in the global oil market. The 
magnitude of these spot prices, in turn, 
depends on the cost of oil from the 
highest cost regions, as the less costly oil 
region.' appropriate their share of oil rent, 
in addition to their normal profit. 

The development of global spot (and 
future) markets in oil is indeed the con¬ 
sequence of; (a) the extent of globalisa¬ 
tion of the oil industry that, in turn, is 
rested on the progressive integration of the 
oil producing countries within the global 
economy; (b) the critical importance of 
US oil cost structure in setting the world 
price; (c) the unification of global oil 
under one pricing rule; (d) the replace¬ 
ment of the cartelised arrangements by the 
inherently unsettled global market forces; 
and by implication (e) the development of 
OPEC as a rent-collecting agency with no 
immunity from the grip of (oil) market 
fundamentals.' 

The onset of the post-cartelisation had 
its origin in the oil crisis of the early 1970s 
that resulted in restructuring of the entire 
oil industry globally. The consequence of 
all this was to generate worldwide com¬ 
petitive prices based on the costliest oil 
region, namely, the United States, and to 
engender worldwide differential oil rents 
in more productive oil regions of the 
world. Thus, contrary to the popular 
belief, it is not OPEC, but US oil that is 
so critical in determining the price of oil 
worldwide' In the absence of the old 
cartelised arrangements, neither OPEC 
nor its 'fourteenth member’, the United 
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States rftttag fat tlw shadow of Saudi 
Arabia, wuld any longer gain from 
holding to physical control of oil alone. 
Thus, the act of US intervention in the 
Persian Gulf, especially the fashion in 
which it was conducted, is explicable in 
terms of the US reaction to its hegemonic 
decline. The rhetoric of oil is only a 
reminder of bygone yea. s of glory, a 
backward looking justification that is try¬ 
ing to interject the past into the uncertain 
future As the saying goes: history recur¬ 
red twice, the first time as tragedy, the 
second time as farce 

Notea 

(This is a part of a longer lecture entitled 
‘Global Oil and the Iranian Oil Policy in the 
Aftermath of the Persian Gulf Ufer' given at 
the Centre for Middle Eastern Studies, Harvard 
Uliivenity, Cambridge MA, USA, on May 18 . 
1992.] 

1 See Cyrus Bina, The Economics of the Oil 
Crisis (New York [London]: St Martin’s 
-Press [Merlin], 1985), Ch 3. 

2 See also Robert Engler, The Brotherhood 
of Oil (Chicago: Uni vert ity of Chicago 
Press, 1977); and Abbas AJnasrawi, OPEC 
In a Chan tint World Economy (Baltimore 
MD: Johns Hopkins Press, 1985). 

3 Simon Bromley, American Hegemony and 
World CMfUniversity Park, PA: Pennsyl¬ 
vania State University Press, 1991), r-gues 


NO longer locked in battle with the ‘evil 
empire’, US policy-makers are struggling 
to define the contours of post-coid war 
foreign policy. Their soul-searching is 
revealing. It allows outsiders a rare look 
at the purposes and intents of US foreign 
policy, aspects hidden in less troubled 
times. Moreover, the final outcome of this 
tussle between competing ideologies and 
‘national interests’ is, of course, of crucial 
interest to the rest of the world. The US 
remains the world’s pre-eminent power 
and will set many of the rules for the 
emerging international order. 

This new order will probably have little 
in common with George Bush’s rhetorical 
vision of a new world order, announced 
with fanfare during the Gulf war. Not 
only was president Bush’s announcement 
of the new order premature, but his pur¬ 
pose was clearly to claim the moral high 
ground for military action in the Gulf. But 


that the American hegemony is still intact 
and that b also due to the VS control of 
west Asian oil vis-a-vis Japan and western 
Europe. I wish to present a counter¬ 
argument, namely, that the US hegemony 
has been declining due to the transna¬ 
tionalisation of capital, which has under¬ 
mined the pov.-Worid War li American- 
based intern auonal system of nation-states 
since the early 1970s. As for the oil factor, 
the oil sector has already developed into a 
transnationalised industry since 1974 and 
the US government, although it wishes, 
cannot determine its direction. 

4 Cyrus Bina, 'Internationalisation of the Oil 
Industry: Simple Oil Shocks or Structural 
Crisis?', Review: Journal of the Fernand 
Braudel Center, Vol 11 (No 3), Summer 
1988. For a historical analysis of the 1973-74 
oil crisis, see Joe Stork, *011 and the Inter¬ 
national Crisis’, MER1P Reports, No 32 
(November 1974). 

5 Cyrus Bina, 'Limits of OPEC Pricing: 
OPEC Profit s and the Nature of Global Oil 
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Global Oil’, The World A l (December 
1990). 

9 Cyrus Bina, ‘The Law of Economic Rent 
and Property: Applied to the Oil Industry', 
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since the Gulf war he has shown little 
evidence of being guided by a new foreign 
policy vision. Certainly, his muddled ef¬ 
forts abroad have done little to encourage 
comity and the rule of law between na¬ 
tions, both promised in his conception of 
a new world order. The new shape of US 
foreign policy will not emerge so quickly 
nor so fitfully. 

To the contrary, the principles that will 
guide US foreign policy in Viis changeable 
world are likely to take shape over years. 
With their cold war raison d'etre, the 
world seemed frozen to Americans for the 
past half-century. Today it seems to 
change at treacherous speed. William 
Hyland, editor of Foreign Affairs, the 
influential centrist policy journal, writes, 
“It is rare in history that a country can 
craft a wholly new foreign policy. But 
within the constraints inevitably imposed 
by geography and history, the United 


States now has that very opportunity?. 

The US may not be able to break 
with the strong continuities that have 
dominated its foreign policy for the past 
half century. But in crafting a policy, 
geared to a changed global system, its at¬ 
tention will be dominated by a few key 
concerns and, second, by creating a con¬ 
sensus to replace the rigid ideology of 
east-west conflict. 

The paramount concern remains the 
final configuration and mien of the 
USSR’s successor republics: Will they be 
nuclear powers hostile to US interests? A 
second concern is China, always the 
source of deeply ambiguous feelings in the 
US: to many US analysts the PRC seems 
on the verge of cataclysmic change; with 
worrying implications for stability in 
eastern Asia. Third, relations with Japan, 
the lynch pin of post-second world war 
US policy in Asia, are in danger of turn¬ 
ing hostile. Fourth, in west Asia the cold 
war's end has changed the rules of the 
game and jeopardised (though far less 
than it seems) the US’s special relation¬ 
ship with Israel. Fifth, and perhaps the 
most troubling new clement from the US 
perspective, is the proliferation of nuclear 
weapons beyond their traditional con¬ 
fines. Lastly, these and other challenges 
will have to be explained by an over¬ 
arching ideological framework, a basis for 
a global foreign policy to replace that 
earlier provided by the east-west conflict. 

Revealingly, however, these are not the 
foreign policy priorities being discussed by 
most US decision-makers. Their concerns 
presuppose a far more benign view of the 
aims of US foreign policy. Analysts here 
are preoccupied, first, with an alleged 
gathering storm of isolationism that they 
say threatens US involvement in foreign 
affairs. Second, they say that the US’s 
economic troubles will constrain military 
action and overseas adventures. They ex¬ 
pect a greater reliance on non-militan 
instruments of foreign policy. A third con¬ 
cern is instability (and religious fun¬ 
damentalism) in west Asia and other 
countries of the south. Finally, they point 
to a post .Gulf war commitment of multi¬ 
lateral action throueh the l)N as being a 
major new element m the US emerging 
foreign policy. 

But for many reasons it seems clear that 
these are peripheral concerns, unlikely to 
define the nature of post-cold war US 
foreign policy. Conversely, focusing on 
this most visible part of the internal 
debate runs the risk of misreading the 
nature of American foreign policy. 

First, there is little likelihood that the 
US will withdraw in any way from an 
international system that it helped shape 
and which has suited its purposes so well 
this century. (Jeane Kirkpatrick, Reagan’s 


US Foreign Policy after the Cold War 

Siddharth Dube 


A recent Pentagon policy planning document, leaked to the New 
York Times, pushes the twin views that *the world is ultimately 
backed by the US’ and that the emergence of rival powers must 
be cut short. The document asserts that the US must be prepared 
to use military force to stop the development of nuclear weapons, 
including attacks on plants that manufacture such weapons. 
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hawkish ambassador to the UN, in a rare 
insight notes “The isolationism versus 
internationalism debate is in reality the 
debate among the various types of inter¬ 
nationalism”) Equally, it is poor history 
to think that tight budget-strings are a 
sufficient reason for great powers to break 
with the use of military might. Again, the 
concern about instability is itself rooted 
in the fear of nuclear proliferation or in 
specific goals like securing European 
stability and west Asian oil. (African wars 
are hardly accorded the same import.) 
Moreover, one needs a very charitable 
view of American foreign policy to accept 
that the US is wedded to multi lateralism; 
the UN is an attractive forum only when 
the US rules it. 

Leaving aside the key regional chal¬ 
lenges, the responses to which will per¬ 
force structure American foreign policy, 
what does the battle between competing 
ideologies reveal about the likely purposes 
of post-cold war US foreign policy? 

A first and powerful claim to defining 
the intent of this new foreign policy was 
made last year by Charles Krauthammer, 
an influential conservative commentator, 
in an article titled ‘The Unipolar 
Moment*. Krauthammer speaks his mind. 
He writes, “The immediate post-cold war 
world is not multipolar. It is unipolar. The 
centre of world power is the unchallenged 
superpower, the United States, attended 
by its western allies.’' 

In Krauthammer’s view the US is the 
source of international stability, and the 
proliferation of nuclear weapons to 
unstable third world nations the source of 
instability. Put the two together and you 
have a ready-made purpose for US foreign 
policy. “The post-cold war era is thus 
perhaps better called the era of weapons 
of mass destruction", he writes. “The pro¬ 
liferation of weapons of mass destruction 
and their means of delivery will constitute 
the greatest single threat to world security 
for the rest of our lives. That is what 
makes a new international order not an 
imperial dream or a Wilsonian fantasy but 
a matter of the sheerest prudence.” 

Krauthammer's hawkish sentiments are 
echoed by important sections of the 
American foreign policy establishment. In 
particular, his faith in the continued 
importance ot military force to counter 
vaguely defined 'disorder' has strong 
resonance. This hue of reasoning underlies 
the recent Pentagon policy planning docu¬ 
ment, leaked to the New York Times, 
which pushed the twin views that “the 
world order is ultimately backed by the 
US” and that the emergence of rival 
powers must be cut short. The document 
says also that the US must be prepared to 


use military force to stop the development 
of nuclear weapons, including attacks on 
plants that manufacture such weapons. 

The Pentagon report notes, “While the 
US cannot become the world’s policeman 
by assuming responsibility for every 
wrong, we will retain the pre-eminent 
responsibility for addressing selectively 
those wrongs which threaten not only our 
interests, but those of our allies or friends, 
or which could seriously unsettle inter¬ 
national relations” Provocative words 
indeed. 

Pronouncements like these discomfit 
those who think that the US can no longer 
afford to act the global heavyweight now 
that the cold war's end has created a com¬ 
plex. multipolar world less suited to the 
use of military might. The moderate 
world-view is built on four interrelated 
arguments. One, that US foreign policy 
autonomy is limited by its relatively weak 
economic position and the large debts 
owed to Japan and other creditors. TWo, 
that US pre-eminence is balanced by the 
diffusion of power to other nations and 
the genesis of a new multipolar system. 
(A report from the Aspen Institute of 
Humanistic Studies notes, “The problem 
for the United States will be less the rising 
challenge of another major power than a 
general diffusion of power. Whereas 19th 
century Britain faced new challengers, the 
21st century U nited States will face new 
challenges”) Three, that this kind of in¬ 
ternational configuration calls for 
pragmatic case-by-case decisions from US 
foreign policy and does not require an 
ideological rationale. Fourth, that military 
use is less important than the creation of 
co operative international regimes, for in¬ 
stance one to control the spread of nuclear 
armaments. 

I his sense of constrained opportunities 
is far removed from the overweening self- 
assurance provided by the unipolar 
theorists. William Hyland writes, 
“In sum and in paradox, the United 
Slates does not have anything ap¬ 
proaching the freedom of action it en¬ 
joyed in the cold war decades. In the cold 
war, even though the lines were sharply 
drawn, the United States could choose to 
intervene or not, and much of the world 
deferred to Washington. Now the political 
lines are far less distinct, and allies 
that were almost totally dependent on 
Washington seek greater autonomy and, 
like the United States, are under domestic 
pressures to assert more nationalist posi¬ 
tions!’ 

Which of these two opposed world¬ 
views will inform post-cold war US 
foreign policy is still unclear. Nonetheless, 
the odds are against the moderate view; 
it is likely to be overwhelmed by the 
unipolar theory despite being a closer 


reading of the US’s foreign policy oppor¬ 
tunities in this changed world. Then an 
some good reasons, both internal to the 
US and outside, to expect this. The debate 
over foreign policy is hardly wdl-infonneri 
in the US. Nor, regrettably, an any of the 
presidential candidates of the calibre 
required to break out of the cold war 
mould of American foreign policy. They, 
like the unipolar theorists, think that 
strong-arm tactics defeated the USSR and 
are still needed today. Finally, other great 
powers—and lesser nations too—must be 
blamed if they cannot use tho cold war’s 
culmination to any good purpose. Drift 
is always easier in foreign affairs than 
seizing the moment. If the world cannot 
weaken the threat of nuclear war today, 
Chinese, Indian, Pakistani and Israeli 
intransigence may be nearly as much to 
blame as the United States’ superpower 
fantasies. 


I Cinema is no longer only a celluloid 
illusion. It is a double-edged sword : 
active as an agdht of political manipula¬ 
tion and cultural colonialism. But also as 
an agent of cultural militancy and, poli¬ 
tical revolution. This essay looks at these 
questions in concrete historical setting. 

New from ODYSSEY 

CINEMA IN FOCUS 

Part I: Black and White of Cinema in 
India by Praojaii Bandbu 
Part II: Filmmakers on Filmmaking 
Writings of liberatlonist filmmakers : 
Bunuel, Rocha, Solanas, Gettino, 
Espinosa, Sanjines. 

Rs.95 Postage extra 
Previous Titles : 

National Question in India : 

CPI Documents 1942-47 
Ed: TjG. Jacob; Introduction 
by K. Venn. 

1988 Rs.75 

War and National Liberation : 

CPI Documents 1729-45 
Edited and Introduced by 
R Bandbu, TjG. Jacob. 

1988 Rs.65 

Chaos in Nation Formation 
Case of Pnnjab 
by TXT. Jacob 
199B RS.75 

Par Copies: Odyssey, 4/2394, | 

Vikramapuram Hill, Kuiavankonam, I 
Thiruvahiiuhapurain-695 003. I 


Economic and Political Weekly Julv' it. 1992' 


1470 




PERSPECTIVES 


Which Direction and What 
Atmosphere? 

K S Krishnaswamy 

The undertakings given by the finance minister to the IMF in his 
memorandum of June 2, 1992 make it clear that this year will be 
devoted primarily to halving the growth in money supply and 
bringing inflation down to 8 per cent or less. The long-standing 
neglect of education, medical services, rural development and 
facilities to small-scale industries, combined with the fiscal and 
monetary squeezes ensure that employment will be more talked 
about than provided. Import liberalisation and the urge towards 
globalisation will further enlarge the difference in life-styles 
between the urban and rural communities. 


“I THINK we have created the right sort 
of atmosphere. We have laid out a new 
sense of direction!’ So says Manmohan 
Singh in one of his recent interviews to the 
press (The Economic Times, July 6,1992). 
The finance minister is a person of wide 
knowledge and weighty words, and one 
has to take his statements seriously ■ It 
would be churlish to say that in sharing 
his thoughts with the public, he is ignor¬ 
ing facts or putting a gloss over them; 
after all who else in India can have access 
to more information on the state of the 
country and its moods than its prime 
budget-maker? Obviously, there is much 
that the finance minister knows which we 
do not. Were he in the same position as 
we are, it is doubtful if he could have said 
all that he did, with such candour and 
conviction. 

For most outside observers, the striking 
feature about India is the uncertainty 
about its ’sense of direction’. All that can 
be said is that it is no longer the direction 
which Jawaharlal Nehru had set at the 
dawn of independence Thanks to reasons 
too well known to need reoetition here, the 
public sector has lost all credibility as a 
developmental agent. Yet, there is no shor¬ 
tage of statements from the prime minister 
downwards claiming that what this govern¬ 
ment is doing is entirely in furtherance of 
the goals that Pandit Nehru set for the 
public sector-dominated plans. While the 
finance minister is under pressure to 
abolish food and fertiliser subsidies, his 
cabinet colleagues regularly assure the 
farmers and others that these will con¬ 
tinue. The deputy chairman of the Plan¬ 
ning Commission asserts that the Eighth 
Five-Yfear Plan is employment-oriented, 
while Manmohan Singh is deeply con¬ 
cerned with *exit policy’ and the National 
Renewal Fund! Things become even more 
confusing when we take account of the 


ceaseless pressure from the IMF and the 
World Bank—somewhat shrilly supported 
by the English language press here—to 
‘speed up’ the liberalisation process. 
Though Manmohan Singh has not said 
anything one way or another, the prime 
minister has made it clear that the pro¬ 
cess will be neither speeded up nor slow¬ 
ed down—whatever that may mean. If one 
moves a little away from New Delhi to any 
of the state capitals, where satraps of all 
shades hold sway, it is not even clear 
whether the State is, metaphorically, com¬ 
ing or going! 

Let us leave these ministerial statements 
alone and look at the administrative 
machinery for the change in its ‘sense of 
direction’. Since there is no significant 
reduction in the number and size of 
ministries and their staff, the delays, 
hassles and gratifications associated with 
obtaining ‘clearances’ from government 
departments are no different today than 
they were a year or more ago. Thx laws are 
yet to be made ‘transparent’, and refunds 
from government quicker. With broad- 
banding, and broader definitions of 
customs categories, the scope for 'discre¬ 
tionary assessment' at the operational- 
staff level provides ample room for mal¬ 
practices. No matter where you go, the 
forms and procedures are unaltered, not¬ 
withstanding umpteen pronouncements 
by ministers. Thanks to* the securities 
scam, the woeful state of the banking 
bureaucracy is now part of bazaar talk. 
Secretaries and other high-flying members 
of the Indian Administrative Service have 
lost all capacity to empathise with those 
outside their class; their contact with and 
concern for the ‘people of India’ remain 
part of classified data in government files! 

Where then do we seek this new sense 
of direction which has been laid out? To 
some extent, among those captains of in¬ 


dustry and chief executives of financial 
institutions who are free to exploit the 
capital and money markets. Capital issues 
control has at last been abolished, and the 
Securities and Exchanges Board of India 
(SEBI) has yet to get its teeth. The Reserve 
Bank of India's control of banking is now 
a bit of a bad joke; and the capacity for 
self-regulation of banks, mutual funds 
and stock exchanges is minimal, if not 
non-existent. The private sector in India 
has never been known for its adherence 
to ethical codes and respecting socially 
beneficial regulations. With the so-called 
liberalisation of trade and industrial 
politics, casting a new responsibility on 
chambers of commerce and industry and 
on the management of public limited 
companies, one would have expected a 
change in the attitudes and character of 
the private sector. But this is yet to hap¬ 
pen and there is no indication that the 
process has begun. No matter which way 
you turn—protecting the environment, 
promotion of R and D, striving towards 
achieving rapid improvements in quality 
and productive efficiency, elimination of 
conspicuous consumption, retraining of 
labour—the private sector has yet to 
demonstrate a new awareness of issues 
larger than maximisation of the ‘bottom 
line’. In this area also, the search for a new 
sense of direction is, alas, unrewarding. 

Leave all these ‘impressions' alone and 
consider the structural change which the 
new economic policy is to bring about. 
The finance minister hopes that the eco¬ 
nomy will grow by 4 per cent in 1992-93, 
as against 2.5 per cent last year. But he 
adds that “if we run into a bad weather 
patch, everything will be in the hands of 
God...” (The Economic Times, July 6). 
So the expected higher growth is no more 
than a prayer for the weather-gods to be 
kind and grant us a spurt in agricultural 
production. The government’s agricultural 
policy is yet to be announced and put in¬ 
to effect; hence no credit can be claimed 
for the new economic policy in this season 
if the agricultural sector does well. Much 
more to the point, the FM’s statement 
merely confirms that the much promised 
structural change has yet to take place. 
This is no surprise, because structure) 
changes do not occur quickly merely 
because the government of India and its 
international financiers desire them. After 
more than four decades of significant in¬ 
dustrialisation of the country, the change 
in the composition of the GDP is seen not 
so much in the relative proportion of 
‘Industry and Minerals’ as in those of the 
Services sector and the Agricultural sector. 
Over the longer haul also, a good bit of 
output and employment growth will de¬ 
pend on major advances in these two sec- 



tors. The boost that the new economic 
policy is expected to give to the Industrial 
sector (so far it has only been the large 
industries sector!) could add a bit to this, 
but not much and not until later. We have 
thus to wait for quite a while before the 
structural transformation occurs. 

To be fair, Manmohan Singh is fully 
aware of this. Citing the oft -quoted exam¬ 
ple of Mexico he points out that it took 
ten years for that country to recover; and 
before the process of recovery started, its 
per capita income and living standards 
declined by 50 per cent. Mexico also had 
an IMF prescribed policy of structural 
reconstruction, like wc have. Ks per capita 
income and living standards were much 
higher than ours, even during the crisis. 
Its proximity to the huge American market 
plus the NAFTA, its oil reserves and the 
overflow of its surplus labour across the 
border gave it special advantages, which 
we do not have. E ven so it has yet to 
become the showpiece of successful struc¬ 
tural transformation. Australia and New 
Zealand, which embarked on similar 
policies around 1987 have still not climb¬ 
ed out of their troughs. True enough, we 
have now a more respectable foreign ex¬ 
change reserve; thal apart, what else do 
wc have to show by way of economic pro¬ 
gress? Yet, knowing that the transitional 
period from here to a structurally trans¬ 
formed, rapidly growing Indian economy 
will bo d long and hard one, what is the 
‘first important step of restructuring the 
economy' that the IM says we have taken? 
Unless he has been misquoted, it can on¬ 
ly be the decimation of the public sector 
and of public investment. It is all very con¬ 
fusing to ordinary mortals and one hopes 
that as a ct ucial member of a professedly 
‘open’ government, Manmohan Singh will 
favour the public with mote solid evidence 
of restructuring that has in fact occurred. 

What about the ‘right rott ot atmos¬ 
phere"? One is again perplexed by Man¬ 
mohan Singh’s perceptions which run 
counter to the general an ot uncertainty 
mixed with apprehension The securities 
scam has heightened this, especially 
because of the horrendous involvement of 
banks and their subsidiaries. The plethora 
of ‘tainted’ scrips on the capital market 
and the ruthless exploitation of bona fide 
investors by big and small brokers have 
made the task of normalising the capital 
market and stock exchanges a tortuous ex- 
eictse. Sluggish exports, stagnant in¬ 
dustries, strikes by organised labour, 
shortages and pnu increases, mounting 
educational and medie.il expenses, disorga¬ 
nised public set sices the iixt of depress¬ 
ing elements around us is not getting any 
shorter. The finance minister’s commit¬ 
ment to bring the fiscal deficit down to 
5 per cent of GDP in 1992-93 translates 
into severe resouice crunches for univer¬ 
sities and research establishments and for 


infrastructure investment. Part of it gets 
reflected in a diminution of net resource 
transfers to state governments—which in 
their turn starve local governments and 
essential social services of funds. Add to 
all this the realisation by small-scale in¬ 
dustries and businesses that they continue 
to get a raw deal from governments, large 
industries and financial institutions—the 
sense of impending hardship is virtually 
universal. 

The trouble with people like us, the pro¬ 
tagonists of the new economic policy will 
say, is that we are blind to the immense 
potential of India’s private sector, which 
is now sallying forth to conquer new 
heights through its enterprise and innova¬ 
tion. The only striking evidence of the new 
spirit has been on the stock markets, but 
this, we are told, has nothing to do with 
the new economic policy. Clearly, we have 
broken no new ground in exports; there 
is no evidence yet of a rush of investment 
projects, or of innovations. There will be 
no such rush unless, as the private sector 
has always complained, the government 
implements an ‘exit policy’, and adds more 
fiscal and monetary incentives. We are 
often told that a new class of entre¬ 
preneurs are emerging from the medium- 
and small-industries sector; but it is 
precisely this sector which is languishing. 
The only sector of the economy which is 
having a field-day is trading and this has 
always been the case, given the basic 
shortages in the economy coupled with 
administrative mismanagement or mani¬ 
pulation. Likewise, the tendency of Indian 
industrialists to arrange foreign collabora¬ 
tions and participations in preference to 


ensuring quality, eliminating waste and 
strengthening their own R and D capa¬ 
bilities is also a continuation of past 
characteristics. 

All this is palpable and the question re¬ 
mains; what in fact is the new element in 
the atmosphere that makes it ‘right’in the 
finance minister’s judgment? There is, of 
course, an ideological shift away, planning 
and state involvement in development. 
Likewise, there is a distinct shift away 
from concern with employment, income 
disparities and other ‘socialistic’ objec¬ 
tives, towards winning the confidence of 
foreign investors and lenders. The under¬ 
takings given by the finance minister to 
the managing director of the IMF in his 
letter and memorandum of June 2, 1992 
make it amply clear that this year will be 
devoted primarily to halving the growth 
in money supply and bringing inflation 
down to 8 per cent or less. The long¬ 
standing neglect of education, medical 
services, rural development and facilities 
to small-scale industries, combined with 
the fiscal and monetary squeezes ensure 
that employment will be more talked 
about than provided. Import liberalisation 
and the urge towards globalisation will 
further enlarge the difference in.life-styles 
between the urban and rural communities. 

Do all these constitute the ‘right’ shift 
in atmosphere? Maybe it is right for some 
sectors of the economy and some classes 
of society. Unless we accept that what is 
good for these classes is automatically 
good to the rest of the country, it is hard 
to see how the finance minister can feel 
so easy in mind about the new sense of 
direction and the right atmosphere. 


The Historic Turning-Point 
A Liberation Anthology 

(in 2 volumes) 

I hi. Anthology presents a selection of writings from Liberation, which 
appe >red L-etween November 1967 and early 1972. Liberation was the cen¬ 
tral orq m of the AICCCR, that was set up in the wake of the Naxalbari upris¬ 
ing in r'67, and of the CPI(M-L) after the dissolution of the AICCCR. 

Besides almost all AICCCR and CPI(M-I.) documents, reports and reviews 
of struggles, most of the writings of Charu Majumdar, etc , the. Anthology 
includes several writings of historical importance not published in Libera¬ 
tion or elsewhere 

Rich in source material on the history of a stormy period, this Anthology 
is expected to prove indispensable to students of recent history as well as 
to those who are engaged in the making of it. 

Fdited by Suniti Kumar Ghosh with a group of Associate Editors 
Vo! | is out, Vol. II likely to come out by November 
t'nce Rb .100 (HB) and Rs 100 (PB) each volume. 
Pre-publicahcn price of Rs 70 tor Vol II (PB) will be accepted until 7 October, 
'those who would have their copies oy post should send Rs 82 to S. K. Ghosh, 
10, Raja Rajknshna St., Suite 8, Calcutta • 6 by m/o or bank draft. 
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REVIEWS 


Towards a Critique of Language 
Imperialism 

SumanU Baneijee 

Ret hin ki n g English: Essays in Literature, Language, History, edited by 
Svati Joshi, TVianka, New Delhi, 1991; pp 348, Rs 280. 

CALIBAN shouted at Prospero: ‘‘You 


taught me language; and my profit on’t Is, 
I know how to curse. The red plague rid you 
For learning me your language!”Indian 
readers of Shakespeare never wanted to iden¬ 
tify themselves with Caliban, the deformed 
slave held in captivity by Prospero who 
trained him to run his errands. They rather 
dreamt of stepping into the shoes of Ferdi¬ 
nand, the respectable prince chosen by the 
magician coloniser, Prospero, to live happily 
ever after with his daughter. Yet, in their 
daily dealings with the British colonisers in 
India, they suffered the fate of Caliban— 
prisoners who learnt an alien language that 
held hopes for their emancipation, but 
which finally helped them only to curse their 
rulers. 

Even after 200 years of British colonial 
rule, and almost half a century of inde¬ 
pendence from that rule, we—the so-called 
educated Indians—still remain trapped by 
English, the language taught us by the col¬ 
onisers. Like Prospero renouncing his magic 
powers and breaking his magic wand, the 
British rulers (according to the official 
history of Indian independence) renounced 
their claims to India and left our shores in 
August, 1947. But unlike Prospero’s broken 
magic wand, the charm of English still con¬ 
tinues to protect and bring good luck to us. 
As for the few rebellious Calibans among 
us, they are waiting for the ‘red plague 1 . 
Meanwhile, they can only ‘know how to 
curse 8 — again in English! 

The collection of articles brought together 
in the book under review exemplifies how 
the use of a language—English in this 
case—can reinforce and aggravate slavery in 
a continuum from colonial to post-colonial 
eras in diverse forms in our literature, 
academic discourses, teaching syllabi and the 
business of publishing textbooks. Written by 
academics, most of whom teach English in 
Indian universities, they straddle the two 
eras—colonial and post-colonial. Those 
dealing with the first period trace the institu¬ 
tionalisation of English literary studies in 
early 19th century by the British administ¬ 
rators, and the contribution of such institu¬ 
tionalisation to the reconstruction of indi¬ 
genous literature, language and pedagogy as 
well as to the formulation of concepts of 
'nation' and ‘nation-state’ among the 
English-educated indigenous elite—^both the 
contributions creating spaces for collabora¬ 
tion and confiicts in relations between tl|e 
colonial administrators and the Indian elite 


newly educated in English. The continuation 
of English as the language of power in the 
hands of the elite in post-colonial India is 
situated by the other authors within the 
broader framework of the third world 
studies and the western cultural hegemony 
in today's world, as well as within the four 
walls of the Indian universities and teaching 
institutions where English holds sway. In the 
process, the authors suggest the need for 
reorganising the discipline of English studies 
in the Indian universities and reallocating it 
a different position in the curriculum, and 
explore the possibilities of alternative lin¬ 
guistic avenues for inter-cultural communi¬ 
cation among the diverse communities in¬ 
habiting India who speak different 
languages. 

The British colonial administration's 
policies regarding indigenous languages and 
literature and the introduction of English to 
replace them or to superimpose on them in¬ 
volved a long course of debates. The debafes 
were marked by divisions among the ranks 
of the colonial administrators, which em¬ 
braced not only the issue of language but 
also the entire question of defining the 
colonial policy towards the past cultural 
heritage of the Indians which was found to 
be a force to reckon with by the British 
colonial power. As one of the authors in the 
present volume points out: “...English 
literature entered an India which was far 
from being a vacuum, and it had to contend 
with many forces, indigenous and previously 
entrenched (and even ingrained) to carve out 
us own sphere of influence and space of 
dominance” (Harish Trivedi—-Reading 
English, Writing Hindi: English Literature 
and Indian Creative Writing’). 

How did colonial policy-makers cope with 
the situation? Macaulay’s simplislic nostrum 
of creating overnight a generation of Indian 
lackeys into ‘a class of persons, Indian in 
blood and colour, but English in taste, in 
opinions, in morals and in intellect—the 
hope nursed by the administrators in the 30s 
of the 19th century—did not quite work. As 
iasodhara Bagchi, in her article ‘Shakes¬ 
peare in Loin Cloths: English Literature and 
the Early Nationalist Consciousness in 
Bengal’, asserts: “Macaulay's Anglicist pro¬ 
gramme was too one-sided to capture the full 
impact of English literary studies on Bengali 
society”. By introducing English studies in 
India, the British administrators indirectly 
opened up a mini-Pandora's box. The ‘full 
impact' roused all sorts of uncomfortable 
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demands—starting from share in administ¬ 
rative posts, through nagging cries for local 
self-government, followed by demand for 
dominion status and then finally indepen¬ 
dence—the tortuous course of what is 
known as Indian ‘nationalism*, “...the chief 
threat to empire (was) in a new English- 
educated elite who were to invoke the poli¬ 
tical rhetoric of British liberalism to embar¬ 
rass British imperialist practices” (Badri 
Raina—A Note on Language, and the 
Politics of English in India’). 

But the ‘political rhetoric* of the Indian 
middle classes was not confined to the ideas 
of British liberalism only. It harked back 
to a Hindu golden past. The neophyte ‘na¬ 
tionalists' of 19th century India needed this 
Hindu rhetoric to establish their identity 
vis-a-vis the colonial rulers, often in a bid 
to trace Iheir ancestry to a past that was 
culturally superior to and older than the 
western civilisation. Ironically however, the 
Indian nationalists again owed their ability 
to use this Hindu golden age in their political 
rhetoric lo the same British colonial rulers, 
who through their teachings reinforced the 
image of a long forgotten past in a more 
comprehensive and structured form, in the 
minds of these early nationalists. Kumkum 
Sangari probes the motivations of the col¬ 
onial rulers, when she points out that for 
them the “pre-colonial past could provide 
models of ‘feudal’ governance for the pur¬ 
pose of colonial rule- In this sense it was, 
selectively, to become the usable past both 
for some of the colonisers and a fraction of 
the colonised; the traditions they invented 
were extrapolated from and engrated on ex¬ 
isting and emerging structures of inequality” 
(‘Relating Histories: Definitions of Literacy, 
Literature, Gender in Early Nineteenth Cen¬ 
tury Calcutta and England’). 

Translations, initialed by the colonial ad¬ 
ministration, played an important role in the 
implantation of the image of the golden age 
in the psyche of the educated Indians. 
Tejaswini Niranjana in her article, ‘Transla¬ 
tion, Colonialism and the Rise of English’ 
refers in this connection to the role of the 
orientalist scholar William Jones in parti¬ 
cular whose insistence on translating andent 
Indian texis— both on law and literature— 
into English, created a new standardised 
repertoire of hegemonic colonial texts which 
imposed linear historical narratives on the 
English-educated Indians. “Even when the 
anglicised Indian spoke a language other 
than English, ‘he’ would have preferred, 
because of (he symbolic power attached to 
English, to gam access to his own past 
through the translations and histories cir¬ 
culating through colonial discourse.” A 
whole range of orientalist imago, sanction¬ 
ed by the colonial rulers through official 
English translations, were thus inserted into 
the minds of the educated Indians. 
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The colonial ventures in translating in¬ 
digenous Indian texts into English were 
naturally selective—concentrated only on 
those that served the purpose, or were in 
tune with the prevalent norms of the colonial 
administrators. Unofficial attempts to make 
available to an English-reading public in 
India dissident views from non-English 
speaking European radicals were discourag¬ 
ed. Susie Tharu in 'The Arrangement of an 
Alliance: English and the Making of Indian 
Literatures’ draws attention to a less-known 
historical aside about the young 19th cen¬ 
tury Francophone Bengali poetess. Thru 
Dutt. While the contemporary English critics 
acclaimed her translations of delicate French 
lyrics (into English) and spoke of her as a 
genius, “almost no mention was made of her 
translations of revolutionary speeches deli¬ 
vered in the French Chamber of Deputies”. 
Significantly, this was an ‘oversight’ which 
even the “nationalist literary historians chose 
to endorse”. 

Selective choices in translations, not only 
exiled dissident European literature and 
political opinions, but also banished from 
the educated Indian circles, indigenous 
classical literary texts that did not suit 
the prevailing moral norms of the colonial 
rulers. Susie Tharu again in her article tells 
us of a case in the early 20th century. When 
Bangalore Nagaratnamma, a scholar and 
well known patron of the arts tried to 
publish an accurate edition of an 18th 
century classic—Radhika Santwanam', com¬ 
posed by Muddupalani, a ‘ganika’ in the 
Thanjavur court—she faced strong official 
censure. The government decreed that all 
copies of the book be seized and destroyed. 
The reason was the uninhibited description 
of a woman’s sexual pleasures—something 
which obviously offended the patriarchal 
norms of sexual behaviour set down by the 
colonial rulers. In fact, the role of woman— 
like literature and past history—in colonial 
society, was also defined by drawing selec¬ 
tively from the indigenous tradition (the 
image of the devoted wife like Sati and 
Savitri) as well as from the contemporary 
conservative British attempts to reconstruct 
woman as a refined domestic housewife 
upholding the moral worth of the family 
(found in the writings of Jane Austen, 
Sarah Ellis and others)—an effort in which 
Kumkum Sangari discovers “a broad dialect 
between reform and preservation.” 

The shaping of a new indigenous literature 
in the different vernaculars in 19th century 
India could also be traced to the training in 
English and translations from English that 
the colonial administrators encouraged. 
Although some of the contributors in the 
present volume refer to this, it is a subject 
that deserves a separate and more elaborate 
analysis. One would like to know whether 
languages like Tamil and Tclegu underwent 
the same process of Sanskritisation as 
Bengali (and later Hindi) in the hands of an 
English-educated ’nationalist' indigenous 
elite. The development of a ’chaste’ literary 
Bengali by members of this elite became a 


vehicle of what Jasodhara Bagchi describes 
in her article as “counter-hegemonic claims 
of an indigenous middle class” vis-a-vis 
the ‘progressive’ claim made on behalf of 
English literature by the colonial rulers. 
While this is true, it needs to be added that 
the new Bengali of the middle class also 
helped this class to build up a separate socio¬ 
cultural identity for itself that set it apart 
from the Bengali masses (the ‘chhotolaks— 
the perjorative term used for them by the 
elite) who spoke the colloquial Bengali 
(dismissed as ‘itar’ or vulgar patois, by the 
educated people)—and from their social and 
cultural concerns. The new Sanskritised 
Bengali and the literature written in it (evolv¬ 
ed in the process of a colonial educational 
system where the teaching of English in¬ 
fluenced the development of both the 
language and its literature) thus served 
the interests of a burgeoning class at two 
levels—first, in its negotiation with the col¬ 
onial power with which it was developing in¬ 
creasing contradictions (in the last quarter 
of the 19th century), and secondly, in its ef¬ 
forts to shape itself into a distinct class with 
a distinguished language and vocabulary 
that could differentiate itself from the lower 
orders. In the Moghul era. the Bengali elite 
(from the trading and administrative circles) 
readily.accepted Persian which was the court 
language. But in the British colonial era, the 
new elite—after the initial Anglicisation— 
imbibed the theories of ‘nationalism’ (in¬ 
troduced paradoxically enough by the same 
English education). The court language, 
English, could not be adopted any longer by 
the neophyte nationalists. In search for roots 
in defining their national identity, they 
(primarily Hindus) harked back to Sanskrit 
and harnessed it to shape the new Bengali. 
Sanskritisation also helped them to forge 
alliances with the elite members of the other 
Indian linguistic groups who were also going 
through the same process of moulding their 
respective languages in a similar direction. 
Although Harish TKvedi in his article gives 
us an excellent account of the development 
of Hindi literature in north India in the 19th 
century and of the responses of Hindi 
writers to English literature; one wishes there 
was an equally useful historical analysisof 
the evolution of Hindi—as a language— 
under the impact of colonial education, and 
of the role of the colonial administrators in 
influencing the replacement of the common¬ 
ly understood Hindustani by the ‘braj- 
bhasha’ variety, or in their encouraging a 
Sanskrit-oriented approach that favoured 
the Devnagari script (as distinct from the 
prevalent script of Urdu) in north India. 

It is in this context that Badri Raina's en¬ 
dorsement of ‘Hindi protagonism’ in today’s 
north India as “essentially a second anti- 
colonial movement” (‘A Note on Language, 
and the Politics of English in India') raises 
certain disturbing questions. ‘Angrezi Hatao’ 
is fine. But is English going to be replaced 
by the laboriously produced nut-cracking 
terminology of official Hindi, or the tawdry 
idiom of the Bombay-made Hindi films? 


The authoritarian drive to bnpose Uw 
former on the rest of India, and the com¬ 
mercially inspired move to corrupt the other 
languages by the latter, are not quite con¬ 
ducive to the healthy growth of Hindi as a 
national language that would be voluntarily 
accepted by all. Hindi might end up as 
‘brown English’ in our culture, correspon¬ 
ding to the ‘brown sahibs' in our administra¬ 
tion, as a symbol of another centralising, 
exploitative power—indigenous this time: 

Among all the articles, Aijaz Ahmad’s 
‘Disciplinary English: Third Wqrldism and 
Literature’ deserves special mention and 
warrants a separate review that is beyond the 
scope of the present one. By posing the basic 
questions—both methodological and con-> 
ceptual—in the analysis of modem literary 
criticism in the west as well as in the third 
world, he restores the essential spirit of the 
Marxist paradigm, eschewing scrupulously 
the tendency of mechanistii interpretation. 
Especially important is his sensitive obser¬ 
vation of the continuity of the dependence 
of Indian universities on their western 
counterparts in the teaching of English, as 
well as in importing the rather ahistorical, 
new-fangled theories of social and literary 
criticism that are being spawned in some of 
the western academic circles, into India. He 
gently warn* our young academics against 
the “seductions of the radicalisms currently 
fashionable in some of the metropolitan 
universities’—seductions from which alas, 
many contributors in this volume are not 
quite free! References to, or quotations from 
Derrida, Foucault and their ilk seem to be 
obligatory in their writings. Central to 
Ahmad’s argument is the issue of assembling 
and professionalising ‘third world literature 1 
in the metropolitan universities, mainly in 
England and north America, followed by its 
reproduction in our universities and academic 
discourse—again through English. 

The unitary concept of ‘third worldism', 
by the very nature of its framework, mini¬ 
mises fundamental differences within parti¬ 
cular national formations, like those of class, 
or of gender formation, and absolutises in¬ 
stead the general difference between the first 
and third worlds. Instead of socialism, "a 
narrow nationalism can be the only insignia 
under which cultural production within the 
third world can take place or be concep¬ 
tualised!’ Ironically enough, although third 
world ideology is manifestly opposed to the 
cultural dominance of the west, third world 
lileraturc is disseminated among the dif¬ 
ferent linguistic communities of this world, 
through the western languages. Yet, “there 
is an equally great, or perhaps greater, ex¬ 
pansion in the literatures of the indigenous 
languages, not translated into the metro¬ 
politan ones. These do not belong to any 
unified archive..!’ The various literatures pro¬ 
duced in the different Indian languages can¬ 
not be encapsulated into a theoretically 
coherent category of ‘Indian literature’. In 
such a situation, Alynad suggests, the 
teaching of English literature in our univer¬ 
sities has to be submitted to the “more 
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- radHi and comparatist discipline of 
historical and cultural studies, and by con¬ 
necting the knowledge of that literature with 
literature of our own!’ 

Given the preponderant position of 
English language and literature, woven as_ 
ti.rv are into the very modalities of the 
educated Indian’s thought and culture, and 
their reinforcement by the production of 
English textbooks “conditioned by the nexus 
that exists between academia, publishers and 
state policies”, (as Urvashi Butaiia points out 
in ‘English Tbttbook, Indian Publisher’), one 
can well understand the predicament of 
those among the contributors who have tried 
to offer alternatives to the present system of 
English teaching. Even the most determined 
‘nationalist’ knows, in his/her heart of 
hearts, that at best such alternatives could 
come about only after a long, gruelling 


struggle that has to move beyond the con¬ 
fines of the universities into the socio¬ 
economic arena. 

As Svati Joshi, the editor of this volume 
suggests: “lf...we desire to offer a critique 
of colonialism or imperialism, as we must, 
it will have to be located not in an ideological 
position of our civilisational otherness, bu 
in the arena of struggle here, mcdiate< 
through, indeed conducted in, the critique 
of forms of centralisation, whether in the 
imperatives of the state or in the constitu¬ 
tion and reconstitution of cultural pro¬ 
cesses!’ In the development of such a criti¬ 
que, Lola Chatterji’s ‘THanka—which has 
brought out the present volume—has pro¬ 
vided a shot in the arm by bringing together 
some of the Calibans who are trying to 
demystify Prospero’s magic wand. 


tnent for wages. The awareness of their. 
objective conditions Was provided by the 
peasant and women’s wings of left panics, 
the CPI(ML) in one case and the RSP in the 
other case. 

It would be wrong to conclude that, 
widespread involvement of women in pea¬ 
sant movement occur only under conditions 
of economic backwardness. The author’s 
findings show left-led peasant movements 
have been unable to initiate new program¬ 
mes for involving women. This is especially 
true in the two developed villages where 
women workers perform different types of 
activities and are better off than before. The 
women's and peasant wings of the left par¬ 
ties have failed to unite women workers on 
a common platform. They have unfortunate¬ 
ly not been able to go beyond wage strug¬ 
gles. Issues such as preservation of self- 
respect, sexual discrimination, access to 
property, etc, which arc important to under¬ 
privileged women have been morfe or less 
ignored. 

The indifference of peasant organisations 
to women’s access to property can be seen 
from the implementation of Operation 
Barga. All sharecroppers in the four villages 
have been registered under Operation Barga ' 
thus giving them permanent tenancy rights 
and access to institutional 'facilities. 
However, the author notes that “in spite of 
the active role of women in agrarian strug¬ 
gles and the notion of inequality among the 
sexes adopted by the Left Front the tenures 
of landholding have been recorded in¬ 
variably in the name of male members of 
the household. Again the tenure of share- 
cropping is inherited by the male members 
mostly. Indeed, the widows and daughters 
of the diseased sharecroppers have been 
deprived of their dues. The institutional 
facilities given by the government too are 
received by the male members of the 
sharecroppers household” (p 128). One 
wonders why this issue was never taken up 
by any one of the ruling left parties in the 
stale? Moreover this partly explains why 
women have been indifferent to such refor¬ 
mative movements. 

The field data in this study is excellent. 
The author has painstakingly noted the 
details of women’s work participation, 
nature of, work relations, occupational 
categories, etc, which is possible only 
through intensive fieldwork. He has also 
skilfully reconstructed the Ifebhaga and 
Naxalite movements through the perception 
of women participants. The narrative ex¬ 
presses the emotions and the aspirations of 
these women in participating in the respec¬ 
tive movements. The fact that their self- 
respect was a very important issue come out 
clearly in the narratives. 

This study is a notable contribution 
towards understanding agrarian relations in 
West Bengal. At the same time the issues it 
raises and analyses givgs it a much wider 
range. It should be useful for anyone in¬ 
terested in agrarian studies as well as in 
gender issues. 


Rural Women Workers and Peasant 
Movements 

Sharit K Bhowinik 

Women in Peasant Movements: lebhaga and After by Debal K Singha Roy; 
Manohar Publications, New Delhi, 1992; pp 158, Rs 175. 


THIS book attempts to examine the 
response of rural women workers to various 
types of peasant movements. It is a study 
of four villages in West Bengal situated in 
different parts of the state and having dif¬ 
ferent characteristics. TWo of the villages are 
in the West Dinajpur district in north Bengal 
and. the others are in Midnapur and 
Hooghly districts in south Bengal. One 
village in north Bengal and one in Midnapur 
had witnessed major peasant movements, 
namely, the Ibbhaga movement of 1947 and 
the Naxalite movement of the late 1960s and 
early 1970s, respectively. The others were 
unaffected by any major peasant movement. 
A study of these diverse settings can provide 
interesting information on women’s involve¬ 
ment in collective action. In this context the 
author has ably brought out the salient 
features of each of the situations. 

The book is divided into si x chapters. The 
first three chapters constitute the back¬ 
ground and the latter three chapters deal 
with the fieldwork. The author defines pea¬ 
sant movements in terms of their broad ob¬ 
jectives, namely, “to bring about changes in 
the patterns of ownership, control and use 
of land, share of agricultural produce, wage 
structure, credit and institutional support 
system and in other aspects of socio¬ 
economic life that have subjugated them 
over a period of time" (p 22). These objec¬ 
tives are sought to be attained through 
radical movements which try to bring about 
structural changes in agrarian society or 
through reformative movements which are 
directed towards gradual change and within 
the institutional framework. The author’s 
findings show that radical movements such 
as Ifcbhaga and Naxalite are able to attract 
women workers into their fold because tjiey 
tend to oppose not only an exploitative set 
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ot relations but also an oppressive male- 
dominated society. On the other hand refor¬ 
mist movements such as Operation Barga 
have not been able to attract women. 

The above is one of the several interesting 
findings in this study. Another important 
finding is that the involvement of women in 
•agrarian movements decline with the 
development of the village economy. This is 
true even in cases which have had a back¬ 
ground of peasant struggles. Of the two 
villages in this category one had participated 
in the Ifebhaga movement and the other, in 
Hooghly, had been unaffected by any move¬ 
ment. Both villages had rapid economic 
development during the past few decades 
which led to improvement in the living con¬ 
ditions of all sections. The landholding 
structure did not change significantly and 
the upper castes controlled almost cultivable 
land in both villages. The scheduled castes 
and tribes constituted the bulk of the 
workers. Female participation in work 
among these sections was differentiated 
between agricultural and non-agricultural 
work. In both cases the response of women 
to strikes for wage increase was lukewarm. 

Qn the other hand in the other two 
villages which were backward the women 
were actively involved in agrarian and wage 
struggles in the present even though one of 
the villages did not have any background of 
intensive peasant movements. The land¬ 
holding pattern in these villages were more 
or less the same as in the other two villages, 
but most workers depended on agriculture 
for work. Hence they found common pro¬ 
blems in their working conditions. Women 
constituted more than half of the labour 
force and were more exploited as they were 
paid less for more work. In both villages 
women were in the forefront of any move- 
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B(K)KS IN BRIEF 


Agricultural Development of India by 

A R Padoshi; Himalaya, Bombay, 1991; pp 
138. Rs 150, 

THE title of this book is misleading. The 
book deals entirely with (he agricultural 
economy of Goa. The official data used in 
the book end with information tor 1986-87 
The author conducted a survey of 150 
agricultural households in October- 
November 1987, the results of which are also 
reported in the book 

Marketable and Marketed Surplus in 
Agrirulture by M Upender, Mittal, 
New Delhi, 1990; pp xvi + 192, Rs 175 
THIS book is based on a PhD dissertation 
presented to the Kakatiya University, 
Warangal. It is based on a study of 320 
farmers in Warangal district, who were 
surveyed in 1986-87 (the data refer to the 
agricultural year 1985-86), and secondary 
data from some market centres nr the same 
district. This is an attempt to study, inter 
alia, the relationship between the marketed 
surplus of paddy and the production of 
paddy by farmers who operate holdings of 
different sizes and the relationship between 
market arrivals and the price oI paddy 

The Bhangi—A fswreper ( a Mr. I In Socio- 
Economic PoriraitK by Shyamlal, Popular 
Prakashan, Uombav, 1992, pp uu f 190, 
Rs 200 

THIS book deals with certain aspects of 
social organisation among families of 
Jodhpur city belonging to the caste of 
sweepers and cleaners. The people of this 
caste arc at the bottom of the caste hierar¬ 
chy. The study is based, according to the 
author, "On depth interviews, case-studies 
and observation of 400 families” from 21 
settlements in the city. It is not clear from 
the author’s statement of method how 
representative his sample is. This field work 
was conducted between May and August 
1975. The book deals with aspects of caste 
organisation, marriage practices and family 
organisation among members of the caste. 

It also deals with occupations and incomes 
among people of the caste, as well as with 
religious practices among them, ft does not 
present detailed information on the practice 
of untouchability against members of the 
caste or on features of the oppression of 
people of the caste by upper castes. 

Social Forestry: A Step Towards En¬ 
vironmental Change by Pranab Kumar 
Bhattacharya; Khama, New Delhi 1990; 
PP x + 102, Rs 125 

THE objective of this book, according to the 
author, is to study the performance of the 
social forestry programme, its viability, its 
acceptance among the people and the im¬ 
plications of the large-scale planting of 
eucalyptus trees. The book is based on 
secondary data from official sources as well 
as on a primary study of 50 beneficiary and 


non-beneficiary households At the core of 
this book is a study of two administrative 
divisions of Haryana, Fatehabad and 
Ambaia. The data in the book relate to the 
period from 1982-83 through 1984-85. The 
book is basically supportive of the social 
forestry scheme and of the large-scale plan¬ 
ting of eucalyptus. (In the two divisions 
taken up for case study by the author, 84 per 
cent of the plants planted in 1982-83 in 
Fatehabad were eucalyptus plants; the cor¬ 
responding figure for Ambaia was 99 per 
cent). An important conclusion of the study 
is that "the programme has helped the rich 
farmers more than the small fanners". 

Indian Banks Ahmad by Rao, Ashish, 
New Delhi, 1991. pp xv 4- 158, Rs 150 
THIS book examines the performance of 
branches of Indian banks located in foreign 
countries, and compares it to the perfor¬ 
mance of international banks. The study is 
based on secondary material, discussions 
with bankers and primary data collected 
from branches of Indian banks abroad The 
author suggests that a reorganisation of 
banking operations is required to improve 
bank performance. 

Indian Banking: Grime and Security in 
Indian Banks by S K Ghosh; Ashish, 
New Delhi, 1991; pp xviii + 187, Rs 150. 
THIS book deals with crimes committed in 
banks, legal provisions to deal with these 
crimes and the method of investigation and 
prosecution. According to the author, there 
has been a steady increase in the incidence 
of crimes in banks, that include fraud and 
theft. Corruption in the banking system is 
also dealt with. The author provides specific 
suggestions for curbing bank crimes. 

Commercial Banking in the Planned 
Economy of India by C R Basu; Mittal, 
New Delhi, 1991; pp xvi + 424, Rs 375. 
THIS book examines the policies and opera¬ 
tions of banks in the pre-nationalisation and 
post-nationalisation phases. The author 
describes the new areas of activity that com¬ 
mercial banks entered into with the 
post-1968 development of 'mass’ banking or 
’social’ banking. Data on bank activities 
cover the period up to 1985. 

Cooperatm- Soeietiea and Rural Develop¬ 
ment by S K Dulta; Mittal, New Delhi, 1991; 
pp xii * 21)6, Rs 195 
THIS book deals with the working of 
co-operative societies at the village-level 
in Assam For this purpose, five Gasn 
Panchayat Samabaya Samitis in the sub¬ 
divisions of Dibrugarh, Tinsukia and Sadiya 
were selected and their performance for the 
years 1982-83 to 1986-87 was examined. This 
included profit-making and loss-incurring 
societies. The book emphasises the role of 
social and political factors in the function¬ 
ing of co-operatives. In the author's view, 
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there is a high level of politicisation among 
the co-operative leadership. 

Rural Credit in India by C S Rayudu; 
Mittal, New Delhi, 1991; pp xxii, Rs 350. 
THIS book attempts an evaluation of the 
co-operative credit system in rural Andhra 
Pradesh. It includes a pre-independence 
history of the co-operative movement. The 
role assigned to co- operative credit institu¬ 
tions in different plans (up to till Sixth Plan) 
is also examined. The study covers short¬ 
term and long-term co-operative credit. 

Co-operative Credit in Rural India by 
Pramod lata Jain; Mittal, New Delhi, 1990; 
pp 219, R.s 220. 

THIS book entails a study of co-operative 
credit in six districts of Uttar Pradesh, 
namely, Meerut, Muzaffarnagar, Buland- 
shahr, Saharan pur, Bijnor and Ghaziabad 
for the period 1975-77. The author examines 
the purposes (or uses) for which borrowers 
use co-operative credit. Some ways of 
recovering loan overdues are also outlined. 

I .'Affair*- BCCI: The Inside Story by 
V K Banker? 

THIS book is an easy-to-read account of the 
collapse of the Bank of Credit and Com¬ 
merce International (BCCI). The title, 
however, is misleading. The book describes 
the world-wide activities of BCCI and how 
the bank diverted funds from legal to illegal 
activities that included the purchase of 
nuclear weapons and drug-running. 

Exrellrnr*- Through People: The Can- 
hank Way by N D Prabhu; Konark, Delhi, 
1991; pp 193, Rs 150. 

In this book, the ex-Chairman and Manag¬ 
ing Director of theCanara Bank, shares his 
views on how to achieve excellence in bank¬ 
ing organisations. He outlines the principles 
involved in training and motivating bank 
workers that were put into practice at the 
Canara Bank. 

Nucleus of Cooperative Movement 
THIS is a report of the activities of the 
District Central Cooperative Banks in 
Maharashtra that was published to com¬ 
memorate the platinum jubilee of the 
Jalgaon District Central Cooperative Bank. 

Survey of Research on Fiscal Federalism 
in India by M Govind Rao and R J 
Chelliah. 

THIS monograph, as the title suggests, 
surveys the theoretical and empirical 
material on fiscal federalism in India. Fiscal 
federalism deals with the functioning of the 
public sector (and public finance) in a federal 
System. Different types of fiscal transfers 
from the centre to the states, and problems 
with these mechanisms are discussed. The 
authors also provide a useful agenda fur 
future research. 
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___ SPECIAL ARTICLES 

Rural Non-Farm Employment in India 

Issues and Policy 

Vibhooti Shukla 

This paper is a sequel to an earlier article, which introduced and implemented a regional model of rural non- 
agricultural activity for the districts of Maharashtra in a manner sensitive to the sector’s spatial and functional 
linkages with agriculture and urban activities. Regression analysis with versions of that model is performed to 
further examine specific issues and evaluate hypotheses in a policy-relevant framework. Four broad sets of ques¬ 
tions are selected for discussion here: (1) How strong are the linkages of the rural non-farm sector with agriculture 
and what is their predominant nature? (2) What is the character of the rural labour supply insofar as it relates 
to employment in this sector? (3) What are the salient demand-side features of the structure of rural non-farm 
industry? and (4) What forms of governmental interventions, if any, have had an impact on the size and share 
of this sector in the rural economy? 

Tentative policy implications of the exercises suggest the stimulating impact on this sector of a strong agricultural 
development strategy, promotion of rural non-agricultural enterprise in a manner which strengthens comparative 
advantage without creating inefficient locational distortions, and of public capital expenditures on road and ir¬ 
rigation projects. 


I 

Introduction 

THE rural non-farm sector in India has at¬ 
tracted attention 1 in recent >ears as perfor¬ 
ming an increasingly significant rural 
income augmentation function. A popular 
view, focusing upon the expansion of 
employment in non-farm activities, secs it 
as a residual or "sponge” sector fed by a 
secular pauperisation of the rural popula¬ 
tion, and would target it as the focus for 
rural anti-poverty programmes. Although 
such measures may well turn out to be war¬ 
ranted, it seems that a broader perspective 
than is usually apppealed to in this context 
might be brought to bear upon a component 
of the economy having undeniable func¬ 
tional links with its other counterparts. 
These links insure that not one but several 
different development policies are likely to 
impact it. 

The rural non-farm sector is expected to 
feature accordingly in sectoral policy debates 
regarding *immiserising’ agricultural growth 
and calls for the rapid diversification of rural 
economic activities away from agriculture, 
as well as in those relating to the conse¬ 
quences of the alleged ‘urban bias’, and the 
perceived need for industrial dispersal. More 
broadly, however, the sector can play a 
critical role in matters of economy-wide 
growth and distribution. It is now generally 
recognised that increased labour absorption 
in agricultural and allied pursuits cannot be 
expected to contribute significantly to pro¬ 
viding employment for the rapidly growing 
rural labour force. Equally, it is physically 
impossible that the structural transforma¬ 
tion which accompanies economic develop¬ 
ment will be articulated through massive 
movement to the cities. Whereas eventually 


the w idespread urbanisation of portions of 
picscntly rural areas is inevitable, the pro¬ 
cess is likely to take the intermediate form 
of substantial local labour absorption within 
the small urban and rural non-agricultural 
sectors. Clearlv, in view of the nature of its 
ties, the study of ihe rural non-farm sector 
is best undertaken in a multisectoral (rather 
than sector-specific) setting with an explicitly 
recognised spatial (rather than aspatial) 
dimension. 

We attempted, in an earlier paper, 2 to 
formulate an estimable model of rural non¬ 
farm employment that took account of these 
various intersectoral and interspatial rela¬ 
tionships. With the help of this we perform¬ 
ed a senes of exploratory regression analyses, 
using spatial and sectoral aggregates, of 
employment in various types of rural non- 
agricultural activity in the districts of 
Maharashtra, with a view to discovering its 
regional determinants. With 26 districts for 
which comparable comprehensive and 
reliable data arc available, Maharashtra pro¬ 
vides, in our opinion, a good setting for a 
regional study. There is sufficient variability 
as to levels and patterns of industrial and 
agricultural development, urbanisation and 
migration patterns, and the distribution of 
social and productive infrastructure. In 
many ways this reflects variability in 
economic conditions throughout India, 
making the Maharashtra case, wc hope, 
somewhat of a representative' one, with 
transferable implications to reg.ons in the 
rest of the country. 

The model and empirical methodology 
used are bneflv sketched in Section II 
Section III presents the main hypotheses am! 
summarises the preliminary results. Section 
IV conducts more detailed investigation 
of selected issues within the same 


framework, and Section V derives public 
policy implications from the exercise Section 
VI recapitulates and concludes 

II 

Empirical Model of Rural 
Non-farm Employment 

The model presented below is envisaged 
as a rough framework within which some of 
the questions raised above can be analytical¬ 
ly set and empirically explored. While im¬ 
plemented in a positive spirit in the earlier 
paper, its application in this one is somewhat 
more normalively oriented towards policy 
issues. 

The level of rural non-farm employment, 
N, is determined jointly by ND, the demand 
for and NS, the supply of such labour to that 
sector. On the supply side, labour availability 
characteristics such as rates of overall labour 
lorce participation, age and educational 
distribution of the rural population, or rates 
of inmigration to and outmigration from the 
rural area will serve to determine the size of 
the labour pool available for employment iq 
ihe non-farm sectoi lor instance, inmigra- 
tion may augment, and outmigration, 
deplete, this pool. 

Demand for labour in non farm activities 
comes from enterprises (own-account Of 
establishment) and is both derived from the 
demand, YD, (local and urban) for the out¬ 
put of this sector, as well as conditioned by 
(actors (inputs, costs, the productive environ¬ 
ment) governing its production and supply, 
iS. local demand for the output of non- 
tarm activity is articulated through rural 
consumption linkages, depending largely 
upon agricultural income and its distribu¬ 
tion; regional urban area? may provide either 
markets or competition for this output. 
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depending in many coses, on the nature of 
the product. 

Non-farm production processes utilise 
purchased and non-purchased inputs: local 
availability and use of agricultural raw 
material will reflect the strength of produc¬ 
tion linkages with that sector. Supply of the 
product of non-farm industry will also 
depend upon physical or financial capital 
available to that sector, which, given the 
capital’s substitutability or complementarity 
with labour will likewise affect labour de¬ 
mand. Availability of non^purchased or sub¬ 
sidised inputs in the form of infrastructure 
or government developmental assistance 
might also presumably constitute a positive 
(labour) demand-side influence on rural 
non-farm employment, as might the opera¬ 
tion of productivity-enhancing external 
economies of scale due to the spatial 
agglomeration of population or economic 
activity within regions. 

THE MODEL 


Rural non-farm employment: 

N - f(N s (.). N D (.)) . (1) 

Labour supply to non-farm sector: 

H* - g(L, M) (2) 

Demand for rural nonfarm labour: 

N D « h(Y D (.), Y s (.)) . . .(3) 

Demand for rural industry output: 

Y° « j(C, U) ...<4) 

Supply of rural industry output: 

Y* . k(R(.), S(.). A) (5) 

Raw material input in rural industry: 

R-I(P) ..(«) 

Other inputs in non-farm enterprise: 

S=m(I, K, B, G) ...<7) 


Exogenous Variables 

C rural consumption of output of non-farm 
activity 

P agricultural product used as input in non- 
farm activity 

L regional labour availability level 
M labour flows into and out of rural areas 
U urbanisation characteristics of region 
A regional agglomeration characteristics 
I level of rural infrastructure 
K measure of physical capital used in rural 
non-farm activity 

B credit availability to rural non-agricult ural 
enterprise 

G incidence of government policy affecting 
non-farm employment 

Estimating Equations 

(8) Dependent Variable: 1971 Rural Share, 
Incidence or Density of N 

N = b 0 + b, C + bj P + b, L + b 4 M 
+ b, U + b 6 A + b, I + b. K + b 9 
B + b 10 G 

(9) Dependent Variable: Growth Rate of N, 
1971-81 

g*N = b 0 + b, (grL) + b 2 (grL) + b, M 
+ b 4 (grU) + b, (grl) + b* (grG) 
The 7-equation structural model above 
may be reduced in linear form to yield the 
v single equation (8), amenable to estimation 
v by ordinary least squares.’ Similarly, a 
‘dynamic’ exercise can be performed with the 



help of linear regression on cross-sectional 
variations in date with the relevant depen¬ 
dent and independent variables cast in t|]p 
form of decadal growth rates. 4 The static 
equation (8) is accordingly modified to (9). 
Also, some explanatory variables are drop¬ 
ped to sharpen the focus on key labour 
market and policy questions. 

The first three explanatory variables in 
equation (9) all pertain to the regional labour 
market. (grLw) denotes growth in overall 
rural labour force participation and (grLc) 
proxies changes in the composition of the 
agricultural workforce as between labourers 
and cultivators. M, as before, is expected to 
capture changes in aggregate rural district 
population due to (male) inmigration or out¬ 
migration. (grU) attempts to trace the in¬ 
fluence of changes either in overall per cent 
urban district population or growth rates of 
towns in its constituent size classes, where 
care has been taken to preserve the members 
of each size class as classified in 1971. The 
change in rural infrastructure has been pro- 
xied by per capita rates of state government 
(developmental) investment expenditures 
incurred during the period, while changes 
in rates of zilla parishad spending approx¬ 
imate public assistance at that level.’ 

Ill 

Summary of Results of Earlier 
Estimations 

As a point of departure for the more 
detailed investigations proposed in This 
paper, we summarise—variable by variable— 
the broad hypotheses and principal results 
from the preliminary results of the exercises 
reported in our earlier article: 

Consumption 

This variable, in principle, is presumed to 
capture the effects of local consumption 
linkagn on the demand for the product of 
non-farm activity, and thence upon ag¬ 
gregate employment in that sector. With net 
sown area per agricultural worker (ha) as the 
proxy for average rural farm income—and 
consumption—the coefficient for the 
variable is positive and significant—and of 
consistently high magnitude, implying strong 
spatial consumption linkages between the 
agricultural and non-agricultural rural 
subsectors. 

Production 

By contrast, the local input linkages of 
agriculture with non-farm employment are 
sought to be investigated with this variable. 
What is being tested is the hypothesised im¬ 
portance of agroprocessing in manufactur¬ 
ing, or of trade in agricultural commodities 
in generating employment off the farm. In 
the aggregate, the performance of the 
measure, output value of major crops per 
hectare net sown area seems mixed, with the 
effects showing up significantly in increas¬ 
ed non-farm employment density, but not 
in share. 


Labour 

The purpose of this conceptual categor 
is to capture the effects of labour supply o 
availability, and ultimately shed light on th 
validity of the ‘labour push’ argument it 
explaining regional non-farm employment 
At first, only a comprehensive measure, th* 
labour force participation rate—for (hi 
district at large—is used to measure genera 
labour availability and its influence on th* 
share, incidence and density of rural non 
farm employment. Since the coefficient oi 
this variable in the share or incidence regres¬ 
sions is not significant, the conjecture i* 
unresolved at this stage, but we shall returr 
to the issue. 

Migration 

It was desired to focus, in addition, or 
another component of labour supply to i 
region, viz, inmigration, and investigate (hi 
extent to which outmigration and non-fartr 
employment were competing options for the 
(male) rural population. Somewhat to out 
surprise, we found that the inmigratior 
variable showed consistently positive anc 
highly significant effects, on the share ol 
non-farm in total rural employment. Thi 
success of this variable—percentage of rura 
population not born locally—leads one tc 
speculate that labour inflows to a rural ares 
are directly ‘or indirectly involved ‘in non- 
agricultural activity. 

Urbanisation 

The influence of urbanisation may entet 
in two ways: firstly, through the non-farm 
‘supply side’, in providing location and pro¬ 
ductive support to rural employment off the 
farm. In a few cases, non-farm employees 
enumerated in rural areas may physically 
commute to workplaces in nearby towns. Wc 
found that the share of small towns in 
district urban population acts favourably 
upon the magnitude and share of rural non¬ 
farm employment, suggesting at least a 
limited rural-urban complementarity. 
Another avenue of the urban sector’s in¬ 
fluence on the non-farm subsector is through 
the demand for theproduct of non-farm ac¬ 
tivity: depending upon the nature of the ur¬ 
ban place hierarchy and extent of the spatial 
integration of markets, small towns or large 
cities may provide either marketing oppor¬ 
tunities or price/product competition for 
rural non-agricultural ‘exports’. We will pur¬ 
sue this ouestion further in section IV, 
Agglomeration 

This spatial influence, seeking to capture 
external scale economies, is hypothesised as 
operating largely on the production side in 
manufacturing activities. It is hypothesised 
that benefits from regional industrialisation 
at large confer broad localisation benefits 
on similar activity in rural areas, as greater 
ease of technology transfer, input availabili¬ 
ty, and business sophistication make all 
employed resources more productive, thus 
creating a derived demand for labour in non¬ 
farm activity. The hypothesis is strongly and 
consistently borne out, udtere the agglomera¬ 
tion proxy used is the incidence of overall 
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district employment in factories. Ap¬ 
propriately different proxies will be utilised 
for studying the influence on the manufac¬ 
turing subsectors in the analysis that follows 
shortly. 

Infrastructure 

Like agglomeration effects, rural in¬ 
frastructure is a hypothesised regional in¬ 
fluence upon the magnitude of non-farm 
employment that is presumed to operate 
through the production or product supply 
side. Our first choice as a proxy for this 
variable was the village electrification rate, 
as an instance of a productive infrastructural 
input Somewhat unexpectedly, this variable 
was observed to impinge negatively upon 
non-farm employment share and incidence, 
leading to the speculation that infrastruc¬ 
tural investment in rural areas often serves 
to enhance agriculture's position vis-a-vis the 
former. That it shows up with a positive— 
and significant—coefficient in respect of the 
non-farm employment density regression, 
demonstrates, however, that it is far from 
counterproductive to the rural non-farm 
component. 

Physical Capital 

This category was not altogether satisfac¬ 
tory in terms of data availability, as data on 
private capital emplaned in rural non-farm 
activity are virtually non-existent. Census 
data on physical buildings were therefore 
used as regional proxies, but even so, infor¬ 
mation on worksite area or structural quality 
are lacking. In the earlier regressions, the 
hypothesis that the ihare of rural census 
residences that doubled as shops or 
workshops would be an indicator of the 
capacity of the household sector in par 
ticular to generate aggregate non-agricultural 
employment was strongly supported in all 
cases. 

Credit 

This is a potentially powerful explanatory 
variable, that should, in principle, permit 
discussion of the development and employ¬ 
ment effects of credit. Unfortunately, most 
of the commercial bank interventions in 
rural credit took place during the 70s, and 
were therefore not coterminous with the 
period of the dependent variable. Thus, only 
co-operative credit for non-agricultural pur¬ 
poses is utilised here as a proxy, although 
there is some question as to w hether it is not 
ultimately farm-related. The coefficient turns 
out to be negative—though insignificant— 
for share and incidence, and mildly 
positive—and insignificant—for density, 
somewhat corroborating this contention. We 
will elaborate on this below. ’ 

Government Policy 

The purpose of this category is to enable 
investigation of the effects of government 
policy, whether through broad developmen¬ 
tal expenditure, selection for subsidisation 
or other preferential treatment. District com¬ 
munity development expenditure, as it hap? 
pens, representing a measurement of the 
government’s commitment in assisting the 
rural region, featured a consistently positive 


but non-significant coefficient in the earlier 
regressions. We will return to the effects of 
government expenditure on the growth of 
rural non-farm employment in the dynamic 
analysis reported in Section IV. 

In the present paper also, regressions (8) 
and (9) will be used to further explore some 
of the questions that the previous analysis 
has raised. However, we attempt to be more 
specific here in experimenting with variants 
of the explanatory variables which relate ex¬ 
plicitly to issues that have bearing on policy. 
The next section reports the outcomes of 
these new regressions. Section V will then 
summarise their broad policy implications. 

IV 

Exploration of Selected Non-farm 
Issues 

in this section, we further pursue explora¬ 
tions in respect of specific hypotheses and 
issues using limited regressions more tailor- 
made to addressing specific questions. While 
the paradigmatic framework of the earlier 
sections is maintained, the discussion is 
sought to be made more directly policy- 
related. Often, due to multicollinearity bet¬ 
ween independent variables, or to focus 
detailed attention on particular deter¬ 
minants, we will attempt modified specifica¬ 
tions with only a subset of the former. A list 
of data sources appears in the note, and 
definitions of specific variables used in a 
particular exercise arc appended to each 
table reporting the relevant results. 

Four broad questions are taken up for 
discussion in this section: (1) How strong are 
the linkages of the non-tarm sector with 
agriculture and what is Aieir predominant 
nature? (2) What is the character of the rural 
labour market insofar as it relates to non¬ 
farm employment? (3) What are salient 
features of the structure of non-farm 
industry? and (4) What forms of govern¬ 
mental interventions, if any, have had an im¬ 
pact on the size and share of this sector in 
the rural economy? 

Agricultural Linkages 

We first investigate the agricultural and 
labour market linkages of the rural non-farm 
sector, using only consumption, production, 
migration and labour force variables. The 
truncated specification emphasises the four 
explanatory variables of importance in the 
present instance, while minimising the 
possibility of multicollinearity as far as 
possible The hypothesis, staled earlier and 
partially borne out by the full regressions, 
is that local agricultural linkages matter in 
explaining and fostering rural non-farm 
employment, presumably acting through 
spatial interactions. To focus on their precise 
nature and relative importance, we explore 
the effects of alternative consumption and 
agricultural production proxies on aggregate 
rural non-farm employment in Ifcbles la and 
b. It is sought to infer from the overall 
relative contributions of the hypothesised 
consumption and production effects from 


the income and output variables respectively. 

Tible la presents the results controlling for 
the effects of regional labour force part icipa¬ 
tion and changes in the rural population (the 
latter suspected to play a role in agricultural ’ 
production in a manner to be discussed 
below) through alternative specifications for » 
the migration variable. Net sown area per- 
agricultural worker (hectares) is the con¬ 
sumption variable, Cl, serving as a rough- 
measure of the average rural purchasing ' 
power generated by regional agriculture..: 
Aggregate agricultural output is represented, 
by PI, the value of output of the region’s- 
major crops per hectare of net sown area. 
Statistically significant agricultural con¬ 
sumption and production linkage arc in 
evidence quite consistent across migration 
specifications. Across all six specifications, 
the average value of the estimated coefficient 
on Cl is 2.992, that on PI being 0.006. 
Multiplied by their respective sample means, 
this implies for consumption an effect on 
rural non-farm employment share that is 
almost twice in magnitude than that of 
production. 

Further, we are interested in substituting 
specific for overall consumption and produc¬ 
tion proxies to analyse their compositional 
effects. Accordingly, Tkble lb reports the 
signs and significance of coefficients on 
selected appropriate indicators. It appears 
that the smaller the average size of opera¬ 
tional farmholdings, the greater the non¬ 
farm employment effects. Distributional 
consumption effects arc also sought to be 
captured through land size group shares. A 
U-shaped relationship is in evidence with 
regard to the distribution of landholdings: 
the greater the share of the smallest and 
largest of the size classes in total number of 
and area under operational holdings, the 
more the proportion of rural employment 
in non-agricultural activities, pointing to 
heterogeneous rural consumption patterns. 
A dominance of foodcrops in the agri¬ 
cultural output of a district (as inferred from 
the region’s cropping pattern) boosts the 
share of non-facm employment, with cereals, 
pulses and oilseed contnbuting to it, but 
sugarcrops detracting from it. High food- 
crops yields, similarly, augment non-farm 
employment, whereas areas with high sugar-., 
cane yields feature less of it. With regard to 
inputs, utilisation of fertilisers and 
agricultural credit in general help non-farot 
employment, while the usage of tractors 
seems to inhibit it. Non-farm employment's 
share is high where gross irrigated area as 
percentage of cropped area it high, but 
intensity of pumpsets and tubewells is 
negatively related to it. 

The general impression is that the 
backward—or input—linkages of agri¬ 
culture with the non-farm sector are weak, 
and that networks servicing agricultural pro¬ 
duction tend to bypass, by and targe, the 
local labour force. 

We note in Table la the differential results 
arrived at through using alternative migra¬ 
tion specifications to motivate a picture of 
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Table l: Agricultural Income, Output and Facto* Linkages of Rural Non-Farm Employment 


(Is): Effect* of Alternative Migration Specification 


w*»25 

Independent Variable 

Means 

Ma 

14.25 

Mb 

14.26 

Me 

14.26 

Md 

14.26 

Me 

14.26 

Mf 

14.26 

C « Cl (consumption) 

3.61 

3.3106*** 

2.5757*** 

3.7496*** 

2.8856*** 

2.5390** 

2.9072*** 



(4.500) 

(2.908) 

(5.008) 

(3.471) 

(2.607) 

(3-109) 

P = PI (production) 

974.64 

0.0064*** 

0.0071 •*• 

0.0050*** 

0.0040** 

0.0068*** 

0.0069*** 



(4.585) 

(4.061) 

(3.553) 

(2.0787) 

(3.5937) 

(3.875) 

L (labour) 

36.80 

1.0174*** 

0.7417** 

0.9626*** 

0.5375* 

0.5283 

0.5695 



(3.511) 

(2.126) 

(3.484) 

(1-736) 

(1.436) 

(1.677) 

M (migration) $ 8.i.v,d,e.f 

(55) 

0.8486*** 

0.6293* 

1.6082*** 

0.1791*** 

-0.0803 

-0.1851* 



(4.108) 

d-873) 

(4.351) 

(2.747) 

(-0.460) 

(-1.700) 

Constant 

1.00 

-49.5306*** 

-34.0539* 

-42.9077*** 

-23.3456 

-20.1182 

-23.5208 



(-13.492) 

(-2.010) 

(-3.282) 

(-1.617) 

(-1.170) 

l- 1-483) 

R-Squared 


0.6853 

0 5064 

0.7019 

0.5787 

0.4259 

0.4931 


Notts', (figures in parentheses are l values). $ Migration variables and gg (means):- Ma = Kate of mmigration (9.6 per cent); Mb » Within-sUte* 
inmigration rate (7.5 per cent); Me = Out-of-state* rate (2.1 per cent); Md = Nonstate/total inmigrants (19.9 per cent); Me = Rate of 
outmigration (11.5 per cent); Mf = Rale of net outmigration (1.9 per cent). 

*** = I per cent; - 5 per cent; * - 10 per cent significance levels in a two-tailed test 

Dependent variable: N = Share of non-farm in total rural employment (per cent); L = Rate of labour force participation for district (per cent) 


(lb): Effects of Alternative Consumption and Agricultural 1’rodurtion Proxies 




Co¬ 

efficient 

Sign 

* - Signi¬ 
ficance 
at (0-10) 
per cent 

Consumption 



Cl 

Net sown area per agricultural worker, hectares 

4 

• 

C2 

Average size of operational holdings, hectares 

— 

• 

C3 

Share of size group 5-20 ha in total operational holdings 




(per cent) 

— 

• 

C4 

Share of size group 204 ha in total operational holdings 




(per cent) 

4 


C5 

Share of size group 5-20 ha in total operated area (per cent) 

— 

• 

C6 

Share of size group 20+ ha in total operated area (per cent) 

+ 


C7 

Commercial bank deposit per capita for district (Rs) 

4- 

• 

C8 

Average deposit per member, agricultural credit and multipur- 




pose societies ('000 Rs) 

4 


C9 

Average deposit per member, non-agricultural credit and 




multipurpose societies ('000 Rs) 

4 

• 

Production 



PI 

Value of output of major crops per hectare of net sown area 




(Rs) 

4 

• 

P2 

Value of output of major crops per capita (Rs) 

— 


P3 

Ratio of area under total foodcrops to net sown area (p<r cent) 

4 

• 

P4 

Ratio of area under sugar crops to total net sown area 




(per cent) 

— 


P5 

Ratio of area under total oilseeds to total area under crops 




(per cent) 


• 

P6 

Ratio of area under total fiber crops lo total net sown area 




(per cent) 

— 


P7 

Ratio of area under all non-food crops to total area under crops 




(per cent) 

-- 


P8 

Average yield of all cereals (kg/ha) 

4 


P9 

Average yield of all cereals and pulses (kg/ha) 

4 

• 

PI0 

Average yield of sugarcane (kg/ha) 

— 

• 

Pll 

Average yield of cotton (kg/ha) 

4 


PI2 

Gross irrigated area as percentage of gross cropped area 




(per cent) 

4 

• 

P13 

No of irrigation pumpsets and tubewells energised per 1000 ha 




net sown area (’000) 

— 

• 

P14 

Number of tractors per 100 hectares of net sown area (No) 

_ 


PI 5 

Consumption of MPK fertilisers per hectare of gross cropped 




area(kg/ha) 

4 


PI6 

Per hectare commercial bank credit for agriculture (Rs) 

4 


PI7 

Per capita commercial bank credit for agriculture (Rs) 

4 


P18 

Average borrowing per member, agricultural credit societies 



! - ■ 

C000 Rs) 

- 

• 


the role of inter regional labour flows in rural 
labour markets. This experimentation was 
based upon the premise that migration and 
occupational choice are part and parcel of 
the same household labour supply decision, 
and that agricultural prosperity, input usage 
or crop patterns all had possible bearing 
upon migration’s role in substituting for or 
contributing to labour allocation to.the rural 
non-farm sector. 

Somewhat to our surprise, rates of rural 
inmigration, not outmigration, showed the 
greatest affinity with non-farm employment 
share. Coefficients on the rates of rural 
inmigration (total, from within state and out 
of state) arc found to be positive and signifi¬ 
cant, with a strong additional indication that 
non-farm employment is associated with a 
higher share of out-of-state in total (male) 
inmigrants. The negative sign on net out¬ 
migration rates is attributable to the 
dominant—and positive—influence of in¬ 
migration. The results would-seem to argue 
either that migrant agricultural workers are 
replacing locals who have gone over to more 
remunerative work in the non-farm sector, 
or that non-farm employees are themselves 
migrants. The argument points to the 
possibility of segmented markets, which is 
explicitly investigated below. 

Rural Labour Markets 

Our method in addressing the question of 
possible segmentation is to hypothesise dif¬ 
ferent effects of the same set of variables as 
used in (1) above on identffiably different 
segments of the rural workforce Thble 2 in¬ 
vestigates first, male-female differences in 
labour supply to three components of the 
rural non-farm sector, viz, household 
manufacturing and non-household manu¬ 
facturing and trade; The dependent variables 
are share of non-household industry 
employment (in NICs 2 and 3, 6 and 8) in 
total rural employment by main workers, 
and the share of household industry workers 
in total NIC 2 and 3 workers. In addition, 
non-household industry employment is 
decomposed into shares of its four consti¬ 
tuent categories, viz, employers, employees. 


mo 
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Single and family workers. The regressions 
for the proportion of rural workers in ag¬ 
gregate non-household industry omit the 
share of cultivators in total rural workers as 
an explanatory variable for econometric 
reasons, and the ‘female’ regressions omit 
male inmigration rates. 

Rural labour force participation variables, 
for total persons and by gender, are used to 
examine whether non-farm activity draws' 
additional workers into the labour force, or 
merely reallocates them from other labour 
market activities. It is seen that the share of 
household in manufacturing industry 
employment is positively associated with 
increases in labour force participation for 
males, but negatively for females. By con¬ 
trast, work as employees in non-household 
manufacturing industry for females rises 
with increases in their rate of workforce par¬ 
ticipation, whereas, for males, it falls. 
Whether the increased labour force par¬ 
ticipation is due to high remuneration or to 
low reservation wages for these workers is 
moot, and can be verified only in the 
presence of wage data, but it is clear that 
male-female work preferences and/or oppor¬ 
tunities differ as between segments of the 
non-farm sector. 

The positive association of a high share 
of farm labourers in total agricultural 
workers with rural household non-farm 


manufacturing shares may mean it is likely 
that farm labourers and non-farm workers 
share the same labour pool for this segment. 
This also seems to be the case for single 
workers, especially males, in non-household 
industry; for employees, however, the rela¬ 
tionship is negative. By the same token, the 
positive relationship observed between the 
share of cultivators in the rural workforce 
and the share of the family worker group in 
non-household industry employment might 
suggest that those labour markets arc inter¬ 
connected. In consonance with earlier 
results, (male) inmigration is seen to be 
strongly and positively associated with 
overall non-household and employee 
categories, and conversely, negatively with 
household or single worker jobs. 

In additional (unreported) regression 
exercises bearing upon the labour market 
aspects of rural non-farm activity, we also 
investigated the effect of the age and educa¬ 
tional composition of the rural labour pool 
on regional occupational profiles, and the 
characteristics of secondary workers 
employed in non-household manufacturing. 
Main points of ihe results obtained are as 
under: Rural professional, technical, ad¬ 
ministrative and executive workers appear to 
draw from a pool of middle-aged college 
graduates; clerical and sales workers lend to 
be younger, with education up to the secon¬ 


dary school level. Production worker* are 
even younger, and are drawn from among 
the genera] pool of literates, while service 
workers span diverse educational levels. 

The incidence of secondary employment 
in non-household manufacturing among 
main workers in other categories is quite low, 
and tends to occur among cultivators and 
agricultural labourers where labour force 
participation rates are high. The share of 
non-workers in total rural population it-' 
naturally in inverse relation to labour force/ 
participation rates, but also negatively,; 
associated with the share of labourers in 
agricultural workers and inmigration; it’ 
varies positively—as expected—with the 
share of the very young, old and women in 
the population. 

Structure of Rural Industry 

Labour market segmentation, if a valid 
picture of reality, must have a counterpart 
in structural differentiation among firms 
within rural industry, "fable 3 probes a possi¬ 
ble rural manufacturing hierarchy through 
an exploration of regional influences upon 
the distribution of manufacturing employ¬ 
ment between its household and non¬ 
household sub-sectors, and between establish¬ 
ments using and not using fuel or power. For 
the purpose at hand, we choose to focus 
upon regional influences comprehended In 
the U, A, I and K variable classes. In par- 


Tmiii 2 Msit-FtMAii Labour Suppiy Dim rinc is in Houm-houj and NoN-HoustHOLD Industry by Empidimi ni C at i gory 


Persons 


N23H p 

NNHW 

NoNH 

NcNH 

NsNH , 

NfNH p 


Means 

(59 49) 

(II .33) 

(3.60) 

(59.69) 

(28.22) 

(8.39) 

lFPR p 

39.0t) 

1 2303 

0 0124 

0.1298 

0.2544 

- 0.0550 

-0.1558 

PW cent CULT p 

46 4S 

09911 


0.0838 

-0.3586 

0.3034 

-0.0086 

LAB/AGR p 

45 28 

1.0006 

01272*** 

0.0810 

-0.5232* 

0.4726 

-0.0245* 

M1GR 

9 62 

3.1337*** 

0 6970*** 

0.0403 

1.2512*** 

0.9847*** 

-0.2188 

Constant 


49 7638 

10.8622*** 

1.4981 

78 0667* 

0 0481*** 

18.0865 

R- Squared 


0 6034 

0 7991 

0.2282 

0 7544 

0 7245 

0.3237 

Mates 


N23H„, 

NNHW 

NoNH 

NcNH 

NrNH 

NfMH m 


Means 

(57 68) 

(14 93) 

(3 80) 

(60 27) 

(28 28) 

(7.69) 

LFPR m 

52.66 

1 9579 

0 0147 

- 0.1529 

0 1972 

0.0913 

0.2560* 

Per cent CULT 1 " 

50.80 

1.0051 


0 0768 

0 5103 

0 2008 

0.2312* 

LAB/AGR 1 " 

37.28 

0 9676 

0 1905*** 

0.0701 

0.5751*** 

0.4311* 

0.0755 

MIGR m 

9 62 

-2 8321** 

0.9.323* ** 

-0.0599 

11465*** 

10152*** 

-0.0755 

Constant 


105.3053 

13 8364 

5 9051 

106.9861*** 

6.9703 

-19.6259 

R-Squared 


0.5930 

0 7872 

0.1732 

0.7642 

0 7225 

0.4093 

Females 


M23H, 

NMHW ( 

NoNH, 

NeNH, 

NrNH, 

NfNH, 


Means 

(77.27) 

(3.54) 

(2.06) 

(52 90) 

(29.22) 

(15.82) 

LFPR' 

, 24.91 

-0.6040 

0.0211 

-0.0941** 

0 5336 

-01324 

0.3155* 

Per cent CULT' 

35.95 

- 1.2481 


0.0489 

-1 4710 

0 9692 

0.4493 

LAB/AGR' 

61.61 

-1.0327 

■ 0.0386*** 

0.0490 

1.4228 

1.0055 

0.3688 

C onstant 


200.8139 

6.4458*** 

-0.2750 

180.1498 

-64.277 

15.1911 

R Squared , 


0.0777 

0.3004 

0.2452 

0 2664 

0.1646 

0.2370 


Vote: Subscript p - persons; m = males; f * females. 

Per ceni of non-household industry workers who are: employers-NoNH; employees— NeNH, single workers—NsNH; family workers—NfNH. 
N23H—Per cent share of household industry workers in total NIC 2 and 3 workers. 

NNHW—Per cent share of non-household industry (NICs 2 and 3, 6 and 8) workers in total rural main workers. 

LFPR— Rate of (rurei) labour force participation (per cent). 

Per cent CULT—Cultivators as percentage of total rural workers by main activity. 

LAB/AGR—Agricultural labourers as percentage of total agricultural workers. 

M1GR—Rate of (male) inmigration to rural district (per cent). 
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ticular, the effects of urbanisation, industrial 
agglomeration and, to an extent, rural in¬ 
frastructure, a.? experimented with using 
alternative proxies. More detailed analysis 
of the effects of infrastructure js taken up 
later. 

Dependent variables are share of 
household in total NIC 2 and 3 employment, 
and the shares of workers in establishments 
using fuel/power in household and non 
household manufacturing respectively. Coef¬ 
ficients in the regression having as depen¬ 
dent variable the share of household workers 
in total NIC 2 and 3 employment (reported) 
are exactly equal in magnitude and opposite 
in sign to (unreported) coefficients for the 
share of non-household workers in that 
category. The same is the case with the coef¬ 
ficients for the regressions reporting employ¬ 
ment shares of fuel/power-using units ver¬ 
sus non-using units in household and non¬ 
household manufacturing and repair. 

Overall urbanisation is positively 
(negatively) associated with household (non¬ 
household) manufacturing employment 
shares, and strongly so with the employment 
share of non-fuel/power-using establish¬ 
ments within household industry. Broad 
localisation economies, on the other hand, 
tend to favour non-household industry, and 
employment in household units using 
fuel/power. Likewise, composite infrastruc¬ 
ture differentially favours non-household in¬ 
dustry, especially in its fuel-using compo¬ 
nent. Not surprisingly, joint workshop- 
residences are inversely related to jobs in 
both household and non-household units 
with fuel or power but positively associated 
with overall household employment. 

Effects on regressions run with alternative 
urbanisation and infrastructure proxies are 
presented in the lower panel. Higher urban 
growth rates boosted the employment share 
of the household component of rural in¬ 
dustry, and conversely, seem to have 
diminished the importance of its non¬ 
household component. Urban population 
concentrated in large cities favours the non¬ 
fuel using household sub-sector, while a high 
share of small towns in urban population is 
associated with non-household manufactur 
ing and the fuel-using component household 
industry. As expected, electricity and roads 
favour the non-household component of 
manufacturing industry, with electricity in 
particular clearly favouring the power-using 
sub-component of the latter. Composite in¬ 
frastructure mvestments—both productive 
and social—(and village panchayat expen¬ 
diture) seemingly bias employment creation 
in favour of a greater non-household share 
in manufacturing jobs. 

Thble 4 looks more closely at the question 
of whether regional urbanisation and/or in¬ 
dustrial agglomeration help or hinder the 
incidence of non-farm industry in rural 
areas. We attempt to investigate the effects 
of urbanisation and agglomeration on sire 
■hares of employment in registered and 
unregistered non-household NIC-2 and 3 
units, as well as in establishments in the 




trade, etc, and business services categories. 
Again, truncated regressions featuring only 
the urbanisation, agglomeration, infrastruc¬ 
ture and physical capital variables are 
estimated, with only coefficient signs and in¬ 
dications of significance reported. The U + 
and A-t- specifications exhibit the urbanisa¬ 
tion or agglomeration variable that showed 
a positive relationship with the independent 
variable when t hat variable was used in place 
of U2 or A7 (in Thble 4B and 4C) with the 
others. 

Results may be interpreted as follows: 
Employment in registered non-household 
NIC 2 and 3 (manufacturing, etc,) units is 
negatively associated with overall regional 


urbanisation levels in its smallest and two 
largest size classes, but positively for 
establishments of employment size 20-99 
workers. A high share of district urban 
population in medium-sized towns favours 
the smaller of such units, while a high share 
of urban population in small towns favours 
the larger of such units. Presumably, genuine 
demand linkages (and/or the absence of 
competition to rural uniu from small towns) 
may be reflected in the former circumstance, 
and physical location and/or government 
dispersal policy efforts in the latter. Localisa¬ 
tion benefits, as captured by the effect of 
district factory employment, ate, expected¬ 
ly, in evidence for the largest of the registered 


Table 3: Regional Influences on Employment in Household and Non-Household NIC 2 
and 3 Units Using Fuel/Power 


n - 25 

Independent Variable Means: 

N23H 

59.59 

N2HFP 

19.25 

N2MFP 

70.92 

U (urbamsalion) 20.23 

0.2885 

-0.1843** 

0.3103 


(0.924) 

(-2.506) 

(0.893) 

A (agglomeration) 862.76 

-0.0117*** 

0.0027*** 

-0.0003 


(-3.601) 

(3.549) 

(-0.088) 

1 (infrastructure) 4.33 

-2.6806** 

-0.2884 

2.9362* 


(-2.061) 

(-0.942) 

(2.029) 

K (phys. capital) 2.92 

1.9350 

-1.4184** * 

-6.0172*** 


(1.488) 

(-4.633) 

(-4.158) 

Constant 

69.6794* •• 

26.0358*** 

69.7663* ** 


(8.224) 

<13.054) 

(7.402) 

R-Squared 

0.6005 

0.6786 

0.5380 

Alternative Urbanisation Proxies (used with A, 1, K as above) 

U! = District urban population density 0.0017 

-0.00005 

-0.0002 

U3-Average urban population per town 

0.0002 

-0.0001* 

0.00009 

U4-Growth rate of urban population, 1961-71 

1.1039** 

-0.0607 

0.2706 

U5-Urban population share of large(/) cities 
(per cent) 

0.0194 

-0.0461* 

0.0172 

U6 = Urban Population share of medium(//) towns 
(per cent) 

0.1642 

0.0127 

0.0350 

U7 = Urban population share of small(///) towns 
(per cent) 

-0.3393** 

0.0860** 

-0.1036 

Alternative Infrastructure Proxies (used with U, A, 

11 = Per cent of villages with electricity 

K as above) 

-0.5523** 

0.0753 

0.6686** 

12 = Per cent of villages wittth ‘Pucca’ road 
approach 

-0.8883** 

0.1111 

-0.0723 

13 = Per cent ol villages with Post and Telegraph 
facility 

0.4892** 

-0.0869 

0.2626 

16 = Composite (productive and social) amenity 
index 

-0.1920*** 

-0.0170 

0.1334 

17 = Composite ‘socially’ weighted amenity index 

-0.2050** 

-0.0215 

0.1545 

18= Per capita village panchayat expenditure (Rs) 

-4.3645*** 

0.3153 

2.9041 


Notes'. Figures in parentheses are Lvalues. 

*“ = I percent, •• = J percent,* =• 10 per cent significance levels in a two-tailed test, 
N23H—Per cent shore of household industry workers in NIC 2 and 3 (manufacturing, 
processing, servicing, repairs) workers. 

N2HFP— Per cent share of NIC 2 and 3 household workers employed in establishments 
using fuel/power. 

N2MFP—Per cent share of NIC 2 and 3 non-household workers employed in 
establishments using fuel/power. 

U = U2 = Percentage of district population living in urban areas. 

A = AI * Average daily employment in factories per 1,00,000 district population. 

1 * 14 = Per cent of villages w/6 amenities: power, road, post-telegraph, education, 
institution, medical facility, drinking water. 

K * K1 * Houses used as shops/workshops as per cent of rural residences. 

/ Large = Class I cities (1,00,000 and above). 

// Medium = Class II and III towns (20,000-99,999). 

/// Small = Clan IV, V and VI towns (5,000-19,999). 
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units, but, interestingly, also for the larger 
unregistered ones. 

In respect of NIC 6 (trade, etc), the mote 
concentrated the urban population in large 
and medium towns (or the weaker the small 
towns), the greater the share bf industry 
employment held by the relatively larger 
firms. Perhaps the absence of trading activi¬ 
ty based in small towns may engender and 
sustain larger rural private trading opera¬ 
tions. Also, the higher the rural population 
density, the more robust the employment 
share of these larger units. As the size share 
effects from rural population dispersion are 
mixed, there seems no consistent evidence 
pointing to scale economies in the conduct 
of such activities, although the concentra¬ 
tion of population in large and medium 
villages does tend to be associated with mote 
large trading firms. 

Employment in NIC 8 (business services, 
etc), like that of NIC 2 and 3, features the 
• positive association of the share of its 
medium size groups with overall urbanisa¬ 
tion. The implications of urban distribution 
are less clear. Unlike trade, a high rural 
population density does not by itself favour 
the dominance of the larger firms in this 
industry, while the concentration of this 
population in large and medium villages 
unambiguously does. Dominance of small 
villages makes for small firms in this activity, 
and that of medium and large villar's, of 
medium and large units, suggesting market- 
size effects of spatial demand. On the cost 
side, infrastructure is seen to mildly favour 
large registered but small unregistered units 
in manufacturing, the smaller units in 
trading firms, and the larger business ser¬ 
vice establishments. We further explore 
infrastructure effects below. 

Government Assistance and Rural Non- 

Farm Sector 

We approach the subject of government 
intervention as operationalised via thiee 
channels: through the siting of village 
infrastructure, through credit assistance, and 
through direct government expenditures 
under various heads. The coefficients 
presented in each exercise refer to interven¬ 
tion measures alternatively used in truncated 
forms exclusively featuring the locational 
and policy variables, viz, U, A, I, K, B and 
G. Coefficients of control variables other 
than the one under focus are not reported, 
but are mostly of expected sign. 

Thble S presents the contribution of rural 
infrastructure to employment in the ag¬ 
gregate non-faim, manufacturing and trade 
categories. Th^dependent variables for the 
first two are in terms of shares in total rural 
employment, and that for trade in terms of 
density, given its market area dependence. 
The relative contributions of the infrastruc¬ 
ture components (save rank) to each employ¬ 
ment category may be compared within each 
industry group through ’elasticities' 
calculated at sample means. 

For non-farm employment density at 
large, village roads are relatively the most 
important component of infrastructure, with 


electricity in second place. Density of 
employment in trade follows more or less the 
same pattern as that for aggregate non-farm 
employment, but with social and panchayat 
expenditures for some reason-more strong¬ 
ly associated with the former. 

For increasing the employment share of 
manufacturing industry in total rural 
employment, post and telegraph facilities 
prove most important, with the joint effects 
of the composite proxies higher than that ol 
any one component. Expectedly, •productive’ 
infrastructure, proxied by the unweighted in¬ 
dex is marginally more effective than the 
socially-biased weighted index. Effects of the 
all-India ‘rank’ variable are, naturally, 
negative—the stronger a district’s position 
with regard to infrastructure, the higher its 
rank or lower its numerical value, and cor¬ 
respondingly greater the impact on rural 
employment. 

We turn next to the influence of credit 
availability in serving as a possible ‘engine 


of growth’ for the non-farm sector, fable t'„ 
explores the effect of various types of credit 
proxies on various industrial categories of 
non-farm employment. We have classified 
credit sources into three groups, and withlih 
them, sought to use explanatory variables 
approximating credit assistance to the nOn- 
farm sector. In a few cases, the separation 
of rural or non-agricultural credit has not ; 
been possible, and some of the proxies in- , 
dude data much beyond 1971. Therefore, 
caution is advised while interpreting the'' 
results. The negative signs .on the c6- 7 
operative credit variables likely arise from 
the possibility that they might indirectly 
measure assistance to agriculture, raising its 
rural employment share disproportionaUy at 
the expense of the non-farm sector. Again 
interestingly, co-operative activity is revealed 
as ‘displacing' employment in trade, and 
perhaps adding personnel directly to the 
financial services category rather than via 
second-round effects. 


Table 4 : Differential Effects of Agolom eration and U rranisation on Rural Industry by 

Employment Size Classes 


(A) 

Indep var 

Size Shares of Employment in NIC 2 and 3 Non 
Household Registerede 

and 

Unregistered 

Unitsoo 

Class 1 

Class 2 

Class 3 

Class 4 

Class 5 

Class 1 

Class 2 

Class 3 

U2 

_ 

•f 

4- 

_ 



- 

4- 

U + 

U6/ 

U6 

us 

U6, U7 

U5, U7 

U6/ 

U5, U7 

US, U7 

Al 

- 

- 

- 

+ 

4- 

-/ 

+/ 

+/ 

1 

- 

- 

-f 

4- 

4- 

4 

4 

•- 

K 


- 

+/ 

4- 

- 

-/ 

*4 

+/ 


(B) Establishment Size Shares in NIC 6 (C) Establishment Size Shares in NIC 8 



Employment* 



Employment** 


Indep var 

Class 1 

Class 2 

Class 3 

Class 4 

Class 1 

Class 2 

Class 3 

Class 4 

U2 

- 

+ 

_ 

- 

_ 

+ 

4- 

- 

U + 

U6, U7 

U6, U7 

U6 

U5 

U6. U7 

U6, U7 

U5, U6 

U5 

A7 

- 

+ 

4 

■4 

4- 

- 

- 

■4 

A + 

A3 

A4, A5 

A4, A5 

A3, A4 

A3 

A5 

AS/ 

A3, A4/ 

1 

+ 

+ 

-4 

- 

- 

- 

4- 

4 

K 

4 

+ 

“ 

“ 

-/ 

- 

4 

*/ 


Notes. I - infrastructure and K «* Physical Capital proxies; U2 and A7 as defined below; 
/ = significant at MO per cent levels. 

U + and A + .represent alternative urbanisation and agglomeration variables positively 
associated with each size class. 

U2 = Per cent district population in urban areas. 

US = Urban population share of large (1.00,000+) cities. 

U6 - Urban population share of medium (20,000-99,999) towns. 

U7 = Urban population share of small (S.000-9,999) towns. 

At * Average daily factory employment per -1.00,000 district population. 

A3 = Rural population share of small (0-999) villages. 

A4 = Rural population share of medium (1,000-4,999) villages. 

AS = Rural population share of large (5,000 + ) villages. 

A7 ** Rural population density (persons per sq km). 


9 NIC 2 and 3 (R) Units: 

• NIC 6 Units: 

Class 1 

10-19 

Class 1 

1-4 

Class 2 

20-49 

Class 2 

5-19 

Class 3 

50-99 

Class 3 

20-49 

Class 4 

100-299 

Class 4 

50 x 

Class 5 

300+ 




•• NIC 8 Units: 

99 NIC 2 and 3 (U) Units: Class I 1-4 

Class I 1-4 Class 2 5-19 

Ct,,s 2 5-9 Class 3 20-49 

Class 3 10-19 Class 4 50+ 
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The informal credit component is pro¬ 
bably the most purely ‘private’ measure of 
the lot, presumably reflecting spontaneous 
credit availability, but its performance, too, 
while not uniformly negative, is not satisfac¬ 
tory, with only the construction industry 
been slightly bencfitted. It also somewhat 
interesting to find employment in trading 
and transport negatively associated with 
loans to non-traders. It is possible that 
lending activity by moneylenders may be 
high only where traders are unable to self- 
finance. The generally lacklustre perfor¬ 
mance of commercial bank credit may be at¬ 
tributed partially to data deficiencies; in 
part, it is possible that the generally negative 
signs reflect a higher degree of involvement 
by this sector in the least ‘developed’ districts 
as a matter of corrective policy 

Lastly, Thble 7 seeks to examine the im¬ 
pact of government policy expenditures 
upon growrh in rural non-farm employment 
by detailed expenditure sources and category. 
The coefficients presented are for alternative 
specifications of the variable, representing 
growth in regional infrastructure of dilferent 
types. The last column presents the mean 
contribution, to aggregate non-farm employ¬ 
ment growth, ot each proxy. 

Separately, the effect of various categories 
of state government expenditures on growth 
in rural non-farm employment is not im¬ 
pressive across the board, but some instruc¬ 
tive lessons are to be learned. Expectedly, 
expenditure on incentive packages for in¬ 
dustry, roads and bridges, and urban 
development contribute positively to this 
growth. (It would be interesting to be able 
to break down the last into expenditures by 
ske class.) The strongest positive con¬ 
tributory influences flow from major irriga¬ 
tion projects and, to a lesser extent, from 
expenditures in the power sector. 

Aggregated subgroups allow the joint ef¬ 
fect of these separate interventions to be 
examined. For example, we see that the surn 
of expenditures toward agriculture and allied 
activities with the major irrigation works has 
a positive impact, which becomes mildly 
negative once the latter component is remov¬ 
ed. The cumulative effect of what we have 
dubbed ‘pro-industry’ expenditures on non 
farm employment growth is, by contrast, 
positive. Planned expenditures are meye ef¬ 
fective than non-plan, and the last column 
shows the contribution of aggregate direct 
state level spending (36.66) to go further than 
cither that ot /ilia parishad (3.47) or village 
panchayat (I 64) expenditures. 

In the next section, we take a much 
broader view of policies toward non-farm 
employment, but insights obtained above 
can usefully instruct the design and im 
plcmentanon of specific measures, once a 
rationally-based and coherent policy stance 
toward the sector as a whole has been 
characterised To this task we now turn, 
drawing upon the major findings of the 
study. 


V 

Policy Implications of the Study 

We may now recapitulate our overall 
findings about the determinants of non-farm 
employment, and summarise the broad 
policy implications that emerge from the 
results of our analysis: 

(I) Strong spatial consumption linkages are 
observed between the agricultural and non- 
agricultural subsectors in the rural economy, 
both at the aggregate level as well as for in¬ 
dividual industrial categories. Agricultural 
households presumably generate demand for 
locally manufactured consumption goods, 
as well as those ’imported’ from the urban 
sector. In the absence of detailed informa¬ 
tion on the allocation of rural consumption 


expenditures between ‘non-tradexT (I % load* 
ly produced goods and services that ate en¬ 
tirely consumed within the region), and ‘im¬ 
ported’ components in food and non-food 
groups, our results suggest that greater 
agricultural prosperity seems to be generally 
accompanied by vigorous rural demand for 
products/services of the non-farm sector 
within a region. 

The high, positive and significant correla¬ 
tion of rural non-farm employment shares 
with average sizes of operational holdings 
indicates that the consumption linkage is 
quite broad-based, and that, despite possi¬ 
ble leakages on account of urban bias in 
rural consumption patterns (either due to de¬ 
mand for goods with a comparative cost ad¬ 
vantage or a preference on the part of high- 
income groups for specific prestige or 


Tabi f 5. Rural Infrastructure and Employment in Total Non-Farm Activity. 
Manufacturing and Trade 


n = 25 

Infrasiructurc Variable 

Means 

MMF 

6.87 

el 

M2, 3 
4.90 

c2 

M6 

78.36 

e3 

II (electricity) 

36.05 

0.0676* 

36 

0.01)1 

8 

1.0151* 

47 



(1.824) 


(0.576) 


(1.905) 


12 ('pucca' roads) 

25.09 

0.1461*** 

53 

0 0407 

21 

1.8046** 

58 



(3.534) 


(1.586) 


(2.605) 


13 (post and telegraph) 

24.21 

0.0472 

17 

0.0424*** 

21 

0.1543 

5 



(1.291) 


(3.392) 


(0.233) - 


14 (all amenities) 

4.33 

0.3881* • 

24 

0.1529* 

14 

6.7591** 

37 



(2.205) 


(1.911) 


(2.671) 


15 (all-India rank) 


- 0.0046* •• 


- 0.0028* * 


-0.8881** 




(-3.056) 


(-3.524) 


(-2.219) 


16 (unweighted index) 

151 24 

0.0199* 

44 

0.0124** • 

38 

0.2792 

54 



(2.039) 


(2755) 


(1.531) 


17 (weighted index) 

149.8 

0.0192* 

42 

0.0121** 

37 

0.2922 

56 



(1814) 


(2.376) 


(1.514) 


18 (panchayat exp 








per capita) 

5.95 

0.2560 

22 

-0.0178 

-2 

7.2134** 

55 



(0.716) 


(-0.169) 


(2.652) 


19 (exp per village) 

6102.38 

0.0001 

12 

0.0001** 

r3 

0.0030* 

23 



(1.182) 


(2.076) 


(2.001) 


110 (exp per panchayat) 

8996.56 

0.0001 

17 

0.0001 

18 

0.0040* •• 

46 



(0.936) 


(1.3555) 


(3 186) 



iV oter, t-values in parentheses 
Significance levels 

MMF Workers with main activity other than cultivation per sq km district rural 
geographical area 

M2, 3 Per cent of rural employees in NIC 2 and 3; manufacturing, processing servicing 

and repairs. 

M6 Workers in NIC 6: wholesale and retail trade, restaurants and hotels per sq km rural 
geographical area. 

el = (AMMF/AI)x(l/MMF) = elasticity (at sample means) of rural non-farm 
employment density w.r.t. infrastructure. 

e2 -- (AM2, 3/AI)x(I/M2, 3) - elasticity (at sample means) of rural employment share 
of NIC 2 and 3 wrt infrastructure. 

e3 - (AM6/AI)x(l/M6) = elasticity (at sample means) of NIC 6 rural employment 
density wrt infrastructure. 

Rural Infrastructural proxies: 

11 = Percentage of villages with electricity. 

12- Percentage of villages with ‘pucca* road approach. 

13- Percentage of villages with post and telegraph facilities. 

14 = Per cent of villages with above 3 and additional 3 social amenities; educational 

institution, medical facility and drinking water. 

15 = C'omposite all-India rural amenity availability rank of district. 

16’Composite (with above 6) rural amenity index-unweighted. 

17’Composite rural amenity index weighted in favour of 3 ‘social’ components above. 
18 = Per capita expenditure by village panchayats (Rs). 

19=Per village expenditure by village panchayats (Rs ’000). 

110= Average expenditure per panchayat for district (Rs ’000). 
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‘status’ Item), the Ml mtdtiplier effect Menu 
to be working favourably Id affecting the 
proportion of rural employment in non- 
agricult ural activities. This finding generally 
corroborates the results of studies with more 
detailed data available from other develop¬ 
ing countries that have quantified consump¬ 
tion linkages in rural areas. One such study 
for the Philippines 6 reveals that each I per 
cent increase in agricultural incomes 
generated a 1.2 per cent increase in most sec¬ 
tors of the local non-farm economy. Our 
results also suggest that the broader the in¬ 
come base in the agricultural sector, the 
higher will be the consumption demand for ' 
locally available goods and services, leading 
to commensurably greater employment in 
non-agricultural activity. 

It is true that to some extent poorly 
developed infrastructure and communica¬ 
tion links between villages and towns impede 
farm households' access to urban non-food 
goods and services, and in forcing them to 
buy high-cost and possibly inferior local 
substitutes may worsen their terms of trade 
as food producers. But the beneficial effects 
of agricultural growth through consumption 
linkages on the growth of the rural non-farm 
sector can be especially reinforced where the 
goods and services produced in the latter 
have elastic supplies and comparative cost 
advantages over similar goods and services 
available from the urban sector. Variations 


in consumption patterns amongst the dif¬ 
ferent farm size classes can to a large extent 
be minimised except those on account of the 
status factor. 

Production linkages forcing the agri¬ 
cultural and non-agricultural components of 
the rural economy are expected to show up 
through the non-farm sector’s forward 
linkages with agriculture in areas such as in¬ 
put distribution, and through backward 
linkages with the farm economy in the form 
of processing, maiVeting, etc, of agricultural 
produce. Overall production linkages with 
aggregate non-farm employment are signifi¬ 
cant only in respect of employment densi¬ 
ty. However, in the industry-by-industry 
analysis, various general agricultural output 
measurer are found to increase shares of 
rural employment in the trade, transport, 
financial and business service sectors. 

With the increased use of purchased farm 
inputs, the forward agricultural linkages of 
the non-farm sector might be expected to 
undergo tremendous and fast changes. The 
share of five inputs—chemical fertilisers, 7 
irrigation charges, electricity, pesticides and 
insecticides, diesel oil—in the value of all 
material inputs in agriculture has increased 
from 15 per cent in 1973-74 to 37 per cent 
in 1980-81 and 43 per cent in 1984-85. These 
changes, admittedly, are not adequately 
covered in our static equations, but our in¬ 
dependent variables reflecting purchased 


input usage do not perform as well As 
expected in indicating non-farm jobs. 

There may be several reasons for this. It 
is likely, for instance, that the primary 
multiplier effects of four out of the five kh ; 
puts mentioned above (sans irrigation/, 
whose rural impact it dramatically ; 
demonstrated as will be summarised later), 
will be felt in the urban sector, although their 
secondary effect in the rural non-farm sec¬ 
tor through trade and commerce by way of 
delivery or distribution systems should also 
be significant. Again, notwithstanding the 
increase in purchased non-traditional inputs, 
the share of labour and traditional inputs 
in total inputs remains quite sizeable and has 
only marginally decreased over time. Regar¬ 
ding fertiliser, which is by far the most im¬ 
portant amongst purchased inputs, it u 
observed that only about two-thirds of the 
total irrigated area in India was fertilised by 
1976-77 and that application rates varied 
greatly amongst crops. The number of 
villages per fertiliser outlet was more than 
10 in the majority of the states (Maharashtra 
being one of them) and most of them were 
concentrated at railheads within the districts. 
Besides, the system or vehicle of distribu¬ 
tion can play an important institutional role 
as rural change agent. The fertiliser distribu¬ 
tion system in Maharashtra has been basical¬ 
ly conceptualised and implemented as a 
credit-linked one, with a view to ensuring the 


Table 6: Credit and Rurai Non Farm Employment by Industry 


n - 23 

Credit ifariable 

Dep Var 
Means: 

Sample Means 

M2, 3 
4.90 

M5 

0.84 

M6 

1.67 

M7 

0.60 

M8 

0.17 

M9 

3.96 

1 Co-operative credit 

Bl 

3.601 

-0.14090 

0.02125 

-0.07204 

-0.05150 

0.03673* 

0.00009 

B2 

114.14 

( 1 236) 

-0 0054 

(0.277) 

- 0.001II 

(-0.966) 

- 0.00162** 

(-0.612) 

-0.00031 

(-2.048) 

-0.00012 

(0.075) 

0.00038 



(-0.373) 

(-1.401) 

(2.310) 

(-0.339) 

(-0.672) 

(0.312) 

II informal Credit 

B3 

9.03 

0.01445 

-0.00345 

-0.01365 

- 0.026230* • 

-0.00366 

-0.01583 

B4 

69.76 

(0.565) 

0.00080 

(-0.392) 

0.00064* 

(-1.164) 

-0.00002 

(-2.708) 

0.00056 

(-1.685) 

-0.00004 

(-0.942) 

-0.00043 

B5 

359.40 

(0.964) 

0.00013 

(1.757) 

-0.00011 

(-0.063) 

-0.00031** 

(1.280) 

0.00035** 

(-0.431) 

0.00004 

(-0.863) 

-1.728.07 



(0.497) 

(-1067) 

(-2.526) 

(-4.006) 

(-1.319) 

(-0.001) 

III Commercial Credit 

B6 

3.78 

-0.13053 

- 0.00938 

0.05829 

-0.00376 

0.00766 

-0.0365 

B7 

49.32 

(-0.980) 

0.00131 

(-0.113) 

-0.00143 

(1.035) 

0.00144 

(-0.041) 

-0.00320 

(0.628) 

-0.0007 

(3.407) 

-0.0046 



(0.154) 

(-0.532) 

(0.617) 

(-1.149) 

(-0.147) 

(0.037) 


Notes-. Figures in parentheses are t-values. 

*** « I per cent, ** > 5 per cent, * » 10 per cent significance in a two-tailed test. 

M2, 3 » Per cent of rural employment in NIC 2 and 3 (manufacturing, processing, servicing and repairs). 
M3 - Per cent of rural employment in NIC 3 (construction). 

M6 - Per cent of rural employment in NIC 6 (wholesale and retail trade, restaurant! and holds). 

M7 * Per cent of rural employment in NIC 7 (transport, storage and communication). 

MS - Per cent of rural employment in NIC 8 (financing, insurance; real estate and business services). 

M9 - Per cent of rural employment in NIC 9 (community, social and personal services). 

Bl - Number of co-operative bank branches per 1,00,000 district population 
B2 - Avenge borrowings per member of non-agricultural credit society (Rs). 

B3 * Number of licensed moncytendere per 1,00,000 district ru ral p opulation. 

B4 - I pans advanced to traders by Ucwised moneylenders (Rs *000). 

B3 - Loans advanced to non-traders by licensed moneylenders (Rs *000). 

B6 ■> Number of commercial bank branches per 1,00,000 population. 

B7 • Commercial banks’ advances to service sector for district. 
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end use of the latter. The low coverage of 
the tpedit system has resulted in circumscrib¬ 
ing the coverage of the fertiliser distribution 
system, to which fertiliser pricing policy has 
added another shackle With the result, it 
may be argued, a potential village en¬ 
trepreneur has not emerged on a large scale 
’ who, diversifying from fertiliser sales and ex¬ 
tending to related goods, might ultimately 
assume the role of a producer of goods and 
services. Such potential production linkages 
thus remain unrealised. 

The potentials for both agricultural input 
and output linkage vary from crop to crop, 
which should hence create varied multiplier 
effects on the share, incidence and density 
of non-farm employment in the rural sec¬ 
tor. Our analysis does show that the base of 
agricultural output linkages wiih non-larm 
employment that have emerged is, as in ihc 
case of consumption linkages, quite wide 
Our general comment is that marketing ol 
agricultural output has proved more suc¬ 
cessful than input distribution in creating 
off-farm jobs in rural areas. I he mam thrust 
seems to be coming from foodcrops (except 
sugarcane). Cereals, pulses and oilseed crops 
have proved more robust cnrnpareu 10 com 
mercial crops in generating impact on the 
Size of rural non-farm employment by was 
of forward agricultural linkages 1 he lack 
of commercial crops’ impact on the iural 
non-agricultural seclot is due in pan to the 
poor agro-processing linkages discussed 
below. 

One would have expected rural non-farm 
activity to reflect stronger backward linkages 
with agriculture via processing activities, 
which tend to locate near raw material 
sources due to their weight-losing nature. 
This linkage, however, does not manifest 
itself in increased non-farm employment 
share (although it does raise the density). 
Many of the processing units are located, 
rather, in consumption centres away from 
production centres, perhaps for historical 
reasons (such as wheat processing capacity 
having gotten concentrated in port cities due 
to freight uolirics followed by the colonial 
regime), tr because of infrastructural bot¬ 
tlenecks (roads, power, etc.) preventing these 
activities from realising scale or transport 
cost advantages, etc The industrial disper¬ 
sal policy pursued by the government' has 
concentrated more on dispersing urban sec¬ 
tor industries to rural areas through various 
kinds of inefficient subsidies rather than on 
engendering local environments conducive 
to generating rural industrialisation in¬ 
digenous to these areas through natural in¬ 
centive structures or appropriate investments 
in socio-economic infrastructure. Agro¬ 
processing is a prime case in point. 

It may be mentioned, incidentally, that 
our study is not alone in finding stronger 
consumption than production linkages of 
agriculture with the non-farm sector A 
study of the Muda 1 * irrigation project in 
Malaysia also found that only one third of 
the 80 per cent income multiplier was due 
to agriculture’s increased demand for inputs 


and processing, transport and marketing ser¬ 
vices, against two-thirds on account of in¬ 
creased household demand for consumption 
goods. The secondary effects of production 
linkages are likely to be more powerful and 
sustainable than those of consumption 
linkages, however, and it is necessary that 
any road blocks rendering the primary ef¬ 
fects weak be removed to facilitate a healthy 
rural productive base. 

The possibility that rural workers who 
cannot get adequate work in agriculture spill 
over into rural non-farm activity and that, 
as a consequence, the latter acts as a 
‘sponge 1 — a residual sector—was very much 
kept in mind while analysing the deter¬ 
minants of labour supply to the non-farm 
sector. It has not, however, been conclusively 
borne out by this study that non-farm 
employment occurs, other things being 
equal, where rural labour is relatively more 
demand-constrained due to limited oppor- 


' * ' ' 4 ^ 'y 

(unities in agriculture. 

By and large, the share or size of non-farm 
employment is high where workforce par¬ 
ticipation is high, but the latter is a natural 
concomitant of modernisation and struc¬ 
tural economic change Our static results do 
seem to suggest a greater proportion of non¬ 
farm in rural employment where labourers' 
share in agricultural workers is lower, and 
the decadal change data corroborate that, 
for the districts of Maharashtra, the propor¬ 
tion of labourers in total agricultural workers 
declined as growth in rural, non-hum 
employment took place The dynamic regres¬ 
sions revealed that, on average; the large this 
decline the greater the positive effect— 
across the board—on growth in rural non¬ 
farm categories. Further research needs to 
determine whether the decline is real or 
statistical, and whether the occupational 
transition was to better- or worse-paying 
jobs. 


Tabi t 7 Impact or Government Policy Expenditures upon Growth in Rural Non farm 

Employment 


n - 25 Dependent Variable: AN/ Means 6.07 per cent 

Category of Government Expenditure Means Regression/ lvalue Contribu- 
(Independent Variables) Coefficient tion to 

Growth 

Rate// 


State government— planned development expenditure (Rs) per capita, 1976-1981, on 


jl District level schemes 

472.18 

-0.0328 

-0.659 

-15.49 

j2 Major irrigation projects 

155.41 

0.0522** 

2.096 

8.11 

j3 Power sector/// 

145.26 

0.0478 

1.371 

6.94 

j4 Incentive packages for industry 

11.65 

0.2432 

0.882 

2.83 

Stale government—non-plan development expenditures (Rsj per capita, 1976-1981, 

on 

j5 Agriculture 

1.97 

-2.0842 

-0.675 

-4.10 

j6 Animal husbandry 

1.44 

5.9484 

-0.827 

-8.57 

j7 Dairy development 

14.17 

0.0055 

0.024 

0.08 

j8 Primary education 

25.83 

0.3568 

0.522 

9.21 

j9 Secondary education 

16 68 

1 1840 

-1.182 

-19.75 

jlO Roads and bridges 

3.66 

0.5380 

0.215 

1.97 

jll Urban development 

4 37 

0.3459 

0.515 

1.51 

/ilia panshad expenditures per capita (Rs) 




jl2 1974-1980 

271 55 

0.0366 

0.306 

9.94 

j!3 1976-1977 (1 year only) 

130.89 

0 0265 

1.238 

3.47 

Village-level e xpenditures per capita (Rs) 
ji4 1976-1977 (1 year only) 

5 95 

02751 

0.111 

1.64 

Aggregate expenditures per capita (Rs) under 




Jl-jl + j2 + j3 + j4-planned category 

J2 - j5 + j6 + j7 + j8 + j9*-jl0 + jll = 

784.50 

0.0418** 

2.231 

32.79 

non-plan 

68.17 

0.0131 

0.060 

0.89 

J3 = j24j5+j6*j7 -- agriculture 





and allied 

172.98 

0.0547** 

2.153 

9.46 

J4 - j5 + j6 + j7 = J3 above without j2 

17.57 

-0.0120 

-0.051 

-0.21 

J5 - j3 + j4 + j 104- jll =’pro-industry’ 

164.94 

0.0444 

1.394 

7.32 

J6 •» J5 above without jll 

160.56 

0.0436 

1.365 

7.00 

J7 = Jl -t J2 = (all state-level exp) 

J8 = J7 above w/o j8 and j9 

852.62 

0.0430* * 

2.276 

36.66 

(productive) 

810.11 

0.0422** 

2.254 

34.19 

J9 = j84-j9 = ‘social’ category 

42.51 

0 1610 

-0.236 

-6.84 


Notes- * - significant at 10 per cent, " - significant at 5 per cent, *** = significant at 1 
per cent levels. 

/ Dependent variables AN = growth rate of rural non-farm employment, 1971-1981 (per 
cent). 

// Coefficient x AN (evaluated at sample mean). 

/// Represents assistance through SIICOM (stale industrial and investment corporation 
of Maharashtra). 

« Estimated relationship as in Tkble 9. 
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While some amount of agricultural labour 
displacement may occur into certain types 
of low-productivity household employment, 
that there are segments of the market for 
rural non-farm employees which may even 
be supply-constrained is suggested by the 
consistently positive and highly significant 
coefficients on the rural inmigration 
variable, indicating that labour inflows to a 
rural region may be directly or indirectly in¬ 
volved ip non-agricultural activity. The age 
and educational composition of the non- 
farm labour pool, as also the characteristics 
of secondary workers employed in non¬ 
household manufacturing, indicate that 
many non-farm jobs no doubt represent a 
move upwards. Our indirect evidence of 
segmentation in access to different types of 
non-farm activity conjures up a more 
realistic picture of the rural labour market 
as some mix of competitiveness and segmen¬ 
tation, rather than the spectre of a pro¬ 
gressively pauperised homogeneous labour 
force. Such a recognition might be more con¬ 
structively employed, from a policy view¬ 
point, in buttressing arguments for selective 
labour market interventions targeted more 
sharply on groups identified as being at a 
disadvantage in their access to productive 
employment. 

The shares of nonfarm activity in the 
period before any substantial interventions 
in the form of explicit policies toward in¬ 
dustrial location went into effect are an in¬ 
teresting study in rural-urban balance and 
its relationship to the development process. 
Where the level of overall urbanisation was 
high, the incidence of non-farm employment 
in rural areas was lower, reflecting the spon¬ 
taneous polarisation between agriculture- 
related and manufacturing activities in rural 
and urban areas, respectively. Whether such 
‘specialisation’ is the result of natural ad¬ 
vantage or of rural bottlenecks to the 
establishment of industry is an important 
issue that policy must address. The share of 
non-farm in rural employment, moreover, 
proves sensitive to the way the region's 
overall urban population is distributed 
among towns of different size classes. For 
example, the relative importance of small 
towns in total urban population seems to be 
positively associated with greater rural shares 
of all non-farm activity, presumably either 
through direct locational effects, or possibly 
due to the absence of regional competition 
from products and services of large and 
medium cities. 

Of manufacturing, in particular, the 
following is suggested: Generally, the more 
sophisticated the manufacturing activity 
(such non-household, or fuel/electricity¬ 
using household units), a high level of 
district urbanisation tends to pre-empt rural 
employment opportunities in that industry. 
In addition, the share of non-household in 
total rural manufacturing employment seem¬ 
ed hurt by rapid regional urban growth. In 
fact, a higher share of the non-household 
component in rural manufacturing employ¬ 
ment is associated positively with the urban 


preponderance of small towns—i e. in those 
regions where sizeable medium and large 
towns are present, very little such activity 
takes place in rural areas. By contrast, higher 
levels of overall urbanisation favour a higher 
share of household industry, conceivably 
because the products of such activity arc not 
in direct competition as substitutes. The 
share of the largest employment size-classes 
in rural registered non-household manufac¬ 
turing or trade units, or rural business ser¬ 
vice establishments also tend to be lower in 
districts with high urbanisation levels, 
presumably reflecting the superior scale ad¬ 
vantages afforded by urban locations. 

Despite this emerging picture of speciali¬ 
sation, however, the overall presence of 
industry in a region—irrespective of urban 
or rural location—is generally favourable for 
rural non-farm employment shares in that 
region due to a diffusion of benefits through 
the agglomeration influence. This influence 
is seen to be uniformly robust and signifi¬ 
cant in magnitude. And despite their 
negative association with overall district per 
cent urban levels, the employment shares of 
the larger of the rural non-household 
manufacturing establishments tended to be 
positively associated with a concentration of 
that urban population in large cities. 

lb summarise, then, substantial rural 
employment in manufacturing does not 
spontaneously take place in rural areas in the 
presence of more competitive urban loca¬ 
tions. This is not necessarily a bad thing if 
it reflects natural productivity advantages, 
but the relative disadvantages of rural loca¬ 
tions for industry should be the focus of cor¬ 
rective policy to the extent that this can be 
attributed to infrastructural bottlenecks or 
policy-induced urban bias. At the same time, 
those activities in which rural areas have an 
inherent competitive advantage should be 
supported—agro-based processing, whose 
natural rural locational advantages have 
been underutilised due to colonial distor¬ 
tions, is one such area. Additionally, as 
the measured agglomeration influence 
demonstrates, highly industrialised regions 
do create tendencies towards greater non- 
farm employment shares in their hinterlands. 
This suggests that emphasis on efforts to 
support industrialisation in rural areas of 
already industrialised regions may lead to 
greater payoffs than otherwise. These are 
some of the study's implications for the suc¬ 
cessful and efficient design of industrial 
dispersal and rural industrialisation policies. 

The interaction of the natural forces of 
structural transformation with policy in¬ 
terventions is brought into sharper focus by 
the study of rural non-farm employment 
growth over the decade of the 70s. Here it 
is found that the increase in a region's overall 
per cent urban is positively associated with 
growth both in its rural aggregate non-farm 
and manufacturing industry employment, 
showing that urbanisation has indeed been 
accompanied by a conversion of a portion 
Of the agricultural workforce to non-farm 


activity. Thus, urbanisation—a result in ' 
large part of spatial migration—appears to 
go hand in hand with rural occupational 
transition. This establishes rural in¬ 
dustrialisation as being at least partially at-, 
tributable to the same structural change pro¬ 
cess responsible for urbanisation. 

For the household component of rural.’, 
manufacturing, this employment growth ap¬ 
peared to be accompanied by the growth of ; 
population inmedium-sized towns, and for 
transport, by the growth of small towns. We 
believe these to reflect natural polarising out- * 
com-s. The revealed positive association bet¬ 
ween the particularly strong growth of non- 
household manufacturing employment with 
that of small towns, on the other hand, may 
be interpreted as indicating to some extent 
the direct locational consequences of govern¬ 
ment industrial policy incentives. 

Since a major policy instrument for 
generating rural non-farm employment, as 
warranted, where it does not spontaneous¬ 
ly occur is investment in rural infrastructure, 
it is worthwhile to summarise the role of ex¬ 
isting stock and accretions to it, as revealed 
by our study. Most rural infrastructure, we 
found, is understandably partial to 
agricultural activity, though not detrimen¬ 
tal in absolute terms to non-farm activity. 
Of the latter, trading activity seems especial¬ 
ly benefited by rural roads. The contact with 
other regions facilitated thus may, if the 

regional history of developed nations is a 
guide, initially polarise non-agricultural 
activity in favour of urban areas in a sort , 
of‘backwash’ effect, but would increasing¬ 
ly, as a rural productive base came to be 
developed through complementary in¬ 
frastructure, improve the competitive posi¬ 
tion of its products. 'Ib a promising extent, 
it is seen, rural infrastructure already 
benefits manufacturing—especially Of the 
non-household, electricity/fuel-using variety. 
Household activity, on the other hand, does 
not appear to be favoured by infrastructural 
support, and actually seems i elatively disad¬ 
vantaged in its presence. 

Per capita village panchayat expenditures 
positively influence the overall share of 
manufacturing in total and of non¬ 
household in manufacturing employment, 
but the direction of causality between in¬ 
dustrial activity and high local spending is 
not clear. These presumably operating ex¬ 
penditures are positively associated with 
growth in rural non farm employment, but 
less strongly so than are combined state level 
planned development expenditures. The 
spending categories at the state level with the 
greatest impact by far are major irrigation 
projects and roads. Whether the employ¬ 
ment increases brought on by these reflect 
merely the first-round effect of construction 
jobs (as public works) or the more endur¬ 
ing indirect effects of income augmentation 
m agriculture and improved productive en¬ 
vironment for rural industry through the 
removal of bottlenecks (such as lack of com¬ 
munication access or power availability) 
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upon rani incomes and welfare needs to be 
^ explored. It is not amiss to observe here that 
the Malayiiar Mada irrigation project study 
cited earlier found that for each dollar of 
income created directly in agriculture by the 
project, an additional 80 cents of value add¬ 
ed was created indirectly in the local 
economy. 

VI 

Conclusion 

lb reiterate: By and large, levels and shares 
of rural employment off the farm are 
strongly linked to agricultural output and 
* incomes—most intimately, it appears, 
through consumption linkages. A strong 
agricultural policy isfterhaps the single best 
t means of engendering appropriate types of 
non-farm employment in rural areas in a 
i manner which most efficiently engages the 
forces of naturally competitive spatial ad¬ 
vantage: The promotion of agroprocessing 
\ enterprises as part of such a strategy is a pro¬ 
mising but underutilised policy option. 

, Government policy incentives aimed at 
securing large increases of employment in 
rural non-household manufacturing need to 
be mote judicious in choice of location and 
industry, and should focus on strengthen¬ 
ing such natural comparative advantages 
rather than forcing or subsidising in¬ 
vestments which may have realised higher 
returns in urban areas. In respect of in¬ 
frastructure provision, one of the most 
efficacious instruments for generating 
overall non-farm employment growth ap¬ 
pears to be capital expenditures on major ir¬ 
rigation projects and toads. 

In recent tunes, increased urbanisation has 
resulted concomitantly in rural non-farm 
employment growth, a development at least 
partially reflecting the forces of structural 
economic change. Rural areas in regions with 
already high levels of industrial development 
are the best placed to secure the greatest 
growth in non-farm activity. While some 
rural labour may be ‘pushed’ into certain 
low-wage segments of the rural non-farm 
economy (e g, the household sector), the 
perception of the non-farm as a homo¬ 
geneous residue rural subsector seems 
generally unrealistic In view of the high 
degree of differentiation in non-farm jobs 
and in the access of the rural labour pool 
to them, efforts to overcome market segmen¬ 
tation and to ease the occupational transi¬ 
tion of disadvantaged groups should 
facilitate the eventual structural transforma- 
’’ tion of the Indian economy. 

This paper has been an attempt to enun- 
, date issues and questions relating to rural 
, non-farm employment in India, and pose 
them in a policy-relevant framework. The 
investigation was conducted with the help 
of a simple but analytically-based regression 
model. The principal findings of the study 
point towards a need for future micro-level 
jutalyses of consumption linkages, labour 
I; market behaviour, the technology of 



agroprocessing industries, and the rural roles 
of small urban areas. 

The utility of econometric techniques for 
the investigation of such issues as the design 
of credit and other government incentives 
lies principally in laying out the bases of ac¬ 
tion, and pointing out potential inconsisten- 
cies of various measures proposed. This may 
be usefully combined with more qualitative 
and institutionally sensitive analyses for 
insights into the implementation aspects of 
a policy once it has been adjudged ap¬ 
propriate The policy areas of credit, 
agricultural marketing, industrial incentives, 
entrepreneurship development, public 
employment and integrated rural program¬ 
mes are all deserving of evaluation in the 
non-farm context. It is hoped that the 
present investigator and others can take on 
some of these tasks in the near future. 

Notes 

1 The current spurt of interest in the Indian 
non-farm sector is owed in large measure to 
A Vkidyanat han’t seminal article: ‘Labour 
Use in Rural India: A Study of Spatial and 
Tfcmponl Variations’, Economic and Political 
Weekly, December 1986. 

2 The earlier analysis appears in Vibhooti 
Shukla, ‘A Regional Framework for the 
Study of Rural Non-Agrkuhuiml Activity’, 
Draft, 1990. 

3 A more serious problem, of course, is the 
potential for umultonrity Mas introdnond by 
the prospect that some of the In dep en dent' 
variables should property be endoge no us to 
the system. At this time, however, the data 
just do not support simultaneous estimation. 

4 While the 1971 levels or shares analysis cap¬ 


tures variations In shares and levels of non- 
farm in total rural activity before many of 
the major policy interventions of the 70s 
targeting (to some degree) this subsector were 
into effect, an investigation of the changes 
between 1971 and 1981 is in Older to as to 
measure the impact of such interventions, u 
alto to impart a measure of dynamism to the 
empirical analysis. 

5 Data sources used include: Government of 
India, Population Census of India, 1971, 
1981; Government of Maharashtra, 
Economic Census, 1977,1980; Government 
of Maharashtra, Statistical Abstract of 
Maharashtra State, various yean; Govern¬ 
ment of Maharashtra, Report of the Fact Fin¬ 
ding Committee on Regional Imbalances in 
Maharashtra, 1984; Centre for Monitoring 
Indian Economy, District Level Data, various 
years, various tobies. 

6 See Arthur Gibb, Jr, ’Agricultural Moder¬ 
nisation, Non-Farm Employment and Low- 
Level Urbanisation: A Case Study of a Cen¬ 
tral Luzon Sub-Region’, PhD thesis, Univer¬ 
sity of Michigan, 1974. 

7 Upends in fertiliser use are discussed in 
Gunvant Desai, ‘Sustaining Rapid Growth in 
India’s fertiliser Consumption’, International 
Food Policy Research Institute, Washington, 
1982. 

8 For an empirically-based critique of some 
aspects of this policy, see Vibhooti Shukla, 
Urban Development and Regional Policy in 
India: An Econometric Analysis, Himalaya 
Publishing House, 1988. 

9 Remits of this study and others are reported 
in Peter Hazctl and Alisa Roell, Rural 

. Growth Linkages: Household Expenditure 
Patterns In Malaysia and Nigeria, Research 
Report 41, International Food Policy 
Research Institute: Washington, 1983. 
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The Media and Cultural Politics 

Lloyd 1 Rudolph 

This discussion of the media is situated in the context of several different theoretical and empirical frameworks. 
The first is the idea qf an information society advanced by Singhal and Rogers in their discussion of the electronic 
media in south Asia. The second is the idea, advanced by Ingiehart, that a post-modern society places different 
issues on the agenda of public discourse than does modern society. The essay aims to create an intellectual space 
for the idea of ‘cultural politics’ which is not dealt with by either of these discussions and suggests some of its 
implications. 


IF, lo follow Lasswell, politics is about who 
gels what, when and how, cultural politics 
is about who is who, and what is he/she 
worth. These are questions about identity, 
esteem and the values that determine them. 
Conventionally, politics turns on questions 
of interest, on economic security, pocket 
book and bread and butter issues, on the 
distributions of wealth, power and status. 
Cultural politics turns on questions Of in¬ 
dividual and group identity, esteem and 
disesteem, honourand defamation, cultural 
aggrandisement and fear of cultural extinc¬ 
tion. 

Cultural politics refers to the struggle for 
control of the means of cultural production 
and conflict over .meaning. TWo types of con¬ 
test are involved. The first, the Lasswellian 
question about the distribution of wealth, 
power and status, can be framed by '.he 
positivist language of political science. The 
second, the question about identity and 
worth, is more suitably discussed in the 
language of post-modernism. 

Cultural politics is the politics of mean¬ 
ing. It is constituted and contested through 
the means and processes of public culture. 1 
Public culture in turn deals with what is 
read, heard and seen in the print, film and 
electronic media; what is published—in the 
press, books, journals; what is shown in 
theatres, and broadcast on radio and televi¬ 
sion; and what is publicly displayed in 
posters, billboards (hoardings in Indian 
parlance) and graffiti. 

Public culture can be distinguished from 
culture as it has been commonly understood 
in anthropology by how it is created and 
disseminated. ‘Culture* has been commonly 
understood as private,.a product of hearth 
and home, private space and locality, of ex¬ 
periences associated with the famijy and 
primary socialisation. One thinks of fathers 
and mothers; aunties, uncles and grand¬ 
parents; brahmins and ulema; gurus and 
pirs; mandirs and mosques; pilgrimages, 
village festivals, fairs and holy days. (Some 
of these, to be sure—festivals, mandirs— 
share aspects of the public) Public culture 
originates impersonally. It is created and 
produced by specialists and is experienced 
in public space 

Cultural politics is grounded in the con¬ 
trol of the means of public culture. Who 
owns or manages the means of production 
that impersonally create and contest mean¬ 
ing in public space? News and commentary. 


entertainment and docudrama, create im¬ 
ages, symbols and metaphors, categories of 
thought and rhetoric that consumers of 
public culture experience. Under what con¬ 
ditions are they produced? The criteria, for 
how the media conduct themselves and are 
governed, whether by freedom of expression 
and market forces, state monopoly, govern¬ 
ment regulation, professional standards and 
ethics or some combination of them, are an 
important aspect of cultural politics. 

I want to situate my discussion of the 
media in the context of several different 
theoretical and empirical frameworks. The 
first is the idea of an information society, 
advanced by Singhal and Rogers in their 
discussion of electronic media in south Asia. 
A second is the idea, advanced by Ronald 
Ingiehart, that a post-modern society 
places different issues on the agenda of 
public discourse than does modern society. 
Finally, I want to create an intellectual space 
for the idea of ‘cultural politics', which is not 
dealt with by either of these discussions, and 
suggest some of its implications. 

INFORMATION SOCIETY IN 

Post-Modernity 

We are living, some hold, in an ‘informa¬ 
tion society'.* The concept models itself on 
earlier ones such as ‘industrial society’ and 
‘agricultural society’. Whether a society ap¬ 
proximates one or another of these concepts 
depends on a structurally determined posi¬ 
tivist measure, the proportion of workers 
(producers) in a particular sector of the 
economy. Thus, "in recent decades, the 
United States, Japan, and most western 
European nations have become information 
societies, countries in which information 
workers are more numerous than such oc¬ 
cupational categories as farmers, industrial 
workers, or service workers”. According to 
Singhal and Rogers [India's Information 
Revolution], Iridia “is still far from being 
an information society” but is fast becom¬ 
ing one in occupational terms. They count 
the approximately 65 per cent illiterates 
among India's 80,00,00,000 population as a 
powerful constraint on India’s becoming an 
information society because, as illiterates, 
they are not affected by the contexts and 
consequences of the information sector. 

From the perspective of cultural politics 
,as against that of the ‘information society’, 
India's illiterates should be counted as par¬ 
ticipant. One of the important effects of the 


electronic media is that it makes less tele-, 
vant the distinction between literates and il¬ 
literates. Illiterates can see and hear even if 
they cannot read. Television coverage (access 
but not viewing) grew from 167 million in 
1981 to 500 million in 1988 (62 per cent of 
the population). Actual viewing, the TV au¬ 
dience, was much more modest, 16 million 
watching 1.7 million sets in 1981 and 90 
million watching II million sets in 1988. By 
this year, 1990. it is estimated that 90 per cent 
of India’s population will have access to 
television broadcasts. The projections for 
2,000 arc 63 million sets and 378 million 
viewers. 3 The big change came in 1983 
when 1NSAT-1B was launched by NASA. It 
broadcasts television signals directly to 
ground stations which rebroadcast them 
to their surrounding areas. As television 
coverage and viewing spreads, illiteracy 
becomes a decreasingly significant bar to 
popular participation in public culture and 
cultural politics. 

Ronald Ingiehart provides another theo¬ 
retical context. In Culture Shift in Advanc -, 
edIndustrial Societies* he finds (hat values 
and attitudes, what he calls political culture; 
are to an increasing degree ‘post-materialist’ 
or ‘post-modern’. In this era cultural ques¬ 
tions—identity, the quality of life, how to 
live, what is the good life—issues that can 
be characterised generically as cultural 
politics, have come to occupy a larger space 
in public concerns (and in the determination 
of electoral outcomes) than have materialist 
values, what he sometimes refers to at 
‘economic security’. They have become more 
determinative of voting behaviour than 
material questions—poverty and wealth, 
production and consumption, what is usual¬ 
ly referred to as the politics of class, status 
or interest. 5 

A key institution of the information socie¬ 
ty is the media; a key concern is the identi¬ 
ties, values and interests that the public 
culture of the media generate. India as usual 
occupies an anomalous position with respect 
to these categories. Ranked 13th by the 
World Bank among industrial economies 
(measured by value added by manufactur¬ 
ing), it displays aspects of advanced in¬ 
dustrial society even while much of its 
economy remains pre-industrial. Tbgether, 
the information society and the new pre¬ 
occupations of post industrial society situate 
my discussion of the media and cultural 
politics. 
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Conceptual Space for Cultural 
politics 

Even befo.r the rise of the electronic 
media as a vehicle for public culture, cultural 
politics, the struggle over the means and con¬ 
tent of cultural production, had begun to 
play a significant part in Indian politics. In 
‘Rethinking Secularism: Genesis and Impli¬ 
cations of the Text Book Controversy’,* 
Susanne Hoeber Rudolph and I analysed 
how in Morarji Desai's Janata government 
(1977-79) control over the metaphors and 
rhetorical representations used in state cer¬ 
tified school and college history texts 
became an issue in Indian politics. A decade 
later the electronic media had expanded the 
size of the constituencies and the kijds of 
persons and processes involved in conflicts 
over cultural policy. 7 

In creating conceptual space for cultural 
politics. I have help these days from various 
schools of discourse analysis.' They pro¬ 
pose to ‘read’ a larger variety of communica¬ 
tions than were previously admissible as 
'text', including the non-canonical voca¬ 
bulary and representations of public culture. 
For example, JAG Pocock finds that dis¬ 
course is 'speech', ‘literature’, and public 
utterance in geneial, involving an element 
Of theory and carried on in a variety of con¬ 
texts .. it enables one to write the history 
of an intellectual activity as a history of 
actions which have affected other human 
beings. 9 Thus Doordarshan’s mega-series, 
the year long (52 one-hour episodes) 
serialisations of India's ‘classic’ epics, the 
Ramayana and the Mahabhamta, in the 
form of docudramas that entertain, encom¬ 
pass ‘intellectual activity’ in Pocock’s sense. 
His emphasis on the consequential nature 
of theory entailed by public representations, 
what I am referring to here as public culture, 
is designed to expand the field of political 
theory to include contextualised representa¬ 
tions as well as texts as such, and to liberate 
theory from being dismissed as superstruc¬ 
ture Similarly, 1 mean to treat TV produc¬ 
tions as historically contextualised events. 
They have important social and political 
consequences that go beyond the transitory 
and ephemeral experience of ‘mere’ enter¬ 
taining spectacles. They do more than add 
circuses to bread; they do more than pacify, 
depohtictse or anaesthetise the masses 

Media events like the mega-series are 
visual and speech acts that have constitutive 
consequences. They create categories of 
thought and meaning that can motivate 
choice, establish rules of conduct and justify 
action I ike the knowledge of the rules of 
conjugation that enable a child to ‘go on’, 
epic docudrama. by establishing a standar¬ 
dised civihsational grammar, becomes gene¬ 
rative of nouns and practice. 1(1 Because of 
their constitutive and generative conse¬ 
quences, docudramas can be more political, 
and more disputed than how news and infor¬ 
mation is presented, i c, selected and 
interpreted. 

J490 


From Positive to Imaginative Truth 

Because many programmes that appear 
on television are works of the imagination, 
the rules of composition devised for news 
and information do not apply. The ‘ur’ con¬ 
cept of modern public journalism emerged 
from the 18th century newspaper, which 
‘reported’ ‘news', that is, published accounts 
of statesmen and politicians, kings and 
publicans, merchants and bankers. News¬ 
papers brought into being and sustained the 
journalistic profession. Accused of partisan¬ 
ship, distortion, sensationalism, even extor¬ 
tion, 11 it pioneered standards and developed 
a code of ethics. Its bedrock was credibility. 

Credibility is a standard that has been 
severely tested in the post-modern era. Past- 
moderns might argue, for example, that 
‘news’, being a form of representation, shares 
something with fiction; that news manage¬ 
ment and selection, cozy relations between 
sources and reporters, leaks and disinforma¬ 
tion, can create, colour or extinguish news. 
Yet print journalists who write for news¬ 
papers stick to a standard; as the New York 
Times puts it, "All the news that is fit to 
print”. Fred Friendly put it this way: jour¬ 
nalists are “... men and women [who] go 
out every day with pads and pencils or 
cameras and tape recorders and attempt to 
portray what Walter Lippmann called *a pic¬ 
ture of reality on which the citizen can 
act’ ”. 12 

Media Transformation of Indian 
Politics 

Tfclevision gives viewers the illusion of 
being there Citizens and voters in an 
ongoing campaign cat! witness and then bear 
witness to events and persons. In America 
this has led to TV displacing party as the 
most important factor in the conduct of elec¬ 
tions. In the trinity, issues, candidate per¬ 
sonality and party identification, the generic 
variables used to explain voter choice in 
American elections, television has elevated 
personality to pride of place and has 
transformed how issues are presented. Recall 
how the Willie Horton ad—he was said to 
have raped a woman while on furlough from 
a Massachusetts prison—was used to present 
the crime - some would say race—issue by 
the Bush presidential campaign in 1988. 11 

Daniel Bell was arguing as early as 1973 
that the introduction of modern mass com¬ 
munications allows us, in many cases forces 
us, to respond directly and immediately to 
social issues. To take the first instance of its 
kind in the 1960s There is little question that 
the presence of the television cameras in 
Selma, Alabama, showing the use of crude 
violence (snarling police dogs, electrified cat¬ 
tle prods) against the black marchers, arous¬ 
ed an immediate national response which 
was reflected in the presence of thousands 
of persons who poured into Selma the 
following week from all over the country. 

Without television, it is likely that the 
shock effect, even if transmitted through 


news photo* and newsreels, would haw been 
dissipated (and that before the rise of the 
mass media this incident could have had a 
national impact. 14 

India may be experiencing something 
similar. Doordarshan, encouraged by V P 
Singh’s ‘victory’ to assume the 'autonomy' 
promised in the Janata Dal election mani¬ 
festo, began screening incidents carrying 
such immediacy. The most striking pro¬ 
gramme was one which vividly presented 
evidence of electoral corruption. Nalini 
Singh's documentary showing rigging, i e, 
booth capturing and ballot snatching by 
both the Congress-I and the Janata Dal, and 
interviewing those who provide the service, 
appeared after the election results made it 
clear that insiders dose to the throne of 
Rajiv Gandhi’s Congress-I government were 
no longer in a position to interfere with 
Doordarshan programming decisions. 

By the time the state assembly elections 
rojled around three months later, Newstmck, 
a monthly video cassette news service, 
featured a ‘still photograph' showing two 
men withTathis’ beating a prone figure. This 
jQdeo coverage seemed to provide dramatic 
confirmation that Om Prakash Chautala’s 
February 27,1990 state assembly byelection 
in the Meham constituency was based on 
fraud and violence. The consequences 
reverberated through the Janata Dal, ewo- 
tuating in the (temporary) resignation of 
Chautala’s father, the then deputy prime 
minister Devi Lai and led to an Election 
Commission order to repoll the constituen¬ 
cy. The video and press coverage seemed to 
establish that he condoned or instigated state 
police complidty in the fraud and violence 
involved in the victory over his rival, Anand 
Singh Dangi." 

These episodes signal how the conduct of 
Indian politics, including electoral politics, 
is being transformed by the media. Formerly 
it was more a bottom up than a top down 
process; candidates or their surrogates 
travelled from village to village in jeeps, 
addressing local crowds by voice or loud¬ 
speakers. National issues were debated in 
parliament and discussed in the English and, 
to a lesser extent, the regional language 
press. But the literacy factor did constitute 
an obstacle to participation in there debates. 
IWo per cent of India’s population knows 
English, 65 per cent are illiterate National 
politics was, for the most part, an elite af¬ 
fair. Notable and caste ‘vote banks’ mediated 
national messages directed to locally situated 
voters. So too did a maze of layered and 
nested faction leaders, party managers and 
political entrepreneurs. 

The increasing prominence of the media 
has accelerated a trend away from locally 
based, bottom up politics, a trend that was 
already well launched before the 1989 elec¬ 
tions. Elsewhere 1 have discussed the shift 
in Indian politics from party-based cam¬ 
paigns, relying on local workers who approx¬ 
imate ward organisation, toward plebiscitary 
nmpaigning organised around simple 
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sonalRiet. Since 1971, when the link between 
national parliamentary and Hate assembly 
elections was broken, electoral waves (6 to 
9 per cent shifts in party vote shares) whip¬ 
ped up by nationally resonant slogans such 
as 'abolish poverty’, ‘restore democracy', or 
‘preserve national unity' have come to set¬ 
tle parliamentary elections. Then came 
audio cassettes featuring candidates' and 
leaders’ voice messages and party songs, 
followed by the spread of national television 
and video cassettes shown on portable 
VCRs. The collaboration of television, radio, 
and VCRs has clearly accelerated the shift 
from party-based campaigning to the ple¬ 
biscitary mode 


1989 Election and the Media 

Control of the means of public culture 
became an issue in the elections of 1989 in 
a number of ways. Rajiv Gandhi unsuc¬ 
cessfully tried to ride the media monopoly 
to victory. For the first time media autonomy 
became an issue in a national election; with 
the exception of the CP1(M) the manifestos 
of all major parties addressed the question. 

Rajiv Gandhi was India’s first TV prime 
minister, i e, he had TV access to a majority 
of the population, in 1988, TV coverage ex¬ 
tended to 62 per cent of the population, a 
result of Indira Gandhi’s determined policy 
of extending what she hoped would oe a 
reliable tool of mass persuasion and political 
influence. But it was not reliable. Rajiv 
Gandhi failed to capitalise on his opportuni¬ 
ty. To be sure, his electoral losses were to a 
large extent structurally determined by the 
seat adjustments of the opposition. These 
enabled his opponents to take advantage of 
the usual anti-Congress majority of approxi¬ 
mately 55 per cent. State control of the elec¬ 
tronic media might have helped him to over¬ 
come the opposition's structural advantage 
but in the event it did not. 

His partisan and inept exploitation of the 
state's television monopoly destroyed his 
credibility, a failure that was compounded 
by over-exposure. Doordarshan was mocked 
as ‘Rajivdarshan: Over-exposure produced 
boredom or indifference; lack of credibility 
produced disbelief or anger. The Nehru 
dynasty’s greatest asset, its political capital, 
was dissipated in a counter-productive 
display of monopoly power. Bhaskar Ghose 
who, as director of Doordarshan, had tried 
to give it sdhie credibility as a news organisa¬ 
tion, was superseded by the unprincipled 
K K Ifcwari, minister of information and 
broadcasting, for whom Doordarshan was 
an arm of the Congress Party’s election 
organisation. As India Tbday wrote: "From 
the prime minister’s office, G Parthasarathy 
and Mani Shanker Aiyar were calling the 
shots, but then came overkill. The irony 
is that television is what made Rajiv, it also 
unmade him. The message became the 
tedium... .”■* 

Dissatisfied with the rules offered for time 
on state television 11 for campaign broad¬ 


casts and without access to Doordarshan far 
TV commercials, the principal opposition 
parties and candidates turned to alternative 
means of comm unicating with voters. The 
media had long played a significant role in 
the politics of Andhra and Dunil Nadu 
where movie stars became chief ministers. 
For Sivaji Ganesan, N T Rama Rao, and 
M G Ramachandran, fifap notoriety paid off 
in political gains. Audio-visual techniques 
based on opinion research had worked for 
Ramakrishna Hegdc in 1985. Astonished at 
being beaten in the 1984 parliamentary elec¬ 
tion, he had called in Prannoy Roy and 
Titoo Ahluwalia of MAARG to. identify 
winning campaign themes. Kersy Katrak, 
then working for Dikaya, an ad ageticy, 
planned the marketing strategy. Hegde sur¬ 
prised election analysts when his then Janata 
Party won the assembly elections with suf¬ 
ficient seats to form a government. The era 
of campaign marketing with votes as the 
coin of the realm had dawned. 

The January 1988 Dunil Nadu state 
assembly elections inaugurated the video 
cassette era. In that election, the DMK turn¬ 
ed back Rajiv Gandhi’s effort to restore the 
Congress-1 as the leading party in Ifcmil 
Nadu’s state assembly. Both the Congress-1 
and the DMK relied heavily on video casset¬ 
tes shown on VCRs. In the ninth parliamen¬ 
tary election in November 1989, there was 
a scramble to make and use video cassettes. 
Video cassettes became a status symbol, a 
sign.of hi-tech political macho, a way of 
keeping up with the Joneses. 

Jain Studios in New Delhi, J K Jain pro¬ 
prietor, had the product and the service that 
every self-respecting politician and party 
thought they needed. It was Jain Studios 
that made the cassettes Rajiv Gandhi used 
in his Dunil Nadu bid in January 1988. Jain 
had originally gotten into the cassette mak¬ 
ing business to sell medical services and 
equipment. From there he went on to share 
in the huge advertising budgets for ‘mega 
issues’, the selling of shares to a mass 
market. 1 * Jain’s video raths, trucks equip¬ 
ped with generators and big screens, had 
helped Devi Lai defeat Rajiv's Congress in 
the Haryana state assembly election of 1988 
that, in retrospect, signalled Congress-l’s 
demise in north India. 

On the eve of the 1989 poll, all parties 
flocked to Jain’s. There was Bal Thackeray’s 
Shiv Sena (SS); its cassette featured ominous 
sounds, explosions, mushroom clouds, muti¬ 
lated bodies, consuming tongues of red fire, 
the gold and black of a predatory tiger (the 
SS’s symbol) stalking its prey. The subliminal 
message was communal: aroused Hindus 
were after Muslims. Devi Lai’s (Lok Dal, 
Haryana) cassette reversed the mood and im¬ 
age; he strolls to Haryanvi music in a serene 
bucolic setting, yellow mustard fields fram¬ 
ing his large, avuncular frame, village elders 
on a charpoy with hukka looking toward 
him. 19 A score of leaders, including N T 
Rama Rao, Ajit Singh, Subramaniam 
Swamy, and Chandra Shekhar paid for 
Jain’s service. 


Jain makes films for the BJP, his partft 
but insists that business is business just as 
medicine is medicine. “ ‘When I take out a 
patient's gall bladder I don't care whether 
he is a Hindu or a Muslim, from the 
Congress-1 or the BJP. Politics has nothinf'; 
to do with business or profession.” 20 Jain 
supplied video naths, trucks with genentotl; 
and big screens, from a national network of 
stations throughout India. The supply this 
time was limited but fully utilised. India 
Tbday estimates that Rs 10 crore was spent', 
on videos. 

However, it is by no means clear that video 
cassettes shown on VCRs had a positive ef¬ 
fect on the election result. In the absence of 
survey data or exit polls, we have to make 
inferences from known actions and out¬ 
comes. Heavy users were losers, or almost 
losers. Congress-I relied heavily on casset¬ 
tes in the 1988 Ifcmil Nadu assembly elec¬ 
tion but to little avail It again invested heavi¬ 
ly in video cassettes in the November 1989 
parliamentary election but lost badly in the 
Hindi heartland, where a plurality of votes 
and seats is located. Devi Lai was another 
big investor in video cassette campaigning 
in 1989, but unlike in the 1988 state assembly 
election, his party, the Janata Dal, did less 
well than his party colleagues in other states, 
in UP and Bihar, the future prime minister, 

V P Singh, campaigned without benefit of 
cassettes in the old fashioned way, moving 
from town to town and village to village in 
an old Contessa. 

In Maharashtra, the Shiv Sena’s use of 
video cassettes and VCRs did not pay off 
in the November 1989 parliamentary or 
February 1990 state assembly elections. The 
Shiv Sena expectation that it would be able 
to form the state government proved wide 
of the mark, when it gained only 51 of 288 
seats. Again, the big users proved to be the 
big losers. 

Does this prove that politicians (except for 

V P Singh) are not rational, that they don’t 
know what they are doing? I assume that 
many used the cassettes for the same reason 
that international powers engage in arms 
races, i e, acquire the same weapons as their 
opponents. Even if they do not have faith 
in this kind of campaign, they respond to 
the escalation of technology by acting on a 
worst case scenario and running scared. 

Media Autonomy? 

The struggle for control over the means 
of cultural production is carried on at the 
legal and institutional level by the contest 
over media autonomy. The ninth parliamen¬ 
tary election of 1989 put that question high 
on the nation's political agenda. The Janata 
Dal manifesto promised that within one year 
of the assumption of office it would 
establish autonomous corporations for radio 
and television under a parliamentary charter. 
They would be supervised by an independent 
board of governors. The BJP also pledged 
support to separate autonomous corpora¬ 
tions for radio and TV and said it would 
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consider whether states should have separate 
channels. Congress-I's low priority commit¬ 
ment to media autonomy was signalled 
by its claim that Doordarshan already en¬ 
joyed ‘functional autonomy’ under the 
Rajiv Gandhi government. The CPI, like 
Congress-i, gave autonomy low priority, and 
the CPI-M did not mention it. 21 

But what is autonomy and how can it Ije 
realised? Congress-I’s manifesto commit¬ 
ment to ‘functional autonomy’, i e. a renew¬ 
ed pledge that AIR and DD would be free 
to be objective and fair even while remain¬ 
ing under the financial, personnel and, 
ultimately, political, tutelage of the informa¬ 
tion and broadcasting ministry (hereafter I 
and B), lacked credibility. The era of 
‘Rajivdarshan’ was too fresh in public 
memory for the public to credit such a 
pledge. 

V P Singh's National Front government 
introduced a Prasar Bharati (Indian Broad¬ 
casting) Bill to elicit public opinion soon 
after being sworn in on December 2, 1989. 
The bill was to be debated and passed m 
May 1990 after parliament reconvened in 
March for its budget session. After l and B 
minister P Upcndra proposed, when intro¬ 
ducing the bill, that seminars and debates 
be held, a flood of criticism, commentary 
and suggestions foi alternative arrangements 
swept over the country. 

The 1989 Prasar Bharati Bill wa an 
amended version of one introduced in 1979 
by the then I and B minister, L K Advani, 
at the fag end of the Morarji Desai-led 
Janata government. It in turn was based on 
recommendations made by the B G Verghese 
committee. Flatly rejecting American style 
‘commercial television' as a sell out to 
private economic power and debasing 
consumerism 22 and ignoring for the most 
part arrangements in Germany, the bill 
turned to an archaic BBC model of an in¬ 
dependent public broadcasting corporation 
This was the model that Jawahailai Nehru 
had invoked in March 1948 when he lold the 
Constituent assembly that “My own view of 
the set-up for broadcasting is that we should 
approximate as far as possible to the British 
model of the BBC; that is to say, it would 
be better if we had a semi-autonomous cor¬ 
poration.” He went on to say that "Now I 
think that is not immediately feasible”. 21 It 
took 41 years 4>efore it was •seriously con¬ 
templated that broadcasting might cease to 
be a department of government. 

Notice that Nehru spoke of a 'semi 
autonomous' corporation. The Hindi ver¬ 
sion of the bill, Prasar Bharaii, left oul the 
word 'nigam' or corporation. “One wonders 
why the word ‘nigam’. . has been omitted”, 
Ishrat Farooqi asked when he pointed out 
that “the Hindi-knowing public also 
(should be made awarej that the elect ronic 
media is autonomous” by identifying it as 
a ‘nigam’, like the Life Insurance Corpora 
tion (Jeevan Bima Nigam) and the panoply 
of other putatively autonomous corpora¬ 
tions that dot the landscape of India's public 
sector. Even when .identified as a corpora. 


tion in Hindi as well as English, it has been 
extraordinarily difficult for allegedly 
autonomous public corporations to operate 
independently, i e, without continuous back¬ 
seat driving by secretaries to government and 
political interference by ministers. 24 

A broadcasting corporation’s warrant for 
autonomy can be distinguished from govern¬ 
ment of India corporations that produce 
goods and services by the special standing 
of freedom of information and expression 
mentioned in the Constitution and said to 
be entailed by the country’s commitments 
to liberty and democracy. A G Noorani, the 
noted constitutional lawyer and scholar, 
notes a marked improvement in this respect 
between the 1989 bill’s and the 1979 bill’s 
crucial clause empowering government to 
issue directions to ihe electronic media. 
Clause 23 ot A,ham's 1979 bill "made a 
mockery ot juionomy”: “ 'The central 
government mav from time to time, issue 
to the corporation such directions as it may 
think necessarv for the efficient administra¬ 
tion of this act. and a copy thereof shall be 
laid before cash house of parliament’ ” 
Compare this lo Clause 22 of Upendra’s 
1989 bill, which “confers limited powers for 
specified reasons..The central govern¬ 

ment may, from unit to time as and when 
occasion arise*.. issue to the corporation such 
directions as it may think necessary in the 
interest of the security of the state or parser 
vation of public older, requiring n not to 
make a broaden*! on a matter specified in 
the direction or make a broadcast on any 
matter of public importance specified in the 
direction.’ ” 

Vetoing a broadcast requires a finding that 
it will endanger state security or public order. 
Noorani faults the 1989 bill for not requit¬ 
ing thai such findings be made public. 
Requests by government to make a broad 
cast, til addition to being laid before each 
house of parliament, can be labelled by the 
corporation as so requested, i e, can be taken 
as government propaganda by viewers so 
inclined to do so Noorani goes further by 
suggesting that i( government wants to 
reserve the right of access to the media for 
matters it deem* of national oi state impor¬ 
tance it should do so m its own voice by itself 
making the announcement 

Finally, he believes that the track record 
ot the government of India with respect to 
the media requires something like the pro¬ 
vision in Ihe Australian Broadcast Corpora¬ 
tion Act ot 1983 which states that "'the 
corporation is not subject to direction by or 
on bchall ot rise central government' ”, 
Nooimu goes further when he warns 
that unless a constitutional amendment 
guaranteeing autonomy is enacted “the 
entire edifice of autonomy can be destroyed 
in a minute by a mere ordinance just as the 
Press Council was abolished in July 1975 
during the Emergency Ultimately, he con¬ 
cludes, “ .autonomy is a culture which law 
can only protect but not create. It can be 
cultivated only by the people!'” 


Perhaps so, but the people's represen¬ 
tatives, both elected and appointed, the 
politicians and the permanent government, 
have to share in that culture. Their interests 
and their habits militate against it. These are 
those who say that even if the Morarji Detai 
Janata government had not collapsed in July 
1979, the prime minister and others were not 
prepared to surrender what they perceived 
as a critical political resource in the short- 
run struggle against the Congress-I for the 
long-run collective good of freedom of 
information and expression. Nor would the 
IAS easily shed its confidence that, ultimate¬ 
ly, it knows not only what is best for the 
country but also knows best how to manage 
the country’s affairs, including information 
and broadcasting. 

Thus.it came as something of a surprise 
when Inder Kumar Gujral, speaking on a 
TV panel on December 5,1989, told viewers 
that “In my view ther? is no need for the I 
and B ministry. In the process of giving 
autonomy to radio and television, the 
ministry can be completely abolished!’ He 
spoke as a newly elected Janata Dal MP but 
before he had been sworn in as foreign 
minister in V P Singh’s cabinet and before 
the government had the benefit of advice 
and counsel from the permanent govern¬ 
ment. George Fernandes, another freshly 
minted MP and minister to be, seconded his 
suggestion and added that the new structure 
could be based on a western European 
model (presumably German, a system with 
which Fernandes is familiar] where the state 
owns the broadcasting corporations but does 
noi control them. 2 '’ 

By the time the government was formed, 
with P Upcndra as minister for information 
and broadcasting, the campaign euphoria, 
which included a pride of place for media 
autonomy, had been overcome by old habits 
and short-term political and bureaucratic 
interests The Prasar Bharati Bill, as we have 
seen, rev ived, w ith improvements to be sure, 
the 1979 bill While based on the Verghese 
committee report, the 1979 bill departed 
from the Verghese committee's recommen¬ 
dations in important respects. It did not vest 
responsibility lor broadcasting in an in¬ 
dependent Trust but tat her hovered between 
reiving on ‘function il autonomy’ in an I and 
B ministry ami the ‘autonomy' that public 
coropoiattons are alleged to enjoy. Nor did 
it provide for financial autonomy by adop¬ 
ting ihe financial procedute recommended 
bv ihe Verghese committee, a procedure 
designed to (tee the Trust from the regular 
budget (the consolidated fund) and the 
ministerial controls it entails. 27 

S S < ill!, a former DD director general and 
an IAS officer, cautioned in December that 
“the establishment of a corporation would 
not automatically safeguard the media... We 
have any number of government-owned cor¬ 
porations in India, and their chairmen and 
managing directors can be seen peram¬ 
bulating in the corridors of power!’ What 
was needed, according to Gill, was an 
independent spirit in the “over-all 
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, administrative culture'* of TV and radio and tjon to the election. The cultu ral content of from living concerns. If vers ions told by a 

• funding not subject to ministerial control the media was not an explicit issue in the typical village grandmother had been brood- 

from 1 and B or finance.® Bhaskar Ghose, election in the way that autonomy was. But cast they would not have pleased the critics 

another IAS officer who like Gill tried but the election did reveal the importance of either. One consequence of the TV mega- 

ultimately failed to practise autonomy as public culture— the symbolic realm of words serials, then, is the adaptation of the text to 

director-genera! of DD (and who was subse- and images—for how and with what success a new arena, the arena of public culture 

quentty appointed by the VP Singh govern- politics was conducted. Some held, for where values, metaphors and preoccupations 

raent as a joint secretary in the 1 and B example, that entertainment programming, can be standardised for national public 

ministry) was doubtful in early December including the mega-serials, enhanced the consumption. 

1989 whether short of abolishing the I and “Hindu" consciousness roused by the Ram This nationalisation of culture is having 
B ministry autonomy could be achieved. Janmabhoomi movement, 31 the movement important, transformatory effects on local 

What was needed, according to Ghose, was IO establish a temple commemorating Ram’s and regional variation. It is too early to 

a total break from the past. Procedures birthplace at the site of a tqosquc (the Babri generalise in pessimistic ways from in¬ 
hobble attempts at autonomy. “Any delega- Masjid). In this sense the great epics, the complete evidence, but there are signs that 

lion of power is followed by an economy Ramayana and Mahabhamta, contributed the sheer diversity of local and regional im- 

instruction [from the ministry] that makes to what some perceived as a heightened com- aginations that has been the source of India’s 

that delegation meaningless. For every single munal aspect to the campaign, perhaps even cultural richness is likely to fall victim to 

thing... Mandi House today has to get to the surprising success of the BJP. 33 national standardisation. Ann Gold tells us 

clearance from the ministry... you need the During the campaign, when N T Rama a story .from village Gatiali in Rajasthan, 

signature of the secretary of I and B...” Rao, chairman of the National Front, and Her correspondents report that in 1989 the 

Ghose added personnel and capital spending the then Tfelegu Dcsam chief minister of village decided not to perform its annual 

to financial control: '‘When Doordarshan Andhra Pradesh, erected in the centre of Ramayana, an event on which the village 

decided to recruit reporters during |my| New Delhi a giant cut-out poster of himself had collaborated intensively and which was 

tenure it had to get government approval m the guise of Lord Krishna, a part he had an element of its collective being, its con- 

every step of the way ...For every single piece played in a number of films, the Election sciousness of itself as a community. Why 

of equipment that Doordarshan needs to Commission ordered it taken down on the not? Because a number of the leading people 

buy, it has to go through the ministry!’ 211 grounds that it violated its rule against evok- had been watching the Doordarshan version 
Section 4 of the Prasar Bharati Bill pro- in « religious sentiments. 31 Similar rules do and were impressed by it. They feared that 

for a board of governors and section not affect what is broadcast on AIR and the local version might get it wrong, might 

13 for a broadcasting council, the first to be DD. There listeners and viewers can be made make a mistake! And besides, they and other 

in charge of appointments and policy, the “aware of the beliefs and practices of dif- villagers could watch it at home, isolated 

second to handle complaints. The provisions ferent religions”. Critics maintain, according before their sets, as a spectacular, rather than 

for nomination and appointment to and 10 p c Chatterji. that “so-called ’devotional put in the effort and resources required to 

removal from both bodies as well as the re- and ethical’ programmes have brought the mount what, by comparison, would be a 

quirement that the corporation prepare and Hindu religion in from the back door”. 34 rather moth-eaten version, 

submit its budget within the framework of The enormous success of the Ramayana and The potential effect of the mega-serials on 

the central budget (the consolidated fund) Mahabhamta series raises similar questions. Hindu identity might be predicted from 

and that its personnel be career governmentt There is wide agreement that the mega- Gatiali’s response. The process of stamping 
servants make it easy for government to serials based on the two great Hindu 33 out diversity and localism aids and abets the 

dominate the corporation’s activities. 311 If epics won unprecedented viewer attention. 3 * creation of a national Hindu consciousness, 

’functional autonomy’ within ’the i and B Entire towns were reported to come to a halt Students of comparative religion point out 

ministry has been abandoned as spurious at 9 ' 30 on Sunday morning when the that ‘Hinduism’ was, until yesterday, an 

and deceptive, the possibility remains that Ramayana was screened. Admiration was artifact of categorisation. It started as a 

indirect government control will continue Iess uniform than attention. For many foreign observer's category—for those who 

under the guise of autonomy. sophisticated viewers, the cardboard quality lived beyond the Indus. In Indian hands, it 

of the characters and their syrupy, simple also remained an observer’s category, an at- 

THE Media and Hindu Idf.nti ty sentiments seemed similar to those in I Love tribute ascribed to others by census officials, 

Lucy, a ‘foreign’ sitcom being screened at not a seif or personal identity. Religious 

In this concluding section i want to shift that time Some objected to the much praised identities, as several recent studies confirm, 

attention from control over the means of contemporaneousness of the Mahabhamta. took the form of being Ravidas, Kabir, 

producing public culture to its content. What Draupadi, for example, is used to articulate Dadu, Suidas'or Nanak panthis, of knowing 
are the meaning and consequences of what feminist sentiments; Ram voices environ- oneself as a Vaishnavite of the Vallabb- 

is being communicated? Like ‘autonomy’, mentalist views while wandering in the accharya sect (Gandhi) or a Lingayat 

meaning and consequences are being forest. (Karnataka), a follower of Narayanaswami 

contested. Yet in these respects, especially the guru (Kerala) or even of E V Ramaswami 

I want to specify and illustrate the con- anachronisms, the mega-serials were not so Naicker (Thmil Nadu). 37 When Tilak 

fiict over content by addressing three par- different from village and town per for- introduced a Ganapati festival, it spread 

ticular ways in which TV serialisations of mances by the local or touring companies throughout “Maharashtra” but did not 

the Ramayana and the Mahabhamta have that have kept the epics in public con- displace other local and regional festivals or 

been consequential. First, these incredibly sciousness for more than a thousand yean. sects. Religious identities were shaped too 

‘successful’ mega-seriais have sought to Such companies too have not always con- by what Diana Eck, Aan Gold 3 * and others 

interpret the epics in ways that make their ducted themselves in ways that would please call ’sacred geography’ a phenomenon that 

messages relevant for the times; second, they sophisticated consumers of high culture: I have witnessed in Rajasthan and Garhwal 

have begun to standardise the epics, i e, to They played to their audiences. In doing so, but that can be experie n ced throughout 

substitute a national for a large variety of they introduced language and ex am ples from India, the definition of space not only by-> 

regional and local versions; and third, they their time and context, bashing-unpopular holy, riven and mountains but also by the 

are playing a leading role in creating a local figures, telling jokes, including naughty location of particular deities and temples, 

national Hindu identity, a form of group ones about known person*) commenting on Groups of hundreds, sometimes t hou sands * 

consciousness that has not hitherto existed. the unjustness of the times. The Ramayana wal king on roods and byways, often 

Before taking up these consequences, a and the Mahabhamta are not museum carrying banners and accompanied by raths, 

word about the content of the media in reia- pieces, removed from daily U fe and isolated know who they are by where they are going. 
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Duentyyears tngny of us who studied 

India followed Robert Red field and Miltron 
Singer by conceptualising its culture in terms 
of great and little traditions, and the inter¬ 
actions between them. The great Sanskritic 
deities and the high culture textual tradition 
wcre.symbiotically linked to regional deities 
and the folk religion of village gods whose 
representations and rituals and histories were 
intertwined with local families, lineagts and 
localities. 39 Television had not weighed in as 
a new entrant in the creation and reproduc¬ 
tion of images and metaphors. Its effect has 
been toward creating a national Hinduism 
by homogenising and standardising what is 
seen, known and experienced. The process 
threatens to displace the myriad representa¬ 
tions that observers, both foreign and 
domestic, had mis-specified and reified as 
Hinduism. 

Some have argued that the emergence of 
a national Hindu identity automatically 
enhances communalism, the stereotyping 
and defaming of community differences that 
fuel polarisation, mobilisation and confron¬ 
tation. 1 am not so sure ’the “Hindu” con¬ 
tent of the mega-serials has not been explicit¬ 
ly communal. Rather it has approximated 
the folemant’ ethical stance that defenders 
of India's 'composite culture* claim is com¬ 
patible with India’s constitutionally defined 
secularism, the equal treatment of all 
religions and the freedom to practise than. 

But the mega-serials in conjunction with the 
outlook and practice of the Vishva Hindu 
Parishad and other ‘national’ Hindu 
organisations, opens the way contextually to 
communalise the series. The programmes 
may be making it possible for Hindu 
mobilisation and cultural transformation to 
occur. For example, the celebration of Ram 
in the Ramayana seems likely to hav? helped 
fuel the agitation to build a temple near (how 
near?) the Babri mosque (established in the 
Kith century by the first Mughal emperor, 
Babar) at Ayodhya. The shilanyas (sacred 
brick) movement associated with building 
such a temple at the Ram Janmabhoomi (the 
legendary birthplace of Ram) sparked 
widespread and severe communal violence 
in 1989 at Bhagalpur, Sitamarhi and 
Darbhanga in Bihar, Badaun in UP, Kota in 
Rajasthan, and Ratlam, Indore and Mhow 
in Madhya Pradesh. The intersecting of the 
mega-serials with the revivalism and fun¬ 
damentalism of national Hindu movements 
and politics is not only undermining and 
displacing the localism and diversity of 
religious identity. It has the potential for 
weakening the pluralist toleration and 
inclusiveness of pre-TV religious identity and 
esteem. 

Notea 

1 A journal. Public Culture, was launched in 
1988 with Carol Breckenridge and Arjun 
Appadurai as editors. The Centre for 
Transnational Cultural Studies, University 
of Pennsylvania, serves as the journal’s 
headquarters. 

2 1 am using the term in the structural sense 
employed by Arvind Singbal and Everett 
Rogers in their India's Information Revotu- 

*onotnfc and Political Weekly July II, 1992 


Hon, New Delhi, Sage Publications, 1989. 
The term ‘information society' integrates 
the insights of such seminal figures as 
Wilbur Schramm [1988] and Daniel Bell 
[1973,1976, 1979], Information workers, ac¬ 
cording to Singhal and Rogers, include 
computer programmers, newspaper 
reporters, teachers, secretaries, and 
managers. Thus journalism, education and 
management, each a ‘form of life* with its 
distinctive world view and vocabulary, are 
subsumed—counted—as aspects or sub-sets 
of the information society. (All quotes and 
glosses are from p 10.) 

3 Data on TV access, viewing and sets are 
from Singhal and Rogers (1989), chapter 3, 
‘The Television Revolution’, particularly 
Figure 3.1, ‘Growth in the Number of 
People Who Have Access to Television, the 
Number of People Who Watch Television, 
and the Number of Television Sets in India’. 
Source. Television in India! 1986). New 
Delhi, Audience Research Unit, Doordar¬ 
shan- Singhal and Rogers also tell us that 
“our present analysis is based primarily 
upon data gathered from a 1987 survey of 
1,170 adult respondents residing in three 
parts of India, from various surveys of 
Indian households made available to us 
through the courtesy of Operations 
Research Group (ORG), a market research 
company based in Baroda; and from our 
interviews with officials in I ndia’s television 
enterprise” 

4 Princeton, Princeton University Press, 1990. 
His argument is supported by survey 
evidence from 25 nations, with a substan¬ 
tial time series for eight of them. 

5 ‘..even in advanced industrial societies’, he 
writes, “religion not only outweighs social 
class differences as an influence on electoral 
behaviour..., but actually seems to be widen¬ 
ing its lead: While social class voting has 
declined markedly in recent decades, 
religious cleavages remain astonishingly 
durable”, Inglehart, Culture Shift, p 13, 

6 In Lloyd I Rudloph, ed, Cultural Policy m 
India. Delhi, Chanakya, 1984. 

7 In 1988, when Carol Breckenridge and 
Arjun Appadurai began to edit Public 
Culture, the subject became a matter of 
transnational scholarly attention. 

8 For example see James Clifford’s essay, “On 
Orientalism', in his The Predicament of 
Culture; Twentieth-Century Ethnography, 
literature, and Art, Cambridge, Harvard 
University Press, 1988, where he critiques 
Edward Said's Orientalism. New York, 
Vintage Books, 1979, in the context of 
Foucault and Derrida discourse analysis. 

9 As quoted in Melvin Richter, ‘Reconstruc¬ 
ting the History of Political Languages: 
Pocock, Skinner, and Ihc Gcschichtliche 
Grundbegriffe', History and Theory, No i, 
1990, p 55 

10 For more on following a rule, see Peter 
Winch’s The Idea of Social Science. Winch’s 
account is based on Wittgensteinian con¬ 
cepts such as ‘form of life’. 

11 Trollope's PhinaeusFinn contains a telling 
account of how the existence and slant of 
press coverage can be used at one and the 
same time to advance a cause and make 
money. 

12 ‘Was Trust Betrayed?’ Friendly’s review of 
Janet Malcolm, The Journalist and the 
Murderer' in New York Times Book Review. 
February 25, 1990. 

13 The ad ran for 22 days before the late Lee 
Atwater, later Republican Party chairman 
and the then campaign chairman, derided, 
in the face of widespread complaints of 
racism and irresponsibility and an assess¬ 
ment that the public response might be los¬ 
ing more votes than it was winning, to order 


the Roger Aiks concoction withdrawn a few 
days before the campaign dosed. For an ac¬ 
count of the ‘new' campaigning, see the 
four part series. The Double with Politics’, 
New York Times, March 18-21, >990, star¬ 
ting on page 1. 

14 Daniel Bell, The Coming of Post-Industrial 
Society. New York Bask Books, 1973, p 313. 

15 According to India Abroad of March 9, 
1990, “The February 27 by-election caused 
a major crisis for the nascent Janata Dal 
government of V P Singh at the centre and 
triggered a chalh reaction in the state when 
four ministers including ChautaU’s younger 
brother, state agricultural minister Ranjit 
Singh and eight party legislators quit their 
posts to protest against rigging of the elec¬ 
tion and the violence that followed it”. India 
Abroad continued: “As if the political crisis 
itself was not enough, a section of the state 
police revolted against its misuse and 
resisted attempts to disarm them. By the 
weekend, the revolt of the policemen 
showed signs of subsiding but not the 
political crisis with near unanimous demand 
from within the Janata Dal and the opposi¬ 
tion for the resignation of Chautala” 

16 India Today. January 15, 1990, p 43. For 
a comprehensive treatment of AIR and DD 
see former director-general of AIR and ‘in 
charge' of Doordarshan P C Chatterji’s 
Broadcasting in India. New Delhi, Sage 
Publications, 1987. 

17 Scripts were to be submitted in advance and 
de facto censored; for example, the word 
‘Bofors could not be used. For more on 
this, see Victoria Farmer, ‘The Limits of 
Image-Making: Doordarshan and the 1989 
Lok Sabha Elections', University of 
Pennsylvania, 1990 

18 “The mega-issues fever; the Rs 4,000 crore 
mop-up operation means cunning strategies 
to lure the investor ...” Sunday Observer, 
October I, 1989. Here is what Clea, a 
veteran of 86 issues in the last four years 
did for Essar. “They packed a marketing kit 
comprising a video cassette about the com¬ 
pany and us future, banners, literature, 
brochures, forms and a readymade 
question-answer proforma and sent it to 
10,000 banks in semi-urban and class II 
towns. Five vans with Essar officials toured 
Gujarat, distributing forms and publicity 
material calling the villagers to invest in 
their future. Over 500 cinema houses in 
rural and scmi-rural areas projected details 
of Essar‘s plans and future prospects on the 
big screen. Says P Venugopal, the brain 
behind Clea, ‘What we did was to try to 
educate the villagers and small [owners in 
whai exactly was a public issue, what was 
investing, where to invest and how to invest. 
It was more than a sales gimmick. It was 
an educational exercise for us?' 

19 Susanne Hoebcr Rudolph viewed cassettes 
at Jain Studios, New Delhi, October 1989. 

20 Jain Studios: Video Vision’, India Tbday, 
November 15, 1989, p 23. 

21 Quoted by S Nihal Singh in ‘Promises to 
Keep', India Today, December IS, 1989, 

22 In January, soon after the Prasar Bharati 
Bill was introduced, B G Verghese told India 
Today (January 31, 1990) “Commercial 
channels dish out rubbish. It would be a 
perversion" 

23 Quoted in Ishrat Farooqi, 'Autonomy for 
Electronic Media: Some Suggestions’ 
Mainstream, Vol XXVH1, No 23, March 31, 
1990, p 20. 

24 For the difficulties involved in operating 
public sector corporations independently 
see Lloyd I Rudolph and Susanne Hocber 
.Rudolph, In Pursuit of Lakshmi; The 
*Political Economy of the India State, 
Chicago. University of Chicaao Press, 1987, 
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particularly pp 20-33 and the literature died 
there and Appendix A, 403-406. 

23 A G Nootuni, ‘Freedom in the Air New Bill 
Does Not Gi/ Far Enough', The Statesman 
Weekly, January 20. 1990, Indian Express 
(New Delhi), December 3, 1989, p 9. 

26 An account of the programme, including 
glosses of the GujraJ and Fernandes 
remarks can be found in the Indian Express 
(New Delhi) of December 6, 1989, p 2 

27 Verghesc, in an interview on December 2, 
1989, compared the Financial independence 
he envisaged to that enjoyed by the Supreme 
Coun and State High Courts. They "... de¬ 
pend entirely on funds voted by parliament, 
yet the judiciary is expected to maintain uv 
independence", ‘DDand AIR. A Blueprint 
for Autonomy’, Indian Express. December 
3, 1989, p 9 

28 ‘TV-Radio Autonomy Promised', India 
Abroad, December D, 1989, p 15 

29 ‘DDand AIR, A Bluepunt for Autonomy’, 
Indian Express, December 3, 1989, p 9 

30 See Farooqi, ‘Autonomy ' Mainstream. 
Vol XXV1I1, No 23, for details on provi 
sions for appointment, removal, finance 
and personnel. .According to S Nihal Singh, 
the noted joui nalist, "The era of ‘autonomy’ 
does not impress those working in Dooi 
darshan and AIR .. How will the change 
in structure help if the vice-like grip of the 
babu culture remains intact 1 Ineuirmg 
expenditure has to go through a labyrinthine 
obstacle race with financial officers, 
unaware of the finer points of broadcasting 
and telecasting, sitting in judgment W hen 
experts and programme producers do not 
have the freedom to spend money, how will 
autonomy improve matters''” ‘A l imited 
Autonomy', India Today, January 31, 1990, 
p 47, For a longer version of Nihal Singh's 
sceptical view see, in the same number, 
‘Media Autonomy; A Fetleied Freedom'. 

31 See ‘The Dharma Campaign; Will the new 
Hindu Militancy Decide (he Outcome of the 
Elections?’ Sunday, November 5-11, 1989, 
pp 23-29 Also, in the same issue, anoiher 
‘Election Special’, "Ihc BJP's new ag 
gressiveness; the party's assertion of 
Hindulva, or a Hindu identity, has taken 
on greater stridency of laic', pp 30 34, Frans 
H P M Janssens’s 'Sacrifice for Unity The 
Ekatmauyajn<i of the Vishva Hindu 
PBrishad’, paper presented at the ilth 
European Conference on Modern Souih 
Asian Studies, Amsterdam, 1990, provides 
a superb account and analysis of the 
background for the Ayodhya movement It 
analyses a decisive momeni in ihe develop¬ 
ment of the VHP. “The unexpected and 
widespread success in 1983 {after the 
Meenaksheepuram conversions—see below] 
of its nationwide processions as a ‘sacrifice’ 
for unity”, Janssen writes, “could be 
explained by its use of supra sectarian sym¬ 
bolism, accepted and understandable to all 
Hindus: the sacrifice (yajna), the pilgrimage 
(yatra), the pitcher (kumbh) with Ganges 
water (gangajal) and the image of Mother 
India (Bharat mala)". “The network', he 
continues, ‘established by the processions 
and the funds raised, paved the way for fur¬ 
ther agitations, focusing on the ‘liberation 
of Ram's birthplace' in Ayodhya, thus 
intensifying tlie Hindu-Mushm conflict and 
no doubt substantially conn ibutmg to the 
electoral victory of the Bharatiya Janata 
Party in 1989”, p 1 

Another remarkable study of the background 
for the rise of Hindu consciousness is Philip 
Lulgendorf s The Lfr of a Text: Perform 
ing the Ramcantmanas of Tulsidas, Berkley, 
University of California Press, 1991. 
Particularly relevant for the rise of Hindu 
consciousness in contemporary India is his 
Chapter 6, ‘The Tfcxt in a Changing Society’, 


particularly the sections on The Rise of the 
Eternal Religion', 'The Politics of Ramrm’ 
and ‘Cracks in the Mirror’. 

Abdul Malik’s Conversion to Islam 
Vntouchables' Strategy for Protest, 

Chambersburg, Rmnsytvama, Anima Books! 

1989, a unique account of the conversions 
hi 1983 ai or near Meenaksheepuram, Tamil 
Nadu, analyses, inter alia, the response in 
Northern India that included the founding 
and rise of the VHP. 

See also ‘Confessional Politics' in l.loyd I 
Rudolph and Susanne Hoebcr Rudolph, In 
Pursuit oft akshmt, The Political Econnmv 
<J 'be Indian State. Chicago, University of 
Chicago Press, and Bombay, Orient 
l ongnian. 1987, pp 36-17 

.32 Those surprised included M R Malkani, 
cdilor ol lhe BJP weekly. Organiser He 
warned B.IP enthusiasts not to be deluded 
by the jump fiom 2 to 88 scats The BJP 
did remarkably well, but not that well Its 
vote may have doubled he inferred Irom a 
previous national base of about 8 per cent 
imuch higher of course in certain Hindi 
heartland states) to a new national level ol 
16 jver cent Many-- -as much as hall—ol us 
88 seats were an artifact of seat adjustments 
that forced those who wanted to-vole 
against Rajiv (iandhi and the Congress I 
and/or wanted to vote lor V P Singh and 
the Janata Dal to cast their ballots BJP 
candidates One constituency in Delhi, the 
other the Jaipur constituency, that I visited 
in early Dev ember 1989, a week or so after 
polling, revealed this pattern ol response 

33 Chicago Tribune. November 16, 1990 
Below the giant Rama Rao Krishna tn 
Devanagrt appeared ‘Congress hatao, Desh 
bachao’ (Down with Congress, support the 
country]. 

34 Chalterji, Broadcasting, p 136 

35 See footnote 38 below for questioning the 
appellation 'Hindu'; whose discourse u is, 
is a question ai issue. 

36 In ihe words of India Today of Januaiv 31. 

1990, “an incredible 115 million people arc 
following ihe serial [Mahabharata], a 
vieweiship ol virtually 91 per cent" 

Appreciation " cuts across all barriers of 
religion, creed and age because it centres 
around the most common cause of family 
dispute—propei ty", p 54. 

37 For the importance of local sams and gurus 
for religious identity see Karine Schotncr 
and W H McC leod. The Sants Studies in 
a Devotional Tradition. New Delhi. 

Banarsidav, 1987, and lohn Stratton 
Hawley and Mark Jurgensmeyer, Songs of 
the Samis. New York, Oxford University 
Press, 1988 

38 Under the heading ‘Piligrtmage and I and- 
scape'. Diana t-ck writes- “ I he entire land 
of India is, to the eyes of Hindu pilgrims, 
a sacred geography " p 65. Her intention 
in the extended passage that follows is to 
show how India’s symbolic or sacred 
geography “constitutes what Hindus mean 
by ‘India”, while mine is to highlight the 
importance for religious identity of local 
deities, shnnes and temples. Darsan; Seeing 
the Divine Image in India. Chambersburg, 

P A, Anima Books, 1985. Ann Gold’s Erud 
ful Journeys, Berkeley, University ol 
California Press, 1989, reveals how 
pilgrimage defines the religious identity of 
village women in Rajasthan. 

39 See Hermann Kulkc, ‘Jagannatha as Ihe 
State Deity under the Gajapatis of Orissa', 
and ‘Royal Temple Policy and the Structure 
of Medieval Hindu Kingdoms' in A 
Eschmann, H Kulkc, and G C Tripathi 
(eds). The Cult of Jagannatha and the 
Regional Tradition of Orissa, Delhi, 

Manohar, 1978, pp 199-206 and 123-137. 
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First Congress Ministry and Labour 

Struggles of Textile Mill Workers in Coimbatore, 1937-39 

C S Krishna 

The formation of the first Congress ministry in 1937 was greeted with great enthusiasm all over the country. The 
party’s election programme together with the Karachi Resolution of 1931 with its promise of fundamental rights 
to people had raised the hopes and aspirations,of all sections of the population including labour. Expectations 
of the mill workers in Madras and Coimbatore were high. 

Against this background this article examines the struggles of textile mill workers between 1937-39 drawing 
out the differences in approach of union leaders to the issues and the role of the Congress ministry. 


I 

Introduction 

THE formation of Congress ministries was 
hailed as a “big step forward for the national 
movement”.' Was it also a big step forward 
for the labour movement? It is generally held 
that trade unionism registered a growth 
during this period. The late CPI(M) leader 
P Ramamurti pointed out that “in Madras, 
a spate of strikes in the organised industries 
broke oUt”. 2 The late CPI leader ASK 
Iyengar also found that there had been 
numerous strikes in the Madras Presidency.’ 
P Ramamurti opined: “During these 30 
months, civil liberties wcie expanded. 
Securities taken from newspapers were 
returned and the press functioned freely”.'* 
_ But the Congress “refused to lift the ban on 
the Communist Party of India!' 1 “Though 
the ban on the Communist party remained, 
since it was imposed by the central govern¬ 
ment and could only be lifted on its orders, 
the communists could in effect now func¬ 
tion freely and openly in the Congress pro¬ 
vinces.” 6 Therefore the political climate was 
conducive for the growth of trade union acti¬ 
vities in the Madras Presidency The 
distinguised historian Bipan Chandra and 
his associates write: “The Congress 
ministries adopted, in general, a pro-labour 
stance. This basic approach was to advance 
workers’ interests while promoting industrial 
peace, reducing the resort to strike as far as 
possible, establishing concilial ion machinery, 
advocating compulsory arbitration before 
resorting to strike, and creating goodwill bet¬ 
ween labour and capital with the Congress 
and its ministers assuming the role of inter¬ 
mediaries, while, at the same time, striving 
to improve the conditions of the workers and 
secure wage increases." 7 “The victory of the 
Congress candidate, the mill supervisor N G 
Ramaswamy Naidu over Basudev, Justice 
Party candidate in the 1937 Madras Legis¬ 
lative Assembly elections and his subsequent 
work for the Labour gave a great boost to 
the labour movement in Coimbatore!'* 
Hence academic and non-academic activists 
(both the moderates and radicals) hold the 
view that trade unionism registered a major 
advance during this phase 
This analysis of the strike movement in 
Coimbatore district is an enquiry into these 
widely held assumptions and articulations. 


1 he strike movement in Coimbatore district 
merits careful arid extensive exposition and 
analysis 

II 

First Congress Ministry: 

July 1937 to September 1939 

The British parliament passed the Govern¬ 
ment of India Act of 1935 in August 1935 
Both the Lucknow and Fa/iabad sessions of 
the Indian National Congress (INC)decided 
to participate in the elections under the act. 
In the middle ol 1936 the All India Congress 
Committee (AlCC) issued the election 
manifesto and it was ratified by the Fai/pur 
session of the Congress. The manifesto said 
in regard to workers 

In regard to industrial workers (he policy 
of ihe'Congress is m secure to ihcm a decern 
standard of living, hours of work and con¬ 
ditions of labour :n conformity, as far as the 
economic conditions in the country permit, 
with international standards, suitable 
machmeiy for the settlement of disputes 
between employers and workers, protection 
against the economic consequences of old 
age, sickness and unemployment and the 
right of workers to form unions and to strive 
for the protection of their interests 

The Congress has already declared that it 
stands lor the removal of all sex disabilities 
whether legal or social or in any sphere ot 
public activity It has expressed itself in 
favour of maternity benefits and protection 
to women workers. The women of India have 
already taken a lending part in the freedom 
struggle and the Congress looks forward to 
their sharing, in an equal measure with the 
men of India, the privileges and obligations 
of a free India.. v 

The propaganda machinery was geared up 
in all the provinces. The Congress leaders 
conducted election tours in every pan of the 
Madras Presidency throughout October and 
November 1936. 10 Nationalist leaders, S 
Satyamunhy, C Rajagopaiachari, Vallabhai 
Patel and Jawaharlal Nehru carried on an 
effective propaganda throughout the length 
and breadth of the Madras Presidency. “In 
this election campaign no leader attracted 
a larger audience and none produced a 
greater impression than Pandit Jawaharlal 
Nehru, who arrived in Madras on October 
S, 1936 and immediately afterwards started 


on a whirlwind tour of the Tamil Nadu” 11 
Nehru asked the people to vote for the Con¬ 
gress and he categorically stated that “the 
Congress was working for independence and 
that, once independence was granted, the 
problem of poverty and unemployment 
could be solved by introducing socialism in 
the country”. 12 

There was massive response for the elec¬ 
tion campaign. Moreover there was cordial 
co-operation between the AH India Tfade 
Union Congress (A1TUC) and INC on the 
election contests.” The former lent 
wholehearted support to the Congress. The 
AITUC did not contest elections to all 
special labour seats in the Madras Presiden¬ 
cy. 14 Out of the four million voters in the 
Madras Presidency, two-thirds voted for the 
Congress.” The party secured 159 of the 
215 seats in the legislative assembly and 26 
of the 46 seats in the legislative council. 1 * 
A 10-member Congress ministry under the 
premiership of Rajaji assumed power on 
July 14, 1937 in the Madras Presidency. 11 V 
V Gtri a veteran trade union leader became 
the minister for labour and industries. 11 

The formation of Congress ministries was 
greeted with great enthusiasm by the peo¬ 
ple all over the country. The election pro¬ 
gramme of the Congress coupled with the 
Karachi Resolution of 1931 19 raised the 
hopes and aspirations of the people. South 
India was no exception. The expectations of 
factory workers, whether in Madras or 
Coimbatore were high. 

Ill 

Textile Mills in Coimbatore 
District 

Coimbatore, an inland district in the 
southern part of the Peninsula, is bounded 
on the north by the Karnataka and SataA 
district, on the east by Salem and 
Tiruchirapalli districts, on the south by the 
Madurai district and Kerala, and on the west 
by Kerala, the Nilgiri district and 
Karnataka. 2 " It is the most highly in¬ 
dustrialised district, a leading textile centre 
“comparable only to Bombay and 
Ahmedabad”. 21 Abundant growth of cotton 
is largely responsible for the development of 
textile industry. And this industry was set up 
around Coimbatore. 22 There were only four 
mills in Coimbatore in 1919, but the number 





increased to six in 1929, eight in 1932,20 in 
1937 and 29 m 1939. a By the late 1930s the 
district, especially in and around 
Coimbatore town became a leading in¬ 
dustrial centre in India. The local Indian 
capital began to expand rapidly in the 1930s 
mainly outside the town limits in the dry 
lands north and east. 14 Coimbatore, an in¬ 
significant mill centre until after (he first 
world war, emerged as a major urban centre 
in Ihmil Nadu, distinctly industrial in 
character and structure. 

Most of the Coimbatore mills were owned 
and managed by Indian capitalists. 15 The 
kamma naidus, descendants of the peasant- 
caste of THugu-speakers from Andhra 
Pradesh who had settled in Coimbatore dur¬ 
ing the 16th century were the main local 
entrepreneurs. 24 Some of them were involv¬ 
ed in growing dry crops, including cotton, 
on the large cotton belt in the ‘taluqs’ of 
Coimbatore Palladam and Udamalpet. 
Those involved in cotton trading and some 
of the wealthier peasants set up cotton 
ginning plants in and around Coimbatore 
and finally diversified into cotton milling. 1 ' 
Some of these landholders and businessmen 
invested heavily in the Coimbatore textile 
industry in the 1920s and 1930s. Though in¬ 
dividuals of other castes like the nattukottai 
chettis, brahmins and the local peasant caste, 
the gounders established mills, the most 
numerous were the kammas. M 

But the labour force was drawn from 
diverse castes and socio-economic back¬ 
grounds. There was no scientific system of 
recruitment. The exact caste composition of 
the working men and women is not avail¬ 
able. The gounders, the predominant local 
agricultural caste, the naidus, numerically 
small agricultural caste, the chettis, un¬ 
touchables, Muslims, Christians and nairs 
from nearby Malabar were all represented 
in the textile mills of Coimbatore district. 
Moreover, labour was cheap outside the 
town where the mill-owners could bank on 
a mass of poor agriculturists, landless 
labourers, small traders, village servants and 
unemployed hand-weavers. In the 1930s the 
strength of the mill workers was 23,727, 
about a third of whom were women. 2 * 
Their working and living conditions inside 
and outside the mill premises were 
deplorable. 

The mill-owners were indifferent to such 
a sorry state of affairs; they showed little 
interest in their workers as human being. 
They made little effort to introduce welfare 
schemes to ameliorate the worsening work¬ 
ing conditions. The Coimbatore workers did 
not accept these conditions meekly. They 
made serious attempts to organise and resist 
the autocratic and unsympathetic mill- 
owners. The conflict between indigenous 
capital and indigenous labour was acute and 
growing in the 1930s. The history of 
Coimbatore labour during the 1930s 
was “one of bitter struggle—militant 
workers opposed to intransigent, ruthless 
employers”. “ 
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IV 

Struggles of Textile Mill 
Workers, 1937-39 

The early 1920s saw the rise of the labour 
force in nationalist politics. It was on 
April 27, 1918 that'the Madras Labour 
Union was formed by B P Wadia, Thiru Vi 
Ka and others. 11 The Madras Labour 
Union owed its birth to the combined efforts 
of the Home Rule Leaguers and Congress 
propagandists. 12 N S Ramaswami 
Ayyangar, a Congressite led heroic struggles 
of the Coimbatore mill workeis in the 
1920s. 11 Though details are lacking, it is on 
record that the 1920s witnessed establish¬ 
ment of labour unions by workers of almost 
every kind in south India. 14 In the 1930s— 
especially after 1934—the struggles of the 
mill workers entered a qualitatively different 
phase. For it was in 1934 that radicalism 
found its concrete expression in the forma¬ 
tion of the Congress Socialist Party (CSP). 
It transformed Coimbatore into a centre of 
militant trade unionism especially between 
1937 and 1939. A close examination of the 
strikes and strategies of leaders is not out 
of place, here. 

Strike Movement in 1937 

During this period there was an increase 
in the number of strikes. “Labour was con¬ 
siderably more unsettled in the year under 
review (1937) than in the previous year (1936) 
and there were 68 strikes against 22 in 
1936!’ 15 Retrenchment of half the workers 
in the spinning department of the Lakshmi 
Mills, PappanaickenpaJayam as a result of 
the introduction of new machinery from 
Japan led to a crisis in September 1937. 16 
The workers resented the increase in work 
load. The secretary of the Socialist Workers’ 
Union took up the issue and requested the 
management to allow the workers to look 
after only one side of the spinning frame. 
There was no immediate response from the 
management So 33 workers downed tools 
and staged a walk-out on the night of 
September 21, 1937; and the next day, ranks 
of strikers swelled. 17 The management in¬ 
dulged in a futile exercise of crushing the 
workers' struggle by enlisting the co¬ 
operation of the workers from Rajalakshmi 
Mills. But the workers of (he Rajalakshmi 
Mills also struck work, seeking redressal of 
their long-standing grievances like over¬ 
work, poor wages and the unbearable at¬ 
titude of the ‘maistries’. 1 * This strike took 
place between September 22 and September 
28, I937. 1 * 

The management of the Lakshmi Mills 
was cowed down and they entered into an 
agreement with the Socialist Workers’ Union 
on September 23, 1937. Accordingly the 
management agreed not to victimise or to 
demand a written apology from the workers 
who were now allowed to look after only one 
side of the spinning frame 40 On the whole 
the settlement was favourable to the mill 


workers. But this negotiated peace was a 
short-lived one 

Conflict surfaced again—this time in the 
form of opposition to the instruction of the 
management to doffing boys (aria boys) to 
do the cleaning work on the machines while 
they were in operation. Mindful of the con¬ 
sequences, 40 doffing boys along with other 
workers staged a walk-out. The workers of 
the carding department resented the reduc¬ 
tion in the number of workers from 32 to 
23. They joined the doffing boys and struck 
work demanding more workers and higher 
wages. 41 The majority of women workers in 
the reeling and mixing departments joined 
hands with the strikers, protesting against 
the unbearable attitude of the women 
maistries. 42 The workers sank their sec¬ 
tionalism, i e, differences based on technical 
skills, and rose as one against the unjust 
management. 

The Socialist Workers’ Union intervened, 
gave concrete shape to the programme of the 
striking workers and was in communication 
with the management. Jeevanandam 41 and 
S VOhate 44 arrived from Madras to help 
the strikers. They tried to arrive at an 
amicable settlement but in vain. So strike 
committees were formed and relief measures 
were undertaken. Meanwhile sympathy and 
financial help came from workers of various 
mills like Ranga Vilas, Radhakrishna, 
Pioneer, Janardhana, Saroja and also from 
the public. 45 

The leaders in consultation with the strik¬ 
ing workers framed a list of demands and 
addressed it to the management for an early 
settlement. The demands were; 46 (i) No vic¬ 
timisation of workers, (ii) Discontinuance of 
the practice of forcing workers to look after 
two sides of the spinning frame, (iii) A for¬ 
mal permission to women workers to leave 
the factory five minutes before the closure 
of the day shift, (iv) Six weeks’ leave with 
pay for pregnant women, (v) Higher wages 
for workers who were looking after higher 
counts, (vi) Wages to doffen from the date 
of joining, (vii) Nine hours’ work as per the 
Factories Act, (viii) Provision of docks in 
every department and regular intervals. In 
addition to the demands the union asked the 
management not to compel the half-siders 
.to look after three-fourth and three-fourth 
to full side. They further asked for cor¬ 
responding increase in wages for workers in 
all departments who looked after other 
works, carrying higher wages during the 
absence of those workers. 

The strike movement gathered momen¬ 
tum. Regular meetings were held. Jeevanan- 
dam addressed the worken on September 29, 
1937, advised them to stand together and not 
to yield till all the demands wemnet by the 
management. There was a move for a 
general strike of workers of all mills in 
Coimbatore. Meanwhile the management 
began recruiting blacklegs. There were 
dashes between the peaceful picketeen and 
blacklegs. Hooligans hired by the manage¬ 
ment assaulted Ramaswami Naidu, the 
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(•hour leader, on hi* return from a mcctinf 
at Puliakulam on October 4, 1937. 47 Thi* 
sent shock-wives among the workers and 
tiieydispbyed splendid solidarity and stayed 
away from the mills in large numbers. The 
strike took a militant turn on October 5, 
when the workers, including many women, 
pulled out the blacklegs from a lorry and 
damaged it completely. The management 
immediately announced a lock-out the next 
day . 41 

Eventually intervention of V V Oiri, 
minister for labour and industries saved the 
worsening situation in the mill. The manage¬ 
ment conceded the demands of the workers 
and reopened the mill on October 12, 
1937. 49 But it refused to pay the wages for 
the strike period, and agreed to pay the 
bonus for regular attendance for both the 
months of September and October as a 
special case . 50 On the evening of October 
11, 1937—the day of the settlement—a huge 
public meeting was organised in which Giri 
explained the terms of settlement and re¬ 
quested the workers to go back to duty im¬ 
mediately. Moreover, he enthused the work¬ 
ing men and women, asked them to join the 
Indian National Congress and to set up 
sound trade unions . 51 

This strike was a successful one in which 
the workers emerged stronger. It was not on¬ 
ly over question of wages but also over the 
right to form unions that the workers had 
fought and won. They began to resist any 
ill-treatment, delay in payment of wages and 
other improper activities of the millowners. 
It was not just a male movement, for several 
women actively co-operated with the strik¬ 
ing workers. 

A strike in the Sarada Mills on October 
27, 1937 on the issue of Deepavali bonus 
spread rapidly to all the other mills. The 
workers of Sarada Mills requested the 
management to pay bonus on October 23. 
The latter was willing to give 'dhothies' as 
Deepavali gifts but not a bonus. So 
Jaganathan, a union activist encouraged the 
workers to resort to strike. His appeal was 
so powerful that all the workers in the night 
shift struck work . 52 

The Socialist Workers’ Union stood in the 
forefront of the struggle and chalked out a 
charter of demands which consisted of bet¬ 
ter wages and better working conditions. The 
efforts of the collector of Coimbatore to 
settle the dispute bore no fruit . 53 Leaders 
like Ramaswami Naidu and Jaganathan 
mobilised the workers and posed a challenge 
to the mill owners. The workers of the 
Coimbatore Cotton Mills were dissatisfied 
with the bonus given by the management 
and struck work after receiving the bonus 
on October 28, I937 . 54 The labourers of the 
Coimbatore Spinning and Weaving Mills 
staged a walk-out the same day on the above 
issue . 55 In the next few days the strike wave 
spread to other mills. By October 31 more 
than 10,000 workers of the 10 mills in the 
towns, Kurichi, Singanallur, Uppilipaiayam 
and Fedamedu resorted to strike . 56 Women 


workers of the mills threw in their lot with 
the striking men. 

The solidarity of the workers was reinforc¬ 
ed by regular meetings. The socialists con¬ 
ducted processions through the main streets, 
carried red flags with the hammer and sickle 
emblem, preached doctrines of socialism, 
shouted communist slogans and picketed the 
mills . 57 They threatened that if the police 
resorted to repressive measures, they would 
be dismissed by their ministers . 51 Yet the 
police assaulted peaceful pickets and warned 
them with serious consequences if they did 
not go back to duty . 59 But with a few excep¬ 
tions, the strike was peaceful. 

Meanwhile the mill owners brought pres¬ 
sure on V V Giri, asked him for an assurance 
of sufficient safeguards against such strikes 
and warned him that any future strike would 
entail closure of all the mills for a period 
of three months. On November I, Giri came 
to Coimbatore, interviewed both the mill 
owners and the representatives of workers 
and visited some of the mills. In the even¬ 
ing he addressed a largely attended meeting 
of the workers and declared that the govern¬ 
ment strongly disapproved strikes when 
other available methods of representation 
had not been exhausted. On November 3, 
the government of Madras, in a press com¬ 
munique, assured the workers that the 
government would enquire into their 
demands and advised the mill owners to 
reopen the mills without any victimisa¬ 
tion . 60 Ramaswami Naidu and other Con¬ 
gressmen approached the mills and advised 
the workers to return to work. 

But Jeevanandam and his associates asked 
the workers to continue the strike till all their 
demands had been fully met . 61 The workers 
in seven of the 10 mills went back to duty 
on November 4, 1937 62 The communist- 
contft>Ued workers of the Coimbatore 
Spinning and Weaving Mills, Somasundara 
Mills and the Kaleeswarar Mills rejected the 
advice of Giri and other Congressmen and 
refused to resume work . 63 The Mill 
Workers’ Union prepared a list of demands. 
They were: the reinstatement of all the 
dismissed workers during and before the 
general strike, recognition of the mill 
workers’ union, 50 per cent increase in wages 
in all departments, security of service as tn 
the case of government employees, one 
month wages as bonus, same pay to women 
workers doing the same work in the same 
department as men and other facilities like 
casual and sick leave; free housing and good 
drinking water facilities . 64 If the mill 
owners were agreeable to meeting the above 
demands, the Socialists advised the workers 
to resume work. The strike committee was 
very particular about achieving three 
demands, vi i, the reinstatement of all the 
dismissed workers, one month wage as 
bonus and 50 per cent increase in wages. The 
union was willing to refer the rest of the 
demands to a board of arbitration with 50 
per cent representation for workers and insis¬ 
ted that the board should declare its find¬ 
ings within three months . 65 


The Mill Owners Association began to 
adopt ‘carrot and stick' policy. Aoeor£n| to 
its instruction, if all the workers start work- ; 
ing ’unconditionally’ by November 10, they 
agreed to club their regular attendance 
bonus with pay, subject to deductions for . 
their absence. They agreed to pay annual 
bonus for Deepavali or karthigai festival, 
subject to profits, the declaring of which was 
left to the discretion of individual mW 7 
management. At the same time they warned 
that if the workers did not tum up for duty 
by November 18 all the mills would declare 
a lock-out . 66 

The workers of the three mills under the 
guidance of Jeevanandam continued to resist 
and faced dismissal . 67 On November 9, 
1937 the workers of the Lakshmi Mills, who 
were working during these struggles, joined 
the strikes and staged a stay-in strike . 61 
They celebrated ‘Russian Revolution Day* 
and the communist workers wore red flags 
on their shirts . 69 A maistry pulled off the 
flag from his colleague and tore it to pieces. 
The workers protested and demonstrated 
inside the mills. The management im¬ 
mediately declared a lock-out . 70 

The mill owners sought police protection 
for the workers willing to work. The situa¬ 
tion was tense. The collector of Coimbatore 
urged the government to constitute a court 
of enquiry at the earliest . 71 The government 
declared its decision to appoint a court of 
enquiry under Section 3 of the Unde 
Disputes Act on November 9 . 72 Giri arrived 
at Coimbatore, had a detailed discussion 
with the mill owners, representatives of 
workers and officials on November 12 and 
13. He made an appeal to the workers to go 
back to work and argued with the mill 
owners not to victimise any worker . 73 
Satisfied with Giri’s conciliatory gestures, 
Ramaswami Naidu and other Congressites 
advocated resumption of work. The com¬ 
munists like Jeevanandam were dissatisfied 
with the outcome and insisted on the con 
tinuation of the strike. 

But the poor labourers were unable to 
bear the physical and economic exhaustion. 
Moreover, there were differences of opinion 
among leadership which took ideological 
and political forms. Ramaswami Naidu, a 
non-believer in the doctrine of ’class war’ 
became a pliable tool in the hands of the 
ministry. The police force was posted to 
arrest the picketeers in various mills. Such 
factors led to the break up of the solidarity 
of the rank and file. They were unable to 
carry out the directions of the Mill Workers 5 
Union as the strategy of unity-in-action was 
in jeopardy. However, the strike did not end 
in a complete fiasco On December 29,1937 
the government of Madras appointed M 
Venkataramayya as the one man court of 
enquiry to go into the problems of the 
workers and the management . 74 

The general strike resulted in a ’great 
divide’ between the communists and Con¬ 
gressmen. The latter began to cherish ideas 
of forming their own union. They arranged 
a meeting at Udaiyarpalayam on December 
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Business skills. 

Displayed in a sensational performance. 


A performance that has been consistent. 
And rewarding In just five years, the Sujana 
Croup has achieved an enviable growth rate of 
14.18%. 1 promising corporate entity, whose 
firs! venture was Swan /1 'cnnes'ic Appliances 
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backward integration plan. In 1990, the hearings 
and Castings Divisions of Su/ana Industries 
l td weie set up. These units have been 
performing exceedingly well. Yet another foray, 
has hem m the area of leasing and finance. 
Padmini l easing 6t Investments Ltd., has since 
1 anti, shown good results. 

In live years, the Sujana Croup has 
disptavul remarkable enterprise. From a turnover 
of Vs 17 i rum in 1987- HH to a projected 
twoovi r of about k.s. 46 crores in 1091-97, the 
non of gwwtli continues..... Looking back, it 
has bet n n triumph of business skills, dtsf/hi} ed 
in n sensational performance. 
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12, 1937, and established the Coimbatore 
District Ttettile Workers’ Union (hereafter- 
Textile Workers’ Union). 7S It was a 
Congress-backed and Congress-packed 
union. 

Strike Movement in 1938 

The year 1938 was a equally significant 
year of protests. The leaders and the led were 
preoccupied with the Venkata ramayya court 
of enquiry. However, there were signs of 
unrest, though there was no general strike 
of the scope and magnitude of October 
1937. 

Sri Ranga Vilas Mills, Saroja Mills, 
Sarada Mills, Radhakrishna Mills, Murugan 
Mills and Kaleeswarar Mills experienced 
waves of unrest. The strikes in these mills 
were of short duration. A strike in one mill 
did not lead to strikes in other mills. Some 
of the strikes were partial; they were 
responses to the individual factory situation, 
indicating that the workers were not taking 
things lying low. 

The management of Sri Ranga Vilas Mills 
brought down working hours from 21 to 18 
from January 1, 1938. 76 The Textile 
Workers’ Union took up the issue and in¬ 
sisted on the management continuing the old 
21 hours per day. The management wanted 
to introduce 22 hours of work a day to avoid 
wastage By this change, women workers l&d 
no work for some hours and their wages 
were reduced from Rs 12 to Rs 9 per 
mensem. 77 Moreover, the workers demand¬ 
ed reinstatement of the labourers who had 
participated in October 1937 strike 

The labourers including women registered 
their protest by striking work on January 2, 
1938. 71 The management recruited 
blacklegs who disturbed the procession of 
strikers, resulting in the pelting of stones and 
injuring many workers. 79 So the relation¬ 
ship between the management and workers 
was strained and the former declared a lock¬ 
out on January 3, 1938.*° After protracted 
negotiations, a settlement was reached and 
the mill reopened on January 14, 1938." 
The terms of the settlement were: 

(i) Restoration of the shifts covering 21 
hours out of 24 

(ii) Provision for women workers in the 
spinning or any other section excepting reel¬ 
ing for their nine hours a day work at Rs 
12 per mensem or for six hours a day work 
at Rs II per mensem. 

(iii) Reinstatement of 11 discharged 
workers, two of whom had given under¬ 
taking for •"»"'* duct. 97 

In the beginning it was only a partial strike 
but gathered intensity in course of time 
Regular meetings and processions were held 
by the Ttettile Workers’ Union. N O Rama- 
swami Naidu arrived on the scene on 
January 6 and started negotiations with the 
management. Meanwhile the workers 
demonstrated their anger through peaceful 
picketing near the mHl. Samanaidu, 
laganathan, Kuppuswamy and Narayana- 
swamy—all workers headed.,the procession 


through Pedamedu village and enthused the 
working men and women. On January 6, 
N G Ramaswami, MLA addressed the 
gathering.* 7 He consulted the labouring 
men at every stage and explained the tcribs 
of settlement which were favourable to the 
workers.* 4 So the strike at Sri Ranga Mills 
was on the whole peaceful with occasional 
acts of violence and ultimately success 
attended the efforts of the protesting 
workers. 

The next scene of protest was the Saroja 
Mills where K Narayanaswami Naidu, under 
instructions from Ramaswami Naidu. set up 
‘Saroja Mills Thorhilalar Sangam’. 85 The 
management viewed this with disfavour and 
wrote to the district magistrate, Coimbatore 
saying, “a few outsiders arc now interfering 
and bent upon doing some mischief".*'’ 
This union, though unregistered, was grow¬ 
ing from strength to strength and held daily 
meetings. It was in the forefront when the 
workers protested over the changing of 
working hours to 54 allowed by the Factories. 
Act, i e, 10 hours each day during live days 
and four hours on the sixth day. 87 There 
was peaceful picketing and the strikers did 
not allow the mill staff to enter the mill. The 
sub-divisional magistrate, Coimbatore, with 
the help of the managing director spoke to 
K Narayanaswami, president of the union 
and the final stage of the talks was reached 
after the arrival of N G Ramaswami in 
Coimbatore. 88 The terms of the settlement 
were: 89 (i) introduction of the 22‘/i-hours 
shift system, and (ii) re-admission of II 
persons who were previously sent away. The 
strikers resumed work on the morning of 
January 17, 1938. 

But there was a more vigorous strike in 
the same mill in February. At about 10 am 
on February 15,1938, about 2,000labourers 
struck work because 15 boys had been 
dismissed. 90 The strikers declined to leave 
the premises unless the boys were reinstated. 
The failure of the management to withdraw 
a complaint of defamation against some 
labourers and Ramaswami, M LA added fuel 
to the fire. The armed reserve police and the 
district superintendent of police arrived at 
about 5.15 pm. Some of the strikers were 
forced out of the mill. There was a clash bet¬ 
ween the police and the strikers in which 18 
police officers including the deputy 
superintendent of police and 70 strikers were 
injured. 91 Later in the evening the mill 
manager was mobbed and his car was 
obstructed on the road by men and women, 
and pdted with stones. At 8.00 pm a lorry 
and three carts carrying goods between the 
railway station and the mill were obstructed 
and stoned and some persons were injured. 
The sub-divisional magistrate hurried to the 
place and it took him two hours to restore 
peace by persuasion. 92 Soon after they left, 
the yrorken attempted to force their way into 
the mill. A ’jutka’ with food for some 
workmen in the mill was overturned and the 
contents of the ‘jutka’ strewn about, and a 
boy in the ‘jutka’ was assaulted. 91 Tire 



workers then stoned the mill buildings. The 
reserve police were requisitioned again by the 
deputy superintendent. As the bus with the ; 
reserve police reached the spot It was stoned 
and some constables were injured and wind- , 
shield of the bus damaged. 94 The situation 
was brought under control by the reserve , 
police. The deputy superintendent had S 
very long and trying day”. 91 

The labourers did not bow down to the 
whims and fancies of the bureaucracy. The 
district magistrate opined that “the situation 
among the mill labourers is worsening". 9 * 
He called the leaders “petty people assuming 
the role of dictators’’ 97 and dubbed the 
demands as ‘unreasonable’. 9 * With the sup¬ 
port of the district magistrate, the police and 
a section of the workers, the management 
reopened the mills on February 28. 

But the attendance was partial The mill 
management began to engage new hands. 
The managing agent and his men went 
round the surrounding villages to get ade¬ 
quate women workers to attend to reeling. 
The management printed notices for 
wholesale distribution stating that the old 
hands “who came till 5.3.1938 will be ad¬ 
mitted except a few who has taken a leading 
part in the strike and if they do not come, 
new hands will be taken”. 99 

Labour leader Ramaswamy and his 
associates condemned the recruitment of 
blacklegs and advised the workers to resort 
to ‘social boycott* of the strike breakers. The 
taluk Congress committee supported the 
strike. Ramaswami Naidu warned that there 
would be a general sympathetic strike all 
over the mill area. He gave instructions to 
picket the blacklegs. On March 19, a crowd 
of 1,500 workers assembled near die milt 
gate and began to throw earth and stones 
at the blacklegs and the police. 100 The 
strikers turned militant and the police 
resorted to ‘lathi’ charge. TWenty-two 
policemen and 29 workers were injured in 
the clash. 101 The police did not hesitate to 
beat even bystanders. 102 

Efforts were taken by N G Ramaswami 
and other Congress leaders to settle the 
dispute. The settlement was finally arrived 
at. The terms were: 101 

(i) all except 100 old hands who might have ! 
been otherwise provided for to be re- 
entertained within 15 days, 

(ii) regarding the 10 mill hands about whom 
the management have serious complaints tfye 
matter will be settled by Mr K Subramaniya 
Ayyar, Mr N G Ramaswami, MLA and 
Diwan Bahadur M Venkata Rama Ayyar by 
joint enquiry, and 

(iii) in future vacancies old hands not absorb¬ 
ed to be taken by preference if they come 

The strike came to an end on March 24, 
1938. 

There was a partial strike on February 8 
in Sri Sarada Mills, a spinning and weaving 
concern with about 856 labourers. The mills 
were working with two shifts in both spin¬ 
ning and weaving departments. The manag¬ 
ing agents decided to stop the night shift in 
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the waving section fro nr February I.™* 
They agreed that they had to devise measures 
to control production in the weaving depart¬ 
ment till the market conditions improved, 
the workers protested against the control of 
production. On February 7, 1938 N G 
Ramaswami Naidu, MLA wrote to the 
managing agents a letter stating that a strike 
was contemplated from the eighth instant 
and that the labourers should be satisfied. 105 
On the eighth N G Ramaswami Naidu held 
a meeting near the mills and advised the 
workers to strike work. 106 The next day 
there was peaceful picketing. However, the 
management engaged new hands and con¬ 
tinued to run the mills. The sub-divisional 
magistrate intervened and settled the dispute 
And the managing agent agreed to reinstate 
as many workers as possible He assured that 
“the night shift will be restarted soon as 
much of the unsold doth has been disposed 
o f. m This strike; though of short duration 
ended as a victory for the labourers. 

The workers of Radhakrishna Mills 
observed strike from July 21. 1938. "* On 
July 7, 1938 some members of the Ttottile 
Workers’ Union attempted to put up printed 
notices against the manager of the mills. A 
section of the workers objected to this act 
and as a result there was a clash between the 
two groups of workers. The union pointed 
out that the lights had been put off during 
the dash so as to facilitate an assault on the 
union members. But the management main¬ 
tained that it was done by union activists. 
So the management dismissed 27 workers, 
the majority of whom were members of the 
mill committee. 109 The management pur¬ 
sued a policy of victimisation and dismissal 
of workers on trivial grounds. By July there 
had been 43 such dismissals. The union 
complained that it received numerous com¬ 
plaints from workers and women complain¬ 
ed that they were subjected to all sorts of 
indignities especially at the hands of 
maistries and outsiders. The management 
harassed the workers, thereby discouraging 
their partidpation in union activities. So the 
union gave a strike notice on July 20; their 
demands were: 110 (i) reinstatements of all 
the dismissed workers, (ii) better treatment 
of women workers by the maistries, (iii) ade¬ 
quate supply of good quality raw materials 
to workers for better production, and 
(iv) stopping the practice of dismissing the 
workers without proper enquiry. When the 
management refused to concede the 
demands, the workers struck work horn July 
21,1938. The management with the help of 
the mills, sought to run the mill through 
recruitment of blacklegs. Reaceful picturing 
turned into a violent threat to the mill 
owners and to the blacklegs. 111 On the 
advice of the premier Rajagopaiachari, 
Ava nasUin g am Cbettiar, MLA intervened, 
effected a compromise «wi the strike was 
called off on July 30, 1938. *' 2 
There was a strike from October 4, 1938 
at the Murugan Mills and about 373 workers 
were on strike." 1 The management 
suspended the night shift temporarily on the 

ISM 


ground of a slump in yarn trade: The 
labourers insisted that the night shift should 
not be stopped and they demanded bonus 
for Deepavali. 114 The management did not 
comply with the demands and hence the 
strike. There was no picketing; it was a 
peaceful strike. Labour leaders addressed 
public meetings. 115 N G Ramaswami, MLA 
and the deputy magistrate made efforts to 
bring about a settlement." 4 

The labour commissioner had a dis¬ 
cussion with the mill management and N G 
Ramaswami, Ml.A, sub-divisional magis¬ 
trate and the inspector of factories were pre¬ 
sent. Both sides agreed to restart the work 
in the mills from October 17, 1938. 1,7 The 
points of settlement were:"* 

(i) Both night and day shift should be started 
in the mills from Monday 17th, (ii) The 
labour leader undertook to see that the 
labourers showed their Full out-turn, 
(iii) Cases of 7 coolies complained of by the 
management should be looked into by 
Mr Ramaswami with the managing agent to 
decide whether the services of any of them 
may be dispensed with. 

So the mills resumed work in the morning 
of the seventeenth. This short-lived and 
peaceful strike was a victory for the workers. 

There were occasional protests of a minor 
nature in some of the mills towards the end 
of 1938. There was a three-day strike in the 
Dhanalakshmi Mills. At 9 am on October 
10. a reeler woman, Lakshmi, refused to 
allow the checking of knots of yarn by mill 
authorities. 119 They instructed the gateman 
to detain her when she turned up after the 
noon interval and allow the rest to resume 
work in the afternoon. The gateman accor¬ 
dingly stopped I akxhmi. At this, 300 women 
workers stopped from work. There was 
picketing on the eleventh and twelfth .is a 
result of which only 104 attended on the 
forenoon of eleventh. It rose to 136 in the 
afternoon including five new coolies. On the 
twelfth the attendance was 143 in the mor¬ 
ning and 82 in the evening including 36 new 
coolies. On the thirteenth, at the interven¬ 
tion of labour leaders and the sub-inspector 
of police, a settlement was arrived at and all 
the strikers resumed work, tbe management 
assuring them that all strikers except 
Lakshmi would be taken back. 120 

There was an hour’s stay-in strike in the 
KaJeeswarar MiUs on November 29, 1938. 121 
Seven hundred operatives were involved in 
the strike: The cause was that the manage¬ 
ment had not paid them for *ayuda puja’ and 
Deepavali holidays. On the mill manager 
and the managing agent’s request and pro¬ 
mise that they would speak to their leaders 
on this question, the strike was called 
off. 122 

The conflict between capital and labour 
continued in 1938. The Ifcxtile Workers’ 
Union was active throughout the year. The 
moet active members of the union were 
itimi ss rd by the management. Workers were 
abused for attending union meetings and 
haras s ed in innumerable ways. Victimisation 
and unjust dismissals went on merrily. 


Moreover women workers were subjected to 
all sorts of indignities inside the milk by the 
maistries and others unconnected with the 
working of the mills. The union office was 
flooded with reports from the workers 
especially from women workers. 121 

The mill workers resented and resisted the 
unjust act of mill owners. The protests of 
working men and women took varying 
forms. Moreover unionisation gained a 
strong foothold among Coimbatore mill 
workers in 1938. 

Strike Movement in 1939 

The strike movement till September 1939 
was sporadic and discontinuous. Following 
the refusal by the management to accede to 
the demands of the workmen for the grant 
of a holiday for ‘arudra dharaanam’ on 
January S, 1939 with pay, there was a stay- 
in strike first by the workers of the 
Kalecswarar Mills and then by the workers 
of the A mill of the Coimbatore Spinning 
and Weaving Mills. 124 The authorities of 
both the mills then declared a lock-out on 
January 4, 1939. The labour commissioner 
visited Coimbatore on January 3, 1939 and 
as a result of his discussions with the mill 
manager and the mill workers’ represen¬ 
tatives the dispute was settled. The terms 
agreed to by both the parties were: 125 

(i) till the 1st June 1939, the three milk— 
Kaleeswarar, Coimbatore Spinning and 
Weaving Milk and Somasundanun—should 
continue to give holidays with pay as in the 
past. 

(ii) From June i, 1939, the system of 13 
days’ leave with pay (privilege leave and sick 
leave) will be appbed in all the miOs including 
these three. When holidays are given without 
pay, they may be substituted for by Sundays 
and they will be not included in the 13 days. 

(iii) Workers on monthly wages should 
continue on that basis but deduction for 
day’s absence will be 1/26 of the new 
monthly wages. Payment of wages for the 
last ‘Deepavali’ and ’ayudapuja* should be 
made in tbe three milk. 

(iv) As in the other milk hitherto, so too 
in these three milk, payment of the monthly 
wages will be made according to the num ber 
of days of work in each month but arhilinMal 
payment will be made for the holidays 
granted with pay till June 1, 1939. 

(v) On the 2nd, 3rd and 4th January 1939, 
workers who worked wiD be paid. Far the Sth 
January ail the workers will be givaa a 
holiday with pay and those workers who wws 
at work in the mill of the Coimbatore Spin¬ 
ning and Weaving Milk on the 3th January 
will be paid in addition to a bonus for such 
work. 

The Kaleeswarar Mills reopened on the 
sixth and the Coimbtaore SpUmtng and 
Weaving Milk on the ninth. Though this tret 
a short-lived strike, workers were able to 
wrest concessions from the mamgmwit- 
Ibwards the dose of 1938 depresdo n ** 
set in, adversely affecting the textile mflb ad 
over India. Smaller milk incurred iotare due 
to high prices of cotton, low price of yarn 
and unsold stock accumulations 1b» 
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mto^aesu of Esmaiinga Choodambika 
MUsandtheDhanatakshmi Mill*, Tiruppur 
discharged 141 labourers under the pretext 
of. trade depreuion and (hortaie of 
work. 127 Fifty of them were the executive 
committee members of the Textile Workers' 
Union and the rest were their close 
relatives. 122 The Coimbatore District Con¬ 
gress Committee objected to this and con¬ 
tended that the retrenchment was only a 
measure to victimisation of union activist*. 
Ramaswami Naidu’s efforts and suggestions 
did not find favour with the mill owners. So 
the union requested the government to set 
up a court of enquiry without delay to go 
into the conditions of labour in Thiruppur 
Mills. 12 * Discussions were held by the com¬ 
missioner of labour with Ramaswami 
Naidu, mill owners and the Mill Owners 
Association on January 26,1939. The com¬ 
missioner of labour advised the mill 
managements not to entertain new hands 
before the discharged workers were taken 
in. 120 Discussions did not deter the mill 
owners; further dismissals were carried on. 
So T P Ramaswami, a member of the 
district Congress committee and a labour 
leader at Tiruppur went on a hunger strike 
from February 2,1939. The attempts of the 
local Congress committee did not yield any 
positive result. So the workers struck work 
on February 6, and the management 
declared a lock-out on February 10, 19^9. 1,1 

The union adopted various measures to 
keep up the tempo of the strikers. It opened 
a feeding centre; it sent the strikers in groups 
to all the surrounding villages to collect rice, 
grains and other foodstuffs. The strikers 
campaigned for the boycott of the products 
of the mills, until a settlement was reach¬ 
ed. 122 Congress workers lent support to the 
movement by collecting money and 
foodstuffs for the workers. Ramaswami 
Naidu met Giri and Rajagopalachari in 
person and explained the situation. He even 
warned that he would resign from the 
assembly, if the government remained in¬ 
different to the Tiruppur labour dispute 
At the instance of Ramaswami Naidu, 
Giri came to Tiruppur on March 3, and held 
discussions with the mill owners. A settle¬ 
ment was arrived at. The terms of settlement 
were: 122 

(1) All workers of each mill who went on 
strike on February 6, 1939 at well as those 
who wen retrenched with effect from 
January 2, 1939 will be restored. 

(2) The mills will restart on March 20, 
1939. Workers who are unable to rejoin by 
then owing to exceptional reasons may apply 
to the management for permission to rejoin 
and the application will be duly considered 
by the management and if there be any 
dispute as regards such cases, the matter will 
be referred to the Labour Commissioner for 
settlement. 

(3) In order to provide work for all the 
worker* so rejoining, the management agree 
to arrange II shifts ofSVS hours each in each 
week in each miii for the workers who 
formerly worked in day timp and also those 
who worked at night. If it is found that the 


numbers of workers who rejoin is reduced 
to such an extent, that 10 shifts each of 3VS 
hours will do, the system of multiple shifts 
will be converted into one of single shift of 
33 hours a week. The management agree to 
provide for all the workers shove mention¬ 
ed who rejoin—those on strike and those 
returned on 2.1.1939—work for not less than 
33 hours work was in force. 

Both the workers and mill owners agreed 
to the settlement effected by the government 
of Madras and the mills began functioning 
on March 20, 1939. 124 

The strikes of Coimbatore mill workers till 
September 1939 were of short duration. 
There was no major stoppage of work. But 
the conflict between capital and labour re¬ 
mained unresolved. There was an unending 
dialogue between the unions, management 
and the Congress ministry over several issues 
like wage increase. This will be examined in 
the following section. 

V 

Labour Policy of Congress 
Ministry 

Capital-labour relations in Coimbatore 
posed a peculiar problem to the Congress 
ministry. From 1920s Congress made 
systematic attempts to mobilise industrial 
labour in the cause of nationalist move¬ 
ment. 135 The election manifesto of the Con¬ 
gress promised qualitative improvement in 
the working and living conditions of the 
labour force. N G Ramaswami Naidu, a 
Congress Socialist was elected as a labour 
member to the Madras legislative assembly 
and this event boosted the morale of the 
workers. As president of the Coimbatore 
Socialist Workers’ Union, much to the 
dislike of the district Congress committee 
under the control of the mill interests and 
moneyed-classes, he promoted unionism 
among the mitt workers. 124 This does not 
mean Ramaswami Naidu was a believer in 
the philosophy of class war. He was a 
moderate socialist like V V Giri. He believed 
in the collaboration between the employer 
and the employed. 

However, unionisation led to increased 
upsurge and activism, necessitating the 
intervention of the ministry. In the hour of 
crisis, during the general strike of 1937, Giri 
addressed a large gathering of workers in 
Coimbatore and cautioned them that the 
government did not approve of strikes when 
other available methods of representation 
had not ben exhausted. He openly declared 
that the policy of the government was rather 
to promote internal settlement of disputes 
than external settlement. 127 So the labour 
policy of the government was in the nature 
of a response to the crisis situation in 
industrial relations. No doubt Oiri and his 
bureaucracy showed willingness to listen to 
the workers and readiness to settle the 
disputes. In case of failure of internal set¬ 
tlement, the ministry favoured the use of the 
provisions of Ibade Disputes Act of 1929 by 


appoumng courts of enquiry and boards pf : 
conciliation. The Venkataramayya court of • 
enquiry appointed on December 29,1937 to • 
enquire into the problems oft he mffl worker* 
and the managements was a classic ease. 1,1 ; 
The court was largely favourable to the V 
workers, recommending increase in wages, 5 
shorter working hours, recognition of the ■ 
unions, casual and sick leave among othar- ; 
concessions. The three unions in Coimbatore 
agreed with the findings and recommends- : 
lions of the court of enquiry. The executive 
committee of the Mill Workers’ Union , 
declared that considering the general pro¬ 
sperity of the textile industry, its sound ", 
financial position and the abnormal fail in ' 
the price of cotton without a corresponding 
fall in the prices of yarn, the increase in 
wages recommended was not adequate. 12 * 
Other recommendations were satisfactory to 
the union and it advised the mill owners to 
implement them in consultation with the 
union before August I, 1938. 140 The 
Coimbatore Labour Union appreciated the 
recommendations of the court of enquiry 
and expressed its thanks to Giri for bis sym¬ 
pathetic approach to the problem of 
workers. 141 The Textile Workers’ Union 
urged the workers to accept the'recommen¬ 
dations as the Congress ministry had endors¬ 
ed them. 142 The findings of the court were 
in the nature of recommendations; it seemed 
that the Congress ministry was about to 
fulfil its electoral promises. But the pressure 
came from the unwilling mill owners. They 
were dissatisfied with the recommendations 
of the court of enquiry and were critical of 
the recommendations, hesitant and unwilling 
to accept and impicnSent them. 

The mill owners approached premier 
Rajagopalachari and impressed on him that 
the mill industry in Coimbatore no more en¬ 
joyed the confidence of the investing public 
and the issued capital of several of the new 
industries remained unsubscribed to the 
extent of 73 per cent. 142 They opined that 
the reduction of working hours to eight dur¬ 
ing the night and a further increase in wages 
by 20 per cent for night shift would result 
in the closure of all tl. mills during the 
nights. They felt that the stoppage of night 
work would mean throwing 50 per cent of 
the workers out of job. It was an indirect 
threat not only to the workers but also to 
the government. The mill owners held that 
the stoppages of power during night shifts 
would result in the loss of revenue for the 
government. 144 They accepted the proposal 
regarding the recognition of trade unions. 
They urged the government to appoint a 
committee to go into the question of stan¬ 
dardisation of wages which amounted to 
shelving the question of immediate increase 
in wages. 145 

The Textile Workers’ Union held that it 
had no objection to the committee on stan¬ 
dardisation provided representatives of the 
union were associated with the commit¬ 
tee 14 * it refused to accept any scheme of 
standard is a tio n which would bring lower 
rates of pay as the standard wages. The 
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government advised D N Strathie, commis- 
tkMser of labrur to go to Coimbatore to 
make a detailed study of the question of 
standardisation of wages and also of the 
questions related to the recommendations of 
the court . 147 The Congress ministry had to 
reconcile the conflicting interests of capital 
and labour. As Kamik has said: 14 * 

The (Congress) Oiganisation as a whole also 
did not desire to alienate the voted interests. 
It was keen on retaining their friendship and 
co-operation. The Congress Ministries were 
therefore faced with a difficult task; they had 
to do something to satisfy the workers’ 
demands but they had to see at the same time 
that employers did not get too angry or 
annoyed. 

Speaking at a labour meeting Giri said: 
“Misery seemed to be the order of the day 
with both employers and workers. Nobody 
seemed to know as to what would happen 
next”* 4 * 

Oiri addressed the representatives of 
employees and workers in a conference held 
on April 22, 1938 in the Legislative Council 
ChamBer, Fort St George 150 This con¬ 
ference discussed the proposals for legisla¬ 
tion regarding the settlement of trade 
disputes and protection of trade unions, in 
his speech at the conference Giri said : 1,1 
... I believe in the ‘human touch’ more lhan 
in the ‘machine touch' in industry which is 
equally necessary for the successful conduct 
of any undertaking. I have always believed 
in the spirit of negotiations between 
employers and workers rather than insistence 
on respective rights to an unreasonable 
degree. I have always considered workers and 
employers are for all purposes real and ef¬ 
fective partners in the industry and that no 
industry can thrive without co-operation on 
both sides. W hile it is conceded that workers 
and employers have a right to strike and right 
to lock-out, the use of that right should be 
the very last resort and sparingly brought into 
force 

There must always be the spirit of “give 
and take” and let me make it perfectly dear 
that ‘internal settlement' of disputes or dif¬ 
ferences is always preferable to an ‘external’ 
one and the government stands by the spirit 
of their communique issued in October last 
(1937) 

let me make the position clear that I 
believe in conciliation methods rather than 
in arbitration. But the government must have 
the power in extreme cases to apply the same, 
when called upon, though unwillingly, to do 
so . 

These words of Giri sum up the labour 
policy of the Congress ministry. 

But there seemed to be a continuation of 
Ihe colonial policy in certain respects. 
Almost all strikes were considered as ‘pro¬ 
blems of law and order'. Employment of 
police force inside and outside factory 
premises to 'discipline' workers was practised 
by the government. At the same time police 
was posted to protect the private property 
of the mill owners. And the attitude of the 
ministry towards left wing activities among 
workers was in no way different from that 


of the British rulers. Giri and his trade 
union activists dubbed left wingers like 
P Jeevanandam and P Ramamurthi as 
extremists and sought ways to curb their 
activities. 

VI 

Conclusions 

The Congress ministry did not advance 
the class interests of the workers. While the 
Congress union under the guidance of 
N G Ramaswami was not a stooge union it 
did not conform in its outlook to the revolu¬ 
tionary interests of the proletariat. It 
adopted a non-revolutionary trade union 
programme As far as the working class was 
concerned, it was reformist politics. At best 
it was a 'pressure group’, able from time to 
time to wrest concessions from the mill 
management. 

The ministry was attempting to reconcile 
the interests of both capital and labour. It 
worked-towards gradual reforms and occa¬ 
sional concessions from the mill owners. 

Capitalist development was both unifying 
and fragmenting sections of the working 
class. The ministry and the mill owners wer 
adopting divide-and-rule tactics. The 
economic struggles under Congress leader¬ 
ship cannot be treated as "revolutionary 
struggles against the bourgeoisie. The strikes 
were undertaken for purely reformist 
purposes—trade union recognition, collec¬ 
tive bargaining rights, wage increases, etc 
They were interested more in the short-term 
interests of particular groups of workers 
than in the long-term interests of the whole 
working class. 

The CSP lacked resources for the diffu¬ 
sion of its ideology among the working class 
and masses. Struggles under its leadership 
were not directed against the ministry. 
Individual struggles were to compel the 
individual capitalists to yield to their 
demands. Some of the struggles were for 
purely economic gains though the general 
strike was a class movement with the object 
of enforcing its interest in a general form, 
in a form possessing general, socially coer¬ 
cive force. 

Their was the pressing need for a working- 
class political party to push unions in a 
radical direction. Such a course of action 
was not forthcoming from the INC; basically 
it was not a working class political party, 
whereas CSP was, taking political and 
ideological struggle seriously. 

Lenin in his What is 7b Be Done? (1902) 
argues that revolutionary class consciousness 
does not, and cannot, develop out of the 
spontaneous economic struggles of trade 
unions, but must be brought to the working 
class from outside the sphere of production 
relations, by intellectuals. Such a task was 
undertaken by the revolutionary intellectuals 
like P Ramamurthy and P Jeevanandam. 
They organised industrial workers along 
radical lines; they infused a spirit of trade 
union militancy among them. And they at¬ 
tempted to extend their sphere of influence 


among the textile mill worked They pro¬ 
pagated the philosophy of sodahsm and 
popularised their revolutionary symbol 
‘sickel and hammer* among the workers 
openly. British imperialism was hostile to 
any form of radical socialism. The first Con¬ 
gress ministry dubbed CSP activists as 
extremists, it is, therefore; no mean achieve¬ 
ment that the CSP activists chose to struggle 
and sacrifice for the sake of the working 
class organisation. They maintained regular 
contact with the workers through trade 
unionism, and studied the specific strengths 
and weaknesses of unionism. Their work 
was notable because CSP was specifically a 
political organisation alongside the trade 
unions. Its reUtkxuhip to and its perceptions 
of trade unionism were not vague and hazy. 
The economic struggle of workers was s vital 
means of promoting class organisation and 
consciousness. The workers were not to 
reconcile themselves to life under capitalism. 

CSP devoted much of its time and 
resources to assisting trade union economic 
and political struggles. It was common prac¬ 
tice for the employers faced with a strike to 
enlist blacklegs or simply to sit tight and 
starve the workers back to work. The CSP 
took action against both these tactics, 
encouraging their members to agitate against 
and obstruct blackleg labour, and to raise 
funds for beleaguered strikers. Another 
sphere of their activity was general agitation 
and propaganda mostly criticising and con¬ 
demning government actions (or absence of 
them) in particular, and the capitalist system 
in general. 

The trade unions under Congress worked 
towards collective bargaining right*; they 
were involved in individual grievance handl¬ 
ing and struggled to obtain a wide range of 
welfare benefits and provisions. Thus, while 
the ministry cannot be condemned as friend 
of the capitalists it did not advance the class 
interests of the industrial proletariat. 
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DISCUSSION 


Bad Advice: A Comment 

T N SrinivaMn 


IN a rather pompon', article, Kaushik Basu 
(EPW, March 7-14, 1992) uses a paragraph 
from my comments (Srinivasan, 1989) on a 
paper of his (Basu, 1989) to illustrate "in a 
short space several fallacies”. These fallacies 
and confusions arise, in Basu’s view, from 
my “inability to grasp fully the meaning of 
‘endogenous government’”. He helpfully 
suggests that “A useful reference for avoid¬ 
ing errors (such as mine) is Bhagwati (1988)”. 
I am very pleased indeed to have provided 
such a valuable pedagogical tool. But I 
would also venture to suggest that most 
readers of my comment (Srinivasan, 1989) 
in its entirety would agree that, perhaps, I 
am a little less confused and prone to 
fallacious reasoning than Basu would give 
me credit for, from his Olympian heights of 
logical clarity and scholarship. 

Before I get to Basu’s strictures, let me 
start with Basu’s discussion of the Arrow- 
Debreu model of general equilibrium. He 
says: 

Consider the standard economist’s model of 
general equilibrium, for example, the Wa'-a- 
sian or Arfow-Debreu one. What is usually 
not realised but ts true is tliat in such a model 
there is no scope for policy advice. In this 
model each agent is fully informed, has his 
own objective and chooses and behaves so 
as to attain it (in the economist’s language, 
he chooses from his feasible set to maximise 
his utility). Hence what agent i says never in¬ 
fluences what agent j does. Therefore what 
the economist says also cannot affect what 
people do if the world is of the above kind 
because the economist is after all just another 
agent in the economy. This is a simple 
enough point, but barring a few exceptions 
[for example, Barro, 1984; Bhagwati, 1984], 
it seems to have been misunderstood. 
Confused and simple-minded as 1 might 
indeed be, I always thought, perhaps naive¬ 
ly, that communication presumes a dynamic 
process in which there is room for communi¬ 
cation between agents or inference on the 
part of one agent from what he observes, 
including actions of other agents, to in¬ 
fluence the process itself. Any kind of 
equilibrium, by definition being simply a 
characterisation of a distinguished set of 
feasible actions by agents, rules out any role 
for communication whatsoever of this 
nature. As such statements like “what agent 
i says, does (or does not) influence agent j” 
are meaningless in equilibrium. For example, 
a competitive equilibrium is, by definition 
a characterisation of a distinguished set of 
vectors of prices, production, factor supplies 
and consumption. That the definition re¬ 
quires the consumption vector of each agent 
be a maximal element (with respect to his 
preferences) among all vectors belonging to 
his budget set given the candidate equili¬ 
brium price vector, is simply a characterisa¬ 
tion of what consumption vectors are poten¬ 


tial candidates for inclusion in the defini¬ 
tion of equilibrium. Clearly there is nothing 
to communicate here and the definition of 
equilibrium says nothing whatsoever about 
preference maximisation or profit maximisa¬ 
tion, given a price vector (not necessarily an 
equilibrium one) as dynamic processes in 
real time. On another occasion I drew atten¬ 
tion to this fact in cautioning inferences 
about virtues or vices of the market 
economy from the properties of a com¬ 
petitive equilibrium, as described in the two 
celebrated theorems of neoclassical welfare 
economics (Srinivasan 1984, p 39). 

Of course, neoclassical general equili¬ 
brium theory includes the tatonnemont pro¬ 
cess, the Hahn -Nagishi process, etc; in which 
an attempt is made to arrive at an equili¬ 
brium through dynamic processes and in 
which communication, as for example, by 
each agent to the auctioneer of his excess 
demands and by the auctioneer to each agent 
of the revised prices, plays a role. Leaving 
aside technical issues relating to the assump¬ 
tions about market excess demands that 
would ensure convergence of such processes, 
the fundamental problem with them is that 
they have no behavioural foundations and 
are governed by essentially mechanical rules. 
As such, the role played by communications 
in them is neither here nor there since the 
message being communicated is dictated by 
the rules and not by optimisation of agents. 

Nash Equilibrium is again a characterisa¬ 
tion of a distinguished profile of strategies, 
one for each player, and there is np role for 
communication between players in it. In any 
case, in common knowledge set-ups com¬ 
munication is unnecessary; each player can 
determine what other players would do by 
placing herself in a thought experiment in 
each of the other playeris position, etc Once 
again, one has to depart from equilibrium 
to conceive of a role for communication. 

For simple-minded economists like me, 
policy analyses using Arrow-Debrew or any 
other model involve generating and compar¬ 
ing equilibria corresponding to alternative 
counterfactual scenarios with respect to such 
policies among which the government has 
autonomy to choose. It is clearly understood 
lhat the mere fact that an equilibrium cor¬ 
responding to one set of policies dominates 
that corresponding to another set in terms 
of agreed criteria of comparison implies 
nothing whatsoever about how to bring 
about a change in policies in the desired 
direction or how the economy would res¬ 
pond to the changed policies starting, say, 
from an equilibrium corresponding to one 
set of policies and indeed whether the pro¬ 
cess of response will lead the economy to the 
new equilibrium. To move from policy 
analyses to policy advice one has to move 


beyond the models and bring in what, for 
want of a better term, I would call experience 
and judgment, about the functioning of 
social, economic and political processes. 
This is not to say that such general equili¬ 
brium models, particularly the applied kind, 
are useless—at the very least they ensure 
internal consistency and at best they are 
economical and an efficient means of gene¬ 
rating and understanding the potential total 
(direct and indirect) effects of policy choices. 
It is only the neophyte who would delude 
himself into thinking that model-based 
comparative-static (comparative-dynamic) 
analysis of equilibria (equilibrium paths) is 
all there is to policy advising. Far be it for 
me to suggest that Basu with his undoubted¬ 
ly profound understanding of epistomology, 
philosophy, models and policy advising is 
such a neophyte. 

Let me now turn to ‘endogenous govern¬ 
ment’. In my comment (Srinivasan, 1989) on 
Basu's 1989 paper, I drew repeated attention 
to the paper of Bhagwati (1988). Basu, who 
then did not at all appear to be aware of that 
paper, now proclaims that this reference is 
indeed a valuable one. I am pleased to have 
his explicit endorsement of my implicit 
assessment of its value! 

In Srinivasan (1989), I distinguished bet¬ 
ween three descriptions of endogeneity as 
applied to governments, drawing on Bhag- 
wati’s paper. In the first description, there 
are self-willed governments, to use 
Bhagwati’s terminology. They have control 
over certain policy instruments and, as such, 
are “policy makers” in a world in which 
other agents are “policy takers” in that they 
behave as if they cannot influence the choice 
of policy instruments, though of course their 
behavioural response will in general depend 
on the levels at which the policy instruments 
are set. In choosing these levels the govern¬ 
ment may take into account the behavioural 
response of other agents. It is certainly 
helpful if one can describe this choice aa 
resulting from the maximisation of a govern¬ 
ment objective function—indeed, it may 
even be deemed necessary for any meaning¬ 
ful analysis that the government has a well- 
defined and consistent set of preferences, 
either directly over levels of policy in¬ 
struments and the possible choices of other 
agents or alternatively indirectly over the 
levels of policy instruments only, it being 
assumed that the behavioural responses of 
other agents are unique functions of policy 
instruments. In this description, policies are 
exogenous to agents other than government 
and endogenous to government itself. Com¬ 
parative static analyses of the type mention¬ 
ed earlier arise naturally in such a context. 

In the second description governments act 
as “clearing houses" once again to use 
Bhagwati’s terminology. In this set up, the 
levels of policy instruments are themselves 
determined in a politico-economic equili¬ 
brium, in a world of fully informed and setf- 
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seeking agents including policy-makers. In 
such a world all policies are up for grabs and 
lobbying by proponents and opponents of 
particular policy choices clears the policy 
market, so to speak. This description of 
endogenous governments was not in Basu 
(1989). 

1 pointed out, if governments are endo¬ 
genous in the second sense irrelevance of 
policy advice would arise naturally. After all, 
if the level of a policy instrument is deter 
mined along with the price of chapatis in 
one grand politico-economic general equili¬ 
brium in such a model, there is room only 
for comparative static analysis with respect 
to changes in equilibrium prices and levels 
of policy instruments with respect to changes 
in whatever exogenous variable there are that 
influence the equilibrium, indeed, Barro’s 
observation to which Basu refers to in the 
paper admiringly says essentially the same 
in substance. Also the paper of Bhagwati 
-<1984, p 204) to which Basu refers makes the 
same point: “As soon as we endogenise 
politics and therefore policy making, we have 
to worry that there may be no degree of 
freedom left to say what ought to be done 
from the policy view point. For policy hav¬ 
ing been endogenised, cannot be arbitrarily 
set at any level” Yet even here, I would argue 
that there is a potential for effective advice 
in the sense that discussion, dialogue and 
communication among agents could con¬ 
ceivably shift their tastes so that ‘equilibrium 
policies' could be shifted- 

The third type of government is Bhagwati’s 
‘puppet’ government, which sets policies that 
others (e g, policy advisers) dictate. Clearly 
if the government is a ‘puppet’ in this strong 
sense, the question whether the adviser’s 
objectives are in consonance with or ortho¬ 
gonal tto the government’s objectives is 
irrelevant. With the government being a 
passive implementation of policy advice, on¬ 
ly the adviser's objective matters! And policy 
advice is indeed fully effective! 

The point of my making these distinctions 
then was that it was not enough to say that 
the government is endogenous—one has to 
describe the nature of endogeneity for 
analytical purposes. Whether these distinc¬ 
tions are based on my inability to grasp ful¬ 
ly the meaning of endogenous government 
is for the reader to judge. 

Basu correctly points to the problem that 
since the rules in a rule-based system must 
have been drafted by rule makers, one can¬ 
not compare a rule-based system with a 
discretionary system without delving into the 
prior question of rule making. I agree. But 
this does not invalidate my point that less 
the discretion and greater the role of rules 
in bureaucratic decision making the less is 
the influence of the bureaucrat’s self-interest 
on the decision. In any case, an analogous 
problem arises in Basu’s policy advice game 
G ( in which the adviser's objectives are or¬ 
thogonal to the government’s and this is 
common knowledge. To proceed with the 
analysis of G, as Basu does, one has to ask 
the prior question whether a government 
would choose such an adviser in the first 


place: after all, even though the government 
is not fully informed, it can nevertheless see 
that in the equilibrium of the asymmetric 
information game G with such an adviser, 
as Basu points out, “ooth agents’ behaviour 
(i e, minister or government and the adviser) 
will be such that no one will be able to 
deduce anything from the other. In parti¬ 
cular, it will be impossible for the adviser 
to transmit any information to the advisee.” 

Basu claims that my statement that a 
policy adviser could influence the govern¬ 
ment to think of ways of generating more 
revenue without reducing the profits of the 
monopolist as compared to the Nash equili¬ 
brium of the particular game described in 
Anant et al (1988), if valid, would imply that 
the Cournot equilibria would not be sub- 
opttmal and that the Prisoner’s dilemma 
would not occur! First, as I remarked earlier, 
my advice or communication would be ir¬ 
relevant in a strictly one-shot game, be it of 
the Prisoner’s dilemma genre or that of 
Anant et al. Second, once one moves away 
from a one-shot game, I do not see any dif¬ 
ference in principle between the role of third 
party (t e. adviser’s) communication to one 
player (government) in my Statement and 
that of preplay talk or suggestions of one 
player to the other in the games of Section 
IV of Basu’s paper. Both try to steer the 
players away from particular ‘bad’ equi¬ 
libria. Third, if communication could induce 
and sustain co-operation credibly, indeed the 
individually rational non-cooperative equili¬ 
brium in the Prisoner's dilemma game 
would be supplanted by collectively rational 
co-operative equilibrium and Cournot 
equilibrium would be replaced by co-opera¬ 
tive cartel equilibria. This is not to assert of 
course that such co-operation inducing com¬ 
munications always exist. Fourth, as I 
pointed out earlier, advice and communica¬ 
tion could change ‘tastes’ of agents. For all 
these reasons, I submit that my remark that 
advising need not be futile is not based on 
fallacious argumentation. 

Basu draws on recent developments in the 
theory of repeated games and bargaining. 

I make no claim to any expertise in or deep 
understanding of either. I could certainly be 
dead wrong, but my non-specialist reading 
of some of the literature suggests that the 
results are extremely ‘fragile’. Not only the 
concepts of equilibrium and rational beha¬ 
viour could be plausibly defined in alter¬ 
native ways, but also the possibility of multi¬ 
ple equilibria corresponding to a given con¬ 
cept (e g, sub-game perfection) is the rule 
rather than exception. Besides, for obtaining 
analytical results, a lot has to be assumed 
to be ‘common knowledge* among players. 
In my view, ‘common knowledge* cannot 
come about, if it does not exist to begin with 
(Srinivasan, 1990), without running into in¬ 
finite regress. Be that as it may, the industry 
of “refining” concepts of equilibrium and 
rational behaviour (rationalisability, sequen¬ 
tial rationality, rc-negotiation-proofness, etc, 
etc) is flourishing. Just to illustrate the pro 
blems with some of the concepts, let me 
quote from Reny (1992): 


Consider the definition of sequential ra¬ 
tionality. .. Its most natural interpretation 
suggests that at any point in the game, all 
players believe that all will play as sequen¬ 
tial rationality dicutes from that point on. 
In particular, such is the case after a devia¬ 
tion (or any number of deviations) by any 
player. What seems unreasonable about this 
requirement is that it asks player 1, say, after 
having seen player 2 deviate from equilibrium 
play, to believe that 2’s beliefs about what 
the others are playing are the same as player 

1 had perceived them to be before observ¬ 
ing 2’s deviation, even though such a devia¬ 
tion would then indicate irrational behaviour 
on the pan of player 2 given 2's beliefs. Let 
usxall this the “inference assumption” of 
sequential rationality. It woujd seem more 
reasonable for player 1 in this position, if he 
remains convinced that player 2 is a maxi- 
miser, to revise his opinion about what player 

2 believes the others are playing in such a way 
that 2‘s deviation from the equilibrium 
strategy profile is a best response given these 
new beliefs. In this case, after 2’s deviation, 
player I will no longer in general believe that 
player 2's choices thereafter will be optimal 
against the equilibrium strategy profile They 
will instead be optimal against I’s newly 
hypothesised beliefs about 2's beliefs about 
what the others are playing. If, on the other 
hand, the deviation by 2 raises doubts as to 
whether 2 is a maximiscr, (hen there is no 
reason for I to believe that 2 will be optimis¬ 
ing against any strategy profile, let alone the 
equilibrium profile. Hence, after a player has 
deviated from equilibrium play there is no 
reason for the others to believe (and similarly 
no reason for the theory to insist) that player 
will play optimally against the equilibrium 
strategy profile in the continuation. 

1 am led to conclude, perhaps because I 
have completely misunderstood the lite¬ 
rature, that it is rather premature, if not 
naive, to anchor an analysis of the feasibility 
and efficacy of policy advice on the quick¬ 
sands of game theory. Game theory is cer¬ 
tainly useful as a metaphor, and in the hands 
of a master such as Thomas Schclling could 
be very illuminating, but not as a framework 
for generating usable results. 
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ISSUE HIGHLIGHTS 

■ Short gestation period for the oroposed 
modernisation and diversification project. 
Commercial production from October, 1992. 

■ Vast expanding market. 

■ Key Promoter - Mr. Deepak Bhojanl, recipient of 
"Udyog Vlbhushan Award" for Excellence in 
Industrial Productivity. 

■ No financial assistance has been taken from the 
Bank which appraised the project. 

■ Tax concessions under Section SOM, 80L and Wealth 
Tax Benefits. 

■ Backward area concessions. 

■ Easy liquidity - listing at Madras, Bangalore, Bombay 
and Ahmedabad Stock Exchanges. 


RISK FACTORS 

■ The total cost of the project Is subject to variations 
due to cost overrun. 

■ Though the demand and supply gap in the Indian 
market Is encouraging at present, any fall In market 
or any further competition from other manufacturers 
could affect the future profitability of the Company. 

■ The Company will be affected as mjch as the 
Industry Is Influenced by Government policies and 
trade cycles. 

■ The Company Is yet to obtain consent from Pollution 
Control Board for its modernisation and diversifica¬ 
tion project. 


If the Company does not »f*«.eivi*lhPfr..rnmu'nsi<biCiiption . 191 ' .I the >siut?d amount the 
entire subst nplion will tw» refunded lo the applicant*, within hi day Km 1 'o, u *e of {►»■*■ ,ssue 
If (here is a delay m refund Of such amount Dy moip than 8 days Ihe < on pam, v v<i pay 
interest at the rate of 15 ‘n per annum for t»n* deiayed period 


Dharmadeep Properzi & Alloys Ltd is a well established 
Company manufacturing a wide range of hi-tech quality products 
vital to core sector industries like Power, Railways, Transport and 
Construction The Company has recorded a turnover of Rs 975 
lacs, with a profit-after-tax of Rs 42 lacs for the year ended 
31 3 1992 It is now embarking on an ambitious forward 
integration cum-modermsation project to capitalize on the vast 
expanding market 

Dharmadeep is now offering its Equity Shares at par to share its 
performance and profits 

Public Issue of 22.71,600 Equity 
Shares of Rs. 10/- each for cash at par 
aggregating Rs. 2,27,16,000/- 


Issue Opens on 30th July 1992 
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Now even she can share 
in the prosperity of the share market. 
Thanks to Unit Trust. 


Most small savers dream of striking it rich 
on the share market. What holds them hack is 
the small size of their savings. The risks involved. 
And a lack of confidence in their own financial 
skills. So they keep away front the share maiket. 

Unit Trust has given them confidence. 
India’s first mutual fund, Unit Trust p<xds 
together the resources of small investors. It uses 
the skills of its financial experts to invest these 
funds on the share market. The result is high 
returns for the small saver. Year after year. The 
Trust, which has not missed a single dividend in 
all its 27 years, has just announced a record 
dividend of 19.5%. 


It’s no wonder Unit Trust’s popularity has 
been rising spectacularly. This year, the number 
of Unit holders crossed one crore. 35 lakh 
investors were added in the last year alone. Most 
of these are small savers. They come from every 
part of the country. They come from every walk 
of life.They have different needs, different dreams. 

But they share the same abiding confidence 
in Unit Trust. Living up to this confidence is 
what keeps us going. And growing. 


UNIT TRUST OF INDIA 

At the service of One Crore Unit holders. 
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ADDING VALUE TO WASTE 
IS OUR BUSINESS 


Public Issue Of 22,50,000 Equity Shares 
Of Rs. 1 01 each For Cash At par 
Aggregating Rs. 225.00 Lakhs. 

ISSUE HIGHLIGHTS 

• Proieci tor reprocessing ot Polyester Waste 

• Promoters having wide experience in the same line of 
business 

0 

• Shorr gestation period Commercial production to 
commence by August. 1^02 

• Strategic location Proieci to be set-up at GIDC. Bharuch. in 
the vicinity ot the ma|Ot textile Centres of the country 

• Multifarious end uses ot the Company s products 

C. mventinnal use in manulacture of polyester blended yam 
fancy and dyed yarn Non conventional use in manulacture 
of non wi veil fabrics bUnl t is nnttresscs pil'ows, stuffed 
toys and as taw material lot 'es>n manufacture 

• l asy Liquidity l isting at Bombay Delhi and Vadodara Stock 
Exchange . 

• 30" ril im.iits of iht‘ nev. unit d> duaible u s B0 IA ol the 
Income Fax V.r I c )f>I ! >■' 10 Assessment Years 
commeiH’iig v\ith the Assessmcnt yea* jclev uM to the 
pieui.-us ye.tr ai vstu. I' tlu- Coriijccuy uvrimc nces 
commetu.ti [imdui non 

RISK FACTORS 

• Competition vchicn is normal in any Industry may have an 
adseise impact on the orotir 'eve's ol the company 
However due ro the past experience ot promoters in (he 
business ol re processing of Polyester Waste the company 
will be able to withstand any such competition 

• Lower availability of Polyester Waste the basic raw material 
may affect the capacity utilisation However, in view of the 
established contacts of the Promoters with existing 
manufacturers of the Polyester I ibte and Yarn and with new 
units being set up in the neat Uiture tor manulacture of 
Polyester filament yarn the availability ol Polyester Waste 
is rather likely to increase in the coming yewis 

• No Independent maiket survey has been conducted 
Howevet. because of the mululanous uses of the 
Company's products and the ptomoters experience in the 
business, the Company does not foresee an\ problems in 
marketing its products 

• In the absence of financial stake by the Appraising 
Institution, the monitoring ot deployment of funds raised 
through this issue as well as the implementation of the 
project is left entirely to rbe promoters 


FiUlVIENTS LilVliTEd 


Rpgd Office ! &. 2, * Abhishek Irla Bridge, S V Road, Andheri (West), Bombay-400 0b8 

If the Company dors rot *eceive the minimum subscription of l >()% of the issued amount the entire subscription will be refunded to the 
dp|)lh ants within 90 days from the closure of this issue If thrre is any delay in refund of such amount by more than 8 days the Company 
will pay interest at the tare of I S% per annum for the delayed period 
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Ramakrishna and the ‘Bhadralok’ 

The phenomenon of the Ramakrishna cult in 19th century 
Bengal is a product of a two-way crossing of social frontiers— 
the rustic brahman who thought little of rationalistic arguments 
and regarded organised efforts to improve social conditions 
as futile becoming the guru of the city bhadralok who became 
influemd by an idiom and a set of values very different 
fran^S^r own. An exploration of the phenomenon may add 
to^rtircRnderstanding of village culture and religion on the 
-. tifie ifemd, and the contradictions of the bhadralok on 
*$Wfil hcr - 1543 

y*£56ercive Device 

‘Storplant is much more than a contraceptive device It can be 
and is already being used as a tool to control women, especially 
the underprivileged, and discipline them, as some recent 
court cases in the US demonstrate 1531 


Empowered 

In Barddhaman district in West 
Bengal there is evidence that the 
panchayat institution has 
succeeded in changing the 
character of the public space 
which now accommodates poor 
peasants and agricultural 
labourers and therefore the 
scheduled castes and tribes. 
Underlying this shift is the 
concentrated effort of the 
CPI(M) at the political level, 
and a growth in agrarian 
productivity. 1567 


Relevant Banking 

In recent years scant attention 
has been paid to the role of 
development banking for the 
removal of poverty through 
increasing employment 
opportunities identified and 
assisted by financial institutions. 
In a developing country a 
financial system has to have 
a development orientation. 1539 


An Orderly Worldview 

In foreign policy matters the 
only moral and political problem 
we seem to have appears to 
centre around the NPT. But for 
that, the minister of state for 
external affairs is, like god, in 
his heaven in his new room on 
the firsLfloor of South Block 
and all is well with 
the world. 1521 


Yankee, Go Home? 

Malaysian pragmatism in dealing 
with American business and 
investments has made it difficult 
for the US to make its 
presence felt. 1534 


Manipulative Politics 

Whatever the hazards and 
uncertainties of bringing the 
several different underground 
Naga factions to the negotiating 
table, the centre should have 
allowed local efforts to run their 
course. Instead partisan interests 
of the ruling party have got 
the better of patience and 
propriety. 1525 


Tomorrow's Problems 

While Herman Kahn’s forecasts 
for a superindustrial society may 
well come true technologically, 
there are several basic economic, 
social and political factors 
which stand in the way. 1535 


People’s Forests 

The novel community-based 
forest protection programme 
initiated by the forest 
department of West Bengal has 
resulted in rapid forest growth 
and is an impressive 
demonstration of the potential 
of people-based forest 
management programmes. 1528 








LETTERS TO EDITOR 


Shahu Maharaj 

THE controversy over my short article 
‘Modern History and Unmodcrn Minds' 
(July 6-13, 1991) seems to continue. Now 
Arun Kirloskar (AK) has joined it (May 
16-23, 1992) basically saying that I have 
got M H Jadhav (MHJ) wrong and Shahu 
Maharaj even more wrong AK is, of 
course, entitled to believe that I was “rattl 
ed” by MHJ’s attack on rny article. If it 
gives him some satisfaction to think so I 
do not see why I should deprive him of it. 

There are basically three points on 
which some explanation might be in order. 
Anybody who reads my article can decide 
if I was unfair to Shahu Maharaj 1 did 
use the words “anti-brahmin movement". 

I stand by them. There was a strong anti- 
brahmin element in the later Satya- 
shodhak and the Shahu Maharaj phases 
of the social-transformation movement 
initiated by Jotiba Phule. Where I differ 
with MHJ and AK is that I do not think 
that it was necessarily bad. In any event 
it was unavoidable. To be anti-brahmin or 
anti any social group today is not 
desirable. But that was not necessarily the 
case then. Brahmins asked for it in a man¬ 
ner of speaking. It is a bit like the Boxer 
uprising in China at the beginning of this 
century. That uprising was undeniably 
‘anti-foreign’. But to say that is neither to 
deny its importance nor to deny its anti- 
imperialism as long as one also em¬ 
phasises its other aspects. I dare say that 
my article did that quite unambiguously 
in the case of Shahu Maharaj. MHJ ig¬ 
nored that. AK probably does not see ihe 
difference anyway. 

I certainly do not think that Sha 
Maharaj was against the caste system. 
Anybody who wanted a Kshatria Jagad- 
guru cannot be particularly antt-varna 
and anti-jati. But even that is historically 
understandable. MHJ reacted strongly 
probably because he thought being a 
Deshpande I had used the category ‘anti¬ 
brahmin’ to run Shahu Maharaj down, if 
that were so, other parts of my article 
should have reflected that. But he did not 
bother to think about it, nor did AK. If 
my article is not fair to Shahu Maharaj 
then no article can be, except of course 
a devotee’s tribute to his deity. 

A similar problem exists about the term 
‘modern’. By modern one meant only 
technical things like English education 
and the like. It is like saying that an in¬ 
dustrialist is more ‘modern’ than a feudal 
landlord. That does not rule out those 
who are ‘modern’ being nasty and even 


lasusis, AK may not be familial with my 
writing, but I would have certainly ex¬ 
pected MHJ to see that the use of the 
word 'modern' in my writing never auto¬ 
matically suggests ‘superior’. It merely 
indicates higher rates of literacy and 
other such technical matters. Within 
Maharashtra, brahmins as a social gioup 
show those signs of modernity. This may 
be unfortunate but it is true. How I wish 
it were untrue Even Phule was com¬ 
mented about the brahmins hurrying to 
get western education and thereby mono¬ 
polising jobs. If MHJ and AK have some 
word oiher than ’modernity’ to use for it 
I would be happy to use it. 

finally, I do not know which Marxists 
AK is talking about. 1 am not one of 
them. In any case I cannot answer for all 
Marxists There is little doubt that there 
were some Marxists who treated Marx and 
lentn as gods. Look where they have land¬ 
ed now. If AK wants the social transfor¬ 
mation movements in Maharashtra and 
India to go the way of these Marxists he 
is entitled to the view that as (some) 
Marxists treat Marx and Lenin as venera¬ 
ble figures, some others must be allowed 
to treat Shahu Maharaj or Phule or 
Ambedkar as equally venerable people, 
beyond question. Worshippers do not take 
society anywhere, as some socialists have 


learpj. It is for MHJ and our radical dalits 
to worry about such dubious support for 
their cause as AK extends it. 

G P Deshpande 

New Delhi 

Reservoir Induced 
Seismicity 

APARNA VISHWANATH*AN (Decem¬ 
ber 28, 1991) has tried to put all the spice 
at her command into the article but has 
not bothered to verify her knowledge on 
reservoir induced seismicity before putting 
it in black and white. On the Tfehri pro¬ 
ject, she writes; “The October 20 earth¬ 
quake of 6.1 on Richter scale may be at¬ 
tributed to Reservoir Induced Scismicitv 
(RIS) created by the 239.5 metres high 
Tebri Dam". Anyone even remotely con¬ 
nected with Tehri Dam should know for 
sure that the dam is not built as yet; that 
there is no reservoir existing at present to 
cause the author’s RIS in the area. The 
river is freely flowing through the diver¬ 
sion tunnel and hence it is utterly a wrong 
reporting. 

SusHiL Kumar 
Central Water Commission 
New Delhi. 
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Rumblings in the South 


O RGANISATIONALLY the Congress Party gives every 
indication being hopelessly beyond repair. The attempt 
at boosting the party’s democratic credentials by pretending 
to hold organisational elections failed to convince Most 
pradesh congress committees could not elect their presidents. 
As if to confirm that infusing democracy into the Congress 
is near impossible, rival factions turned to the high command 
to have their representatives installed. Even party president 
Narasimha Rao was recently forced to lament the state of 
affairs, commenting that the party had forgotten how to 
elect office-bearers, in the process forcing him to intervene 
and appoint them. It is another matter of course that, as 
in the case of the Congress Working Committee, when he 
is unable to countenance the outcome Rao himself is only 
too ready to undermine the electoral process. If such is the 
state of the high command the state units can scarcely be 
any better. 

In UP the party seems all but wiped out organisationally 
and perhaps even politically. In Bihar it still retains some 
presence, particularly in north Bihar, but the persistent feud 
between Jagannath Mishra and the Thriq Anwar-Sitaram 
Kesarj faction has damaged whatever little future the 
party appears to have. Likewise in Madhya Pradesh and 
Maharashtra factional manipulations are on the rise. But all 
of this need not unduly bother the party since north India 
is anyway all but lost to it while Maharashtra is till now a 
safe enough stronghold for such developments to do too 
much damage. 

What will however be of more serious concern to the party 
are the activities in the state units in south India. Of these 
Andhra Pradesh, Karnataka and Kerala between them have 
sent a substantial number of Congress members to the pre¬ 
sent Lok Sabha. Should activities in these states reach a point 
of no return the Congress may well find its overall represen¬ 
tation substantially reduced in future. In the recent by- 
elections the Congress lost not a few seats in Andhra Pradesh, 
Karnataka and Kerala which may at least partially be 
attributed to intrigue within the party. 

In Andhra Pradesh the chief minister finds himself 
beleaguered by renewed dissident activity following the prime 
minister’s adverse comments consequent on his handpicked 
nominee losing the safe Kimayatnagar seal. Two Congress 
veterans, M Chenna Reddy, the previous chief minister whose 
ouster was engineered by Janardhan Reddy, and Y S Raja 
sekar Reddy who feels done out of victory following the 
‘hasty countermanding’ of the Cuddapah Lok Sabha elec¬ 
tion, allegedly the work of the chief minister, once again, 
have both joined hands to strengthen dissident activity. The 
prime minister for his own reasons has had to refrain from 


taking sides, first, to ensure ms own election from Nandyai 
and then to take care of the presidential election. The latest 
appeal for unity was made with reference to the Ayodhya 
developments. And the compulsions of survival have 
demanded of the chief minister the most abject forms of 
servility to the high command. Janardhan Reddy has ordered 
that by August 1$ all government offices and institutions are 
to display Narasimha Rao’s portraits. There is also thrilling 
news for the people of the rural areas of the state—the chief 
minister has promised to make available to all libraries “right 
up to the village level” copies of a recent biography of the 
prime minister. 

In Karnataka S Bangarappa who has, from the time he 
was made chief minister by Rajiv Gandhi, taken great pains 
to alienate many of his party legislators, has only his own 
gaucherie to blame. The list of allegations of balatant cor¬ 
ruption levelled against him swells by the week, to which the 
unrepentant chief minister is sneeringly dismissive. Further 
his attempt to make capital out of the Cauvery issue has only 
served to give his rivals some more ammunition. The an¬ 
nouncement by V C Shukla that Karnataka had released 
some water to Tamil Nadu militates against Bangarappa’s 
protest that no water had been released. Predictably his op¬ 
ponents are unrelenting in their demand for his resignation. 
To pre-empt the high command from any hasty dismissal 
Bangarappa organised a somewhat peculiar show of 
strength—18 state ministers, 30 MLAs and numerous party 
members from the state accompanied him to New Delhi, 
doubtless at state expense, to bid farewell to the chief minister, 
who was off on a three-week tour of foreign countries. 

In Kerala, for chief minister K Karunakaran, leading a 
motley bunch of parties that constitute the UDF government, 
it is not only the retention of power that matters. F.qually 
important is the doing down of fellow Congressman A K 
Antony whose CWC victory has renewed the insecurity of 
the chief minister that had partially been dispelled when 
Vayalar Ravi defeated Antony in what is suspected to be a 
rigged PCC presidential poll. It is speculated that the chief 
minister’s ambition is to pave the way for his son K 
Muralidharan’s elevation as chief minister. Clearly the 
party’s south Indian chieftains have presumed on too much 
with regard to future prospects. What is being overlooked 
in this uninhibited indulgence in inner party intrigue and 
leadership tussles is that the party’s hold on south India is 
not as solid as it appears. In Kerala it does not take more 
than a difference of a couple of lakh of votes to change 
the outcome altogether, while both Andhra Pradesh and 
Karnataka have turned to regional parties in the not too 
distant past. 
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POLITICS 

Nefarious Game 

THE recrudescence of construction 
activity on the Ram Janmabhoomi-Babri 
Masjid site and the policy of prostration 
before it adopted by the centre, seem to 
have more to them than meets the eye. 

The BJP’s decision to whip up a frenzy 
and renew the spirit of the 1990 rath 
yatra has, significantly, come fast on the 
heels of its declining popularity in the four 
states that it is ruling. Popular disenchant¬ 
ment with the performance of BJP-run 
state governments as well divisions within 
the organisation, have recently found their 
reflection in elections (in the Shimla 
municipality in Himachal Pradesh and in 
the UP council poll). The shooting down 
of workers in Bhilai in MP and one of the 
ugliest caste riots in Kumher in Rajasthan 
have blemished the party’s public image. 
In order to distract public attention from 
these failures, as well as to keep together 
the restive ranks which are splitting into 
factions (the worst such division having 
taken place in the party’s MP unit), an 
agitation was urgently necessary. It first 
tried to stir up trouble over the issue of 
the transfer of Tien Bigha corridor to 
Bangladesh. The VHP and RSS rabble- 
rousers promptly arrived on the scene with 
storm-troopers from UP, MP and other 
north Indian states where the BJP com¬ 
mands influence. ‘Suicide squads’ were 
formed to prevent the transfer. But it all 
came to nothing. Within West Bengal, it 
failed to muster popular support, and as 
for the rest of the country, Tien Bigha was 
too far away from public consciousness. 

Having failed in Teen Bigha, the BJP 
now turned once again to their traditional 
base—north India—and resumed the 
agitation on Ra}U Janmabhooini. Since 
coming to power in.UP, the BJP govern¬ 
ment had been insidiously preparing the 
ground for construction activity, first by 
acquiring some land in the area on the 
plea of ‘promoting tourism’ and then by 
constructing a boundary wall around the 
land, and finally allowing the VHP to 
start digging to lay the foundation of the 
‘Singhadwar—the gateway to the temple 
(which, the BJP now claims, is the Babri 
Masjid itself!). The soil was thus fertile 
enough to revive the agitation. The time 
was also appropriate for deflecting the 
limelight of the media from the skeletons 
in the BJP cupboard^ the political son 
et lumiera of ‘Hirijdutva’ outside. 
Although the party leaders and the VHP 
'sadhus' have not yet been able to claim 
as enthusiastic a response as the one 
elicited in October 1990,.they have suc¬ 
ceeded in capturing media headlines all 


1512 


through last week—which serves the 
original purpose. 

As for the central government, the 
resurgence of the BJP agitation has come 
as a boon. The scandal over the stock 
scam had pushed the government to a cor¬ 
ner, with several ministers and bureaucrats 
under a cloud. Now, with all attention 
turned to Ayodhya, the opposition has 
been forced to decelerate its attack on the 
scam issue. The prime minister, known for 
his dilatory tactics (all in the name of 
arriving at a ‘consensus’) is trying iiis best 
to keep the ‘ma.sjid-mandir’ dispute alive, 
by dragging on with endless negotiations 
and purposeless meetings. Tbday, it is a 
meeting ol parliamentarians, tomorrow a 
session of the National Integration Coun¬ 
cil, day after tomorrow may be it will be 
a round-table of religious leaders. These 
futile and tiresome meetings are intended 
to divert the attention of both the opposi 
tion and the public from the scam. It is 
in the same way that the government took 
the heat out of the opposition agitation 
over the Bofors scandal. 

Meanwhile, in Ayodhya the VHP-RSS 
axis is continuing with the construction. 
Even if they aie stopped now, they will 
have a headstart with the first stage of rite 
work completed. From past indications, 
any settlement that might be arrived at. 
will opt for a status quo in order to avoid 
a fight to the bitter end. This wiil allow 
the Hindu bigots to retain whatever con¬ 
struction or structure that they might have 
built by now. In the past also, they were 
stopped half way, as in 1949 when they in 
stalled an image inside the mosque, which 
was allowed to remain there on the plea 
of maintaining the status quo'. In this way, 
inch by inch, the Hindu religious leaders 
are being allowed to gain their nefarious 
objective. Every new status quo is actually 
an advance from the status quo ante posi¬ 
tion for these people, in their final aim to 
superimpose their temple on the mosque 

GDI D 

Crying Wolf 

THE moment the international price of 
gold goes up, does not matter for what 
reasons, and however temporary the rise, 
there is an outcry that with the domestic 
price remaining the same the margin on 
open importation of the yellow- inetal 
would go down, and gold smuggling 
would revive. Ot course, the underlying 
purpose is to have the duty on gold im¬ 
port, already slashed down to Rs 220 per 
10 grams, abolished. Interestingly, how¬ 
ever, reports of rise in the international 
price of gold have coincided with those 
of gold smuggling having declined. 


The explanation is not far to seek. Even 
with the rise in the international price of 
gold the margin on open gold import, 
after payment of duty in foreign exchange, 
works out to 7.65 per cent or roughly 
Rs 28,900 per kilogram. As the realisation 
is dawning on Deopie how substantial the 
gam continues to be, the hike in interna¬ 
tional price notwithstanding, people are 
inclining more and more towards open im¬ 
port rather than smuggling of gold. One 
has to remember that smuggling itself en¬ 
tails hazards whose cost cannot be in¬ 
substantial, particularly wheqone allows 
lor the additional expense increased on 
account of the modes of transaction and 
transportation resorted to and also the 
risk of being rounded up in the process 
of smuggling and being penalised. Also, 
one should not overlook that smuggling 
will be financed through the ‘hawala’ 
market which has a premium of its own. 

But, no less importantly, is not the re¬ 
cent rise in the international price of gold 
far too fortuitous a development which 
may not hold for long? The international 
price of gold seems to have registered a 
spurt mainly in response to interest rate 
changes in the opposite direction in 
Cicnnany and the US. While the German 
di’.cfimt rate has been raised, the US had 
•or its own reasons to do exactly the op¬ 
posite. How long this divergent movement 
in interest rates will be allowed is itself a 
inatiet of speculation. Also, it is possible 
that the initial impact on gold price of the 
divergent movement in interest rates may 
well correct itself and the gold price may 
revert to its longer-term equilibrium level. 

In any case it appears totally unwar¬ 
ranted to raise the bogey of a possible 
spurt in smuggling on the above score. 
What should certainly be a matter of con¬ 
cern is that in case the proposal, announc¬ 
ed at the time of the budget, to introduce 
Gold Bonds is implemented and an offer 
is made a.s promised to grant immunities 
and exemptions from any questions, the 
domestic demand for gold may register a 
spurt Which open import of gold might 
prove inadequate to meet. Then smuggling 
might well revive. 

JUDICIARY 

Unrealistic Expectations 

A correspondent writes: 

ALL through the Ram Janmabhoomi- 
Babri Masjid dispute, secular citizens have 
quite often pinned all hopes on the 
judiciary for a solution. This is as it 
should be in any country that claims to 
be secular. But in India today, things being 
what they are, can one really rely on the 
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judiciary? For one thing, the courts are 
allowing themselves to be reduced to 
‘paper tigers’, helplessly watching their 
orders being violated every day. TWo, all 
members of the judiciary are not as 
dispassionate as expected to be, when it 
comes to matters relating to religion. 

To give instances of the first, it was as 
far back as November last year that the 
Supreme Court directed the Uttar Pradesh 
government to maintain status quo with 
regard to structures located within land 
acquired adjacent to the disputed site The 
VHP with impunity began demolishing 
several old buildings in the acquired land 
from March onwards. Both the UP chief 
minister Kalyan Singh and the VHP boss 
Ashok Singhal showed scant regard for 
the Supreme Court’s notices served on 
them in A|5ril, when digging on the ac¬ 
quired land to lay the foundation of the 
temple commenced, in spite of the 
Supreme Court’s direction to the UP 
government to stop digging on June 23, 
the work continued, lb cap it all, VHP 
volunteers burnt effigies of the Supreme 
Court judges in Ayodhya, and in Delhi 
right in front of the chamber where the 
hearings were taking place in the Supreme 
Court, they shouted slogans denouncing 
the judges. It is quite amazing to find the 
judiciary pocketing its pride in the face 
of such repeated humiliation. Yet, judges 
in our country are known to be quick at 
taking offence every now and then, and 
hauling up people on charges of 'con¬ 
tempt of court’, and imposing fines or 
prison terms on them. Imagine how the 
entire fraternity of judges would have 
reacted if any citizen dared to abuse a 
judge, leave alone burn his effigy. Are we 
to understand then that demonstration of 
muscle power by religious bigots of the 
majority community can overawe the 
judiciary? 

But there is another tendency more 
alarming than the pathetic prostration of 
the judiciary. It should be recalled that it 
was the district judge who in February, 
1986 directed the district authorities to 
open the locks of the Babri Masjid to 
allow the Hindu devotees to go and pray 
there. This was in contravention of the 
consensus reached in 1949 that the status 
quo should be maintained till such time 
as the courts decide the ownership. By 
opening the locks, the judge allowed only 
one party to the dispute (the Hindu 
devotees) to exercise its rights. Now, four 
former chief justices of different high 
courts have filed an application wanting 
to Intervene in the writ petitions being 
heard by the special full bench of the UP 
high court. Opposing the writ petitions 
{which have challenged the UP govern¬ 


ment's acquisition of land forming part 
of the disputed shrine), the former judges 
(all Hindus) have stated in their applica¬ 
tion that the site had been "in the posses¬ 
sion of Bhagwan Shri Ram Vi raj man ever 
since his manifestation as an incarnation 
of Lord Vishnu”. If people who were once 
high court judges can entertain such 
beliefs, one wonders what sort of fair 
justice they meted out when they occupied 
the honoured positions. Given such strong 
beliefs, their judgments could not have 
proceeded from the body of law, but from 
their steadfast faith in Shri Ram and other 
such Hindu divinities when they were 
required to decide on mundane disputes 
over religious shrines. Judging by the way 
things are moving, the Supreme Court 
may be call upon to give judgment on 
the birth of all the mythological characters 
of the Hindu pantheon! We are not far 
behind Pakistan, where the Islamic 
religious courts are threatening to take 
over the traditional functions of the 
judiciary. 

IRRIGATION PROJECTS 

Health Impact Ignored 

THE Morse report has made a devastating 
comment on the status of public health 
in the area around the Sardar Sarovar dam 
which has been all but ignored. The report 
has recorded a 1992 World Bank consul¬ 
tant’s findings describing parts of the pro¬ 
jects as ‘death traps’ which have introduc¬ 
ed malaria into many areas by creating 
ideal breeding sites. There has apparently 
been a total collapse of vector control 
measures and the incidence of malaria has 
shown a sharp rise in these villages in 
Gujarat. 

Certainly, the lack of concern for its 
public health impact is yet another design 
fault of the Narmada project, for which 
it must be indicted. However, this neglect 
is not confined to the Narmada projects 
alone but is endemic to the whole process 
by which irrigation projects are designed 
and approved. While in recent years the 
ministry of environment and forests has 
been closely involved with the process of 
approving a project, the annual report of 
the ministry of watet resources does not 
document a single project where the 
public health impact on populations in the 
command area, both during the long 
period when the project is under construc¬ 
tion and afterwards, has been even a pass¬ 
ing concern. And yet the fact that the 
creation of new water sources may change 
the epidemiological profile of local popu¬ 
lations is not something which has just 
become known. Interestingly, the early 
health plans and nolicies and recommend- 


TWENTY YEARS AGO 

EPW, July 15, 1972 

There was nothing unintended about 
the particular brand of cynicism practised 
recently by sonic ol the leading economic 
functionaries of the central government 
m relation lo the agriculturists' stir in 
Tamil Nadu, this is no doubl phase one 
ol ihe bid of topple the only remaining 
non-C'ongress government worth the 
name in ihe country. Bui much more than 
the fate of the DMK government is al 
stake The agnation in Coimbatore started 
with a demand for reduction in Ihe rates 
charged on power supply to farmers. Once 
some concessions were made in response 
to this demand ihe Coimbatore District 
Agriculturists’ Association came up with 
more demands; among these is one which, 
if conceded, would nullify an important 
experiment in progressive taxation of 
agriculture attempted by the government 
ol Tamil Nadu. From 1955 ihe state 
government has offered to assessees under 
the agricultural income-tax the option of 
being taxed on the basis of the size of their 
holdings expressed in terms of 'standard 
acres'. The Madras Agricultural Income- 
Tax Act of that year defined a 'standard 
acre’ as “one acre of wet land assessed to 
land revenue at the rate of Rs 8 and above 
per acre" or “one-third of an acre of land 
used lor growing arecanui", or “three- 
fillhs of an acre of land used for grow¬ 
ing tea", and so on. Accordingly, the lax 
lev iable was also slated in terms of stan¬ 
dard acres Those who opted for being 
assessed in terms ol standard acres had 
the advantage of not having to maintain 
detailed accounts of income and expen¬ 
diture. To reduce the administrative costs 
of individual assessment of income the 
government also offered an incentive to 
assessees to opt for the compounding 
method; tjie rates of tax leviable on stan¬ 
dard acres are lower than might have been 
applicable it they had been based on the 
actual income derivable from the holdings. 

The Tamil Nadu government has 
recently attempted to widen the coverage 
of the tax and make it more progressive. 
It has enlarged the list of crops separate¬ 
ly identifiable for ihe estimation of stan 
dard acres, modified the equivalence bet¬ 
ween different crops to conform more 
closely to the returns now obtainable from 
them, and sjepped up the rates of tax. 

It is this more comprehensive system of 
compounded levy that is under fire from 
the Coimbatore District Agriculturists’ 
Association It is aided and abetted not 
only by all the parties that call themselves 
‘progressive’ but by key ministers in the 
central government entrusted with respon¬ 
sibilities of planning and development. 
The merits of the Tamil Nadu system of 
taxation of agricultural incomes can per¬ 
haps be questioned, but what is extra- 
oidmary is that the system is being dis¬ 
missed merely, on the ground that it is too 
complicated and that this objection 
should have the support of persons who 
are urging slate governments to taise mote 
resources by taxation of agriculture. 
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ed that a health component be part of all 
project assessment mechanisms, whether 
they be for 'be laying of railway lines, ir¬ 
rigation dams or power projects. And 
while early projects did pay some atten¬ 
tion to this aspect, even if only on paper, 
it was jettisoned subsequently. This 
despite the fact that the link between the 
spread of malaria and irrigation projects 
has been long established. 

The notion that changing environ¬ 
ments—an inevitable consequence of large 
projects—will necessarily change health 
profiles has clearly not been integrated in¬ 
to the process of planning. For instance, 
the criteria for identifying ‘problem 
villages’ in the drinking water programme 
are that they do not have a safe drinking 
water source within 1.6 km and/or that 
the water sources are contaminated bio¬ 
logically (with guinea worm, cholera, etc) 
and chemically polluted due to fluoride, 
brackishness, etc The point is that the 
very process of providing water to the 
village within easy distance may make for 
contamination not only in the limited 
sense as defined here but by providing 
water stretches for the spread of 
malaria/filaria vectors. 

In sum, the neglect of public health 
concerns in the planning and executing 
projects like Narmada is not due to lack 
of awareness but is a deliberate omission. 
For there is no way the health and well¬ 
being of the powerless can be reconciled 
with the mega benefits that a project will 
yield to those in power. And if proof were 
needed one would only need to ask if any 
of the 16-odd major projects that the 
World Bank is funding in India has ever 
taken into consideration these aspects. Or 
for that matter, whether the Indian 
government has at any point asked for a 
public health impact assessment survey of 
large dams and irrigation projects. Ob¬ 
viously, the only way to solve a problem 
is not to define it. 

PAKISTAN 

Riding a Tiger 

IT was in the last week of May that the 
Nawaz Sharif government authorised the 
Pakistan army to take charge of the law 
and order situation in Sind for a period 
of six months. While this action is a 
response to the long period of violence in 
the province, it also marked the re-emer¬ 
gence of the army on the political scene. 
Not that the army has ever withdrawn 
from political affairs in Pakistan, but it 
had certainly been keeping a low profile. 
The May authorisation under Article 147 
of the Constitution virtually meant that 


the civil administration was placed Under 
army command, though it did not sus¬ 
pend the rights of citizens to approach the 
civil courts. This limits the extent of army 
power but also helps to maintain a notion 
of protecting human rights. 

The army operations immediately 
targeted Altaf Hussain’s Mohajir Quami 
Movement and, in what was termed a 
dramatic move, ’unearthed’ torture and 
rape cells maintained by the party, the 
existence of which had long been known. 
The MQM reacted to this by withdrawing 
its support from both the federal and the 
provincial governments. It may be recall¬ 
ed that the MQM has had a fairly close 
relationship with the Sharif government 
after severing its connections with the 
Pakistan People’s Party in 1990. That 
however changed drastically after several 
incidents, in one of which the MQM was 
responsible for the kidnapping of a leader 
of the ruling Islami Jamhoori Ittehad 
(IJ1). Long before this Sind had witness¬ 
ed an escalation of violence by the MQM 
which has resorted to terror tactics to keep 
its critics silent. More importantly for 
Sharif, it had begun to openly criticise ihe 
federal government. The moment then 
was opportune for Sharif to let loose Ihe 
army in Sind, ostensibly to control the law 


D P Sham? 

DALAL STREET resumed trading on 
July 15 after remaining unofficially closed 
since June 11 with only two trading ses¬ 
sions (June 25 and 26) in between. But this 
brought little change in the all-pervading 
feeling of uneasiness bordering on frustra¬ 
tion because of the continuing uncertainty 
about the transferability of floating shares 
standing in the names of persons notified 
by the custodian. The stockbroking com¬ 
munity called off the boycott at the behest 
of the stock exchange governing body 
which had been under increasing pressure 
from the government and the Securities 
Exchange Board of India (SEBI) who 
have Nsen deeply concerned about the 
possible repercussions of continued 
suspension of trading slot only on inves¬ 
tors at home but also on much-sought- 
after foreign investment. 

The resumption of trading was based 
on the formula evolved by the BSE gover¬ 
ning board the previous day stipulating 
that (a) all shares already declared 
‘jainted’ would be treated as bad delivery, 
(b) sharer, standing in the names of per¬ 
sons against whom FIRs have already 


and order situation. 

At the moment confusion reigns: it is 
a fact that the army has brought a 
semblance of civic safety in urban Sind. 
The point not to be forgotten is that 
extreme forms of police violence had 
targeted the PPP since 1990. The PPP 
condemned the army involvement in the 
beginning but Benazir Bhutto has now of¬ 
fered to co-operate with the army if the 
assembly is dissolved. Clearly the army, 
after having got the authorisation, is now 
virtually running Sind and is once again 
making its presence felt in Islamabad. 

Simultaneously, the MQM has been put 
in an embarrassing position. The army 
clean up has exposed the MQM’s manner 
of functioning and this has been acknow¬ 
ledged by the prime minister openly. Some 
elements have tried to distance themselves 
from the party by forming a rival faction 
not owing allegiance to Altaf Hussain, for 
some time now based in London. How¬ 
ever, it is also abundantly clear that the 
major parties are going to be using this 
as an opportunity to gain political mileage 
which means that once again taking ac¬ 
tion against the MQM and its brand of 
politics will become synonymous with 
tackling the issues which have given rise 
to parlies like the MQM. 


been filed but whose names have not been 
notified shall be good for registration pro¬ 
vided the holder of these shares has made 
bona fide payment for purchase of the 
securities and (c) in the event of further 
notification of persons, securities which 
stand in the names of persons who may 
be notified would be considered as bad 
delivery. In such cases the first introduc¬ 
ing member after July 15 has to replace 
the securities or make payment within 
seven days of delivery of securities by the 
receiving member. Stockbrokers could not 
be expected to take kindly to these condi¬ 
tions. Even so, they resumed trading. 
Business put through on the first day was 
nominal and restricted to a mere 326 
scrips. The number of traded scrips in¬ 
creased to 729 the next day and further 
to 1,106 on July 17. Thi volume of busi¬ 
ness was extremely poor all through 
though it picked up a little on the third 
day. Equity prices registered substantial 
declines in thin dealings under light but 
persistent offerings induced presumably 
by frustration over the market’s prolonged 
closure. The BSE sensitive index recorded 
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a decline of 8.9 per cent (from 3080.5 to 
2806.3f and the national index moved 
down by 5.7 per cent from 1338.8 to 1262. 

In view of the continuing uncertainty 
about the transferability of shares because 
of the differing interpretations of the pro¬ 
vision relating to fraudulent property 
being attached under Section 4 of the 
Special Courts (Transactions in Securities) 
Ordinance and the serious implications of 
dealing jn contaminated shares, activity 
on the stock exchange is unlikely to 
register any really significant increase. 
That Justice S N Variava should have 
deemed it advisable to direct the stock ex¬ 
change and other parties involved in the 
‘tainted 1 shares belonging to notified per¬ 
sons to work out a formula to sort out the 
issue of transferability of shares under¬ 
lines the complex nature of the problem 

Since massive tunds have been diverted 
by certain prominent brokers in devious 
ways from banks to the stock market— 
and a considerable amount "of money is 
believed to have been sent abroad—there 
is certainly a need for ascertaining how 
ownership of shares was acquired. But it 
is equally important to identify bona fide 
transactions though notified persons may 
figure in such deals. One could argue that 
with black money which has been running 
a parallel economy legalised over the 
years through ordinances and smuggling 
reckoned as a well-organised activity, too 
much need not be made of (he issue of 
transferability of shares which has already 
seriously impaired the normal functioning 
of the market. To question the legitimacy 
of transactions which have gone through 
the clearing house and in respect of which 
payments have already been made may 
amount to, it has been argued, violation 
of the sanctity of the contract, the ques¬ 
tionable ownership of the shares not¬ 
withstanding. Expeditious settlement of 
the long-drawn-out dispute over the 
transferability of shares standing in the 
names of notified persons and floating in 
the market with blank transfers is 
necessary for restoring normalcy to the 
market. 

It is natural enough for the custodian 
and the income-tax department to try to 
recover the money swindled by certain 
prominent brokers—not without the col¬ 
lusion of bank officials and very likely in¬ 
fluential politicians and civil servants— 
from properties they have attached. But 
the need for ensuring normal functioning 
of the market through a workable formula 
for transfer of disputed shares can scarcely 
be overemphasised. 

Even after the return of normalcy, the 
stock market will not be the same again 


as it was before the disclosure of the 
securities scam. For there is little chance 
of another Harshad Mehta appearing on 
the scene. And even if Harshad Mehta 
himself were to reappear he would not be 
in a position to mobilise resources on a 
big enough scale to engineer the kind of 
boom he manoeuvred earlier. Think of the 
BSE sensitive index and the national in¬ 
dex recording a phenomenal rise of 132 
per cent and 120 per cent respectively in 
just three months; such a rise had never 
been witnessed before. 

The multi-crore securities scam could 
well turn out to be a blessing in disguise 
ay bringing into sharp focus the impera¬ 
tive need for steps to cleanse the finan¬ 
cial system as also for enforcing stricter 
discipline on the stockbroking community 
as well as on financial intermediaries to 
ensure healthy functioning of the secon¬ 
dary as well as primary markets. 

Some measures have already been initi¬ 
ated in this direction. Transactions in 
securities will henceforth be strictly 
monitored. SEB1 seems determined to 
punish brokers found guilty of malprac¬ 
tices in disregard of the rules and bye-laws 
of the exchange It has started looking into 
the books of members of the Delhi and 
Bangalore stock exchanges. Investors’ in¬ 
terests are sought to be protected through 
full and fair disclosure of information 
relating to investment proposals, man¬ 
datory underwriting of all issues, procure¬ 
ment of minimum 90 per cent of the issue 
amount and prohibiting mutual funds 
from participating in promoters' quota 
shares with a view of ensuring larger stake 
by promoters in the company. Guidelines 
have been prescribed for various financial 
intermediaries—merchant bankers, regis¬ 
trars of public issues and mutual funds. 
All these measures should contribute to 
improved functioning of the stock/ 
capital market and strengthen investor 
confidence. 

Much has been said about the adverse 
repercussions of the securities scam on in¬ 
vestor confidence here as well as abroad. 
It has been pointed out that whatever in¬ 
terest and excitement the liberalisation 
provisions in the union budget created 
regarding investing in the country’s stock 
markets are dead and that it will be a good 
many years before foreigners look at the 
Indian markets again. This appears to be 
too alarmist a view of the fall-out of the 
securities scam. 

Most comments on the impact of the 
sharp decline in equity prices in the wake 
of the securities scandal, betray a lack of 
proper perception of the overall market 
scenario. At July 17 closings the BSE sen¬ 
sitive index showed a decline of 37.2 per 


cent from its all-time high mark of 4467.3 
(closing) and the national index was down 
by 36.6 per cent. The decline, steep as it 
certainly is, needs to be seen against the 
preceding staggering rise since the begin¬ 
ning of January 1992—128 per cent in the 
case of the BSE sensitive index and 120 
per cent in the case of the national index. 
Despite this steep decline, the BSE sen¬ 
sitive index stands 43.3 per cent above its 
January 1 closing and the national index 
is higher by 39.4 per cent. Judged purely 
by the indices, net appreciation since the 
beginning of the year is by no means 
small, far exceeding the performance of 
any other asset—precious metals and real 
estate not excluded. 

The fall in equity prices from their 
highest levels does not therefore need to 
be viewed with the concern expressed in 
many quarters. The current decline is in 
the nature of a secondary reaction accen¬ 
tuated by the fall-out of the'scam. Once 
the process of adjustment is complete, the 
market will resume its primary upward 
trend. All that is needed is a turn in sen¬ 
timent which knows no logic Public 
response to new issues is a more mean¬ 
ingful indicator of investor confidence 
than the behaviour of the secondary 
market. In this context it needs to be noted 
that the money raised through 148 capital 
issues during the April-June quarter 
amounted to Rs 2,905 crore—a record for 
any quarter—of which as much as 71 per 
cent was contributed by the general public 
It is often said that confidence is a tender 
plant slow to revive once it withers. But 
speculative markets are known for their 
spectacular recuperative powers. 
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STATISTICS 


Variation (per cent) 


Index Numbers of Wholesale Prices 

Latest 

Over 

Over 

Over 





<1981-82 = 100) 

Weight 

Week 

Last 

Last 

March 

In 

In 

In 

In 



6-6-92 

Month 

Year 

1992 

91-92 ’ 

90-91 

89-90 

88-89 

Ail Commodities 

100 0 

221.2 

l.l 

119 

1.6 

13.6 

10.3 

7.5 

7.5 

Primary Articles 

32.3 

231.2 

1.0 

12.5 

2.6 

18.2 

13.0 

2.2 

4.9 

Food Articles 

17.4 

267 2 

1.5 

18.5 

4.9 

20.2 

11.8 

12 

#9 

Non-food Articles 

10.1 

224.9 

0.1 

39 

-1.2 

18.2 

17.0 

3.6 

-1.7 

Fuel, Power, Light and Lubricants 

10.7 

214.1 

— 

13.0 

0.3 

13.2 

12-3 

3.6 

5.6 

Manufactured Products 

57.0 

216.8 

1.3 

11.4 

1.2 

11.2 

8.4 

11.3 

9.4 






Variation (per cent) 



Coal of Living Index 


Latest 

Over 

Over 

Over 






Base 

Month 

Last 

Last 

March 

In 

In 

In , 

In 



1992 

Month 

Year 

1991 

1991 92 

1990-91 

89-90 

88-89 

Industrial Workers 

1982 - 100 

234' 

1.3 

14.7 

2.2 

13.5 

11.2 

6.5 

9.1 

Urban Non-Manual Employees 

1984 85 - 100 

192’ 

0.5 

136 

13.6 

13.5 

11.0 

6.9 

8.2 

Agricultural Labourers 

July 60 to 

I046 4 

— 

22.6 

— 

19.3 

7.5 

3.2 

11.4 


June 61 = too 














Variation (pci cent in 

brackets) 



Money and Banking 


Laiest 

Over 

Over 

Over 







Week 

Last 

last 

March 31, 

In 

In 

In 

In 



(29 5 92) 

Month 

Year 

1992 

91-92 

90-91 

89-90 

88-89 

Money Supply (M ( ) 

Rs crore 

3,30,288 

5.505 

52.623 

15,195 

49.560 

36.242 

37,866 

30,877 




(17) 

(19 0) 

(4 8) 

(18.5) 

(15.7) 

(19.6) 

(19.0) 

Net Bank Credit to Government Sector 

Rs crore 

1.67,929 

3,481 

19,785 

9,639 

24,589 

21,477 

19,631 

12,771 

Btutk Credit to Commercial Sector 

Rs crore 

1,99,616 

1,448 

25,870 

8,424 

24,173 

14,832 

23,184 

21,686 

Net Foreign Exch Assets of Bailing Sector Rs crore 

18,894 

- 216 

11,406 

633 

10,098 

1,519 

85 

1,033 

Deposits of Scheduled Commercial Banks Rs crore 

2.37,917 

1,953 

39,593 

8.571 

37.916 

25,583 

26,809 

22,105 




(0 8) 

(20.0) 

(3.7) 

(19 7) 

(15.3) 

(19.1) 

(18.7) 

Foreign Exchange Assets 

Rs croie 

13.922 

305 

11,245 

656 

9,017 

1.710 

-600 

-830 




(-21) 

(4201) 

( 4 5) 

(225 5) 

(-30.0) 

(-95) 

(-116) 

Index Numbers of Industrial 

Weight 

lates: 








Production 


Month 

Averages for 


Variation (per cent) 


(1980-81 100) 


(Dec 91) 



In 

In 

In 

In 

In 




1991 92 

1990-91 

1990 91 

1989 90 

1988-89 

1987-88 

1986-87 

General Index 

100.0 

220 3 

201 7 

203.2 

84 

86 

8.7 

7.3 

9.1 

Mining and Quarrying 

11.5 

246 0 

231.5 

206 5 

3 5 

63 

7.9 

3.8 

6.2 

Manufacturing 

77.1 

209 6 

193 3 

198.1 

92 

8.6 

8.7 

7.9 

9.3 

Elen licit y 

11 4 

266 2 

252.2 

234 6 

86 

10.8 

95 

77 

10.3 

Basic Industries 

39.4 

NA 

NA 

NA 

4 3 

5.4 

99 

5.6 

92 

Capital Goods Industries 

16 4 

NA 

NA 

NA 

21 9 

22.4 

7.0 

15.9 

182 

Intermediate Goods Industries 

20 5 

NA 

NA 

NA 

5.6 

4.3 

11.5 

4.8 

4.4 

Consumei Goods Industries 

23.6 

NA 

NA 

NA 

NA 

63 

4.2 

6.5 

7.1 

Durable Goods 

2.6 

NA 

NA 

NA 

109 

1.7 

12 0 

7.8 

18.9 

Ndn-Durablc Goods 

21 0 

NA 

NA 

NA 

5.2 

7.5 

2.5 

6.2 

4.9 

Foreign Trade 

Unit 

Latest 

Cumulative for* 








Month 



In 

In 

In 

In 

In 



(Mar 92) 

1991-92 

1990-91 

199-92 

1990-91 

1989 90 

1988-89 

1987-88 

Export 

Rs crore 

4.7X5 

43,823 

32,553 

43.828 

32,597 

27,681 

20232 

15,674 






(34.6) 

(17 5) 

(36.8) 

(29.1) 

(25.9) 

import 

Rs croie 

4.726 

47,797 

43,193 

47,797 

43,171 

35,416 

282 3' 

22,244 






(10.7) 

(21.9) 

(25 4) 

(26.9, 

(10.7) 

Balance of Dade 

Rs crore 

t 59 

- 3,974 

- 10,640 

-3,974 

8,545 

-7.735 

-8,003 

-6,570 

Employment Exchange Statistics 

Unit 

Laiest 

Cumulative for* 








Month 



In 

In 

In 

In 

in 



Nov 

1991 

1990 

1990 

1989 

1988 

1987 

1986 

Number of Applicants on Live Register 










as at end of Period 

Thousand 

36,302 

36.302 

34.484 

34,632 

32,776 

30,050 

30247 

30,131 

Number of Registrations 

Thousand 

495 

5.804 

6.541 

6,541 

6,576 

5,963 

5,463 

5,535 

Number of Vacancies Notified 

Thousand 

43 

468 

444 

530 

600 

543 

621 

623 

Number of Placements 

Thousand 

19 

234 

241 

284 

289 

329 

360 

351 

Income 

Unit 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

1984-85 

1963-84 

Gross Domestic Product (current prices) 

Rs crore 

4,72.599 

4,01,569 

3,51,724 

2,94,266 

2,59,055 

2,33,476 

2,06,577 1,868,723 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2.10,477 

1,99,329 

1,87,725 

1,70.041 

1,62,711 

1,56,600 

r.50,469 

1,44,865 

Per Capita Income (1980-81 prices) 

Rupees 

2.227 

2.148 

2,078 

1,903 

1,866 

1,842 

1,811 

1,787 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs, r- Upto latest month for which data are available. NA- Not available.- 
+ + Provisional dau. @ Quick estimates. 

Notes: (I) Superscript numeral denotes month to which figure relates, e g, superscript 1 indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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COMPANIES 


Constraints on Housing Finance 


JaireJ Kapadla 

BOTH the approvals and disbursements 
of loans for housing by the Housing 
Development Finance Corporation 
registered declines during the year ended 
March 31, 1992. The amount of loans ap¬ 
proved which was Rs 813.78 crore during 

1990- 91 declined to Rs 711.86 crore during 

1991- 92. Loan disbursements amounted to 
less at Rs 627.78 crore compared to 
Rs 668.30 crore previously. 

These trends call for special attention. 
The need for housing in the country is 
growing, whereas the allocation of public 
sector funds for housing has been pro¬ 
gressively lagging behind this growing 
need. At the same time, housing activity 
in the private sector, where it is concen¬ 
trated, continues to be denied the facility 
of organised finance and the status of 
industry. Such being the condition of 
housing in the country, the pressure of 
loans on the HDFC should be rising year 
after year. How come then that HDFC’s 

The Week’s Companies 


sanctions and disbursements declined in 
1991-92? Some pointers are seen in 
H T Parekh’s statement as chairman to 
HDFC shareholders. 

One has to do with what Parekh calls 
“key misconceptions" that have arisen in 
the minds of our planners and policy¬ 
makers that impinge on resource mobilisa¬ 
tion strategies of housing finance institu¬ 
tions. The misconceptions arise from lack 
of recognition of the importance of hous¬ 
ing investment to economic development. 
If this situation is not corrected even in 
the Eighth Plan, Parekh fears that 
“another decade will need to pass before 
major progress can be made”. Secondly, 
in connection with the liberalisation of 
policies during 1991-92, the HDFC chair¬ 
man observes that policy-makers will have 
to be careful with respect to the pace and 
incidence of deregulation, especially keep¬ 
ing in mind that partial deregulation can 
be enormously harmful in the short run 


to a whole class of institutions unless care 
is taken to ensure that all have equal ac¬ 
cess to the pool of savings in the economy. 
Finally, and apparently buttressing the 
above, Parekh points out that developed 
economies worldwide have used the prin¬ 
ciple of home-ownership as an anchor for 
the development of a free and democratic 
society and have explicitly stated that 
housing policies and the health of their 
housing finance institutions are major 
concerns of their governments. 

The HDFC chairman makes an obser¬ 
vation later in his statement which appears 
to provide a more direct clue to the decline 
in the institution’s operations last year. He 
says: 

The policy enviionmem on both demand 
and supply side of the housing market in 
India has been increasingly distorted over the 
years by oneious legislation and time- 
consuming procedures. I ocal authorities 
have imposed their own regulations through 
municipal and development rules. As a 
result, ihc inelasticity of supply in the face 
of grcally increasing demand for residential 
accommodation has resulted in high and 
increasing prices of urban property... Ur¬ 
ban land policies that restrict the supply of 
available land foi housing construction, and 
rent control legislation which prelects ex¬ 
isting tenants at the expense of all future 
potential tenants by eliminating rental 
markets from functioning, save for the very 
wealthy, have luitiler distorted the supply 
response. As a result, new housing cannot 
develop, and the existing housing stock re¬ 
mains unutilised.. Affordability of hous¬ 
ing will remain the key issue even if housing 
finance were made widely available. This 
would mean not only a reasonable cost for 
finance but a complete overhaul of current 
regulatory land and rental policies, stamp 
duties on transfer of property, fiscal treat¬ 
ment of property income, and deductibility 
of interest on housing loans for self¬ 
occupation 

* * * 

Results of the three companies in review 
are a mixture of good and not-so-good. 
Union Carbide of India has fared well 
during the year ended March 31, 1992, 
and Thta Metals and Strips, expectedly, 
even better. But for lata Oil Mills Com¬ 
pany the year proved rathei disastrous. 
For its increased profits, Tita Metals was 
required to make a huge tax provision. Yet 
prospects look good for all the three com¬ 
panies. The Ihta Oil share is still traded 
at a phenomenal price-earnings ratio of 
187.50 per cent. In Tfcta Metals, the pro¬ 
spects are reinforced with a 1:2 bonus issue 
proposed by the company and with the 
management's declaration of its intention 
to maintain the dividend at 30 per cent 
on the share capital as enlarged by the 
proposed issue. In Union Carbide’s case, 
as its chairman, V P Gokhale, observes 
in a letter addressed to shareholders, the 


(Hs lakh) 



Union 

r ’arbide 

Tua Oil 

Thla Metals 

Financial Indicators 

March 

1992 

March 

1991 

March 

1992 

Man b 
1991 

March 

1992 

March 

1991 

lncome/cxpenscs/protits 

Net sales 

21966 

18249 

38158 

14052 

6132 

5018 

Other income 

361 

268 

1773 

441 

244 

105 

Raw materials consumed 

12315 

9886 

27988 

24256 

2902 

2319 

Power and fuel 

938 

801 

1399 

1281 

528 

409 

Other manufacturing expenses 

922 

743 

923 

849 

517 

456 

Labour cost 

4004 

3424 

3778 

3182 

382 

349 

Other expenses 

1928 

1934 

3522 

2663 

235 

158 

Operating profits 

2220 

1729 

2684 

2580 

1812 

431 

Interest charges 

99 

111 

2208 

1608 

169 

162 

Gross profits 

2121 

1618 

476 

972 

1643 

269 

Depreciation 

303 

299 

364 

317 

222 

185 

Profits before tax 

1818 

1319 

112 

655 

1421 

1084 

Tut provision 

230 

— 

— 

90 

644 

86 

Profits after tax 

1588 

1319 

112 

565 

’77. 

998. 

109° 

Dividends 

652 

489 

171 a 

207 a 

109° 

Liabilities/assets 

Paid up capital 

3258 

3258 

2265° 

!08B C 

401 d 

401 d 

Reserves and surplus 

4752 

3816 

4335 

2616 

2200 

1532 

Long term loans 

153 

117 

5486 

1130 

454 

910 

Short term loans 

792 

759 

7828 

4603 

712 

176 

Other liabilities 

4053 

3000 

9879 

6250 

546 

666 

Gross fixed assets 

6539 

5768 

6379 

6502 

3873 

3792 

Accumulated depreciation 

3659 

3384 

3140 

3032 

2134 

1912 

Inventories 

4173 

3805 

6981 

6053 

784 

703 

Of which finished goods 

1913 

1537 

4203 

3511 

248 

171 

Receivables 

1391 

578 

10181 

5971 

544 

547 

Loans and advances 

3566 

3278 

7214 

4053 

869 

.375 

Cash and bank balances 

665 

575 

672 

476 

77 

63 

Investments 

333 

331 

1343 

1601 

348 

199 

Other assets 

— 

— 

146 

62 

6 

11 

Tbtal liabilities/assets 

3009 

10950 

29793 

21688 

4367 

3779 

Key financial ratios 

Turnover ratio 

1.69 

1.67 

1.28 

1.57 

1.40 

1.33 

Return on sales 

9.67 

8.87 

1.25 

2.85 

26.79 

25.29 

Return on investment^ 

16.30 

14.78 

I 60 

4.48 

29.87 

51 63 

Return on equity (Vi) 

19.82 

18.64 

1.70 

15 25 

37.62 

33.58 

Earning per share 

4.87 

4.05 

0.52 

5.80 

22.47 

28.86 

Dividend (%) 

20 

15 

12.50 

20 

30 

30 

Book value per share (Ks) 

24.59 

21.71 

30.16 

36.87 

73.63 

54.31 

Current market price 

77 

— 

97.50 

— 

500 

— 

P/E ratio 

15.81 


187.50 

— 

22.25 

— 


• Rs 12.63 lakh preference dividend b Rs 3.66 lakh preference dividend, 
c Rs IIS lakh preference share capital, d Rs S3 lakh preference share capital. 
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present liberalised government policies 
will serve as a booster, providing the “long 
needed breakthrough Environment” for 
the country. 

UNION CARBIDE 

Gains of Liberalisation 

A breakthrough is precisely what Union 
Carbide has experienced during the year 
to March 1992. Production of batteries 
recorded a 10 per cent increase as against 
the industry’s overall 1 per cent growth 
rate. Pioduction of flashlight cases at 9.1 
million cases was u iecoid, compared to 
8.4 million cases during 1‘»9<J-91, thanks 
to the implementation o! productivity 
improvement programmes at the plain in 
Lucknow. 1 he unis i.crel 'he directors 
report was that nroduction <>t hutteites 
and flashlights was not enough to meet 
peak-lime demand Sales volume ot arc 
carbons also impiovrd 12 per cent 
following cxtensne fi> Id coverage and 
marketing. Sales ol photo engraver piates 
did not increase due u> the changing trend 
in the printing irdnsrev and ot hard lac¬ 
ing products ilecrcj'ed hv 1 ficr cent due 
to demand recession as well as competitive 
pressures, lint in elcdiolylic manganese 
dioxide, efforts at piodiictivny improve 
ment will pa\ oil m the coming years, 
although due to dist option in the tiade 
with the former Soviet Union export sales 
will continue (o be aliectc.i 

In connection with the liberalised 
government policies, u is interesting to 
observe fioin the > hairntan’s letter to the 
shareholdets that the direction of the 
company’s programme*, is m alignment 
with the thiust areas. Paiticulai ly exports, 
as the company has taken to diversifying 
in this field with a 74 pel cent increase in 
exports recorded dir.ng 1991 92 and a 
nine-fold rise over she last live years. 
Export earnings during 1991-92 amounted 
to Rs 560 lakh, as against which expen 
diture in foreign euIrenes registered a 
decline from Rs 290.98 lakh to Rs 257 10 
lakh. In order to sustain the rapid giowth 
rate the company has established a wholly- 
owned subsidiary by the name Natex 
Marketing. At the same time, the newly- 
formed Systems and Software Division 
has made a modest start with orders 
executed of over US 5 40,000 in the first 
two months by developing software in the 
company’s own computer centre. Two of 
the plants are working towards obtaining 
certification under IS-9000. In addition, 
the company is seeking opportunities for 
establishing strategic linkages ot captive 
manufacturing facilities for assured sour¬ 
cing of new products for export. Overall, 
thus, in the context of the new policies, 
Union Carbide is well positioned, though 
the directors express anxiety about the 
continued suspension of operations of the 
plant at Srinagar. Settlement of the case 
arising out of the Bhopal gas tragedy too 
remains a matter of concern. 


TATA OIL 

Heavy Debt Burden 

Tbta Oil’s operations during 1991-92 are 
described by the directors as “below 
expectations”. But more than the opera¬ 
tions and the financial results, which pro¬ 
ved disappointing with profits getting 
eroded despite a rise in sales turnover, it 
is the company’s finances during the year 
that have appeared as a matter of serious 
concern. It was perhaps in the fitness of 
things that the chairman, H N Sethna, an¬ 
nounced at the annual general meeting 
held in Bombay on July 23 that the com¬ 
pany has indefinitely deferred a proposed 
rights issue of Rs 45.16 crore of equity 
chares which it intended to make in the 
proportion of 2:5 to the shareholders at 
a premium of Rs 40 per share. 

During the year 1,17,70,440 new or¬ 
dinary shares of the face value of Rs 10 
each were issued on conversion of the con 
vertible portion of the face value of Rs 125 
each of the partly convertible debentures 
into live ordinary shares of Rs 10 each at 
a premium of Rs 15 per share, fins vvas 
ulier 32,44,803 ordinaiy shares of the face 
value of Rs 25 each, fully paid-up, were 
made during 1990-91 into the same 
number of shares but of Rs 30 each by 
capitalising Rs 162.24 lakh from share 
premium and reserves and they were 
subsequently sub-divided into 97,34,409 
shares of the face value of Rs 10 each, 
hilly paid-up. The conversion of deben¬ 
tures during 1991-92 has brought in 
Rv 1,765.57 lakh into share premium ac¬ 
count while reducing the amount of 
debentures outstanding from Rs 4,567.28 
lakh to Rs 1,765.57 lakh. But bank bor¬ 
rowings as at the close of the year increas¬ 
ed front Rs 4,422.75 lakh to Rs 5,044.89 
lakh. At the same time, the company rais¬ 
ed by pledging shares of associate com¬ 
panies, like Lakme, Thta Tea and Titan 
Watches from out of its investments, an 
amount of Rs 1,150 lakh from the Unit 
Trust of India and of Rs 330 lakh from 
the Life Insurance Corporation. Short¬ 
term loans and advances from banks and 
others also increased substantially from 
R*. 52.65 lakh to Rs 2,715.76 lakh. 

As a result interest charges rose sharply 
from Rs 1,608 lakh to Rs 2,208 lakh, 
plunging gross profit from Rs 972 lakh to 
Rs 476 lakh. Costs generally were higher, 
but labour cost registered an increase from 
Rs 3,182 lakh to Rs 3,778 lakh, despite 
the number of employees declining from 
6,079 to 5,739. Indeed, the company is 
burdened with high labour costs and is 
incurring heavy losses at some of its fac¬ 
tories. It ceased operations during the year 
at the factory at Calcutta, but was still to 
arrive at settlements in the factory at Sewri 
in Bombay, at another in Madras and in 
respect of some other units elsewhere. 

In addition, it is witnessing sharp com¬ 


petition from new brands of soaps, 
toiletries, personal care products and 
detergent powder in the mjirket. lb meet 
this situation, it has been developing its 
own new brands, besides introducing 
premium quality soaps for export, and 
also diversifying operations with in¬ 
vestments in new joint ventures, like Tfcta 
Ceramics Kerala which is to manufacture 
bone china tableware in collaboration with 
Advanced Project Technology, UK, in the 
Cochin Export Processing Zone as a 100 
per cent export-oriented unit, and Ihtaoil 
C’lorox which is to manufacture domestic 
and institutional cleansing yid hygiene 
products in collaboration with Clorox 
International Company, USA. In addi¬ 
tion, it has entered into an MOU with the 
Department of Atomic Energy to set up 
a joint venture company for manufactur¬ 
ing zirconium sponge and titanium 
sponge. This project is to be implemented 
at the beginning of 1993-94, while the 
other two joint ventures are expected to 
be ready by the end of 1993. 

TATA METALS 

Efficient Energy Use 

Tata Metals is assured of good pro¬ 
spects, as it has established a position for 
itself in the manufacture ol and market 
foi steel strips. The directors report that 
during the year both the hot rolling and 
cold rolling divisions further improved 
their performance, setting new records in 
production and achieving gains in the 
areas of eneigy conservation, quality and 
productivity. Packed pioduction of car¬ 
bon and special alloy steel strips increased 
from 17,435 tonnes lo 19,115 tonnes and 
that of hot rolled steel strips amounted to 
405 tonnes. In the case of both these, 
however, production was far less than the 
licensed capacity listed by the company— 
that for ‘carbon steel stnps at 38,700 and 
that for hot rolled strips at 80,000 tonnes. 
Raw material supplies can be a restrain¬ 
ing factor, while market conditions are 
likely to influence production of steel and 
special alloy steel strips. The company was 
issued a letter of intent for the manufac¬ 
ture of hot rolled steel strips for commer¬ 
cial sale only in Janu.i y 1991, This was 
converted into an industrial licence dur¬ 
ing the year under review. The company 
achieved a saving in fuel consumption. 
The quantity consumed was less at 5,263 
tonnes compared to 5,444 tonnes in the 
previous year, although with increase in 
price the amount expended was more at 
Rs 220.30 lakh compared to Rs 195.13 
lakh. Consumption per unit of produc¬ 
tion of hot rolled steel strips declined from 
63 litres/tonne to 60 litres/tonne and so 
also for cold rolled steel strips from 79 
litres/tonne to 73 litres/tonne. Spare parts, 
capital goods and raw material imports 
amounted to Rs 81.81 lakh against 
Rs 64.79 lakh in the previous year. 
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IN THE CAPITAL MARKET 


D K Chemo-Plast 

D K Chemo-PUst, which SOD Rupa- 
rdia, H P Pooda and 1C Nathwani have 
jointly promoted, is setting up a plant to 
manufacture 5,000 tonnes per annum 
PVC fllms/shectings of 0.08 mm to 0.40 
mm thickness by the calendering process 
at Tkrapur Industrial Area in Thane 
district, Maharashtra, which is specified 
as a C category backward area. The PVC 
films/sheetings are used in raincoats, 
inflatables, and as window shades and 
packaging material for fruits and pro¬ 
cessed meat. The project is based on a 
second hand calender line imported from 
the US. Us cost was appraised earlier by 
the ICICI at Rs 8.96 crore, but which in 
December 1991 was revised to Rs 12.24 
crore. It is to be financed with promoters' 
contribution of Rs 3.09 crore (Rs 65 lakh 
of this amount being subscribed by the 
SICOM) in share capital issue of Rs 5.94 
cron; foreign exchange institutional term 
loans of Rs 1.89 crore and rupee term 
loans of Rs 4.20 crore, and Rs 20 lakh 
of state subsidy for industry in a notified 
backward area. The promoters are to buy 
back over three years the shares subscrib¬ 
ed for by SICOM and till that time are 
not to pledge, dispose of or put under 
any charge their own shareholdings in ‘he 
company. To tide over a shortage in in 
digenous availability of PVC resins, the 
company intends to import 60 per cent 
of its raw material requirements, while 
it has received from the US and the UK 
orders for export of 4,000 tonnes of the 
material on a value added basis for 
financing the project, which is to com¬ 
mence commercial production m August 
this year, the company is making a public 
issue of Rs 2.71 crore ol equity shares on 
July 28 under the SB1 Capital Markets 
as the lead manager of the issue. 

Unicorp Industries 

Unicorp Industries of the Sogant 
group belonging to P C Sogani and Arun 
Sogani is implementing a Rs 9.74 crore 
programme of expansion and diversifica¬ 
tion of facilities, covering manufacture, 
assembly of computers and peripherals 
(proposed investments of Rs 2.72 crore), 
ready garments production including 
now readymade cotton shirts for export 
with export of leather garments already 
being made (proposed investment of 
Rs 1.47 crore), and setting up of new 
facilities for the manufacture/assembly 
of dot matrix printers with a capacity of 
50,000 nos per annum (DMP project 
with proposed investment of Rs 5.55 
crore). The first and the second proposals 
are expected to be completed by the close 
of this year and the third, which entails 
also an obligation to export IS per cent 
of the ex-factory value of production of 
the DMPs over a period f rom the second 


to the fifth year of production, in April 
1993. The project is being financed with 
a rights issue of equity shares of Rs 29 
lakh, IFCI’s assistance under Equipment 
Credit Scheme amounting to Rs 1.24 
crore, public issue of fully convertible 
debentures of an amount of Rs 5.37 
crore, and internal accruals, besides 
retention of oversubscription for the 
debentures issue, of Rs 2.84 crore. The 
debentures of a face value of Rs 58 are 
to comprise two parts, part A of Rs 18 
for conversion into one equity share of 
Rs 10 at premium of Rs 8 per share on 
the date of allotment, and part B of the 
balance amount of Rs 40 for conversion 
in propoition and at premium on equi¬ 
ty shares to be fixed later at the end of 
18 months from the date of allotment 
J M Finance and Investment Services and 
the IFCI are the lead managers of the 
public issue which opens for subscription 
on July 27. 

Gujarat Industries 
Power Company 

Gujarat Industnes Power Com¬ 
pany is a lomt promotion ot lout 
established companies, namely, Gujarat 
State Fertilisers Co. Gujarat Alkalies and 
Chemicals Gujarat Electricity Board and 
Petrofils Co operative. It is making a 
public issue of Rs 30 crore worth deben¬ 
tures, Rs 21 M) crote in 10,80,000 partly 
convertibe debentures (12.5 per cent) of 
Rs 200 each at pai and Rs 9.45 crore in 
9,45,000 non-convciirble debentures (19 
per cent) ot Rs HA) each at par. The 
public issue is io cover the cost overrun 
of the 145 MW gas based combined cycle 
power project that the company is set¬ 
ting up near Vadodra in Gujarat. The 
cost estimated by the IDBI at Rs 207 
crore has gone up to Rs 237 crore. The 
project is under way and the company 
has expended already Rs 195 crore with 
Ks 165.60 crore of term loans and equity 
capital of Rs 2 5.90 crore. While the com¬ 
pany is meeting the cost overrun with a 
public issue of debentures, it is bridging 
the gap between the amount so far ex¬ 
pended and the estimated cost with ad¬ 
ditional subscription by the promoter 
companies of Rs 11 crore to the share 
capital and Rs 34.50 crorc in debentures. 
The requirement of natural gas for the 
145 MW project is estimated at 0.7 
million cubic metres for the supply of 
which the company has made an agree¬ 
ment on a firm basis with the Gas 
Authority of India. GAIL will the re¬ 
quired supplies from the Gandhar gas 
oilfields through a 100 mk pipeline The 
company will distribute and sell electrici¬ 
ty. using the GEB grid system, exclusively 
to the four promoter companies with 
which it has signed a memorandum of 
undertaking covering a period of 15 


yean. The public issue of Rs 30 crore 
debentures opens on July 13 with SBI 
Capital Markets and ICICI acting as lead 
managers. 

Vanasthali Textile 
Industries 

Vanasthali Textile Industries, a new 
company promoted by Rajcsh Modi and 
G L Khemani, is setting up a 100 per cent 
EOU to manufacture 720 tpa of terry 
towels at Alwar in Rajasthan at a capital 
outlay of Rs 9.90 crore. To part finance 
the project, the company is entering the 
captal market with a public issue of 
19,00,000 equtiy shares of Rs 10 each at 
par. The company has entered into an 
MOU with Pashupati Spinning and 
Weaving Mills for the supply of long 
staple coarse count cotton yarn. The 
company is also eligible for duty free im¬ 
port ol cotton yarn as and when required 
by virtue ot its being a 100 pet cent EOU. 
[he company proposes to make dobby 
and jackquard woven styles of towels. An 
MOU lias been signed with Wanstall 
linpori Services of the UK lor lifting its 
entire production of 720 tpa of terry 
towels for a period of five years. Com- 
meicidl production is expected to start 
by October 1992. Canlina and ANZ 
Gimdlays Bank Mctchant Banking Divi¬ 
sion are the lead managers to the issue. 
The issue opens on August 3, 1992 

Viral Filaments 

Viral I llainents, promoted by M l. 
Khandelwal and his son K K khandelwal, 
who are doing reprocessing of polyester 
waste since a decade, is establishing a 
Rs 4.25 crote project ai Narmada Nagar, 
district Hharuch, Gujarat, loi the jiro- 
cessing ol 4.000 tpa ol polvisiet waste 
to produce reprocessed fibre principally 
used in blending with virgin fibres, lb 
finance the proiect in part, the company 
is offering to the public 21,37,500 equi¬ 
ty shares of Rs 10 each at pai. Polyester 
waste is used in the manufacture of 
blended yarns and non woven fabrics. 
Commercial production is slated to com¬ 
mence by August tins year. According to 
the management of the company, sales 
are projected to touch Rs !4.4 crore in 
1993, Rs 18 crorc in 1994 and Rs 21.6 
crorc in 1995 yielding a net profit of 
Rs 0.8 crore. Rs 1.1 crore, and Rs 1.5 
crore respectively. BO! Finance and 
Subhash Dalai Financial Consultants are 
the lead managers to the issue. The issue 
opens on August 4, 1992. 

—JK 
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We help Nature keep her true colours. 


As reputed manufacturers of vital 
chemical products, we’ve been in the 
forefront of promoting safety and 
environment protection. 

Our commitment to preserve the 
environment, improve safety and 
enhance the health and welfare of our 
employees and the surrounding 
community manifests itself in every 
facet of our operations - right from 
our choice of technology’ to process 
selection and engineering design 

Effluent treatment plants at both 
our factories render liquid wastes 
harmless. Sophisticated pollution 
abatement equipment keep emissions 
within tolerance limits. 

Our R&D wing develops products 
that are environment friendly, 


searches for ways to recycle waste and 
constantly evaluates the effectiveness 
of our own pollution prevention and 
control efforts. 

We’ve designed education 
programmes to inform, train and 
encourage our employees to actively 
participate in achieving safety and 
environmental protection goals; safety 
inspections and safety audits to assure 
continuous control; and, onsite and 
offsite disaster control plans to aid 
effective response to a wide range of 
emergencies. 

It’s all part of our integrated effort 
to keep our operations safe and 
harmless. 

And to ensure that we help 
Nature keep her true colours. 


Colour (htm 


hi (oUahoraUon wtth Hoechst AO 


Hoechst IB j 
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INTERNATIONAL AFFAIRS 


A Room for Mr Faleiro 

GPD 


What image do we think we are creating for ourselves? Nations 
crumble around us. The fundamentalists have killed the president 
of Algeria. In our own country fundamentalism is being defended 
on the ground that those who do so understand their respective 
communities better. Do not lead people, simply follow them to 
their and the nation’s doom, seems to be the reigning logic. In the 
circumstances what foreign policy can you possibly have? 


THE state of Indian foreign policy, or 
whatever goes in that name, was best il¬ 
lustrated by the unseemly hurry that the 
rninistei of state for external affans, 
Eduardo Faleiro, displayed in moving in¬ 
to the cabinet minister’s room in the 
South Block. The immediate provocation 
was that Narasimha Rao had appointed 
yet another minister of state in the exter¬ 
nal affairs ministry, R L Bhatia. The tall 
MP from Amritsar was due to enter the 
august building of South Block on F riday, 
Juiy 3. Faleiro had to rule out the 
possibility of the impressive and rather 
spacious corner-room on the first P >or 
being occupied by the junioi minister. So 
like a good Indian who never loses his 
sense of seniority, Faleiro had to make the 
point of his seniority and thereby of his 
relative importance. The files were mov¬ 
ed from his room to the bigger and more 
impressive room. The name-plate was 
changed. The order in which these two 
things were done is not known, but one 
should not be surprised if the name-plate 
was changed first. 

What is there in a name, the bard had 
asked once. He had not had the good for¬ 
tune of meeting Faleiro. If he had, he 
would have certainly added that there was 
everything in a name-plate, if not in the 
name. The other day we were listening to 
a discussion on foreign policy on the 
Akashvani. Somebody said that the NAM 
was still relevant. We thought, and 
presumably so did the speaker, that the 
term referred to the Non-Aligned Move¬ 
ment. It would seem that this is probably 
not the case. ‘NAM’ means ‘name’ in 
almost every Indian language (whether in¬ 
cluded in the Eighth Schedule of the Con¬ 
stitution or not). Faleiro was determined 
to prove that the ‘NAM’ matters, especial¬ 
ly to R L Bhatia. It would be an in¬ 
teresting exercise to imagine what would 
happen if Narasimha Rao were to appoint 
a cabinet minister in the ministry of ex¬ 
ternal affairs. He might well start a ‘dhar- 
na’ outside Faleiro’s office to have him 
vacate his chamber. Narasimha Rao 


would have an interesting comradely quar¬ 
rel on his hands. F\ ministers refusing to 
vacate their villas in New Delhi is by now 
a familiar story. But ministers refusing to 
vacate their rooms or quarrelling among 
themselves over ‘your’ and ‘my’ room 
would make quire a ticklish problem lo 
solve. Of course, that the clever Brahmin 
from Tclengana would find a solution to 
it goes without saying. He certainly 
would. 

Bui *har image do wc think we are 
stealing for ourselves'' Nalrons crumble 
around us The fundamentalists have kill¬ 
ed the president of Algeria, in our own 
country fundamentalism is being defend¬ 
ed on the ground that those who do so 
understand their respective communities 
better. Do not lead people, simply follow 
them to their and the nation’s doom, 
seems to be the reigning logic. In the cir¬ 
cumstances what foreign policy can you 
possibly have? 

In any case, we are by now quite dear 
about what foreign policy exercises in¬ 
volve, aren’t wc, Eduardo Faleiro might 
well ask. When it comes to Pakistan, be 
soft and tough alternately. Make sure no 
distinguishable trend emerges in our 
attitude to Pakistan. When it comes to 
China, one mote tound of officials’ talks 
can always be agreed upon. With the Tin 
Bigha lease having gone through and the 
BJP campaign having drawn a blank, we 
need to watch such skeletons as Bangla¬ 
deshis might discover in the Chinese or 
other embassies, except, of course, ours. 
The line on the US is abundantly clear. 
Give in on everything except signing the 
NPT because it is discriminatory. Its quite 
funny, this business of discrimination. 
The IMF and the World Bank are no less 
discriminatory. But wc would go along 
with them. The only moral and political 
problems that we have seem to centre 
around the NPT. That’s not really a bad 
thing. There is at least one issue on which 
there is some doubt in our mind. There 
are otherwise no questions. The minister 
of state for external affairs is, like god, 


in his heaven on the first floor of the 
South Block and all is well with the world. 

Understandably, then, Eduardo Fkleiro 
must have felt a little bored. Even minis¬ 
ters are entitled to their fun and games. 
So Faleiro thought of a game of check¬ 
mating R L Bhatia in the stone mansion 
of the South Block. And why not call it 
foreign policy after all? Anything that 
happens in the external affairs ministry is 
presumably foreign policy. A game of 
musical chairs can also be played. One 
had heard the argument that modern-day 
sport is a political phenomenon. But 
Faleiro has demonstrated that for us 
Indians, political phenomena are and can 
be turned into sports. Film stars and their 
wives (star wives as well) started the pro¬ 
cess of turning politics into a ridiculous 
game. Now our ministers have decided to 
take the process several steps ahead in the 
most unbecoming manner 

Normally it should not have mattered. 
The people of India have got used to all 
kinds of gimmicks and jokes masquerad¬ 
ing as politics. A parly here does not 
distinguish between populism and social 
revolution. Distinguished parliamentarians 
defend the most backward ideologies on 
the specious plea that the communities 
which constitute their constituencies want 
them. Another party is out to recreate 
temples in a country where people do not 
have anywhere to live or anything to eat. 
All this mockery of politics one has got 
used to. 

Maybe one is rather old fashioned. But 
this kind of unashamed lust for a better 
room and things like that on the part of 
an external affairs minister gives poor 
publicity to this country and that hurts 
more than anything else. When one reads 
these tasteless stones, one is almost temp¬ 
ted to say: Cry the beloved country! 


ATTENTION 

Scholars/Readcrs 

For your requirement of Rare, Out-of 
Print and New Hooks and government 
publications on India w me to or visit - 

Prabhu Book Service 

Sadar Ha/jr, 

Gurgaon. Haryana 122 001 
India 

lei 01272 - 20SHH 

We are also interested in purchasing 
single books/individual coilcc- 
tions/whole libraries of antiquc/rarc 
books Books signed by Mahatma 
Gandhi, JawabarUil Nehru, Indira 
Gandhi, KaJIv Gandhi, Tagore and 
other nationalist leaders are of 
special interest 
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COUNCIL FOR SOCIAL DEVELOPMENT (CSD) 

NOTICE 

Memo No.: CSD-ECCF/2203 dated 23 July 1992. 

Applications arc invited to reach the undersigned by 24 August 1992 for the posts listed 
below along with a crossed Bank Draft against a Delhi located Bank for Rupees twentyfive 
only in the name of “Council for Social Development, New Delhi”. The applications should 
contain following particulars with self-attested supporting documents: (i) Name (ii) Pre¬ 
sent Address for correspondence (iii) Age (iv) Academic Record, Matriculation onwards 
(v) Research/'Teaching/Work experience and (vi) Publications. 

JUNIOR RESEARCH FE LLO W (Pay Scale: 2200-4000 with permissible allowances) 
Qualifications: Good academic record with at least 55% marks or an equivalent grade 
at Master’s degree level in any social science subject and/or computer science from an In¬ 
dian university or an equivalent degree from a foreign university. 

SENIOR RESEARCH HJ.LOW (Pay Scale: Rs. 3700-5300 with permissible allowances) 
Qualifications: At least 55% marks or an equivalent grade at Master’s degree level in social 
science and/or computer science. Good academic record with a Doctor degree or equivalent 
published work. Tight years experience of teaching and/or research. Has made some mark 
in the area of scholarship as evidenced by quality of publications. 

SE NIO R R E SEARC H FELLOW (Selection Grade) (Pay Scale: Rs. 4500-7300 with per¬ 
missible allowances) Qualifications: An eminent scholar in the field of social and/or com¬ 
puter science with published work of high quality, actively engaged in research, ten years 
of experience in research and/or teaching at the university/national level, institutions. 

OR 

An outstanding scholar with established reputation who has made significant contribu¬ 
tion to knowledge. 

Note: (i) These qualifications can be relaxed in the case of computer science for an other¬ 
wise qualified person, (ii) Reprints of two papers, considered to be the best by the can¬ 
didate, should be enclosed with the application, (iii) The applicants should indicate their 
preference for posting at Delhi or at Hyderabad office. 

Prof. Amar Kumar Singh 
Executive Chairperson 
Council for Social Development 
53 Lodi Estate 
NEW DELHI - 110003. 
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Calcutta Diary 

A M 


It is impossible to prognosticate where this absurdity of a country 
will be five or ten years hence. 7 he good Americans, along with 
their cohorts and cronies, will nibble away at the nation’s external 
suzerainty. Internally it is a much greater carnival of chaos. 
Communities, castes, sub-castes, sects will continue to jump at 
one another’s throat. Rather, they will be manipulated to jump at 
one another’s throat. 


NONE not belonging to the denomina¬ 
tion can cross the portals of Lord 
Jagannath’s sanctum sanctorum at Puri. 
Even among the belongers, those from the 
inferior castes are excluded. In secular 
India, narrow-mindedness must not be 
permitted to evoke reciprocal narrowness 
of the mind. Doordarshan therefore goes 
to town to televise, from beginning to 
raucous end, the spectacle of the annual 
sojourn of the lord’s chariot. At the other 
end of the country, the festival provides 
an appropriate occasion for the com¬ 
munities to clash with one another. In a 
country of nine hundred million, the loss 
of a couple of dozen of ordinary lives 
hardly matters. Lord Jagannath, after all, 
provides only the pretext. The bigots are 
not choosy, any god will do, as long as 
some infidel blood can be spilled in his 
name. There is here no gender problem 
either. A goddess too will suffice. In fact, 
so much the better if the particular god¬ 
dess the bigots chance upon happens to 
be Durga or Kali. A goddess of this class 
can boast of a pedigree. The knifings and 
arson to vindicate her honour are deser¬ 
ving of extra kudos. 

So glory be to Anmedabad. And glory 
be to Bhilai. For Bhilai exemplifies how 
easy it is to build a bridge between the 
milieu of fundamentalism and raw 
capitalism of the buccaneering frontier 
vintage. Labour must not dare to unionise. 
But the wretched workers are not 
amenable to reason, they succumb to out¬ 
side influence. It is therefore necessary to 
teach them the facts of life. The police are 
under your thumb. Command the police 
to shoot a few dozen of the trouble¬ 
makers; that will sober up the rest. 

There is thus no flip side of India. Both 
sides are equally intimidating. Both sides 
identify with the primitivism of hate. 
Beasts tear one another apart; that is what 
beastliness is about. The nation is, collec¬ 
tively, making a determined effort to 
return to that state of things. Bigotry is 
having the whale of a time, it invokes 
pamlld biaotry. Hate, let it be admitted, 


is a great purifier. Only the purest of 
poison has the innerline permit to reside 
in the system; other elements, such as 
compassion or shamefulness, are expelled. 

Which renders the business of predic¬ 
tion so altogether a hit or miss affair. Il 
is impossible to prognosticate where this 
absurdity of a country will be five or ten 
years hence. The good Americans, along 
with their cohorts and cronies, will nib¬ 
ble away at the nation’s external suzerain¬ 
ty. Internally it is a much greater cai nival 
of chaos. Communities, castes sub-castes, 
sects will continue to jump at one 
another's throat. Rather, they will be 
manipulated to jump at one another’s 
throat. Punjab, Kashmir, the bizarre event 
of laying the foundation stone of its very 
own Indian Institute of Technology within 
the safe precincts of Raj Bhavan not¬ 
withstanding, Assam too, will go their 
separate ways. Down south, the Puratchi 
Thalaivi will, with every day, grow fonder 
of a specific vision, so much so that an 
ersatz coronation, of the sort Madurai 
organised the other day, will not satisfy 
her any more. She will demand the real 
thing. That might pose a few problems to 
the zealous protectors of the Constitution 
in New Delhi. But if a small fry like 
Subhash Ghising could be accommodated, 
the Puratchi Thalaivi could hardly be 
denied; a formula will be duly worked out, 
and the Empress of Tfcmil Nadu offered 
not only a separate flag, but her very own 
Black Cats and Special Protection Force. 
To further humour her along, it might 
even be considered important to send 
another expeditionary force to the north¬ 
eastern parts of Sri Lanka: if Jaffna would 
not yield the real Velupillai Pirbhakaran, 
a dummy could be picked at random and 
executed under the open, excruciatingly 
blue sky, even as the Empress reclines on 
a diamond-studded mahogany bed install¬ 
ed on a raised platform, with an aircon- 
ditioned washroom attached to the rear 
end of it for her convenience. 

Inscrutable India, other events also un¬ 
fold. In Kerala, the principal of a 


denominational school orders the head of 
a school boy to be tonsured because he 
was overheard speaking to his benchmate 
not in Queen’s English, but in the 
language of the wretched pariahs, 
Malayalam. The retributory spirit is. 
however abroad: the state government 
would have been untrue to its own self if 
Malayalam, as written and spoken, were 
not made compulsory in the English- 
medium schools. Neighbouring Karnataka 
cannot obviously fall behind in the ensu¬ 
ing competition. The slate legislative 
assembly is not in session. That does not 
deler the council of ministers, they rush 
to promulgate the Karnataka Prohibition 
of Admission of Students to Unrecognis¬ 
ed and Unaffiliated Institutions Or¬ 
dinance 1992 If an educational institution 
would not accord diplomatic recognition 
to Kannada, why, the state government 
would deploy the forces of law and order 
to prevent would-be students from enter¬ 
ing its premises 

It is the time of the day when the cows 
supposedly come home, the haze descends 
almost with a thud, fundamentalism slides 
into, and becomes indistinguishable from, 
national ego. There is method in the 
madness though The awareness is retain¬ 
ed about which side ot the bread is but¬ 
tered. Diego Garcia is banished from the 
corners of the mind, mint exercises with 
the US naval loiccs, at Goa and Cochin, 
hog the newspaper headlines. A nation 
which produced such mathematical 
geniuses as Aryabhat and Srinivasa 
Ramanujans is not afraid of any intellec¬ 
tual gauntlets thrown at its direction. 
Squaring the aide is child’s play to it. 
And to ns government Prices rise, even 
according to the ottieial wholesale price 
index, week after week, lor wearisome 
months on end. So what The rate of 
inflation, the government cheerfully 
informs the people, has, ovei the year, ac¬ 
tually fallen by a few points, A is not-A, 
disabuse your mind ol the notion that it 
is an absurdity. The prune minister goes 
a-visiting a foreign land. He holds parleys 
with the, prime mimstei ot that country. 
The press note issued by our prime 
minister’s men about what transpired at 
the meeting is directly at variance with the 
contents of the press communique issued 
by the other prime minister's office. 
Going by the perception of our prime 
minister, both versions are equally correct; 
A, once more, is not-A. Between June 
1991 and June this year, the country’s in¬ 
ternational credit rating has remained in¬ 
variant at what is described as the ‘low 
speculative grade’. Ask our finance 
minister, a supposedly low rating, he will 
explain to parliament’s satisfaction, is ex 
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(■ ceedingly reassuring: give or take another 
six months to a year, we will have to open 
• several extra en.ry points, there will be 
such a rush of foreign investors straining 
to get in. The same finance minister is 
however not forgetful of providing for 
escape hatches. The miracle is likely to 
eventuate within the next one year. Bui 
what can he, a mere mortal, do if the 
weather gods are unkind? Besides, did it 
not take Mexico a full ten yeais before the 
miracle could be coaxed to happen? 
The message comes thiough altogether 
too dearly: by one year the finance 
minister means a decade, perhaps even a 
millennium. 

True, the government has crossed over 
to the market-friendly appioach; in all 
matters, the price has to be right. It would 
Still be churlish to proscribe free entertain¬ 
ment for children. The Resent Bank of 
India, its governor has boasted, is the only 
supervisory authority in the world which 
has unravelled a ciirne of the dimensions 
of the securities scarn He is obviously 
polite beyond description, he has failed to 
add that the RBI is pet haps the only 
supervisory authority in the world which 
graciously permitted the perpetration, 
directly under its ga/e, ol a crime of this 
magnitude. But wc are here entering the 
realm of celestial philosophy. At the core 
of Indian phenomenology is the concept 
of swayambhu: we create ourselves, we 
create our own troubles too. Consider yet 
another example. I’he foreign exchange 
reserves fell during April because, while 
exports remained as sluggish as ever, im¬ 
ports were allowed to be considerably 
relaxed. Does that mean the clamping of 


import compression once more from May 
onwards? You could not be more wrong; 
imports were ordered to be liberalised fur¬ 
ther, and, at the customs shed, all the red 
lines will henceforth be green. 

Swayambhu, we create troubles on our 
own Ctudc folk call it masturbation; the 
Cambridge Apostles had a grander name, 
sell-abuse. It was a former prime minister 
of the country who fomented trouble, 
lirst, m Punjab, and, altogether undeter¬ 
red, went on to unveil a further era of 
mischief in Kashmir. Or take the curious 
history of the Liberation Tigers of Tamil 
Lelam. With some encouraging nudges 
from Menon G Ramachandran, the LITE 
was nurtured to manhood by the govern¬ 
ment in New Delhi. It is now a one 
hundred eighty degrees turn, the Tigers 
are blamed for the assassination of Rajiv 
Gandhi, nothing less, and in the charge- 
sheet furnished before the trial judge, 
Pirbhakaran, yesterday’s blue-eyed boy, is 
named the number one accused, if only 
the thread of logic were to be extended a 
bit, Indira Gandhi, the assassinated per¬ 
son’s own mother, could be indicted ev 
post, as a co-conspirator. Swayambhu we 
create ourselves. It is however equally a 
manifestation of swayamsambar, we also 
destroy ourselves. Such is the dialectical 
delight in being devotees, simultaneously, 
of both Durga and Kali. The Creator is 
the Dexiroyet 

The chauotecrs, at Ahmedabad and 
elsewhere, who chant the mantra of 
Akhand Bharat will, rest assured, in due 
course splinter India several ways by their 
bigotry. Similarly, the marauders at 
Bhilai, who commanded the police to do 


a thorough job of liquidating the cadres 
of the Chhatisgarh Mukti Morcha, can be 
trusted to stifle capitalist growth at its 
birth. Capitalism to flourish needs the 
pre-condition of a modicum of stability: 
you must exploit, but you must exploit 
according to some order. The aspirant 
capitalists over here are not prepared to 
subscribe to seemingly revisionist doc¬ 
trines of this nature. They are contemp¬ 
tuous of the notion of opportunity 
cost, that cornerstone of neo-classical 
economic thought, and therefore of 
lexurgem capitalism, in the early decades 
of this century. The instinct of self- 
dcstruction arrives on the scene even 
before the urge for self-creation does. 

The ambivalence has deep cognitive 
roots. The Indian mind, epitomised by the 
logic-choppers of Kumbhakonam, is at- 
ttacted, about equally, to zero and 
infinity. It wants to reach out to infinite 
space while I irmly parking itself at the still 
centre of zero. The archetypal Indian in¬ 
vestor must have infinite returns at zero 
investment. Harshad Mehta showed how. 
He waved Ins magic wand, and, with some 
assistance from ever-complaisant banks 
and financial institutions, created money 
out of the maya of bankers’ receipts; one 
thing then led to another. Therein is the 
subterranean anguish: oh, why cannot all 
of us be like Harshad Mehta? Did he 
destroy himself? Perhaps he did. But, for 
at least a telescopic interregnum, he had 
ambrosia served on the golden platter. 
Each Indian aspires to live for that in¬ 
finitesimal moment. And then die, in a 
gala festival of swayamsamhar. 
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COMMENTARY 


Dangerous Game in Nagaland 

Sunumta Baneijee 


Hiking advantage of the dilemma of the NSCN insurgents arising 
out of developments inside Burma, the smart alecs in New Delhi’s 
home ministry have revived their manipulative game of dividing 
the Naga rebels and pushing through yet another accord with that 
section of the rebels which appears to be more pliable to the 
ministry’s bureaucrats. In the process, they are risking a 
resurgence of the Naga insurgency. 


YANGON's latest military offensive against 
the different insurgent groups of ethnic 
minorities along Burma’s border with India 
has lent a new twist to New Delhi's 40-year 
old war with armed guerillas of one of its 
own ethnic communities—the Nagas, who, 
numbering about 800,000, inhabit the 
steeply ridged stretch ranging from Manipur, 
through the state of Nagaland, up to parts 
of Arunachal Pradesh in the north-eastern 
tip of India. 

Unlike Burma's other ethnic insurgents 
like the Karens and Kachins (who are con¬ 
fined within the borders of Burma), the 
Nagas straddle the international border, 
about 400,000 of them living along the 
Chindwin river in the Sagain division of 
Burma and far up in the north-western pan 
of the Kachin state The main Naga in¬ 
surgent group, the NSCN (National Socialist 
Council of Nagaland, now divided into 
two factions) has been fighting both New 
Delhi and Yangon for an independent Naga 
state comprising the Naga-inhabitcd ter¬ 
ritories that stretch across the borders of the 
two countries. The Burmese military offen¬ 
sive against the ethnic guerilla groups has 
quite predictably spilled over into an all-out 
reprisal against ordinary members of the 
respective ethnic communities, leading to 
large-scale exodus of Karen villagers 
into Thailand, Arakan Muslims (the 
Rohingyas) into Bangladesh and Nagas into 
India. According to the latest estimates of 
the Nagaland stale government, the number 
of Burmese Nagas taking shelter in India 
following the military crackdown has reach¬ 
ed nearly 100,000. This for the NSCN rebels 
has meant the loss of their shelter in the 
Kachin region which is being overrun by 
Burmese troops. 

Ihking advantage of the dilemma of the 
NSCN insurgents, the smart alecs in New 
Delhi’s home ministry have revived their 
manipulative game of dividing the Naga 
rebels and pushing through yet another ac¬ 
cord with that section of the rebels which 
appears to be more pliable to the ministry's 
bureaucrats. In the process, they are risking 
a resurgence in the insurgency out of their 
sheer perverse desire to seem clever. 


If we watch the developments in the last 
four months or so, we can discern the 
disturbing trends. On the eve of the cen¬ 
tre’s dismissal of the Nagaland chief 
minister Phesao Vamuzo and the governor 
M M Thomas, both were engaged in bring¬ 
ing together four Naga underground factions 
(two factions of the Naga National Coun¬ 
cil, one headed by Adino, the daughter of 
the founder of NNC, Angami Zapu Phizo, 
and the other by the latter’s lieutenant, 
Khodao, and the two factions of the NSCN, 
one led by the Burma-based S S Khaplang 
and the other by the duo, Th Muivah and 
Isak Chishi Swu) to facilitate peace talks 
with the centre. The move to bring together 
these factions reportedly had the blessings 
of prime minister Narasimha Rao. The 
negotiations were being initiated by the 
Nagaland Baptist Church-sponsored 
Nagaland Peace Council. The idea behind 
the move was that unless the different 
underground factions agree on a common 
formula (for talks with the centre), any 
agreement with one faction would hardly 
solve the problem, since the factions left out 
from the talks would continue the insurgen¬ 
cy. This is exactly what happened following 
the 1975 Shillong Accord (which was signed 
by one section of the Naga National Coun¬ 
cil which agreed to abide by the Indian Con¬ 
stitution and surrender arms) when the other 
section of the NNC denounced the Accord, 
broke away from the parent body and 
formed the NSCN to continue the armed 
struggle for independence. 

However well meaning the Nagaland 
Peace Council might be, the task of bringing 
together the four factions is an uphill task, 
given the differences stemming from their 
strategic aims, personal rivalries among the 
leaden and tribal loyalties. Following the 
Shillong Accord, the NNC withdrew from 
armed struggle. But other problems involv¬ 
ing both personality clashes (between Phizo’s 
daughter Adino and his lieutenant Khodao) 
and their respective tribal loyalties (Adino’s 
followers coming mainly from her Angami 
tribe and its ally, the Chackcsangs, while 
Khodao commanded the allegiance of his 
Lotha tribe) soon led to a split in the NNC. 


While the NSCN opted for the continuation 
of armed struggle, it could not remain a 
single, united outfit when conflicts broke out 
in 1989 between the Muivah-lsak Swu group 
and Khaplang’s followers leaving scores of 
insurgents dead on both sides. Here again, 
the conflict often took on the colours of a 
tribal and regional confrontation, with the 
Burma-based Khaplang group regarding the 
other group as dominated by the Thankul 
tribe (to which Muivah belongs) mainly 
based in India. 

But whatever the uncertainties and 
hazards involved in bringing together all 
these factions at a negotiating table, the cen¬ 
tre should have allowed the local efforts to 
run their coiftse and await their outcome 
However, the partisan interests of the rul¬ 
ing party got the better ot patience and pro¬ 
priety. At least two union ministers had been 
trying to topple the non-Congress(l) 
ministry of Vamuzo for quite some time 
Their manoeuvres led to regular floor- 
crossings from Vamuzo's party, Nagaland 
People’s Council, rendering his government 
almost inoperative. When Vamuzo himself 
recommended the dissolution of the adrift 
legislative assembly, governor M M Thomas 
accepted it and made Vamuzo caretaker 
chief minister pending fresh elections. The 
centre responded by dismissing Thomas and 
imposing president's rule, backing the action 
with the insidious suggestion that Thomas 
was supporting the insurgents. Thomas, 
incidentally, is a non-party Christian 
theologian who took a firm stand against 
the emergency in the 1975-77 period. 

Soon after taking over the administration 
of Nagaland under its mantle, the centre 
made clear’ its objectives. The new governor— 
Lok Nath Misra (who is also the governor 
of Assam)—-told the press that peace talks 
would be held with the militant groups ‘in¬ 
dividually’ which implies that the centre will 
now talk with only a group or groups of its 
own choice. That other groups—which 
might be considered undesirable by the 
centre—will be left out from future talks, 
was also made clear by the union minister 
of state for home, M M Jacob, who during 
his visit to Nagaland after the imposition of 
presidential rule, said that there was no ques¬ 
tion of lifting the ban on the NSCN (the 
main insurgent group engaged in the armed 
struggle against the centre). The Nagaland 
Peace Council, which had initiated the 
negotiations with the insurgent groups, had 
been demanding the lifting of the ban on the 
NSCN to enable it to participate in any 
meaningful dialogue with the centre. 

With which Naga insurgent group is the 
centre then planning to negotiate? Its pro¬ 
cess of elimination leaves only the two fac¬ 
tions of the NNC—a long-dormant group, 
whose leaders are based in London, and 
which hardly commands any loyalty among 
the Nagas in India. After lying low for more 


Economic and Political Weekly July 18, 1992 


1525 




than a decade, suddenly the Khodao-lcd 
faction of the NNC has apparently decided 
to resume aimed actions. It owned to the 
killing of four policemen in a crowded 
market in Mokokchung town in Nagaland 
in May. The NNC also reappeared in lime¬ 
light recently when two British nationals— 
David Ward and Steven Hillman— were ap¬ 
prehended by the security forces in Nagaland 
in January this year. They were reportedly 
being taken around by NNC armed escorts. 
Concerned about human rights violation in 
Nagaland, the two Britons are reported to 
have got in touch with the NNC people in 
lzindon in order to arrange then trip to 
Nagaland. Curiously enough, New Delhi 
had known about their entry into Nagaland 
(they came with British passports and valid 
Indian visas), and its intelligence agencies 
also had followed their movements in 
Nagaland before their sudden arrest 

Speculation is now rife about whether the 
NNC will now replace the NSCN as the 
mam negotiator in future peace talks, and 
be acceptable to the government as a 
signatory to another accord. 

What has been the role of the NSCN in 
these developments? S S Khaplang of one 
of the NSCN factions is reported to have 
ruled out any talks with the Indian govern¬ 
ment by any constituent of the 1BRF (Indo- 
Burma Revolutionary From) of which he is 
the ihuimian In a statement, he has said- 
“ I he lalks. it any, shall be held only at the 
level ot the IRRF, that too without precon¬ 
ditions and riot on India's terms!' The IBRF 
was foimed by the Khaplang faction of the 
NSC N, the IJl FA ol Assam, and the United 
National I iberation Front of Manipur in 
1991 to wage a united struggle for in¬ 
dependence of the nationalities in the Indo- 
Burma border areas. 

A more comprehensive analysis of the 
situation and the strategy and tactics of the 
Naga insurgency was provided recently by 
the other faction ol the NSCN, in the course 
of an interview granted by its chairman Isak 
Chishi Swu. and general secretary, Th 
Muivah Expressing their scepticism about 
the latest moves for official talks with the 
rebels, they said: "Our bitter experience in 
ihe past has shown us that we cannot trust 
the Indian government. There is a total col¬ 
lapse of faith in us announcements and pro¬ 
mises.” Muivah, during the interview, gave 
examples of what he thought was a series 
of betrayals on the part of New Delhi: "In 
1948, the agreement between the NNC and 
Sir Akbar Hydan (who was then the gover¬ 
nor of Assam, which state included the 
Naga-inhabttcd terriiories at that time) 
recognised the 'right of the Nagas to develop 
themselves according to their freely express¬ 
ed wishes'. But the Indian government refus¬ 
ed to respeci that right when it rejected the 
verdict of the Naga people in favour of in¬ 
dependence which they expressed in a 
plebiscite (held by the NNC leader, Phizo, 
on May 16, 1951). Further, ihrough the im¬ 
position of the Shillong Accord, the Indian 
government divided the Naga politicians by 


creating a section of traitors to our cause 
who are its toadies. They [the Indian 
government) can thus go on signing accords 
with the traitors, but that will not solve the 
problem of Nagaland" 

According to the NSCN leaders, there had 
been several overtures from the Indian 
government since Indira Candhi's times. 
'But we are against any preconditions for 
talks’, said Muivah. As for the latest move 
to negotiate through the church leaders, Isak 
Swu said- "At the moment, we are sorry to 
say lhat we find no one among the church 
leaders capable of playing the role of a 
mediator since all these church leaders are 
betng used by the Indian government” 
The NSC.'N's distrust of the Indian 
government has been further aggravated by 
the way the latter is alleged to have used the 
'kdchin card’ lo cut off its support base in 
Burma. Following the formation of the 
Democratic Alliance of Burma to oppose the 
military regime there, the KIO (Kachm 
Independent Organisation) insurgents joined 
the alliance Intelligence personnel of the 
Indian government—which supports the 
alliance were reported to have got in touch 
with the KIO representatives who crossed 
over into Aiunachal Pradesh in 199() During 
these meetings, the former were said to have 
promised the KIO support for its light lor 
an independent Kachin state in exchange for 
its promise to stop providing a base for the 
NSCN tn the Kachin area. Accordingly, the 
KIO turned its back on the NSCN While 
confirming this, Muivah in his intcivicw 
added: “But the Indian government did not 
keep its part of the contract, and the KIO 
is today disenchanted with India!’ 

The Burmese government's main am. it 
appears, is to clear the Eastern Naga Hills 
(which form the major portion of the Sagain 
division) of Nagas, lo enable exploitation ot 
the nil deposits there by a number of 
multinational corporations (including 
EXXON, UNOCAL and AMOCO) with 
whom Burma is said to have signed 
agreements. Contracts for logging opera 
tions arc also believed to have been offered 
to South Korea and Japanese companies in 
these heavily forested areas. Existence of an 
insurgent group like the NSCN and its sup¬ 
port base among its ethnic followers in this 
region is naturally considered as a threat by 
the military regime to the commercial opera¬ 
tions that it is planning. 

As for the condition of the ordinary Naga 
citizens in the Naga-inhabited areas of the 
states of Nagaland and Manipur in India, 
the NSCN leaders referred to Ihe numerous 
cases of atrocities by Indian troops on in¬ 
nocent Nagas (which have been documented 
both by Indian human rights groups and the 
Amnesty International). They then added: 
“We have been patient and tolerant for long. 
But if India continues with its policy of in¬ 
discriminate k illing and persecution of our 
innocent people, it may not be possible for 
us to restrain our cadres for long from tak¬ 
ing similar retaliatory actions against Indian 
citizens in our territory:’ They then made an 


open appeal to all Indians: “We therefore 
request the Indian people to restrain their 
government and army from such actions, 
(i e. indiscriminate killing and persecution)!’ 

Unlike Punjab and Kashmir, where the 
terrorists have no qualms in massacring in¬ 
nocent peonle and kidnapping ordinary 
citizens and killing them, the insurgency-hit 
areas of Nagaland and Manipur have still 
remained free from such actions. Explaining 
their ability to prevent such senseless kill¬ 
ings, the two NSCN leaders said: "That we 
have been able so far to restrain our cadres 
front such indiscriminate reprisals against 
ordinary Indian citizens, is due in a large 
measure to the role played by the Indian 
human rights groups' activists. Their pro¬ 
tests against the atrocities of the Indian 
troops and their legal efforts to seek redress 
on behalf of our people have helped our 
people to recognise that there are Indians 
who aie opposed lo the Indian government's 
policies and are sympathetic towards the 
Naga people” 

When asked about the possibilities of a 
future settlement, the NSCN leaders asserted 
that they weio for a "pcuicful political set- 
tlemern" lhat would allow the Nagas to re¬ 
main "an independent, sovereign state with 
good relations with the neighbouring states 
ol India, Burma and China" As fdr negotia¬ 
tions with the Indian government, the NSCN 
would pieter the intervention of a "third 
force from within India, and outside any 
government patronage” to help the initiatons 
of a dialogue between the two contending 
sides. “In the past)' Muivah pointed out, 
"Jayprakash Narayan played such a role But 
since then [the late 1960s) there had been no 
Indian of that statute to tell his government 
that it is following a wrong policy towards 
the Naga people”. 

Along with this search for a ‘third force?- 
a rather elusive factoi in the Indian political 
scene today—the NSCN is also seeking 
avenues for publicising their case before 
international bodies Unlike the Khalistani 
secessionist groups of Punjab and the 
Kashmiri insurgents—who have managed to 
build up their respective lobbies among 
western pol'lical circles—the Naga under¬ 
ground still lacks such support abroad. 
While trying to gain international support, 
the NSCN is also keeping its gunpowder dry. 

It makes its presence felt by frequent attacks 
on security forces. Within a space of five 
days in Manipur in December last, 14CRPF 
personnel were gunned down in two separate 
ambushes. In the middle of March, six SSB 
(Special Security Bureau) personnel were 
killed in an ambush. On April 27, in broad 
daylight m the heart of Kohima, the Addi¬ 
tional Superintendent of Police, Kohima, 
was shot dead at point blank range: 

In its ideological position, the NSCN is 
trying to build a bridge between Christianity 
and Marxism-Leninism. One of its political 
documents, entitled ‘Polarisation’, explains 
the position: "We Christians must not 
learn prejudice against the good of the com¬ 
munists. ...Mad dogmatism should be 
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dhorded Marxism-Leninism and Mao Tie 
Tbng Thought are scientific socialism. They 
bring about a world of society that rules out 
exploitation. Who can deny this? .. .The 
basic difference we have with them is that 
we believe in the existence and the saving 
power of God, the Maker?’ 

Echoing Mao’s precepts, M uivah in his in¬ 
terview stressed two points regarding the 
strategy of his organisation—building up a 
‘united front’ with other militant secessionist 
groups in India and Burma, and a long-term 
strategy of a ‘patient and protracted war’. 
Reappearance of these old Maoist strategic 
terms in the utterances of a non-Communist 
guerilla leader may draw sneers from scep¬ 
tics, particularly at a time when Mao’s suc¬ 
cessors in China apparently no longer believe 
in that strategy as the path to the liberation 
of the oppressed, although it was that which 
brought them to power. 

When asked about the future of a strategy 
of ‘protracted war’ carried out by an 
insurgent group in a disadvantageous posi¬ 
tion, both militarily and otherwise, against 
the more powerful Indian state, Muivah said: 
“We have a solid ideology [of an indepen¬ 
dent Naga state) which sustains our strug¬ 
gle. But the ideological force essential to 
sustain the Indian union is almost fainted. 
It can only depend on the army to hold the 
union together. Given its present plight of 
growing disintegration due to uprisings in 
Kashmir, Punjab, Assam and other pans of 
India, if the Indian state continues armed 
intervention to contain these uprisings, it can 
only be to India's own detriment. We are 
therefore in an advantageous position to 
fight a protracted war!’ With a twinkle in his 
eyes, Muivah quoted a sentence from his 
party’s publication: “Time will bear out 
whether Nagaland will first disappeai, or 
India becomes ten!’ 

The Naga insurgents have been fighting 
a ‘protracted war’ for the last four decades 
against an obdurate Indian state that has ac¬ 
quired the reputation of being a slippery 
customer whenever negotiations had taken 
place on the future of Ihc Nagas. Continua¬ 
tion of such a ‘protracted war’ as well as the 
diplomatic game of signing so-called accords 
by the government out of narrow, short-term 
motives, imply further bloodshed. When 
asked whether such a bloodshed could be 
pre-empted by a meaningful dialogue bet¬ 
ween the two contesting sides, both Muivah 
and Isak were firm in their assertion: “For 
the beginning of anv dialogue, it is necessary 
for the Indian government to stop the army 
atrocities on our villagers, remove the securi¬ 
ty forces and troops from the villages, and 
put an end to the obnoxious practice of 
recruiting militia from among the Nagas to 
be deployed against fellow Nagas, and thus 
making us fight each other!’ 

Will New Delhi heed to this demand to 
put an end to a 40-year old war. and initiate 
a dialogue with all the insurgent groups 
without preconditions in order to evolve a 
solution that might be acceptable to both the 
warring sides? 
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Forest Protection Committees in 
West Bengal 

S B Hoy 


In West Bengal over 1,800 rural community-based forest 
committees protect more than 2,40,000 ha of natural 
sal forest. A report on the joint forest management experiment 
in the state. 


ONE of the most successful forest 
management programmes in India is in 
West Bengal where over 1,800 rural 
community-based forest protection com¬ 
mittees protect more than 2,40,000 ha ol 
natural sal (Shorea robusta) forest, 
dividing the forest products with the forest 
department. Prior to the initiation of the 
programme much of the programme area 
suffered from severe lores! degradation 
and conflicts between the forest com¬ 
munity (1C) and the forest department 
(FD). 

One of the earlit^t experiences with 
joint forest management in West Bengal 
occurred duung 1971-72 when A K Baner- 
jee, a divisional forest oflicer and 
silviculturist from south division in Mid- 
napur Last, involved people from ten 
villages in Arabari in protecting 1.250 ha 
of totally degraded natural sal forest and 
plantations. Initially, through a series of 
meetings and contact programmes, 618 
families compiling .1,607 people, inha¬ 
biting II revenue villages, agreed to co¬ 
operate in rehabilitating the forest in the 
project area. The villagers in the pro¬ 
gramme understood 'hat, in exchange for 
the assistance, they would be given employ¬ 
ment opportunities with the forest depart¬ 
ment, the right to collect fuelwood at an 
ecologically sustainable rate from the pro¬ 
tected forest, and usufruct rights to the 
forest. 

While the agreement was based on 
‘good faith' during the first 15 years of the 
programme, in 1987 the FD officially 
agreed to share 25 per cent of the profit 
from limber sales after deducting project 
costs with the 10 participating forest pro¬ 
tection villages of Arabari. Many other 
foiesters and community groups began 
similar arrangements. However, there was 
frequently little clarification regarding the 
entitlements or rights of the participating 
villagers The forest department’s order 
had no cleat guidelines detailing the for¬ 
mation and functioning of other Forest 
Protection Committees (FPCs). The FD 
was also not very confident about the con¬ 
sequences ol issuing a blanket government 
order which would foimally empower 
communities to participate in joini forest 
management activities. 


During this period of uncertainty, other 
agencies, including the World Bank and 
Ford Foundation (FF), came forward to 
study and support the joint forest manage¬ 
ment system in West Bengal. The Ford 
Foundation supported two NGOs, the 
Indian Institute for Bio-social Research 
and Development (IBRAD) and the Rama 
Krishna Mission (RKM) to study the local 
situation through diagnostic research. 
IBRAD is a group of anthropologists and 
other professionals who had previously 
worked with the state health department 
conducting research and training activities 
to strengthen participation in community 
health programmes. RKM, one of West 
Bengal’s largest NGOs, has extensive ex¬ 
perience with community-based voca¬ 
tional training programmes. 

The government of West Bengal issued 
the first state-wide policy supporting the 
FPC programme on July 12, 1989. This 
new order encouraged the formation of 
f PCs to protect state forest lands aiKl of¬ 
fered each FPC a 25 per cent share of the 
net income from the timber after final 
harvesting 

Certain aspects of the government 
order merit special attention. The order 
recommended that local people be actively 
involved in regeneration, protection, and 
maintenance activities of forests and plan¬ 
tations. FPCs were required to protect the 
loiest/plantanons from encroachers 
(human and animal) for five years. In 
exchange for their participation FPC 
members are entitled to receive 25 per cent 
of the net sale of timber (subject to con¬ 
ditions set by the FD), and the right to col¬ 
lect fallen twigs, grass, fruits (except 
cashews), flowers, and seeds without pay¬ 
ing royalties to the government. The rights 
of tribals to forest products which had 
previously been recognised remained in¬ 
tact [State Government Order No 2001, 
1981], 

The 1989 government order resulted in 
three individuals wielding considerable in¬ 
fluence over the formation and function¬ 
ing of the committees. The Bon-O-Bhumi 
Sanskar Sthayee Samiti (the chairman of 
the block level Panchayal Committee on 
Land Management) was empowered to 
select all committee members and was in¬ 
structed to include members from com¬ 


munities legally defined as being econo¬ 
mically backward. The beat officer was 
designated as member secretary and made 
responsible for convening committee 
meetings and recording the minutes. The 
DFO was entitled to dissolve the FPC if 
the committee failed to comply with the 
order or with the Indian Forest Act of 
1927. 

Initially, forest department and state 
government planners assumed that only 
low income families would be interested 
in carrying out protection activities and 
exclusively targeted them for participa¬ 
tion This policy, however effectively 
deprived better-off families and commu¬ 
nities of the opportunity to join local 
forest groups and share membership bene¬ 
fits. In many villages, furthermore, low,In¬ 
come families represented only 10-20 per 
cem of the population and could not pro¬ 
tect the forest if the middle and upper in¬ 
come classes wanted to destroy it. Field 
experience and monitoring studies in¬ 
dicated that the most effective forest pro¬ 
tection committees involved most or all of 
a communities’ households from various 
cultural and political groups. To en¬ 
courage broad-based participation in 
1990, therefore, the state government 
modified the original 1989 order with the 
following amendment: “F.very family liv¬ 
ing in the vicinity of the forest shall, 
however, have the option of becoming a 
member of the forest protection commit¬ 
tee if such family including the female 
members is interested in the work of pro¬ 
tection.” 

The revised 1990 resolution provided 
the opportunity for the majority of the 
villages to join FPCs. This amendment 
has also had a significant impact on the 
formation of FPCs and on how members 
join the committee. As stated previously, 
the Ban-O-Bhumi Sanskar Sthayee Samiti 
had been authorised to select the FPC 
members from the economically back¬ 
ward people making the membership of 
the FPC dependent on the mercy of a 
political body. This created resentment in 
the villages and annoyed some of the 
forest villagers who had been protecting 
the forest for a long time Many forest 
protectors from the village were unable to 
join the FPC because they had no political 
influence on the Ban-O-Bhumi Sanskar 
Sthayee Samiti. When the amended order 
came out, neither the FD nor the local 
political party had the power to exclude 
or include anyone from becoming a 
member of the FPC. This change has 
made the programme .more accessible to 
all interested villagers, including women, 
who are now able to become members of 
the FPC. The programme however, still 
does not adequately address the needs of 
women. 

Another significant 1990 amendment to 
the government’s 1989 order was a state¬ 
ment broadening the role of the FPC. In 
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the earlier document the FPCs’ role was 
limited to protection, while the revised ver¬ 
sion suggested ‘various activities’. This 
reflected an attempt to involve people in 
additional forest activities such as the 
development of local management plans, 
i e, microplanning. 

Unfortunately, the 1990 amendment 
failed to address adequately certain aspects 
of the programme that need to be improv¬ 
ed: the operating efficiency of the FPCs, 
women’s participation, committee regist¬ 
ration procedures, the process of forest 
area boundary demarcation, microplan¬ 
ning exercises, and reorientation and train¬ 
ing requirements for foresters working 
with the FPCs. The government of India 
subsequently issued an order in June 1990 
emphasising the important role people 
and NGOs should play in forest manage¬ 
ment. 

Divisional forest officers are now in the 
jjrocess of registering all FPCs. Since 
registration is a lengthy and time-consum¬ 
ing process some older FPCs have not 
been registered whereas more recently 
established ones have been. This has caus¬ 
ed some resentment in the older commit¬ 
tees because, according to current pro¬ 
gramme policy, FPCs are only entitled to 
benefits after five years of protection ac¬ 
tivities from the time of formal registra¬ 
tion. This means that newly formed FPCs 
which are registered in 1991 will have the 
same seniority and equal rights to sharing 
the harvested timber as those ‘formed’ in 
1985 but only registered in 1991. This has 
undermined morale and commitment in 
many older FPCs because their early 
forest management efforts are not being 
recognised in the FD’s records. 

The DFO should grant seniority on the 
basis of evidence that proves that the FPC 
has been formed and functioning for a 
specific period of time. Communities that 
have received awards from the government 
for their conservation efforts, such as the 
Sitrampur FPC under Godapeasla range 
in East Midnapur obviously deserve of¬ 
ficial recognition. This will solve many 
problems for the older FPCs which have 
been protecting their respective forests and 
ensure that their early efforts are suitably 
acknowledged. 

This policy of backdating registration 
can, however, create other problems. Some 
FPCs or political parties may pressurise 
the DFO to endorse the seniority status 
of the older FPCs. Documents and/or 
witnesses from the neighbouring FPCs 
should be required to verify the accuracy 
of such claims. During this process, a few 
FPCs may undeservedly receive seniority 
status. This is perferable to the previous 
situation, however, when longstanding 
FPCs were not properly rewarded for their 
efforts. 

The present government order (1990) 
states that “The beat officer, as member 
secretary shall convene the meetings of the 
executive committee as well as forest pro¬ 


tection committee as per the schedule pro¬ 
cedure”. (n practice, beat officers may 
have difficulty in holding so many meet¬ 
ings. A survey revealed that it is not possi¬ 
ble for the beat officer to regularly 
convene formal FPC meetings. Most of 
the FPCs are in remote villages and the 
responsible field officer often has many 
other official assignments. In these cases 
the FPC members are deprived of the op¬ 
portunity to hold regular meetings. More¬ 
over, in certain instances where the villa¬ 
gers have to record opinions in the meet¬ 
ing which may not be in favour of the beat 
officer, he may avoid convening a meeting 
at all. 

The policy should be modified to allow 
other members of the executive council to 
call a meeting of the FPC if the beat of¬ 
ficer is unable or unwilling to. If the ex¬ 
ecutive committee members do not show 
interest in convening a meeting, the 
members of an FPC should be allowed to 
initiate a meeting. Providing such rights 
to FPC members empowers them to 
manage the FPC and not to remain 
hostage to the whims of the beat officer 
or to the mercy of the executive committee 
whose members are often the privileged 
people in the village. Similarly, the FPCs 
should be permitted to take minutes if the 
beat officer or executive committee mem¬ 
bers do not show an interest in recording 
the proceedings. 

Furthermore, the government order 
states that “The Ban-O-Bhumi Sanskar 
Sthayee Samiti of the respective zilla 
parishad will monitor, supervise, and 
review the function of the forest protec¬ 
tion committee” This programme review 
stage has not yet been reached in West 
Bengal. However, when the time comes, 
the district head of the elected body will 
be unable to properly monitor and review 
locally-based loresi-oriented programmes 
because he is too far removed from the 
communities. The village-based, locally- 
elected body or the FPC itself is perfect¬ 
ly capable of reviewing the programme 
The impact of this aspect of the govern- 
ment order is not apparent now, because 
most of the FPCs are in the formative 
stage and political support to form FPC 
for forest management is strong. However, 
a problem could arise if the local FPC, 
however good it may be, is not getting 
along well with the district level political 
party. In such an instance, the local FPCs 
should be empowered to form a body to 
monitor the programme with the help of 
the local beat officer. 

Needs of Women in FPC 

The government has not appreciated 
women’s contribution to the FPC pro¬ 
gramme as made evident by the failure to 
recognise the role of women in forest pro¬ 
tection in the earlier government order of 
1989. Women have protected forests and 
gathered forest products for quite a long 


time. Many women in the vicinity pf th» 
forest, especially tribals, collect non- 
timber forest products (NTFP) such U 
fuel wood, sal leaves, sal seeds, flowed, 
resins, mushrooms, many forms of food 
and nuts, grosses, and honey! These pro¬ 
ducts make a substantial contribution to 
the household economy. In tribal commu¬ 
nities, where women are especially active 
in forest product collection and process¬ 
ing, the contribution to the subsistence 
and cash generating needs of the family 
is substantial. 

Few effective NTFP marketing support 
systems have been developed for FPC 
members. When women sell their NTFP, 
they are often exploited by middlemen. In 
addition, women are often hesitant to 
voice these problems to local authorities. 
While men often market NTFP goods 
produced by women, husbands frequently 
do not give the money generated to their 
wives. Because women do not have any 
formal status within the FPC their posi¬ 
tion is further weakened. 

Given these circumstances, a number of 
changes, should also be made in the 
government order to help the FPC operate 
more effectively and equitably. Women 
should be granted joint membership in the 
FPC programme with the name of husband 
and wife recoided in the FPC register. 
This will not only officially involve 
women in the FPC programme but will 
also raise their status in society. In some 
cases where the FD has finished the FPC 
registration it may be difficult to cancel 
the old registration and re-do the entire 
registration process. In such cases a 
statutory government law should be pass¬ 
ed that automatically bestows member¬ 
ship upon the wife if her husband is 
already an FPC member. The bank ac¬ 
count, where shares will be deposited by 
the FD after harvesting, should be jointly 
operated by the wife. 

According to the present government 
order (1990), beat officers are required to 
act as the member secretary at FPC 
meetings. The beat officers normally meet 
only with the men of the villages and 
never consider women a functional unit 
of society. This effectively cuts them off 
from the FPC programme and under¬ 
mines their commitment to it. As they are 
never formally recognised or listened to,, 
they are unable to have their opinions on 
forest management considered, thus 
depriving the programme of their rich ex¬ 
periences in the management of forests for 
fuclwood, fodder, and NTFP. If only to 
improve forest management, women 
should be involved in FPC meetings. 
The FPCs and the executive committee 
members should actively encourage par¬ 
ticipation by women and pay attention to 
their suggestions. The FPC of Jaypur 
range, Bankura (north) division of West 
Bengal has successfully demonstrated that 
literate women can also play a very im- 
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portam role in keeping the minute book 
and FPC re ords. In some cases where 
women do not s-iare their opinion in open 
men’s group (due to caste group socialisa¬ 
tion), a separate sub-group meeting of 
women should be held and its output in¬ 
corporated into the output of the primary 
)■ PC meeting. 

Women can also help improve the 
village economy by being permitted to 
play a role in the marketing of mush¬ 
rooms, sal leaves, sal seeds, medicinal 
plants, etc. Before creating a rnaikct de¬ 
mand for NTFP, however, sustainable 
management techniques must be developed 
that can simultaneously supply a cash 
income to the FO without placing undue 
pressure on the forest resouiee 

In addition, al least two women should 
be nominated to serve on every executive 
committee to ensure that the perspective 
of women will be heard before decisions 
are made in the FPC 

New laws and policies that address the 
needs of women should be broad based 
enough to involve both tribal and caste- 
groups and should give all women the op¬ 
portunity to work based on their need, 
culture, and values. The rather simple 
programme changes suggested here could 
transform the role ol women from that of 
an ‘offender’, who previously had no 
choice but to illegally harvest forest pro¬ 
duce, to active and essential participants 
in forest management and protection. 

The government order of 1990 mention¬ 
ed that FPC members will be involved in 
‘various activities’, but it has not stated 
clearly as to what kind of activities these 
would be nor what role the I- PCs would 
have in developing management plans. 
After the formation and official registra¬ 
tion of FPCs, it is imperative that com¬ 
mittee members participate in microplan¬ 
ning and in the demarcaiion of forest 
boundaries. 

The FD must co-operatively develop 
separate working plans with each commu¬ 
nity to address their specific cultural and 
physical needs in the context of a parti¬ 
cular ecological zone. As part of the 
microplanning effort, the team should ex¬ 
amine, among other things, community 
demographics, population, the role and 
the number of cattle in the economy and 
their impacts on the forest, and the 
capability of the natural resource base 
to support management options as they 
relate to the people’s expressed needs. For 
example, in the Kumhar potter commifnity 
of Bamunmara village, Mamckpara range, 
Midnapur district, 80 per cent of the 
villagers are potters and rely heavily on 
firewood to lire the kilns. In this instance, 
a management plan would focus on fuel- 
wood production at the expense of other 
possible forest products. 

As members of the microplanning team 
FPC members have a key role to play in 
voicing community needs. They possess 
and have access to ‘local knowledge’ that 
may go unrecognised by outsiders and 
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that is crucial to successful project plan¬ 
ning. Final management plans, however, 
must be pragmatic given ecological con¬ 
straints and the capability of the beat of¬ 
ficer and FD staff to co-operatively im¬ 
plement them with the FPCs. 

Contusion over forest boundaries is a 
recurring problem for the FPCs.-In one 
instance, members from Chandmura 
village of Arabari claimed that they had 
faithfully protected the Arabari forest 
with the understanding that they would 
receive ihe benefits from their protection 
activities Only when the forest was 
harvested lor timber, did they realise that 
they were not considered part of the pro 
gramme. 1 his incident created a great deal 
of tension throughout the communities 
involved and resulted in Chandmura 
village taking the government to court 
seeking an injunction to slop the harvest. 
1 his entire situation could have been 
easily avoided by incorporating boundary 
demarcation into the mtcroplannmg pro¬ 
cess Maps should be drawn once boun¬ 
daries are agreed upon by all parties (in¬ 
cluding neighbouring communities which 
may be protecting adjoining forests) and 
physical barriers constructed if needed. 
The FD could also develop a uniform sign 
that would clearly delineate forest land 
and state which community was responsi¬ 
ble for its management and protection. 

DFOs should be encouraged to docu 
ment how the participation of FPCs in 
torest protection has helped forest should 
growth, and this data should be made 
available to the FD. Choice of species in 
the forest also be need-based and eco¬ 
logically appropriate for each site. Future 
government orders should highlight both 
these issues Further stress needs to be 
placed on the programme regarding Ihe 
primary role communities play, rather 
than as secondary supporters of the FD’s 
activities 

Since joint forest management repre¬ 
sents a new style of interaction between 
communities and forest departments, it is 
important that both parties receive some 
orientation to the objectives and opera¬ 
tion ot the programme. In many cases, 
earlier management systems created con¬ 
siderable conflict and tension between 
field staff and villagers. As part of the 
professional orientation, most foresters 
were socialised to adopt a paramilitary 
orientation in dealing with rural people 
and carrying out their custodial activities. 
Some communities still mistrust foresters, 
since their past behaviour has often not 
been supportive of village needs and pro¬ 
blems. Orientation programmes organised 
by IBRAD and RKM have been effective 
in introducing the new concept of colla¬ 
borative management to foresters and 
villagers. Orientation efforts provide op¬ 
portunities for foresters to raise concerns 
about the new programme and examine 
their behaviour under older management 
systems. Informal discussions and 
meetings at the village level allow villagers 


to express their resentment of past FD 
policies and to learn more regarding policy 
and procedural changes the department 
has made to respond to their needs. 

Given the importance of orientation for 
both groups, region-wide training pro¬ 
grammes should be expanded and given 
encouragement through formal inclusion 
in programme policies. The forest depart¬ 
ment will need to accept responsibility for 
organising these activities with assistance 
from the NGO community. Clear policy 
guidelines for the implementation of 
orientation activities would facilitate this 
effort. 

In West Bengal, a working group (WG) 
of forest officials, NGOs, and research in¬ 
stitutes plans and monitors FPC activities. 
Although initially informal, they have 
been effective in co-ordinating activities 
and facilitating the learning process. They 
also study training needs and document 
the successes and failures of FPCs. Work¬ 
ing groups should also be formed at the 
lower and middle administrative levels to 
unpiove programme support and monito¬ 
ring activities 

While ihe WGs have no legal status, 
decisions made by state level WGs 
sometimes take the form of government 
resolutions. This saves the time required 
tor Tile-processing’ in ihe government 
bureaucratic system. At present, the FPCs 
are not represented in the WGs. Since the 
WGs are the best available platform for 
decision makers to receive information 
generated at the village and district level, 
the participation of FPCs, who would 
voice village level concerns, would benefit 
the entire process and prevent formation 
of policies that tail to address the needs 
of the FPCs At least at the division levels. 
WGs should be formed with representa¬ 
tives from FPCs and NGOs. They should 
also receive legal status so that the state 
is obligated to implement WG decisions. 
[The author would tike to express his gratitude 
lo ihe Lnvironmeni and Policy Institute of ihe 
Fast Wcsi Centre, Honolulu, Hawaii for the op- 
por tunny lo wi He about social forestry in West 
Bengal The author also thanks Jefferson Fox, 
Owen J l ynch. Maik Poffenberger, and Mark 
/inivky for providing initial guidance and for 
editing the manuscript ] 
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Introducing Norplant 
Politics of Coercion 

K Ravi Srinivas 
K Kanaka mala 

Norplant, a contraceptive device which is proposed to be 
introduced into the family planning programme in the country, is 
already being used by US courts as a means of ‘punishing’ 
women and controlling their fertility. 


NORPLANT, an implant which when 
inserted in a woman's body prevents con¬ 
ception for five years if it is not removed, 
is to be introduced into the Indian family 
planning programme in selected centres. 
This has provoked much debate and not 
all are happy with this decision. It is often 
assumed that Norplant is just another 
contraceptive technology and if it is in¬ 
serted with proper training and with care 
it will be an ideal contraceptive device that 
is needed badly by women. Such assump 
tions do not interrogate the functioning 
of technology nor its potent ial to become 
an oppressive tool. Women need access 
to safe contraceptive technologies but 
Norplant is hardly a solution as it is most 
likely to cause imbalance in menstrual 
cycle apart from other side effects 
Norplant is much more than a contra 
ceptive device. It can be used as a tool to 
control women and discipline them. Of 
course neither control nor disciplining is 
new for women nor is the usage of con¬ 
traceptive technologies for the same. 
Women’s fertility is subjected to control 
by societal norms, family, the government 
and various other forces. Hence any at¬ 
tempt to introduce a technology which 
makes them more vulnerable to control 
should be seen as another ihreat to the 
rights of women and their dignity 
TWo days after the US Food and Drugs 
Administration (FDA) approved Norplant, 
the Philadelphia Enquirer ran an editorial 
suggesting that readers should think about 
Norplant as a ‘tool in the fight against 
black poverty’. After protests an apology 
was published but the idea behind the 
editorial was clear. Norplant in fact 
became a tool to inflict punishment 
against a black mother. Darlene Johnson, 
a 27-year pregnant mother of four, was 
convicted of child abuse and a California 
judge ordered that Norplant should be 
implanted in her body and remain there 
for three years as a part of four-year pro¬ 
bation besides a year in jail. An appeal 
has been filed against this. 

The judicial system which acquits the 
cops who severely beat Rodney King, a 
black, convicts a black woman by order¬ 


ing the implanting ot Norplant. This 
judgment came as a shock to many but 
pi 101 lo FDA’s approval of the Norplant 
National Women’s Health Network and 
Women of Colour groups had warned of 
such abuses. The National Black Women’s 
Health Project points out that according 
to a Florida study the probability of black 
women being leterred for prosecution for 
substance abuse during pregnancy is ten 
times that of while women, even (hough 
ihe same percentage of women in each 
race were actually using harmful drugs. 
But the case ol Darlene Johnson is not 
unique. In 1991 a judge in Austin, Texas, 
as, a condition ol probation recommend¬ 
ed the implanting Norplant in a woman 
who pleaded guilty of a child abuse 
charge She suffered an adverse reaction 
and Norplant was temoved but she under¬ 
went a tubual litigation. She did not file 
any appeal against the judgment or con¬ 
viction but the judgment violates the fun¬ 
damental right of reproductive choice and 
her control over her body is being negated. 
In 1990 a young woman in Jacksonville 
was convicted of manslaughter SSr was 
sentenced to two years of imprisonment 
and a 10-year probation on the condition 
that she would use birth control while on 
probation. It was given under a plea 
bargain that she would not appeal. She 
and her attorney chose that as they feared 
that on appeal she could be convicted of 
a more serious crime and would be given 
a more serious sentence. 

Sheldon Segal, who developed Norplant 
expressed his concern against such 
judgments. He said, “Flow does the judge 
know if the woman is diabetic, or has 
some other contraindication to the drug? 
That’s not his business.” "Norplant 
presents a special temptation to judges 
because it is so long-lasting and does not 
require any co-operation after it is im¬ 
planted, and can be monitored by a parole 
officer just by looking at the woman’s 
arm” said George Annas, Director, Pro¬ 
gramme on Law, Medicine and Ethics of 
Boston University School of Medicine 
(Newyork Times, January 31, 1991). 

The Health Project also points out that 


given the US’s past record regarding the 
eugenics movement, population control, 
sterilisation abuses and racist health care 
system, women of colour would View ‘in¬ 
centive plans’ with suspicion. While the 
federal government do not permit funding 
for providing abortions it assumes 90 per 
cent cost of sterilisation operations. Thi* 
is nothing but a mockery of reproductive 
choice. 

The following details about the various 
legislations in various states indicate that 
in future for implanting Norplant incen¬ 
tives will be provided and Norplant will 
form pari of sentences convicting women. 

Simi- I.L<>IM at ion 

Two types of bills involving Norplant 
have been introduced in some states. The 
fust proposes that the state provide finan¬ 
cial incentives, beyond covering the cost 
of the implant, to enedurage women who 
receive financial assistance to use Norplant. 
The second mandates that women con¬ 
victed of particular crimes, usually child 
abuse or drug use, be required to have 
Norplant implanted. 

Kansas: In 1991, the Kansas legislature 
had two bills pending relating to Norplant. 
House Bill (H B) 2089 would have provid¬ 
ed any woman on public assistance with 
a one-time grant of $ 500 lor getting 
Norplant implanted, as well as S 50 per 
year for each yeai she used Norplant. The 
bill was defeated 

Representative Paine also introduced 
HB 2255, which would have set out a new 
condition of probation lot women con¬ 
victed of possession ol narcotics Section 
4(d) of HB 2255 would have mandated 
implantation ol Norplant lor any woman 
jble to become pregnant who had been 
convicted of possession ol narcotics. 
Under this bill, the judge could not have 
Ordered the removal of Norplant until the 
woman had passed random drug testing 
for one year The only exception would 
have been if a doctor issued a statement 
that the woman was unable to be im¬ 
planted with Norplant HB 2255 died in 
committee. 

Louisiana Under HB 1584, which was 
introduced by Representative Duke in 
1991, Ixsuisiana women on public assis¬ 
tance would have been given S 100 a year 
if they used Norplant. It was amended in 
committee to provide $ 100 per year to any 
woman on public assistance who used any 
method ol birth control, including 
abstinence. The bill was amended again, 
so that it no longer provided cash incen¬ 
tives for use of contraceptives. The final 
version of HB 1584 simply provided that 
Norplant would be provided at no cost to 
women on public assistance. HB 1584 was 
reported favourably out of committee in 
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May but subsequently died in the Senate 
Health and Welfare Committee. 

Ohio: Sena'c Bill (SB) 82, introduced 
in 1991, is still ,«nding in the judiciary 
committee of the Ohio General Assembly. 
There have been four hearings thus far, 
although there has been no action for at 
least six months. This bill would amend 
the definition of a neglected child to in¬ 
clude a child who is born addicted to a 
drug as the result of the mother's use of 
the drug during pregnancy. The bill would 
also make it an aggravated felony of the 
second degree for a woman to cause a 
child to be born addicted to drugs at birth. 
As punishment, a woman not previously 
convicted of child neglect would be able 
to choose either: (a) to complete a drug 
de-addiction programme, or (b) to undergo 
implantation of Norplani, or similar 
‘ device, and agree to abstain from use of. 
drugs for five years, if the woman has 
been previously convicted of child neglect, 
the court would have to order the implan¬ 
tation of Norplant with the requirement 
that the woman remain drug free for a 
five-year period. The bill would also re¬ 
quire any woman convicted under this sec¬ 
tion to bear the cost of the action ordered 
unless she is indigent, in which case she 
would have to go to the department of 
human services to obtain funding. 

South Carolina: Senate Bill 986, in¬ 
troduced in 1991, would require a physi¬ 
cian to test a newborn for drugs if the 
physician has reason to suspect that the 
mother used a controlled substance during 
her pregnancy. If the test is positive, the 
physician would have to report the situa¬ 
tion to the department of social services. 

A positive drug test would be recognised 
a sprima facie evidence that the infant is 
abused. The department ot social services 
would then investigate and petition the 
family court for relief. Once the family 
court has determined that the infant has 
tested positive for drugs, the court would 
have to order the woman to undergo rever¬ 
sible sterilisation or implantation of 
Norplant. The woman could have Norplant 
removed once she demonstrates to the 
judge that she has completed a drug treat¬ 
ment programme and has remained drug 
free for two years. Finally, the bill would 
provide immunity from civil and criminal 
liability for any actions carried out by the 
department of social services or a physi¬ 
cian .while pursuing a course of action 
allowed or required under the bill. This 
bill has been referred to the judiciary com¬ 
mittee, but there is no immediate action 
planned. 

Tennessee: In February 1992, Represen¬ 
tative Steve K McDaniel introduced HB 
I860, which would create a new state pro¬ 
gramme to provide a one-time payment 
of S 500 to public assistance recipients if 


they agree to be implanted with Norplant 
and additional payments of $ 50 annually 
at check-up time to ensure that the drug 
is still working. HB 1860 was assigned to 
the public health subcommittee of the 
health and human resources committee 
where it is currently [lending. 

Senator Jerry Cooper sponsored a 
similar bill in the Senate (SB 2452). The 
senate bill is the same as the one introduc¬ 
ed in the house, with one exception— 
Senator Cooper added an amendment re¬ 
quiring similar benefits for Medicaid- 
ctigiblc persons who undergo vasectomies. 

These are some developments which 
indicate how Norplant is perceived by 
various groups and individuals. What 
right does a judge has to prescribe 
Norplant as a condition of probation? Is 
he aware of the contraindications and side 
effects of Norplant. Does he believe that 
Norplant is an ideal device for punishing 
a woman? In t he process the whole world 
and the woman comes to know about the 
new method of disciplining deviant 
women. 

In this context let us not forget about 
the (ab) uses of contraceptive technology 
in the third world and in India. In Bang¬ 
ladesh sterilisation was an ‘option’ dur¬ 
ing floods and women who opted for it 
were given incentives like clothes, money, 
etc. To meet FP targets coercion is used 


to bring women and men to the camps for 
sterilisation.Who can forget the dark days 
of Emergency in India? Sterilisation camps 
were used to ‘promote’ family planning. 
Resistances to such camps were countered 
by bullets and brutal force. Family plan¬ 
ning was included in the 20-point pro¬ 
gramme of the prime minister and the 
five-point programme of Sanjay Gandhi. 
Targets for sterilisation were set at the 
district level where the collector was charg¬ 
ed pursuing the new family planning 
goals. It was not long before the law and 
order machinery was also involved in 
‘generating’ acceptance. Some Mates even 
exceeded the targets. In 1976 about 150 
people died in Muzaffarpur (UP) on ac¬ 
count of police firing and riots connected 
with coercive FP practices. Maharashtra 
even passed a bill that made sterilisation 
compulsory after three children. The elec¬ 
tions of 1977 intervened and brought this 
exercise to an end. The defeat of Congress 
in 1977 was partly responsible for preven¬ 
ting the recurrence of such frenzied steps 
to curb population increase The family 
planning programme became family wel¬ 
fare programme. 

But the importance of family ‘planning’ 
was accepted and increased allocation was 
made Family planning is not devoid of 
ideology or vested interests. The neo- 
Malthusian paradigm now incorporates 
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concerns Mke en vir onme nt , women’s rights 
into its discourse to co-opt progressive 
forces and sections of the women’s move¬ 
ments. Introduction of Norplant should 
be seen in this context and Norplant is 
bound to be (ab) used and not used just 
as a contraceptive device. 

Norplant is being introduced despite 
the opposition from women’s groups and 
others. Not long ago Net-en was to be in¬ 
troduced like this and but for the alert¬ 
ness of the women’s groups and indi¬ 
viduals it would have been introduced and 
promoted as a safe method. Since the in¬ 
troduction of Norplant and Net-en raises 
similar questions let us briefly look into 
the issues raised by controversy over 
Net-en. 

No information on Net-en was made 
available to public particularly nor to 
women’s groups before it was introduced. 
In the petition Tiled in the Supreme Court, 
Shree Shakti Sangathana and other groups 
pointed out: 

(1) ICMR was conducting the trials 
without any informed consent. Women 
recruited for the trial have not been in¬ 
formed about the Net-en, its possible side 
effects, the purpose of the trial, etc. 

(2) Such trials are conducted on women 
belonging to the lower strata of the society 
who are totally unaware of the whole r 
erase and its ramifications. 

(3) Women seeking abortion were also 
recruited for the trial and their participa¬ 
tion is a precondition for MTP (Medical 
Termination of Pregnancy). 

The court granted stay and the stay is 
yet to be vacated. Now the same ICMR 
is proceeding with trials for testing 
Norplant. About 100 medical colleges and 
20,000 women are to be involved in this 
whole exercise. The way ICMR has gone 
ahead indicates that it does not want the 
persons opposing this to know of its 
plans. Invitations to attend the meeting 
were only for the select few and the whole 
exercise is being conducted in a secret 
manner. 

Given the Indian conditions in which 
family welfare services are offered what 
guarantee is there that these would be per¬ 
formed with the informed- consent of 
women. Moreover, given the contraindica¬ 
tions and precautions to be taken before 
implanting Norplant is it reasonable tq ex¬ 
pect that it would be implanted with due 
-re and respect for the elaborate pro¬ 
cedure? Further, if the woman desires to 
conceive after implantation what assu¬ 
rance is there that it would be promptly 
removed? The case studies from Bangla¬ 
desh, Indonesia give a very different pic¬ 
ture. Under these circumstances can one 
expect that Norplant will be administered 
only by trained persons? 

Given the past record of targeboriented 


family planning strategies it is too much 
to expect that in case of Norplant the 
situation will be any different. In fact 
Norplant provides a ‘quick’ solution, a ’fit 
and forget’ implant. It sits in the woman's 
body guaranteeing the state that this 
woman’s fertility is under control. The 
technology thus becomes a demonic tool 
to control and discipline women. Norplant 
is one such tool that shifts the control 
from a woman to the outside agencies, 
doctors and others. 

From a human rights perspective it 
violates the right of a woman to control 
her fertility. So it is no accident that 
devices like Norplant, injectibles like Net- 
en, drugs like DES are more common 
than methods and devices to control male 
fertility. The right to abortion is denied 


THE desert state of Rajasthan is not bar¬ 
ren when it comes lo breeding moneybags. 
The recent Rajya Sabha election from the 
state attracted a battalion of wealthy in¬ 
dustrialists and businessmen from far and 
wide, all eager to 'serve the nation’ by get¬ 
ting into the upper house. There was the 
businessman-cum-politician Lalit Suri, 
flaunting his Congress(l) connections. 
The Janata Dal(D), a minor partner in the 
Shckhawat government, had discovered its 
own Jagmohan Singh Kochar, a financier 
with political ambitions. There was in¬ 
dustrialist Sanjay Dalmia, flexing his 
media muscle. Even the ruling RJP had 
a moneybag as its nominee, R P Modi. 

The only common link among all these 
aspiring politicians was their money 
power. They were not only loaded with the 
stuff but also willing to loosen their purse 
strings for the honour of getting into the 
Rajya Sabha. Fantastic sums are being 
quoted in context of the not-too-conce- 
aled horse-trading that took place on the 
eve of the elections in an effort to per¬ 
suade the MLAs to vote for these men. 
Modi, who finally made it to the upper 
house with the BJP support, is said to 
have spent close to Rs 1.50 crore. He 
defeated his nearest rival Dalmia, who 
reportedly lost Rs two crore in the political 
gamble, by only five votes. Suri and 
Kochar had quit in the first round when 
they failed to win official tickets from par¬ 
ties whose support (hey were banking on, 
the Congress(l) and the JD(D). But these 
two are also understood to have lost a for¬ 
tune in the initial workup. 

What was it that attracted all these men 


in many countries. The Tiblisi Declaration 
does not recognise abortion as a choree 
Availability of maternal and child health 
care, access to effective primary health 
care and services remain a distant dream 
for millions of women. Thus Norplant is 
an integral part of the politics of control, 
discipline arid punishment. To see Norplant 
just as another device is an exercise in 
deception. The population establishment 
is happy with such an exercise and pro¬ 
motes Norplant as a solution to the ‘pro¬ 
blem’ of population explosion. In the pro¬ 
cess it demands tnat women should sur¬ 
render their freedom. 

|Judy Norsigian of BWHBC, Betsy Hartmann 
helped by sending material. Their help is 
gratefully acknowledged. The usual disclaimers 
apply] 


to Rajasthan? For one thing it was one 
‘free’ seat available to Rajya Sabha. There 
were a total of four vacancies. The BJP 
and its ally, JD(D), could win two seats 
on the basis of its strength in the assembly 
The Congress(l) was in a position to win 
only one seat. That left one seat ‘free’ for 
which the candidate had to muster sup¬ 
port from different parties. But more im¬ 
portant than the availability of the free 
seat, it was the confidence of the money¬ 
bags that they could ’persuade’ MLAs 
to vote for them that brought them to 
Rajasthan. 

Fventualiy, with both Modi and Dalmia 
having locked their horns, it was the 
famous manipulative skill of chief minister 
Bhairon Singh Shekhawat that tilted the 
balance in the favour of the BJP-spon- 
sored candidate The voting pattern show, 
that apart from getting all BJP votes and 
most of the JD(D) votes. Modi also got 
at least five votes from the Congress(l). 
In fact apart from BJP, all other political 
parties suffered serious damage in the Ra¬ 
jya Sabha election. At least 11 Congress(l) 
MLAs indulged in cross-voting, violating 
the parly whip. Some of the JD(D) votes 
seem to have gone to Dalmia against the 
wishes of the party. The Janata Dal also 
could not remain intact But BJP stood 
like a rock 

It has naturally enhanced Shekhawat's 
political prestige. He displayed his 
manipulating skills by persuading the 
JD(D) leadership to vote for the BJP can¬ 
didates. Earlier JD(D) had announced us 
decision to go it alone in the elections. 
With one stroke he has silenced his detrac 
tors within the ruling party. 


Camel-Trading, Rajasthan Style 


The victory of the BJP nominee in the Rajya Sabha elections has 
enhanced the chief minister’s prestige. 
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Malaysia: Keeping the US at a 
Distance 

MGG Pillai 

Without the umbilical cord of frequent infusions of aid 
Washington’s attempts to keep Malaysia on the straight and 
narrow path of subservience has not succeeded. 


THE Malaysian information ministry decided 
early this year (hat when Idaho potatoes or 
Wuhington state apples or California grapes 
woe advertised on the government-run radio 
and television network, tt was not potatoes 
or apples or grapes that were advertised but 
the American states from whence these pro¬ 
ducts came. They were therefore banned 
from advertising on (he radio and television 
network. The ludicrousness of the decision 
was apparent: Does Kentucky Fried Chicken 
advertise fried chicken or Kentucky? Wiser 
heads have since prevailed, and the decision 
reversed. It turned out, as it often does, to 
have been a storm in a teacup. But it was 
a byproduct of worsening bilateral ties bet¬ 
ween Malaysia and the United States, coupl¬ 
ed with the follow-thc leader approach of 
some Malaysian cabinet ministers who in¬ 
itiate policies and decide on issues (hat they 
think would make them more favourable to 
the prime minister, Dato' Seri Mahathir 
Mohamed. 

At the root of it all is the different percep¬ 
tions that Washington and Kuala Lumpur 
have of each other Malaysia, for instance, 
does not accept, with the Soviet Union's 
demise, Washington’s abrasive, obtrusive, 
coersive defence presence in the region but, 
nevertheless, as the defence minister, 
Dato’ Seri Najib TUn Razak said recently, 
welcomes a reduced force to prevent a 
military vacuum developing in the region. 
There has been, therefore, a regular stream 
of United Slates military officials and hard¬ 
ware deals to attempt to reverse this. 

Washington believes Dato 1 Seri Mahathir is 
on a US-bashing phase to gain kudos, 
especially in the third world, and place 
Washington on the defensive: Malaysia’s 
distaste for Washington's . proconsular 
diplomatic pressures of a kind more suited 
to a colonial power of a century ago, and 
the latter’s disenchantment with Dato’ Sen 
Mahathir for not receiving middle ranking 
officials of the United States government is 
the stuff of political gossip. The United 
States’ unhappiness ar this refusal to accept 
the imperial dictates—which it views as a 
challenge to us global role—comes through 
clearly in talks with its officials. 

Dato' Sen Mahathir’s strident criticism of 
United States policies underscores his belief 
that they are unsuitable for the third world, 
and keeps personalities out of his criticism 
But the United States does, seeing every act 


of commission and omission as deliberate 
When American firms lose contracts they 
were not expected to get, the blame is put 
on the current state of bilateral ties or to his 
personal opposition. Their appeals to 
ihe prime minister, which often bypass nor¬ 
mal appeal processes, are often released 
simultaneously to the press. This is what 
American Telephone and THc graph (AT and 
O did recently. But this almost certainly 
precludes a favourable review. 

The United States sees Dato’ Seri 
Mahathir’s stance as deliberate anti- 
American behaviour, and are defensive 
about every criticism. Attempts to freeze him 
out when his home-truths about US policy 
hits home only worsens the situation. It has 
its impact on other fields. When Malaysia 
went shopping for military hardware, the 
United States declined to supply some of the 
sophisticated equipment she wanted. 
Malaysia switched to Britain for its fighter 
aircraft, considers the purchase of the 
MIG-29 fighter aircraft from Russia, 
avionics equipment from others. Washington 
then reversed itself, but by then the evalua¬ 
tions had already been made. American 
businessmen suggest that Malaysia deli¬ 
berately sidelines Washington. That is not 
so And the failures can often be laid at 
Washington's door. 

This overt discounting of the United 
States in Malaysia's political and economics 
decision is not new, only more strident. 
Malaysia was neither a United States ‘client’ 
state, as Thailand, the Philippines, South 
Korea were or are, nor a major recipient of 
US aid. Malaysian development and other 
loans from the United States were all raised 
on the New York capital markets. Her 
political and economic relationship with the 
United States is maintained at this level, 
despite Washington’s efforts to reverse it. 

Without this umbilical cord of frequent 
infusions of aid of all hues, Washington's 
attempt to keep Malaysia on the straight and 
narrow has not succeeded. Dato’ Seri 
Mahathir does not meet low level officers 
of the US state department or the other 
agencies of the government when they pass 
through the country as does, for instance, 
Goh Chok Tong, the Singapore prime 
minister. This is resented by the US embassy, 
and this quickly gets into the press. The 
Malaysian government's strong position at 
the Earth Summit at Rio de Janeiro, its 


strong position on third world issues, its 
changed position of the United State's role 
in west Asia has worsened the relationship. 

But this always has been so. In 1963, tlie 
United States countered the deputy prime 
minister, TUn Abdul Razak’s explanations of 
Indonesia’s confrontation of the new federa- 
tion by offering aid, which she did not ask 
for, and suggesting that Malaysia ought to 
give in to Jakarta's demands. Malaysia 
allowed Peace Corps volunteers in only after 
a personal assurance from the group’s 
director that they would not involve Kuala 
Lumpur in any obligation aqd that they 
would be withdrawn if any of the conditions 
were breached. Malaysia trained South 
Vietnamese policemen during the Vietnam 
war in return for Malaysian military officers 
being trained in the United States, but she 
would not agree to be listed as one of the 
countries that backed Washington’s military 
offensive in Indochina. Malaysian students 
in US universities are almost all fee-paying 
students or on government bursaries or 
scholarships. 

No United States president has visited 
Malaysia since 1967 when president Lyndon 
Baines Johnson came visiting. The Malay¬ 
sians would not allow him to bring his 
armoured official car, with the then chief of 
protocol, Dato’ Abdullah Ali, informing the 
then United States ambassador Jack 
Lydman, that "either Mr Johnson comes or 
his car does, not both” The president came 
without his car. And the one time that the 
United States promised Malaysia a deal in 
return for her vote against Iraq in the United 
Nations Security Council, Malaysia insists 
that Washington did not deliver. 

When Tengku Razalcigh Hamzah, the op¬ 
position Serna ngat '46 leader who was then 
head of PCrnas, the government-owned cor¬ 
poration, was about to go to Beijing in 1973 
to open economic links, the United States 
persuaded the Malaysians to reconsider wan¬ 
ting to establish links with a communist 
country. The visit was delayed. TWo days 
later, Henry Kissinger, then US national 
security council chief, was in Beijing to do 
exactly that. Wisma Putra, the Malaysian 
foreign office, was told lamely that 
Washington could not have allowed the 
failure of (he Kissinger mission. 

Malaysian officals say that there is no 
worsening of ties but admit to a ‘little strain'. 
Washington ignored Malaysia in the past, 
preferring to bolster regimes and countries 
more beholden to her. The interest in 
Malaysia stems from her high profile. 
Another issue for this heightened interest is 
the Washington perception of Malaysia as 
yet another country rushing headlong into 
fundamentalist Islam. But the fact is that 
Malaysia is more pragmatic in its dealings 
with foreign countries and with American 
busines and investment than several coun¬ 
tries who rank high in the United States list 
of friendly nations. 
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PERSPECTIVES 


Quest for Economic Utopia 

S R Sen 


In 1976 the noted futurologist, Herman Kahn, published his 
impressive research study, The Next 200 Years. Progress in the 
fields of science and technology during the short period of 16 
years since Kahn wrote tends to show that his forecasts of the 
advent of the super-industrial society may not be far off the mark 
from a purely technological standpoint. But whether some basic 
economic, social and political factors will not stand in the way 
still remains an important moot point. 


UP to the end of the middle ages, which 
was largely an “age of faith’, people believ¬ 
ed that one day a messiah or incarnation 
of God will establish an era of abundance 
and bliss on earth bringing an end to the 
economic problems of scarcity and in¬ 
equity. But no such era ever materialised. 

In 1516, inspired by the new ‘age of 
reason’. Sir Thomas More published his 
famous book entitled Utopia hoping that 
the very reasonableness of his prescrip¬ 
tions will induce people to accept them 
readily thus bringing about inter alia 
economic plenty and equity. But this did 
not happen because people enjoying pro¬ 
perty and power did not accept his 
reasoning. 

In 1776, Adam Smith advocated that 
the ‘wealth of nations' could be greatly 
augmented and an economic utopia could 
be brought about through the free opera¬ 
tion of ‘natural law’ or an invisible hand 
in a market economy in a laissez-faire 
polity. His disciple Richard Cobden press¬ 
ed for the acceptance of Adam Smith's 
prescription promising end of economic 
inequity and wan as a result The inequity, 
instability and wan which followed in 
western democracies proved to be serious 
disappointments. 

In 1867, revolted by such consequences 
of laissez-faire policy, Karl Marx preach¬ 
ed that economic plenty and equity could 
be brought about only in a command 
economy under the dictatonhip of the 
proletariat established through class strug¬ 
gle: His disciple Nikita Khrushchev was 
so encouraged by the development of 
USSR in the 1950s that he promised an 
early triumph of the socialist system over 
the capitalist system. The subsequent 
experience in USSR belied this. 

In 1930, John Maynard Keynes, the 
most brilliant and practical economist of 
the century, thought that if the lapses of 
the invisible hand in a market economy 
were corrected by the'’visible hand of the 
votaries of modern welfare economics, its 
inherent strength was such that an econo¬ 


mic ulopia could be csiablished within the 
next 100 years. In Ins famous article en¬ 
titled 'Economic Possibilities for Our 
Grandchildren’ he made the following 
prediction 

I draw ihc conclusion that, assuming no 
important wars and no important increase 
in population, the economic problem may be 
solved, or be at least within sight of solution, 
within a hundred years. This means that the 
economic problem is not—if we look into the 
future—the permanent problem of the 
human race 

I see us free, therefore, to return to some of 
the most sure and certain ptinaptes of religion 
and traditional virtue—that avarice is a vice, 
that the exaction of usury isa misdemeanour, 
and the love of money is detestable, 
that those walk most truly in the paths of 
virtue and sane wisdom who take least 
thought for the morrow. We shall once more 
salue ends above means and prefer the good 
to the useful. We shall honour those who can 
teach us how to pluck the hour and the day 
virtuously and well. The delightful people 
who are capable of taking direct enjoyment 
in things, the lilies of the field who toil not, 
neither do they spin,. . 

Bui beware! The time for att this not yet. 
for at lest another hundred yean we must 
pretend to ourselves and to everyone that fair 
ts foul and foul is fair; for foul is useful and 
fair is not. Avarice and usury and prccua- 
tion must be our gods for a little longer still. 
For only they can lead us out of the tunnel 
of economic necessity into daylight. 

Since then there have been several wars 
and sharp increases in population in many 
countries, besides a great depression and 
two oil shocks. Naturally the target date 
of 2030 set by Keynes for his utopia 
inhabited by ‘saints’, approximating what 
Thomas More had in mind, seems today 
to be unachievable. 

Herman Kahn'S Prediction 

In 1976, two hundred years after the 
publication of Adam Smith’s Wealth of 
Nations and the experience of the in¬ 
dustrial revolution and impressed by the 
recent accelerated institutionalisation of 


the process of technological and mana- 
gertul innovations, the noted futurologist, 
Herman Kahn, published The Next 200 
Years (an optimistic counterpoint to the 
earlier pessimistic study The Limits to 
Growth’ by the Club of Rome). He began 
it with the following words: 

200 years ago almost everywhere human 
beings were comparatively few, poor and at 
the metcy ol the forces of nature, and 200 
scats from now, we expect, almost every¬ 
where they will be numerous, ttch and in con¬ 
trol ol the lories ot nature The 400-year 
period will thus have been as dramatic and 
important in the history of mankind as was 
the 10,000 scat period that preceded it, a 
span of tunc that saw the agricultural revolu¬ 
tion spread around the world, giving way 
finally to the birth of ihe Industrial Revolu¬ 
tion At the midway mark in the 400-year 
period we have just seen m the most advanc¬ 
ed countries the initial emergence of super- 
industrial economies (where enterprises are 
extraordinarily large, encompassing and per- 
'asive forte-, in both the physical and societal 
environments), to be followed soon by post- 
industrial economies (where the task of pro¬ 
ducing the necessities of life has become 
trivially easy because of technological ad¬ 
vancement and economic development). We 
expect that all coumties eventually will 
develop the characteristics of super and poit- 
industnal societies. 

He concluded the study with the follow¬ 
ing thoughts: 

Already there arc available elec¬ 
tromechanical devices that effect enormous 
savings of labour, and the next generation 
of such devices -spurred by the computer 
revolution--will probably free man from the 
need to manage them, except for the preselec¬ 
tion of appropriate computer programmes. 
What kind of -a life will a genetically 
engineered, vital-oigan replaceable, menial- 
state-adjustable, computer-robot-assisted 
human being wan: to live’ Will he find 
satisfaction in the postindustnal era? Will he 
seek even more to test himself in the market 
of sport, the iisk of adventure or,the 
challenges of explotaitori'’ Or will he be able 
and prefer to experience all of this—and 
more—through artificial stimulation?... 

It seems clear that there will be many more 
people and that most will have the means to 
obtain more in terms of goods and posses¬ 
sions than they can today. But will there 
goods be distributed as they are now?... 
•Politics', Harold I ass well once wrote in a 
famous definition, ‘is competition for scarce 
values’ In a wot Id of great abundance for 
almost all. but greater abundance for some 
than others, will the same competition still 
obtain?... 

The post-induMrial world we foresee will 
be one of increased abundance, and thus 
hopefully of reduced competition; it will be 
one of greater travel and contact, and thus 
possibly one of diminished differences 
among its peoples. But it will also be one of 
enormous power to direct and manipulate 
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Chart: Cross World Product Per Capita. 1776-2176 



both man and nature; and thus its great 
issues will still be the very questions that con¬ 
front us npw, 'hough enlarged in range and 
magnitude: who will direct and manipulate, 
and to what ends? 

In between two polar or minimum and 
maximum possibilities, the former result¬ 
ing from the ‘Limits to Growth’ approach 
(related to a world population of 7.3 
billion in 2176) and the latter envisaging 
successful exploitation of marine and 
extra-terrestrial resources (related to a 
world population of 30 billion in 2176), 
Kahn has presented a middle (and what 
he considers more realistic) projection 
along ‘S' shaped or logistic curves for the 
year 2176 of world population of 15 
billion (as against 4.1 billion in 1976), 
Gross World Product (GWP) of $ 300 
trillion (as against $ 5.S trillion in 1976) 
and S 20,000 annual per capita income (as 
against S 1,300 ih 1976), the latter two be¬ 
ing in terms of the 1975 US $. Per capita 
income will be higher if population can 
be kept down through technological or 
social means. These projections are given 
in the accompanying chart. 

In the chart, the ‘developed’ group in¬ 
cludes western and eastern Europe, north 
America, Australia, New Zealand and 
white part of South Africa, Japan, Israel 
and the oil rich Persian Gulf countries. 
The ‘communist Asia’ group includes 
China, North Korea and lndo-China. The 
‘coping’ group includes other nations 
whose annual per capita gross national 
product (GNP) was over $ 400 in 1976 or 
were resource rich though not necessarily 
industrialised or were growing then at the 
rate of more than 5 per cent per annum. 
The ‘non-coping’ group compared all 
other countries with annual per capita in¬ 
come of less than $ 400 in 1976. 

Kahn has not given projections of 
distribution of income within these four 
groups in 2176. But absolute equality by 
that date would seem unrealistic Assum¬ 
ing 1:9 inequality, as prevailing in some 
socialist countries in recent times, the an¬ 
nual per capita income in the richest or 
‘developed’ group may range between 
S 10,000 and S 90,000 and in the poorest 
or ‘non-coping’ group between S 2,000 
and 5 18,000. Thus the overall range may 
be between $ 2,000 and S 90,000 or 1:45. 
In fact, even this may be on the low side. 
A range of 1:60 may be nearer the reality, 
considering the fact that some specially 
disadvantaged people comparable to 
American Indians in the US or Ainus in 
Japan or alxv iginal tribes in India in 1976 
may still be there in 2176. Even if, through 
some drastic state action, a lower ratio of 
say, 1:4 inequality can be achieved in each 
group, the overall range will be S 4,000 to 
S 80,000 (1:20 inequality ratio), leaving out 
the specially disadvantaged people. But 


there is a possibility that such drastic 
reduction of inequality may adversely af¬ 
fect technological progress. 

In the case of India, which is in the 
‘non-coping’ group, Kahn has projected 
average annual per capita income to in¬ 
crease 50 times from I 200 in 1976 to 
S 10,000 in 2176 as compared to an in¬ 
crease of 28 times in the US from $ 250 
in 1776 to $ 7,000 in 1976, in the previous 
200 years. The average annual per capita 
income in the US will still be five times 
higher than that in India in 2176 but this 
disparity will be much less than the 
disparity of 35 times that existed in 1976. 

All these increases, Kahn has clarified, 
may not be steady or uniform but may be 
subject to periodical ups and downs and 
disparate trends. There may be in the in¬ 
terim period occasional recessions, civil 
conflicts or even wars. But these latter 
may be more serious if slower growth 
results from any brake being put on 
technological progress from a limits-to- 
growth ideology. 


Implications 

In Kahn’s view, these problems will be 
less and more manageable if bold policies 
are followed and full play is permitted to 
technological and managerial innovations 
favouring substitution of conventional 
sources of energy and raw materials by 
new or non-conventional ones. The main 
point to be noted is that institutionalised 
innovation, which is a relatively recent 
phenomenon, has opened up immense 
possibilities for substitution and growth 
provided misguided actions are not taken 
by trade unions, oligopolies or oligarchies. 

If trade unions use their Strike power 
to hold back innovations or oligopolies 
use money power to buy up from weaker 
firms or individuals patents of new pro¬ 
cesses or products and suppress them to 
protect their own obsolescent investment 
or oligarchies use government controls to 
maximise quasi-rent pr prevent 'creative 
destruction 1 the counter-productive Umitt- 
to-growth' poverty perpetuating soenario 
may prevail instead of the progressive 
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‘constraint-overcoming’ prosperity 
oriented scenario that Kahn ardently 
advocated., 

If Kahn's prescription is followed, it 
may be possible to eliminate absolute 
poverty and hunger well before 2176, in 
spite of the growth of population. 

But the economic utopia that Keynes 
had forecast for 2030 will not still be there 
in 2176. The large income disparity or 
relative poverty that will still persist in 
2176 may give rise to various kinds of ten¬ 
sions and conflicts. 

The bulk of the people in the ‘developed' 
group may be close to the economic abun¬ 
dance that Keynes predicted. But whether 
they will acquire the same behaviour pat¬ 
tern (or saintly virtues) that Keynes 
described for his ‘delightful people*, ‘the 
lilies of the field who toil not’ remains 
very doubtful. Basic human nature being 
whin it is, people with $ 50,000 annual per 
capita income in 2176 may not behave very 
differently from those having the same per 
capita income in 1976, the proportion of 
‘saints' to ‘worldly’ people (including Hip¬ 
pies and Yuppies) may not be very dif¬ 
ferent either. This may apply correspon¬ 
dingly to the other three groups also. 

Kahn has explained that while before 
1776 all societies were pre-industrial, bet¬ 
ween 1776 and 1925 there was industria¬ 
lisation of the present developed coun¬ 
tries, between 1926 and 1995 there was 
movement towards industrialisation in the 
present developing countries and emer¬ 
gency of mass consumption societies and 
super-industrial economy in the present 
developed countries, between 1995 and 
2025 there would be full development of 
super-industrial economy and initial 
emergence of post-industrial economy in 
developed countries, between 2026 and 
2175 there would be emergence of post- 
industrial economy in developing coun¬ 
tries, and after 2176 full development of 
post-industrial institutions and cultures 
almost everywhere on earth. 

While in pre-industrial society, primary 
economic activities like agriculture, 
forestry, fishing and mining and protec¬ 
tion against invaders predominate, in in¬ 
dustrial society secondary economic ac¬ 
tivities like manufacturing, construction 
and transport and organised warfare pre¬ 
dominate; in super-industrial society ter¬ 
tiary economic activities, services and sup¬ 
port primary and secondary activities, 
overcoming constraints set by materials 
and defence for preserving some aspects 
of the status quo predominate; in the post¬ 
industrial society quarternary economic 
activities for itself and residuals of the 
other three societies and control of poten¬ 
tial violence will predominate. 

Kahn describes primary economic acti¬ 
vities as ‘playing games with and against 


nature’, secondary economic activities as 
‘playing games with and against materials 
and also nature 1 , tertiary economic acti¬ 
vities as ‘playing games with and against 
organisation’ and quartern ary economic 
activities as ‘playing games with and 
against the community itself and also 
other communities’. 

Dade in ‘knowledge 1 as contrasted with 
trade in ‘goods’ will progressively increase 
as the world progresses from one stage 
to the next one. Property rights in and 
returns from knowledge will be much 
more valuable than those from goods and 
will help generate higher per capita in¬ 
comes in the more advanced communities 
and countries. This may help explain why 
so much emphasis is being given to TRIP 
in the current GATT negotiations by some 
developed countries and also the poten¬ 
tial danger of TRIP being used as a tool 
of exploitation and of even suppression 
of inconvenient innovations. 

The post-industrial society may be more 
decentralised than the super-industrial 
and industrial societies and may be in this 
respect closer to the pre-industrial society. 
With the flattening out of the logistic or 
‘S' curve, a stage may come when the 
Gandhian approach may prove more prac¬ 
ticable and useful than in the present 
society, especially if the potential danger 
of ’playing games against a community 
itself and also other comm unities’ has to 
be avoided or curbed. 

Progress in the fields of science and 
technology, resulting from the institu¬ 
tionalisation of inventions and innova¬ 
tions experienced during the short period 
of 16 years since Kahn wrote tends to show 
that his forecasts,, especially for the ad¬ 
vent of the super-industrial society with 
predominance of big centralised enter¬ 
prises followed by the post-industrial 
society with predominance of smaller 
decentralised enterprises in the developed 
countries first and their subsequent spread 
to the other countries may not be far of 
the mark from the purely technological 
standpoint. The recent end of the cold war 
and growing concern for family planning 
and environmental protection make this 
forecast more plausible. 

Some Negative Aspects 

But whether some basic economic, 
social and political factors will not stand 
in the way still remains an important moot 
point. 

First, even if institutionalised inventions 
and innovations succeed in overcoming 
production constraints (or limits to 
growth), demand constraints arising from 
differences in effective demand for goods 
and services needed by different income 
groups may hold back production of 
necessaries as against that of luxuries at 


least during crucial periods during the 
next 200 years. 

Second, Kondratieff and other cycles or 
crises may create serious problems from 
time to time This may also require time¬ 
ly countervailing action by government, 
if undesirable slowing down of the gfowth 
rale is to be avoided. 

Third, oligopoly may spread further 
during the super-industrial stage and slow 
down the rate of growth somewhat below 
Kahn’s projection, especially if there is 
collusion among oligopolists to maximise 
monopoly profit through restrictionism or 
preserve obsolete investment through the 
use of the patent law to buy and suppress 
new inventions. However, this may not 
happen in the post-indust rial stage 

Further, even with the general spread of 
economic prosperity forecast by Kahn, 
considerable inequality of income and 
even pockets of great backwardness may 
persist in both super-industrial and post¬ 
industrial societies giving rise to senous 
intra-national and inter national tensions 
and conflicts. Corrective action may be 
even more difficult when GNP may be 
growing at a lower rate in the post¬ 
industrial stage as compared to the earlier 
stage. 

Fifth, the idealism that followed the 
trauma of the last world war or resulted 
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from the compulsions of the cold war may 
not be replaces: by a new idealism among 
the elites who may be less concerned 
about social justice in future. 

.Sixth, the vastly expanded class of of¬ 
ficials (civil and military) may become a 
more important political force to deal 
with and more concerned about its own 
privileges and power than general welfare. 

Seventh, the development of mass 
media and military technology may be 
such that too much influence and power 
may be concentrated in the hands of a 
small elite group, mainly of officials, who 
will seek to justify their hegemony in the 
name of peace while their rival groups will 
frequently contest it in the name of equity. 

The very important question asked by 
Kahn at the very end of his study ‘who 
will direct and manipulate, and to what 
ends?’ deserves, therefoic, very serious 
consideration. 

Chicks ssn Bm \Nt t s 

How to share the economic wealth and 
political power among 15 billion people 
belonging to many nations and diverse 
social groups wnh widely varying entitle 
merits without creating undue tension, 
sacrificing efficiency and retarding pro¬ 
gress will present no less difficulty for the 
world community (United Nations) 200 
years hence than the comparable issues 
that the people of any large country like 
India (Union of India) faces today 

Obviously, the conventional >.ompetitive 
or hegemonistic approaches will not do 
except for short periods, if the experience 
of the industrial society m the 20th cen¬ 
tury has any lesson for the super indust¬ 
rial society in the 21st century and the 
post-industrial society in the 22nd century 
Whatever be the political system and the 
ruling group, provision ol cf lective cheeks 
and balance would be essential 

Kahn felt that selected (or appointedi 
officials (civil and military), much more 
than elected politicians, would direct and 
manipulate governments in 2P6 to a 
much greater degree than in 1976, con¬ 
sidering the nature of the society then as 
compared to now. 

from some standpoints, bureaucrats 
may prove better than politicians so far 
as routine governance is concerned. Bui 
a bureaucracy has serious deficiencies 
also It gives undue emphasis on rules, 
ptccedenee and seniority, favours status 
quo and shuns dynamism, suppresses peo¬ 
ple with v;s.ori and drive, avoids taking 
even minimum essential calculated risk 
and reacts too late and loo little both to 
the’ felt needs of the people and require¬ 
ments of changing situations. It may also 
be corrupted by oligopolists and sacrifice 
social interesis in favour of group of in¬ 
dividual interest. 
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If a particular group of bureaucrats 
continue in power for a long time they in¬ 
variably attract envy and opposition from 
rival groups. Some checks and balances, 
some system of periodical rotation and 
some leadership from the people’s repre¬ 
sentatives are therefore essential. 

What kind of mixture of and relation¬ 
ship between politicians and bureaucrats 
will be most suitable for the super- 
industrial and post-industrial societies re¬ 
quites careful consideration. In view of 
the iremendous power for manipulation 
that emerging technology is likely give to 
a tuhng caucus, any political system 
without elfective checks and balances 
must be avoided at all costs. 

I he three most successful democratic 
models, British parliamentary system 
I with its code of conduct), US presiden¬ 
tial system (with its separation of powers) 
and Swiss co-operative or collegiate 
system (with its built in checks and 
balances) each have their merits and 
demerits. But since the first two are too 
confrontational and also centralising, give 
too much power io one person, the head 
of government, and tend to lapse eavily 
into dictatorship if the code of conduct 


or separation of powers cannot be ensured 
when introduced in other social milieus, 
perhaps some variation of the Swiss 
system would suit the requirements of a 
decentralised post-industrial society 
better. 

I\vo possible developments may prove 
conducive to this. First, with improvement 
of international communication and 
strengthening of international organisa¬ 
tions, special advantage of large states 
may disappear and small states may 
replace them. Second, new technological 
innovations and standardisation practices 
may be such that a system of widely 
dispersed small size hi-tedi factories, each 
specialising in the manufacture of only 
one or two components, linked with in¬ 
terspersed middle size assembly plants, 
may become common and promote eco¬ 
nomic decentralisation in the pon- 
industrial society. 

This will, of course, be subject to the 
all important proviso that oligopolies and 
oligarchies will be effectively curbed either 
by natural economic evolution or pur¬ 
posive social action by the time the pre¬ 
sent industrial society gets transformed 
into the post-industrial society. ‘ 
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THE Indian financial system as it has 
evolved is comparable in many respects with 
the financial systems of the most advanced 
developing countries as well as some of the 
developed countries It has a well diversified 
structure of financial institutions and 
instruments and a distinct development 
orientation, This is the result of the in¬ 
novative role played by the Reserve Bank of 
India and the government. Equally signifi¬ 
cant has been contribution of the entre¬ 
preneurial talents and managerial com¬ 
petence of a few individuals who have 
shaped its system. One such entrepreneur- 
manager is R S Bhatt who founded the 
Bombay State Financial Corporation in 
1933, the Indian Investment Centre in 1960, 
the Unit This! of India in 1964 and the 
Merchant Banking Division of the State 
Bank of India in 1973 and managed 'he 
National Research Development Cor¬ 
poration of India during 1975-80. Few 
entrepreneur-managers have the ability to 
reflect on their experience and present their 
reflections as the lessons of experience in a 
lucid, persuasive and transparent style Bhatt 
has this rare ability which is reflected in this 
book. 

The financial system has to have a 
development orientation in a developing 
country like India and its major functions 
in such a context relate to mobilisation of 
financial resources, rational allocation of 
these resources in the light of the develop¬ 
ment objectives, cultivation of new markets 
through innovative ventures in support of 
new entrepreneurs and enterprises, improv¬ 
ing the investment and productive efficien¬ 
cy of assisted enterprises and playing the 
catalytic role with regard to adaptation and 
improvement of modem technology, an asset 
which developing countries have to learn to 
use effectively and efficiently for generating 
a process of development, the principal ob¬ 
jective being the improvement of the living 
standard of each individual and family. On 
each of these functions of a development- 
oriented financial system. Bhatt has made 
his contribution and derived some signifi¬ 
cant lessons, based on his experience 

Mobilisation of resources 

The major surplus sector, which finances 
the deficits of the other sectors like the cor¬ 
porate and government sectors, is, as Bhatt 
emphasises, the household sector. Hence the 
major objective of the system should be to 


study the basic motives to save of the 
households and their preferences based 
on these motives and their income and 
wealth. Bhatt has drawn attention to these 
motives—to provide for old age, to have a 
house of one’s own, to support children's 
education and to leave after death adequate 
property to one’s children, the bequest 
motive. It is in the light of these basic 
motives that Bhatt devised various schemes 
while he headed the UTI— schemes like the 
1964 Unit Scheme which ensured a steady 
income without risk of loss of principal. 
Insurance-linked Unit Scheme, Reinvestment 
Plan, Voluntary Savings Plan and Children’s 
Gift Plan (pp 41-45). He also suggests that 
L1C and UTI could enlarge [heir business 
if they devised some schemes linked to the 
motive lo save for having a residence of 
one’s own. The HDFC and some banks have 
house-linked deposits, but Bhatt suggests 
that L1C and UTI could engage in housing 
development for their investors, particularly 
those in [he low income groups. In this con¬ 
nection, he cites the case of the Peter Cooper 
Village Aparlmcnts in New York which was 
developed by the Metropolitan Insurances 
company and alloucd to its policy holders— 
low-income slum dwellers—so th.’t the com¬ 
pany could get a good return on its invest¬ 
ment and still provide an insttument linked 
to one of the basic motives to save. Com 
mcrcial success is not inconsistent with 
development- and welfare-orientation if 
innovative ability is there (p 57). 

Development Oriented Resource 

Al. IOC AT ION 

The financial system in India has been 
quite successful in mobilising financial 
resources from the household sector. 
However, their allocation and effective and 
efficient deployment are of critical signi¬ 
ficance for attaining the objective of rapid 
growth with social justice. In this context, 
Bhatt makes very significant observations 
related to decision-making in the financial 
system. 

The first rule which he observed and 
recommends is prudence. To quote: 

.. prudence requires that you manage 
other people’s funds as if they are your own” 
(p IIS). This was the principle he followed 
in the UTI and was the very basis of the 
investors' trust and confidence in the variciy 
of schemes introduced by the UTI. This rule 
has the obvious corollary so well summed 


up in Sir Purushottamdas Thakurdas’s dic¬ 
tum. quoted by Bhatt, "you will oblige no 
one and no one should oblige you. That 
includes everything” (p 52). 

The second rule is (he necessity of sixth 
sense or capacity to judge the promoters of 
projects, large or small. The various criteria 
like internal rale of return or social cost- 
benefit analysis should serve merely as aids 
but, in Bhatt's opinion, should not be 
mechanically followed, lo quote: "What 
matters most in these calculations are the 
underlying assumptions Whatevci method 
of data appraisal may be used, it is impor¬ 
tant that a single forecasting figure should 
not be the basis of assessment, tor it is likely 
to divert attention away from some of the 
critical issues. In establishing profit 
forecasts, therefore, the qualitative factors, 
both measureable and intangible, should 
be taken into account because the basic 
assumptions on which calculations are built 
are very important” (p 82). It is vital to judge 
the quality and competence of the pro- 
inotcrL for they arc of crucial significance 
for the success of a project “Further, the 
promoter's stake should not be viewed in 
monetary terms alone Technical and other 
knowledge that a promoter brings to a pro- 
lect and his known capability to set up an 
enterprise and run it with profit are in¬ 
valuable assets. The ‘key man’ approach to 
small and medium sized projects is valuable 
because, after all, it is noi so much the plant 
and equipment as the man behind the pro¬ 
ject which will make it viable” (p 202). Mere 
application of rigid criteria is not a substitute 
tor good judgment “Over the years, the 
financial institutions have developed 
sophisticated norms and criteria for project 
analysis and evaluation with a view to judg¬ 
ing the financial viability and technical 
soundness of industrial projects These 
analytical norms and criteria arc instruments 
to build up the institutional judgment. It 
has, however, been easy to turn them into 
rules and regulations and rigidly adhere to 
them. This has resulted in delays in sanctions 
and disbursement of lunds causing avoidable 
overruns in capital costs. The essence 
of development banking is io promote 
industrial culture and develop human 
resources—entrepreneurial lalcm, technical 
and managerial skills and the spirit of enter¬ 
prises’’ (p 224). 

Bhatt regrets the complete lack of the 
technology dimension in project analysis. 
The institutions have not developed the 
capacity to judge the suitability of borrowed 
technology to Indian conditions. This out¬ 
come is partly the result of government im¬ 
port controls and controls on technology im¬ 
ports. Because of a sheltered market, the 
promoters have no incentive to have a good 
R and D set-up, necessary for adapting and 
improving modern technology. "None of the 
units having foreign technical collaboration 
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made any effort for research and develop¬ 
ment to improve and adapt foreign tech¬ 
nology to suit Indian conditions” (p 278). 

Because oi" controls on technology im¬ 
ports, quite often it has not been possible 
to import the most suitable technology. 
“Candidly, it must be admitted that our 
technical experts in the Department of 
Technical Development had little experience 
of evaluating the quality and importance of 
technology offered and the price for impor¬ 
ting it” (p 273). “Experience has shown that 
government alone has neither the necessary 
expertise nor the capacity to judge the value 
of technology to be imported" (p 279). The 
government industrial licensing policy also 
has been an impediment to sound tech¬ 
nology choice As Bhatt points out, "it is not 
always prudent to plan investment on the 
basis of the domestic market. And if exports 
are to be planned so as to take advantage 
of the growing world market it would be 
desirable to adopt technically superior pro¬ 
cesses, which raise the productivity of all 
inputs” (p 75). 

it is Bhatt's contention that the govern¬ 
ment so far has not formulated a sound 
technology policy that links industrial enter¬ 
prises, technical consultancy organisations, 
research institutes and financial institutions 
in a manner as to motivate each of them to 
upgrade traditional technology and adapt 
and improve modern technology to suit 
Indian conditions. 

Impact ot Pubi k Owni rship 

Bhatt recognises the great potential of 
government ownership of the financial 
system in stimulating a process of develop¬ 
ment that seeks to attain the national 
objectives of removal of poverty and pro¬ 
gressively improving the living standard of 
every individual and family. However, he 
sadly notes: “ . when we look at the 
management of public financial institutions, 
experience has shown that public ownership 
and control have resulted in the diminution 
of their autonomy and freedom.. Undue 
influences of any kind from government 
lower the dignity of the office of top 
management and encourages incompetence. 
This in turn affects the morale and discipline 
of the organisation” (pp 222-23). “The 
greatest casualty has been development 
culture in the specialised financial institu¬ 
tions... selection of persons for the posts 
of top management has not always been on 
considerations of their expert knowledge and 
experience Even when this was the case, the 
tenure was short, say, for one ot two years" 
(P 223). 

Bhatt thinks that the financial system will 
have to reintroduce the development dimen¬ 
sion which recently has been disregarded. 
According to him “...the focal points of in¬ 
dustrial development are likely to be (i) the 
development of medium and smalt enter¬ 
prises, including tiny industries and crafts; 
and (ii) integrated development of growth 
centres in rural areas. These will pose new 


challenges to the investment institutions... 
the development banks at the national and 
state levels will have to develop a new 
outlook, innovative norms and criteria that 
will be conducive to rapid development and 
approach problems of small industries and 
integrated development of growth centres 
with understanding and sympathy" (p 201). 

Such a development role was supposed to 
be played by the Industrial Development 
Bank of India and the Lead Bank in every 
district. These very sound and imaginative 
concepts seem to have been completely ig¬ 
nored in the current discussions on finan¬ 
cial reform. Even the Narasimham Commit¬ 
tee has paid scant attention to the role of 
development banking for the removal of 
poverty through increasing employment op¬ 
portunities identified and assisted by the 
financial institutions. They have made a 
mockery of the concept of 1DBI evolved 
by a very imaginative finance minister, 
T T Krishnamachari, and the very fruitful 
concept of the role of a Lead Bank in a 


district as a development bank portxaBtnct 
for agricultural and rural development. How 
else can one explain the removal of the tax- 
exempt status of the 1DBI, elimination of 
the Development Assistance Fund managed 
by the IDB1 (the fund which made it possi¬ 
ble to finance GSFC and the bagasse-based 
newsprint project in Dunil Nadu) and the 
complete negation of the concept of Lead 
Bank in a district—-a concept which, if im¬ 
plemented, would revolutionise the rural 
scene? It appears that the government, the 
Reserve Bank as well as the Narasimham 
Committee are influenced by the immature, 
half-baked and ideologically motivated ad¬ 
vice by the World Bank. Whaf significance 
has a financial system in a developing coun¬ 
try like India if it has no development 
orientation? 

Bhatt has very significant pbservations 
relating to mutual funds, merchant banking 
and offshore banking. Policy-makers will 
benefit greatly by listening to his experience- 
chastened observations on these themes. 
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Colonial India in World Economy 

A run Baneiji 

India in the International Economy, 1858*1913; Some Aspects of Trade 
and Finance by Nabendu Sen; Orient Longman, Calcutta, 1992; pp xiv + 
136, Rs 90. 


THIS book is a posthumous work. 
Bhabatosh Datta writes in his Foreword that 
Anup Sinha and his associates have done 
their best “to prepare a rounded book tor 
publication" as the text left by Sen was in 
many respects incomplete. Datta has writ¬ 
ten the Foreword with a sad heart. Nabendu 
was his student at Presidency College. 
Calcutta, and later joined its economics 
faculty. Datta's sadness is understandable. 
Sen had the makings of a “great researcher 
in a difficult area”, but ill health all his life, 
and an incurable illness later, prevented this 
from being achieved. 

I believe this is one of very few scholarly 
works on India in the international economy 
in post-Mutiny decades attempted by 
Indians in the last so many decades. Unfor¬ 
tunately Sen could not complete it. It seems 
he worked on his own, ploughing his lonelj 
furrow. I myself am sorry I did not know 
him when he was struggling bravely to 
interpret those eventful complex decades 

This slim ISO-page volume consists real¬ 
ly of six chapters, leaving out the trie! 
introduction, except for one point. In a long 
footnote on p I, Sen talks of the economic 
drain as “the unrequited payments" India 
made during colonial rule The subject docs 
not occur in the rest of the book, though 
the constraints on development due to 
colonial rule do come up quite often. 

The more interesting chapters are: IV ‘The 
Evolution of the Gold Exchange Standard', 
VI ‘Terms of Trade and Volume of Trade’ 
and VII ‘Conclusions'. We shall come to 
these presently. 

‘Overview’ (Ch II) is largely factual, regar 
ding national income estimates, data on 
agricultural output, government expen¬ 
ditures and the effects on these of the 
depreciation of silver, and trade and foreign 
investments. The next chapter on ‘The 
Financial System' deals with government 
revenues, the remittance operations for the 
Home Charges, and some features of the 
Indian money market. The lucidity of treat¬ 
ment is nobble. 

‘The evolution of the gold exchange stan¬ 
dard’ (Ch IV) begins with an analysis of the 
financial difficulties of the government of 
'idia arising from the fall of silver from the 
mid-l87Qs, and lucidly narrates the evolution 
of the gold exchange standard after aban¬ 
donment of the idea of gold coinage in 
India, and the resumption of silver coinage 
on a large Kale. I am sure that, but for his 
untimely death, Sen would have probed 
deeper into the ‘political economy’ of some' 
of these developments. The last section here 
deals with the government's balances in 
London after the new Gold Standard and 


Paper Currency Reserves came into being. 
Sen draws on the data so assiduously 
gathered by Pandit as far back as in 1937. 
7 hese data show that during the 16 years 
covered by Pandit, 1898-99 to 1913-14, the 
treasury balances and reserves at the disposal 
of India Office rose by a phenomenal figure 
of nearly Rs 60 crore. In drawing up India’s 
balance of payments for this period. Pandit 
of course took due care to include the annual 
increases/decreases of these reserves And 
yet, and this too is as phenomenal, neither 
Pandit nor other students of Indian 
economic history of the current century 
grasped that this fast build-up of reserves 
abroad by a poor country was equivalent to 
export of capital This sum should be seen 
in the context of the net import of long-term 
capital into India then, which was estimated 
by Pandit at Rs 150-200 crore over a period 
of 16 years. 1 do hope some scholar looks 
into this matter with due rtgoui, and after 
consulting all relevant records 

1 shall skip Chapter V on some esnma- 
tional problems for external accounts, since 
it relates mainly to my own estimate for the 
last century as also to Pandit's estimate But 
the next chapter, ’Terms of Tfade and 
Volume of Trade’, which overflows into the 
concluding chapter, is of considerable in¬ 
terest. If providence had been less cruel Sen 
would have broken new ground here as 
despite the extreme importance of this sub¬ 
ject, it is still an almost virgin field of study. 
Paucity and limitations of available data, 
and the complexities introduced in the 
analysis by an almost unmitigated fall of the 
rupee-sterling exchange rate pose problems. 
Sen states that his object in analysing the 
terms of trade from the mid-1870s onwards 
was to ascertain whether India’s net barter 
terms of trade declined during the period 
when the exchange value of the rupee was 
falling in response to the fall in the gold price 
of silver (p 115). Analysing the data, Sen 
arrives at a significant conclusion; “One 
cannot argue that the fall in the exchange 
value of the rupee was associated with a 
decline in the terms of trade” (p 118). He 
goes further to state that the classic 
presumption that depreciation worsens the 
terms of trade is based upon the belief that 
countries specialise as exporters and 
generalise as importers. This, he held, did 
not fully apply to India; its foreign exchange 
earnings came from a limited number of 
commodities and its import too showed a 
remarkable concentration (p 118). But my 
own very tentative analysis of the composi¬ 
tion of trade from the 1860s to the 1890s 
reveals a progressive deconcentration of both 
exports and imports. How significantly this 


would affect Sen’s conclusion I cannot ven¬ 
ture to pronounce upon. 

Also, the statement that “Devaluation 
should normally be expected to lead to a ri*e 
in the prices (in terms of domestic currency) 
of both exports and imports” should, I 
believe, be subject to certain other factors— 
in addition to the import content of exports 
and the elasticity factors. Contemporary 
observers, including Walter Gage hot. had 
argued that silver price in India did not rise 
because not enough silver had gone to India. 
In a way this latter too can be seen if one 
relates, in a rough and ready manner, annual 
silver imports and rupee coinage to the 
estimated grow th of national income at cur¬ 
rent prices (imperfect as those estimates are 
known to be). Need we not take into account 
another significant factor, vi/, that to an ex¬ 
tent (perhaps unquamifiablr) the fall of 
silver itself was directly related to the grow¬ 
ing home charges remitted by India from the 
late 1860s and early 1870s, for which we may 
quote both Goschen and Bagehot? Since 
"services” were dominant in the balance of 
payments of India in the prc-1913 decades 
studied by Sen should the analysis of terms 
of trade be limited to goods alone? After all, 
with the depreciation of silver, our fixed 
commitments in sterling became more 
onerous. And this was' noi restricted to 
government transactions alone. Insurance 
payments, for example, were denominated 
in sterling, and so were other payments to 
the head offices of sterling companies work¬ 
ing in India, including the giant railway com¬ 
panies Poriions of private remittances for 
family maintenance, like school and college 
fees, rents, rakes and taxes, etc. were similarly 
fixed in sterling In ihe 1980s we witnessed 
the predicament of developing countries in 
servicing foreign loans when interest rates 
skyrocketed As far back as in 1936, 
Ki^dlebeiger spoke of "The Current Account 
Index" in his classic study of the terms of 
trade "It is clear", he said, “that the terms 
of trade tor goods and services are a con¬ 
cept superior to that for goods alone. In a 
country like Norway which earns 40 per cent 
ol hei total credits on current account from 
shipping The point is obvious" Would the 
point not be doubly more obvious for a 
poor country like India funding outward 
payments tor invisibles in the private and 
government sectors (largely services and 
some immigrants remittances) amounting to 
over 45 per cent of recorded exports during 
the last lour decades of the 19th century? 
These remarks do not constitute a critique 
of Sen’s valuable work. We are mentioning 
these in the hope that some other scholar 
will take up his unfinished work. The inter¬ 
national economic situation of India in the 
last century is still a virgin field. Any wor¬ 
thwhile work done here will certainly il¬ 
luminate the early decades of the 20th cen¬ 
tury. and, who knows, it may also illuminate 
its last decade. But somehow our very able 
scholars are not inclined to stick their necks 
out here. Nabendu Sen was an exception. 
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SPECIAL ARTICLES 


‘Kaliyuga", ‘Chakri’ and ‘Bhakti’ 

Ramakrishna and His Times 

Suniit Sarkar 


This essay examines a paradox of 19th century Bengal which was increasingly being moulded by the colonial 
encounter. The milieu was one in which, among other things, sacred texts had become more accessible, the printed 
word had acquired greater circulation, a foreign language had gained currency as the medium of higher instruc¬ 
tion, lime had begun to impose its own discipline, the interaction with a culture which elevated itself to a 
superior plane by virtue of its rationality and science had prompted recourse to self-consciously 'rational’ arguments 
towards modification or defence Gf the ‘traditional’ and a premium had come to be placed on social activism 
such as education, religious and social reform, revivalism, philanthrophy and patriotic endeavour. Yet this milieu 
also witnessed the strange and sudden fascination that an obscure Dakshineshwar temple priest, Ramakrishna 
Paramahansa, a rustic brahman who knew barely any English, received little format schooling, held rationalistic 
argument in contempt, was disdainful of book knowledge and asserted the futility of organised social reform, 
exercised over the Calcutta bhadralok. 

This phenomenon of the Ramakrishna cult reflects a two-way crossing of social frontiers—the rustic brahman 
becoming the guru of the city bhadralok, the latter falling under the spell of an idiom, values and personality 
different from their own. An exploration of both these trajectories offers scope for a comprehension of village 
culture and religion and the contradictions of bhadralok life. 


“(Head]-master: ‘Tell me, does he read a lot 
of books?' 

Brinde [servant-girl]: ‘Why should he need 
books? Its all in his words! 

The master had just come from his books. 
He was amazed to discover that Thakur Sri 
Ramakrishna never read books!' 

-Ramakrishna-Kalhamrita. I, p 17. 1 
|From description of Mahendranath Gupta's 
first visit to Ramakrishna. February 1882.] 

THE sudden entry of print-culture and 
Western education, along with the creative 
indigenous response to them through ver¬ 
nacular prose, valorised book-learning to an 
unprecedented extent among the colonial 
middle class of 19th century Bengal. The 
most sacred of Hindu texts became widely 
available in written form for the first time, 
and printed matter became far more accessi¬ 
ble than manuscripts could ever have been. 
Higher education, now being made in¬ 
dispensable for respectable jobs and profes¬ 
sions, was imparted through a foreign 
language, far removed from everyday speech, 
which could be learnt only through books. 
Contact with a culture which claimed 
superior status by virtue of its rationality 
and science stimulated efforts to use self¬ 
consciously 'rational' arguments to modify, 
or defend, institutions and ideas now felt to 
be ‘traditional! Time acquired new meaning 
and disciplinary authority through an equal¬ 
ly abrupt entry of clocks and watches, and 
there was among some a sense of moving 
forward in consonance with its linear pro¬ 
gress. Foreign rule, however humiliating, had 
brought the gift of ‘modern’ culture for the 
new English-educated literati, and maybe its 
evils could be reduced or dim inated through 
gradual reform. A premium consequently 


was placed on varied forms of social ac¬ 
tivism: education, religious and social 
reform, revivalism, philanthropy, patriotic 
endeavour. 

And yet, at the very heart of it all, there 
was that strange, sudden trek of the Calcutta 
bhadralok in the Iatc-I870s and early 1880s 
to a man who seemed to represent the very 
opposite of all such valorisations and 
initiatives. Ramakrishna Paramahansa (c 
1836-1886), hitherto obscure Dakshineswar 
temple priest, was of humble village 
Brahman origin, had virtually no English, 
and not even much of formal vernacular (or 
Sanskrit) schooling. He thought little of ra¬ 
tionalistic argument, considered organised 
efforts to improve social conditions futile, 
preached an apparently timeless message of 
bhakti in rustic language, and claimed to 
have seen, many times, the Goddess Kali face 
to face The cult that developed around 
Ramakrishna remained an essentially 
bhadralok affair in Bengal, with some 
extensions later, again invariably among 
educated people, in other provinces and 
abroad through the efforts of Vivekananda 
and the Ramakrishna Mission. Some 50 
years after Ramakrishna's death, a short 
story imagined two devout elderly women 
meeting at Benaras: the city lady was full 
of Ramakrishna, the village woman had 
never heard of him. 2 Tbday, an average 
middle or lower middle class Hindu 
household in Bengal can be expected to have 
a portrait of Ramakrishna somewhere, along 
with, quite possibly, a well-thumbed copy of 
the Kathamrita. 

It was the Kathamrita which first aroused 
my interest as a historian in Ramakrishna, 
with its claim to be a diary-based record of 


the conversation of the Dakshineswar saint 
between February 1882 and August 1886. 
Not just scattered saintly obiter dicta, in 
other words, but actual convers< tion: here, 
it was tempting to assume, we have some¬ 
thing close to G M Young’s definition of the 
ideal social history document, through 
which we can eavesdrop on the people of the 
past talking among themselves. More 
significantly, the Kathamrita was a product 
of something like a liminal moment, a two- 
way crossing of social frontiers—the rustic 
Brahman becoming the guru of the city 
bhadralok, the latter falling under the spell 
of an idiom, values, and personality very dif¬ 
ferent from their own. Both trajectories 
needed to be problematised and explored, 
for perhaps they could add something to our 
understanding of village culture and religion, 
on the one hand, and the contradictions of 
bhadralok life, on the other. 

The passage tn the Kathamrita which 
describes Mahendranath Gupta's first visit 
to Ramakrishna introduces us to this inter¬ 
section of apparently very distinct worlds. 
The dianst-author had stood third in the BA 
examinations in 1874, and in 1882 he was 
headmaster of a North Calcutta school con¬ 
trolled by Ishwaichandra Vidyasagar 1 —the 
‘ocean of learning] famous social reformer, 
and philanthropist. It was natural for a man 
like Mahendranath to assume that wisdom 
and reading books were all but synonymous: 
the five-volume compendium he prepared 
from his diary, however, would eventually 
celebrate the surrender of men like him to 
a near-illiterate villager who never read 
books. Brinde; the servant-girl, almost cer¬ 
tainly illiterate, had no problem in accepting 
that true wisdom and holiness had nothing 
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»!. to do with written culture. But Ramakrishna importance in any exploration of the Bhadralok society, even the clerical under- 

was not interested in having devotees like her, Ramakrishna —Vivekananda tradition. dogs of which could at times have a bit of 

and he is said to have disliked the crowds The Kathamrita was published from 15 to rental income through petty intermediate 
of villagers that came to see him when he 50 years after the sessions with Rama- tenure-holding in the Permanent Settlement 
occasionally visited Kamarpukur, where he krishna, and covers a total of only 186 days hierarchy, 10 * naturally preferred empathy 

had been born. 4 The Kathamrita, as well as spread over the last 4 'A years of the saint’s with the countryside through a figure 

biographical accounts of Ramakrishna, in life. The full text of the original diary has like Ramakrishna. Despite the apparent 

contrast, repeatedly describe how the saint never been made publicly available Con- vehemence of his rejection of book-learning 

often went out of his way to win over sidcred as a constructed ‘text’ rather than and activism, acceptance of Ramakrishna, 

bhadralok devotees. 5 This might appear to simply as a more-or-less authentic ‘source’ 7 we shall see did not usually involve any 

be a ‘natural’ process of upward mobility. the Kathamrita reveals the presence of cer- sharp or total break with normal forms of 

It was conditioned, however, by a colonial tain fairly self-conscious authorial strategies. bhadralok life and activity. These could still 

situation which had obliged many members There is in particular a deployment of be carried on, but in a new way, enriched 

of the traditional village or small-town- paradox which simultaneously points by a spirituality and inner life suited to the 

based upper caste literati to move to the lowards an overarching harmony. The high times, which helped to mitigate a deepen- 

metropolis, try to take to English education, degree of‘truth-effect’undeniably conveyed ing sense of anomie, 

or—like Ramakrishna—become a rather by the Kathamnta to 20th century readers There was little obviously new in 
new kind of guru for middle-class is related to its display of testimonies to Ramakrishna’s teachings. That may have 

bhadralok. The ascent into urban bhadralok authenticity, careful listing of “types of been one of his strengths, for through 

society also left traces in Ramakrishna's evidence,”" and meticulous references to Ramakrishna the city bhadralok could im- 

(Uscourse in a changing pattern of stresses exact dates and times. We are reminded that agine themselves to be reaching back to lost 

and silences which can tell us something the 19th century had brought a new vogue traditional moorings, in the counkyside, in 

about varied appropriations of apparently for precise biographies and histories. But the simple faith conveyed through rustic 

common religious traditions at different man whose conversation was being presented language. The central message was one of 

■ social levels. had been attractive to the bhadralok partly hhakli, valorising, as bhakti has often done, 

For men like Mahendranath, there was because he had been bored by formal quiet inner devotion over textual exegesis, 

clearly an initial hesitation—but also a pas- logic, 4 preferred parables and analogies to time-consuming ritual, and external action, 

skxutte eagerness to cross this threshold. The precise argumentation, and often expressed The catholicity of “many views, many 

attraction for opposites here reveals a deep a deep aversion for the discipline of time paths” (yata mat. tatopath) which became 

disquiet among sections of the bhadralok. There is, then, a deliberate foregrounding, one of Ramakrishna's principal titles to 

at least in some moods, about assumptions throughout, of the learned literate knowledge/ fame, also has many earlier—and 19th 

and styles of activity which on the surface unlearned oral wisdom polarity. We never century—counterparts. What is significant- 

ruled their lives. There were reasons, we shall meet Brinde again: her one appearance was and valuable for historical analysis—is the 

sec; why such a sense of aridity and dis- clearly to set the scene for this contrast. way Ramakrishna contextualised such 

satisfaction manifested itself precisely in the Quotations from high-Hindu sacred texts themes through parables and similes drawn 

1870s and 80s. A certain differentiation (shastras) and references to abstract religious from contemporary everyday rural and 

within bhadralok social space also needs to and philosophical doctrines embellish the bhadralok life. Thus the critique of the 

be taken into account. English education Kathamrita as chapter-headings and printed word takes the* form of a comment 

brought reasonable success in professions footnotes—in obvious stylistic contrast to about English-educated people, who refuse 

and services for some, though even there the Ramakrishna's own colloquial idiom. The to believe that a house was collapsing before 

highest rungs would be occupied by point being made, however, is precisely that their eyes, till it is confirmed by that 

Englishmen. For many more, it came to con- there is no fundamental conflict. The characteristic 19th century innovation, the 

note only humble clerical jobs (chakri) in paradoxes which abound in the Kathamrita newspaper." And very specific forms of 

government or mercantile offices, once again raise doubts about bhadralok assumptions bhadralok social activism are listed in a story 

usually British-controlled. Ramakrishna's (like the inherent superiority of textual tear- Ramakrishna seems to have particularly 

message developed a particular resonance in ning which underlay Mahendranath’s initial liked to relate, for it is repeated no less than 

this second, often half-forgotten, world of query to Brinde) but eventually reinforce ac- six times in the Kathamrita: 

the unsuccessful bhadralok. Chakn, I intend cepted categories. 4 * A wonderful affinity is Sambhu Mallik wanted to talk about 

to argue, is crucial for understanding shown to prevail between Ramakrishna’s hospitals, dispensaries, schools, roads, and 

Ramakrishna and situating him within the unlearned wisdom and the shastras, tanks. Giving just alms at Kalighat. not 

overall context of colonial domination. mutually confirming the avatar status of the seeing Kali herself! (Laughter)... So I told 

If Ramakrishna attracted bhadralok saint and the eternal validity of the holy Sambhu, if you meet Kvrara, will you ask him 

through his ‘Otherness’, this was to a con- texts. As the Ltiaprasanga, the cononical to build some hospitals and dispensaries? 

siderablc extent an Other constructed by the biography brought out by the Ramakrishna (Laughter). The bhakta will never say that, 

bhadralok themselves. There is no direct Mission, stated m 1911: "The coming of the He will rather say, 'Thakur, let me stay near 

written testimony left by the saint: we know thakur this time as an illiterate was to pro- V 01 " lotus-feet, keep me always near you, give 

aboot him only from bhadralok disciples ve the truth of all the shastras’." 0 We need me pure bhakti. 

and admirers, and the texts they composed to ponder over the implications of a textual His audience was clearly appreciative, in 

simultaneously illuminate—and transform. strategy—and movement—that felt the need the early 1880s. We will have to consider 

This is not necessarily a disadvantage, for to simultaneously display and reconcile why, and for how long—since Vivekananda 

the logic of bhadralok appropriations con- learned/illiterate, city-educated/rustic would subsequently make systematic philan- 

stitutes our major field of interest. The differences. thropy the central thrust of the Mission he 

Kathamrita occasionally beckons beyond it Ramakrishna, then, was an appropriated, founded in Ramakrishna's name, 
towards a less assimilated Ramakrishna, by partially bhadralok-constructed. Other with Images drawn from quotidian life have 

virtue of its effort to preserve direct conver- whom an urban group plagued with a sense been common in Indian religious discourses, 

sation and its relatively non-canonised of alienation from roots could relate without and particularly in bhakti. But the precise 

character. 6 But on the whole it is not undue discomfort. Late-19lh century Bengal situating of such images, in juxtaposition 

a perhaps unapproachable ‘original* had its rural rebels, its troublesome tribal, with other kinds of historical evidence, is 

- Ra m a kri s hn a-by-himself. but Ramakrishna low-caste, or Muslim illiterates: the 1870$ much easier with a firmly datable 19th cen¬ 
ts constituted in the gaze of the late- and 1880s in particular were marked by acute tury figure like Ramakrishna, than it would 

19th century bhadralok, who is of central agrarian tension over rents and tenant rights. be, say, with Kabir or Mirabai. Thus 
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Ramakrishna’s conception of evil repeatedly 


linked together kamini, kanchan, and the 
dasatya of chakri: lust, as embodied 
invariably in women, gold, and the bondage 
of the office-job. Wives with their luxurious 
ways instil] into their husbands a thirst for 
money, and this in turn forces men into 
office-work. The temptations of kamini and 
kanchan are age-old themes, but their 
association with chakri is new. We meet this 
triad again in a multitude of Iate-I9th 
century vernacular plays, farces and tracts 
as the correlated evils of Kaliyuga, the last 
and worst of the four-fold succession of eras 
in the traditional Hindu conception of 
cyclical time A 2,000 year-old motif took 
on new specific contours under colonial rule 
which had abruptly introduced the discipline 
of clock-time, and imposed it so far mainly 
in government offices and mercantile firms. 

Language is vital here: we can get close 
to Ramakrishna, who left behind no 
systematic exposition, only through images. 
The parables through which Ramakrishna 
expounded his conception of bhakn held out 
the image of a traditional, paternalistic, 
caring overlord, to whom the devotee could 
come dose through faithful service, the 
polar opposite of the impersonal, alien, 
sahib of the I9th century office The alter¬ 
native and on the whole preferred, model 
was an escape from all effort and tension, 
even those of loving service through an un¬ 
questioning, child like surrender to the 
Mother-Goddess, Kali. The first kind of 
devotion represented a well known Vaishnava 
bhava (mood), the second embodied the 
alternative Shakta tradition as modified in 
the 18th century by Ramprasad, Rama 
krishna’s favourite poet. But bhakti in both 
forms, I intend to argue had been modulated 
by felt evils of a specific, historically- 
conditioned kind. It had at first a mainly 
clerical lower middle class ambience but 
could attract the more successful bhadralok, 


too, in their more inward-turning moods. 
For Ramakrishna, the woman to whom 


one could not relate as to a mother 
invariably represents the threat of kamini, 
lust incarnate Not least among the many 
paradoxes of the Ramakrishna movement 
is the way a saint with such apparent 
misogynist traits came to have many en¬ 
thusiastic women devotees: middle-aged or 
elderly bhadralok housewives and widows, 
even actresses of prostitute origin. This was 
happening after a generation of male 
bhadrilok initiatives concentrated on 
women’s questions and seeking what by the 
1860s was being called 'stri swadhinata’, the 
’freeing’ of women through education and 
reform from the more obvious of patriar¬ 
chal disabilities and prejudices (salt, the ban 
on widow remarriage, polygamy). Rama¬ 
krishna cared nothing about such efforts, 
and yet one of the principal leaders of that 
movement, the Brahmo reformer Keshab- 
chandra Sen who had persuaded the govern¬ 
ment to pass a very modern marriage law 
for his sect in 1872, became in the late 1870s 
the first really prominent bhadralok to 


become an admirer of the Dakshineswar 
saint. Once again, the interrelations between 
Ramakrishna and the bhadralok offer an 
entry-point into crucial tensions and con¬ 
tradictions, this time related to gender. 
There were interesting shifts within the 
Ramakrishna movement, too. Sarada Debi, 
Ramakrishna’s wife, was kept very much in 
the background in the saint's lifetime, liv¬ 
ing in a tiny room, cooking and looking after 
her husband, and talking to women devotees 
alone. Ramakrishna rigorously abstained 
from sexual relations with Sarada, and wor¬ 
shipped her as embodiment of the Divine 
Mother one night as the culminating point 
of his years of passionate spiritual quest 
(sadhana). n After Ramakrishna’s death, 
Sarada Debi became a major cult figure of 
the movement in her own right, revered as 
Sri Ma or Holy Mother. Shifting construc¬ 
tions and images of womanhood in fact will 
be quite central to our analysis: gender has 
to be not an afterthought, but at the very 
core of any understanding of Ramakrishna 
and Vivekananda. 

My principal focus is on the initial inter¬ 
action between Ramakrishna and the 
Calcutta bhadralok in the late 1870s and 
early-80s as embedded above all in the 
Kathamrita. This provides, I argue, an 
exceptionally privileged but little-explored 
ground for understanding some of the ways 
in which Hindu religious traditions came to 
be modified to meet the new pressures and 
demands of colonial middle-class life What 
we call ‘Hinduism’ today is, in its ‘crystallis¬ 
ed’ form, to a considerable extent a relatively 
new, latc-19th century construction, and the 
Ramakrishna movement played a significant 
role in its emergence 14 This happened par¬ 
ticularly through the varied appropriations 
of Ramakrishna, that continued cross time 
and seemed to abruptly change their nature 
a decade or so after Ramakrishna’s death, 
through the efforts of his best-known disci¬ 
ple Vivekananda achieved a tour-de-force 
which apparently inverted much of his 
master’s teaching. He gave crucial impor¬ 
tance to organised philanthropy, serving the 
‘daridranarayan’ (God embodied in poor 
folk): the conversation with Sambhu Mallik 
consequently had to be excised totally from 
the canonical biography. 15 Emphasis was 
shifted from bhakti towards the other two 
margas (ways) of high-Hindu spiritual quest, 
Vedantic jnana (knowledge), and karma 
(redefined now as social service rather than 
ritual), and Ramakrishna's catholicity was 
made into an argument for the essential 
superiority of an aggressive and muscular 
Hinduism. Vivekananda's tours abroad and 
across India raised the social status of the 
Ramakrishna movement in Bengal, and the 
humble world of clerical chakri lost some 
of its centrality. 

Vivekananda. however, must not be reduc¬ 
ed to a mere series of inversions of 
Ramakrishna, for the shifts were related to 
the opening-up of dimensions virtually 
unknown to his master. Schematically, these 
can be represented as the problematisations 
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of western domination, of ‘Bharatvarsha’ - 
seen through the prism of an ideally uni fled : 
Hindu world, and of the village, low castes^ 
and poor people generally as standing in, ; 
need of wholesale upliftment. Vivekananda* -* 
again, like Ramakrishna before him, quickly v- 
became open to multiple appropriations, 
though in his case the existence of authefr i 
ticated writings and correspondence make 
the question of a ‘real’ or ‘original’ Swamiji 
less chimerical. There is Vivekananda the 
‘patriot prophet’, patron-saint for a whole 
generation of Swadeshi enthusiasts, revolu¬ 
tionary terrains ts, and nationalists in general. 
More relevant today, and ominously so, it 
the image of the Swami as one of the 
founders of 20th century ‘Hindjtva’, of an 
unified and chauvinistic Hinduism. 

I can only hope to lightly touch on some 
of these many dimensions here. A com¬ 
prehensive discussion obviously demands a 
separate [taper, which would also have to 
explore in detail the new social compulsion 
and aspirations of the 1890s which must 
have conditioned Vivekananda’s initiatives. 
But it is equally impossible to leave 
Vivekananda out of any study of Rama¬ 
krishna. His influence has indelibly mark¬ 
ed nearly all the texts we have about 
Ramakrishna—though the Kathamrita leu 
so than most 16 —and there was never any 
conscious or complete rupture. We cannot 
ignore the question as to how that continuity 
remained possible. Vivekananda was,, 
recognised by most people as Ramakrishna’s 
authentic heir, and his reputation, in fact, 
helped to establish, extend, and perpetuate 
Ramakrishna’s own image as apostle of an 
apparently very different kind of devotion. 

A quietistic, inward-looking bhakti, which 
in certain circumstances can develop into its 
apparent opposite: there are implications 
here of deep contemporary interest and 
concern. 

II 

Ramakrishna’s interaction with the 
Calcutta bhadralok has given us an initial 
impression of a series of opposites which at¬ 
tract each other, a bridging of different 
‘worlds’ or ‘levels’, of frontiers that the “dif¬ 
ficult” and yet “had to be crossed”. 17 It is 
time to attempt greater precision about what 
‘worlds’ we are talking about, and when and 
why they were sought to be bridged. 

Binaries like elite/popular, city/country, 
or bhadralok/peasant arc of limited help in 
exploring the tensions that structure the 
Kathamrita. Ramakrishna, for a start, was 
not a peasant, but a poor Brahman from 
Kamarpukur village in Hooghly district. The 
family plot was tiny; it was, nevertheless, 
cultivated by agricultural labourers." 
Gadadhar Chattopadhyay (born in 1836) as 
a boy played with children of low-caste 
artisans. His high-caste status helped him to 
become a friend, however, of the local 
/amindar's son, and the scanty formal 
schooling he received was at a paths ha la run 
in that landlord's house. Around 1850, he 
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was brought to Calcutta by his elder brother 
Ramakumar. The paddy grown on the 
family plot was not sufficient to balance the 
tiling cost of cloth and other necessities, and 
Ramakumar's own income as smriti expert 
from rulings on ritual disputes was also dry¬ 
ing up. 19 

Kamarpukur, once noted for weaving and 
other crafts, had started to decline. It was 
afflicted by ‘Burdwan fever’ (malaria), and 
hit, like so many parts of the West Bengal 
‘moribund delta', by a combination of 
ecological change, disruption of drainage 
due to railways, and decline of crafts before 
imported manufactures. The traditional 
high-caste literati, experts in Sanskrit lear¬ 
ning alone, were facing a crisis as English 
education increasingly became the pre¬ 
requisite for entry into the respectable 
professions. 

Ramakrishna’s own family, however, was 
saved from ruin by the patronage of the 
upstart Kaivarta zamindars of Janbazar in 
Calcutta. Rani Rashmoni had just com¬ 
pleted the Dak shines war temple, hut was fin¬ 
ding pujaru (priests) difficult to get because 
of her low-caste origin. Ramakrishna and 
Ramakumar eventually obliged. 20 
Ramakrishna’s passionate and wayward 
sadhana soon made him abandon formal 
priestly duties, and many at that time 
thought he had gone mad Rashmoni and 
then her son-in-law Mathur, however, con¬ 
tinued looking after his simple needs. A deed 
of endowment stabilised Ramakrishna’s 
position in 1858, though on a rather minimal 
basis. 21 Other patrons and devotees started 
coming in after Mathur's death, in 1871: the 
philanthropist Sambhu Mallik, who had a 
garden house adjoining Dakshineswar tem¬ 
ple; a high official of the Nepal durbar 
posted in Calcutta named Biswanath 
Upadhyaya and, from 1875, after Rama¬ 
krishna had sought out and impressed the 
Keshabsen circle, a growing number of 
English-educated professional men, clerks, 
and students. 22 

Details like these, placed against a 
background of crisis of (he traditional 
literati, help us to understand some of the 
complexities in Ramakrishna's attitude 
towards well off learned folk, the masters 
of the written or printed word. They add a 
deeper social meaning to the orality/literacy 
contrast with which we began and which in 
different forms will accompany us 
throughout our essay. Baramanush or 
bamlok (rich, literally big people) patrons 
were essential for survival, even if they 
occasionally happened to be of low-caste 
origin or embodied cultural values in many 
ways alien to Ramakrishna. They had, in 
fact, to be sought for—and yet were resented 
at the same time 

Ramakrishna loved to recall that his 
father, despite poverty, had never accepted 
gifts from Shudras. 22 That to him was the 
role-model of the unbending old-world 
Brahman, asserting ritual purity at all costs 
over wealth and power: admirable, but 
unrealistic; for Ramakrishna himself was 


spending his aduit life as a dependent of a 
Kaivarta /amintjar. From this, perhaps, 
followed - a self-mocking description. 
Ramakrishna once confessed that from 
boyhood onwards he had been a “sukher 
paira (pigeon that seeks comfort]. I fre¬ 
quented well off households, but ran away 
from houses where 1 saw suffering.” 24 
Ramakrishna admits to a weakness, mildly 
ridicules himseif, and at the same time con¬ 
fesses that he had been unable to rid himself 
of an unfortunate trait. Implicit here is the 
danger of an opposite, degenerate model, of 
the Brahman turned self-seeker, currying 
favour from rich but low-caste patrons— 
the very type, one could add, of the deca¬ 
dent Brahman of many texts denouncing the 
Kaliyuga. The ‘mad’ sadhana through which 
Ramakrishna eventually gained recognition 
as holy man and preceptor typified a third, 
subtler form of negotiation with the 
baramanush of the world, through which 
patronage could be won without loss of self- 
respect. In the days of his ‘madness’, when 
recognition was still to come, Ramakrishna 
had prayed: “Mother, if the zamindars of 
my desh (village home] show me respect, I 
will believe that all this [his visions] is true. 
Then even they came to talk to me on their 
own:' Acknowledgement by the baramanush 
remains indispensable, but the zamindars 
now come “on their own” to the hitherto 
humble, unknown temple pujari. Holy 
madness also gives a licence to mock 
authority. Ramakrishna recalled with con¬ 
siderable satisfaction that his ‘madness’ had 
permitted him then to say Things bluntly and 
straight out to people 1 showed no deference 
for anyone, had no fear of baralok !’ 25 He 
had even slapped Rani Rashmoni once, for 
being inattentive during a devotional 
song. 26 The years of tempestuous sadhana 
were over, and Ramakrishna was now a 
respectable guru of the bhadralok: he still 
looked back on those ‘mad’ years with pride 
The ambiguity persisted throughout. 
Thus Ramakrishna, by then quite a well- 
established figure, took special care to 
button himself up while going to visit 
Vidyasagar. In course of their conversation, 
however, he informed Vidyasagar that the 
celebrated reformer was like a ship, he 
himself a tiny boat. But ships may run 
aground in small streams, boats sail freely 
on rivers big or small. 27 Subservience and 
resentment, we shall see, would jostle at the 
heart of Ramakrishna's central conception 
of bhakti, with divinity at times patterned 
by him on the model of the baramanush 
patron in a relationship that was acceptable 
but not tension-free For a man like 
Ramakrishna, resentment would always fall 
far short of overt critique. The occasional 
mockery of the powerful would be in¬ 
extricably mingled with deference Rama¬ 
krishna's attitudes recall, perhaps, that 
“sideward glance” of ‘muffled challenge’ 
with which the St Petersburg clerk looks at 
his superion in Dostoyevski’s Poor Folk* 
Such ambiguity towards power would be 
shared by many of Ramakrishna's bhadralok 
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audience, and, more particularly, by its 
clerical component. 

If Ramakrishna was ambivalent towards 
the superior ones of his world, the baralok, 
a second kind of ambiguity surfaces in the 
parables drawn from nature and rural life 
which are so abundant in lus discourse. 
Virtual absence of formal learning kept 
Ramakrishna’s original world not too dis¬ 
tant from the oral culture of peasants, 
artisans, and village women. But birth in a 
high caste family with some reputation for 
ritual expertise already meant a certain 
distancing, and Ramakrishna himself moved 
away from the village towards the new world 
of city bhadralok. The Kalhantrlia conver¬ 
sations provide rich evidence about the ten¬ 
sions of a never-quite completed movement: 
they help us to appreciate, too, the ways 
through which Ramakrishna’s language 
itself became an additional attraction for his 
urban devotees. Late 19th century bhadralok 
writing had changed recently in the direc¬ 
tion of greater chastity and decorum, with 
the prose of Vidyasagar and Bankimchandra 
rejecting as vulgar the style associated with 
earlier literary figures like Iswar Gupta. Such 
self-imposed restraints perhaps at times 
became slightly oppressive, as creating an 
uncomfortable distance from everyday 
speech. The Kathamrita insisted on keeping 
Ramakrishna’s colloquialisms, and presented 
to its readers a language that seemed attrac¬ 
tively earthy and unsophisticated, and yet 
perfectly understandable 

The remarkable thing about Ramakrishna’s 
nature imagery is the unsetfconscious ease 
with which he passes from similes conven¬ 
tionally ’beautiful’, to others that would 
seldom be mentioned in chaste late 19th 
century bhadralok writing. The sea, blue 
from a distance, but colourless dose by, in¬ 
dicates the equal validity of sakar and 
nirakar types of devotion—conceiving 
divinity as with or without form. 26 Stead¬ 
fastness in yogic devotion is convejwd by the 
image of a bird Sitting with total concentra¬ 
tion on its egg. 20 But villagers defecating 
around a Kamarpukur pond can serve 
Ramakrishna’s purpose as well, and as often, 
as sea or birds, 21 and there are also caustic 
comments about the Brahmo habit of dwel¬ 
ling constantly on the beauty of God’s 
creation. They admire the garden, said 
Ramakrishna, and forget to look for its 
owner or babu , 22 There is no “dissociation 
of sensibility” 22 in Ramakrishna, no mark¬ 
ing out of a distinct realm of subject or dic¬ 
tion as proper or poetic. Nature in his con¬ 
versation is different from the way it is 
represented in the occasional formal set 
descriptions Mahcndranath Gupta gives of 
the surroundings of Dakshineswar, in im¬ 
agery derived through Bankimchandnft pro¬ 
se ultimately from canons of Sanskrit 
aesthetics. It differs also from the style of 
the ‘romantic’ poetry of nature, being 
developed, precisely mound the 1880s, by 
Biharilal Chakrabarti and Rabindranath. 

Nature to Ramakrishna was not yet a 
spectacle of sheer beauty, to be admired 
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through a distinct and self-conscious 
aesthetic sensibility. It was also something 
impregnated with human labour. It is 
remarkable how often the everyday toil of 
peasants, artisans and women is made to 
convey messages with a positive content— 
unlike, we shall see, most of Ramakrishna’s 
images drawn from city life The peasant, 
sticking to his ancestral land even if crops 
have failed in a year of drought, working 
carefully and hard to bring just the right 
amount of water to his field from a distance 
is often made to epitomise the perseverance 
needed for true bhakli. 34 The housewife 
who prepares fish in various ways to suit the 
distinct palates of her many children 
becomes the symbol of the multiplicity of 
paths to the divine.” The bhakta can re¬ 
main in the world, but not be lost in its 
temptations, like village women minding 
their babies, talking to customers, while they 
work at the dhrki (husking machine), careful 
.that their hands do not get injured. 36 
Evident in such parables is a love and delight 
in the sensuous details of rural workaday 
life, where individual labour can be seen to 
produce immediate, palpable results: land 
yielding crops, women turning fish into 
many dishes, grain being husked into rice. 
City life—and, more particularly, the life of 
the intellectual and the clerk—must have ap¬ 
peared singularly bereft of this feel of sen¬ 
suous productivity, to Ramakrishna well 
as to his audience. 

The valorisation of rural labour, again, is 
often associated with the questioning of the 
dry abstract arrogance of formal written 
culture, the jnana of pandits or of the 
English-educated. Seeing is better than hear¬ 
ing, and hearing is better than reading, 
Ramakrishna liked to say. 17 True religious 
awareness is like the practical knowledge 
about varieties of yarn picked up by the ap¬ 
prentice, never from books, but through ser¬ 
ving a master-weaver. 38 Such passages in¬ 
dicate not a general “withdrawal” from 
jnana and karma, as has been recently 
argued, 58 - 1 but a valorisation of village 
labour and oral-practical wisdom over city 
life and the written culture of the literati, old 
or new. 

Ramakrishna's fables are often imbued 
with a strong note of peasant wisdom and 
practicality. The pandit crossing the Ganga 
boasts of his shastnc knowledge. But then 
a storm begins, and he does not know how 
to swim. His companion says: "I may net 
know Sankhya and Patanjali, but I can 
swim.” 39 Of the three friends who meet a 
tiger in the forest, the true bhakta is the one 
who climbs up a tree, not the man who 
resigns himself to death, or even the third 
who calls on Is want for succour. The bhakta 
loves God so much that he says: "Why 
bother Iswan with this?” His of course is 
also the most practical choice. 40 

Perhaps a note of ‘plebeian’ practicality 
can be inferred also from Ramakrishna’s 
passionate desire to see Kali face to face dur¬ 
ing the days of his intense sadhana.*' Later 
on, too, he insisted that he was literally 


seeing, and talking with, the Goddess dur¬ 
ing his frequent trances—and this was the 
sole claim to superior 'religious power 
Ramakrishna ever made. Once again, seeing 
was held to be superior to hearing, say, a text 
read out by a pandit. Interesting in this con¬ 
text is Ramakrishna's denigration of reading, 
though that, too, uses the eyes: evidently he 
was not particularly used to silent reading, 
that central practice of developed literate 
culture. ‘Seeing’ would be the only way 
through which plebeians with little or no 
education could claim devotional equality 
with, or primacy over, the baralok masters 
of textual learning. As with the work of 
peasants, artisans or women, devotion here 
yields direct, sensuous results. 

Direct perception had been privileged as 
the only valid form of knowledge in the 
pratakshyabad of the ancient Indian 
materialist tradition of Ijokayata, which has 
been denigrated down the ages as a 
philosophy of the vulgar people. 42 Perhaps 
we have in Ramakrishna traces of a ‘religious 
materialism’, not utterly dissimilar to what 
Carlo Ginzburg has diagnosed for his 16th 
century North Italian miller—minus, of 
course, that social radicalism which makes 
Menoccjiio so remarkable. 43 But Rama¬ 
krishna, as usual, perhaps like Hindu 
traditions in general, straddles different 
‘levels’ or ‘worlds’. The primacy of visual 
perception is assumed also in a wide variety 
of Hindu religious and philosophical tradi¬ 
tions, though this is manaspratyaksha, 
spiritual or mystic seeing, rather than 
anything comparable to everyday visual 
experience. One recalls the justly-famous 
ancient hymn which claims to have seen the 
Absolute Purusha. resplendent like the sun, 
dispelling all darkness. Sanyasis claiming 
yogic powers, along with preachers of 
bhakti, have often counterposed their 
superhuman powers of seeing the divine 
against the Brahman claim to textual 
knowledge, 4111 and Ramakrishna clearly fits 
in with such traditions. 

Such affinities are not surprising, for con¬ 
tinued familiarity with the rural world of 
nature, labour and oral culture is accom¬ 
panied in Ramakrishna by a certain distan¬ 
cing. The labour of artisans, peasants, 
and women has become a parable of 
perseverance and devotion: little remains of 
the sweat and pain of toil. This is a rural 
Brahman sensibility, perhaps, which docs 
not aestheticise village life unlike romantic 
literature, but seeks to reduce it into lessons 
in religion and morality. 

A similar process can be seen at work in 
the selection Ramakrishna made, in the 
Kathamnta conversations with bhadralok 
devotees, of some 40 odd songs from his 
favourite composer, Ramprasad Sen The 
songs of this 18th century Kali -bhakta can 
still be heard in village lanes and on the lips 
of beggars. They often present a faith 
heroically preserved in and through enor¬ 
mous suffering, poverty, inequality and 
exploitation: 

Who calls you. Tara, compassionate to the 
poor! 


To some you give wealth, elephants, «mf 
chariots, 

While others are fated to work for wages, 
without enough of riee and sag. ' - i 

You have brought me to this world, and ' 
beaten me as iron is beaten, 

I will still call to you, Kali, 

See how much courage I have. 44 

Little remains of this anguish, suppress¬ 
ed anger, and sublimation of what fo’-V 
recognised to be injustice, in the songs sung' 
by Ramakrishna to city audiences of middle- 
aged householders and educated young men. 
His choice highlighted the more obviously 
doctrinal pieces, along with the ones where 
the mood of triumphant union with Kali 
marginalises or eliminates suffering. Tb bor¬ 
row for a moment from Weber, a movement 
is taking place from a “theodicy of suffer¬ 
ing” towards a "theodicy of good 
fortune.” 45 

Ramakrishna's parables of village life do 
occasionally mention instances of zamindari 
oppression—but always as things which have 
to be accepted, facts of life no different from 
droughts or other natural calamities. 40 
Rural hierarchy is accepted and even idealis¬ 
ed at times in the figure of the benevolent 
baramanush patron. This contrasts 
significantly, wc shall see, with Rama¬ 
krishna’s views on certain forms of power 
in city life. 

Ramakrishna spent 35 years of his life in 
a suburb of Calcutta, but it was only dur¬ 
ing the Iasi 10 years or so that he suddenly 
gained acceptance and renown among the 
Calcutta bhadralok. The timing coincided, 
significantly, with a kind of hiatus in 
bhadralok history. By the 1870s and 80s, the 
'renaissance' dream of improvement and 
reform under British tutelage was turning 
sour. The Brahmos had split up, Vidyasagar 
was increasingly frustrated and lonely, and 
racial tensions were mounting under Lytton . 
and through the Ilbert Bill furore. The alter¬ 
native, patriotic vision of solving the coun¬ 
try’s ills by drastically modifying or over¬ 
throwing foreign rule did not, however, ap¬ 
pear really viable till around 1905. Organisa¬ 
tions like the Indian Association or the early ' 
Congress still had a very limned appeal, even 
among the bhadralok. 

The hiatus bred, in the first place, a dis¬ 
quiet about the multifarious schemes and 
endeavours ot the bhadrlok, so many of, 
which seemed to end in a whimper. Rama- 
krishna’s rejection of social activism, em¬ 
bodied for instance in his scornful comments 
about Shambhu Malhk’s philanthropy, thus 
won an appreciative audience—even though 
us own foundations were rather different. 
Subordination of external action to inner . 
piety came natural for someone affiliated to -, 
traditions of bhakti, and there was, perhaps, 
also an element of plebeian cynicism. 
Philanthropy merely boosted the ego of the 
do-gooding baramanush: it was sheer ar¬ 
rogance for anyone to think that he had the 
piowcr to really improve the world. 47 

For the bhadralok, the hiatus between the 
myths of renaissance improvement and 
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; nationalist deliverance encouraged moods of 
introspection and nostalgia. There was a 
i partial tuming-away from forward-looking 
male activism towards a series of logically- 
distinct but often intermingled 'Others': past 
as contrasted to present, country vs city, a 
deliberate feminisation as opposed to active 
masculinity, the attractive playfulness and 
irresponsibility of the child and the pagal 
as against the goal-oriented instrumental ra¬ 
tionality of the adult male. One can now 
begin to understand the scope arid power of 
Ramakrishna's appeal, which fitted in with, 
and helped to stimulate such broader trends. 
His earthy parables seemed to bring back a 
rural world from which the city bhadralok 
; now sometimes felt they had unwisely 
, uprooted themselves. Ramakrishna's lifelong 
v love for women’s roles—acting feminine 
t \ parts in boyhood, dressing up as a woman 
; for a time in Mathur’s house, even allegedly 
■ having periods 49 —was chronicled with 
respect and admiration by Mahendrenath 
Gupta and Other biographers. Feminisation 
in any case had a respectable pedigree in cer¬ 
tain forms of Vaishnava devotion. 40 Even 
more attractive was Ramakrishna's child-like 
surrender to the Shakta divine mother: 
"Attaining Iswara makes you into a five-year 
old boy’* 51 —a womb-reversion, almost, 
allowing uninhibited scope to what in other 
contexts would be termed irresponsible, un¬ 
manly, irrational behaviour. 

What was happening, however, was not a 
rapture or neat separation into activist and 
inward-turning groups, but a commingling 
of moods. In Bankimchandra's Anan- 
damath , for instance—published, inciden¬ 
ts in 1882, the year in which Mahen- 
dranath began his trips to Dakshineswar— 

! theswOwtsare engaged in a hard masculine 
project of overthrowing British-backed 
' Muslim rule, and they explicitly distinguish 
their Vushnavism from the non-violent 
: btmkti of Chaitanya. Yet their Bande 
Matamm hymn is addressed to a nurturing 
. bounteous motherland, and the novel con¬ 
tains a dream-sequence where Kalyani sees 
Vishnu cradled and enveloped by an 
indistinct all-embracing mother-figure.' 2 In 
Bengali poetry, the 'epic* style of Michael 
Madhusudan Dutta in the 1850s and 60s had 
glorified heroic action in defiance of over¬ 
whelming odds. Precisely around the 1880s, 
this began to be partially displaced by the 
more introspective ‘romantic’ lyricism of 
Biharilal Chakrabarti and Rabindranath, 
where nature was given a new centrality. A 
rural retrospect became prominent also in 
autobiographies, which were now being 
composed in unprecedented number thanks 
to the simultaneous entry of print-culture 
and vernacular prose. They were coming to 
acquire a ‘developmental’ format, in which 
a man’s life became “a study of his progress 
towards and absorption into his historical 
■ ; TO!*'' 55 —and yet it was reformist authors 
(fling this format who seemed to linger most 
l idealised memories of childhood spent 
fat traditional rural families. 54 Introspection 
.; and intimate detail, marginalised in the cen¬ 


tral narrative of adult public activity, could 
be given freer rein an memories of child¬ 
hood, and these consequently became chan¬ 
nels for “expressing difficulty and 
ambivalence’*' 

Probably under Ramakrishna’s influence, 
the Brahmos associated with Keshabchandra 
Sen began conceptualising and addressing 
divinity in maternal terms. Ramakrishna’s 
spell helped to turn another once-milifant 
Brahmo, Bejoykrishna Goswami, into a 
Vaishnava mystic who wanted to “become 
like a child, just like what he had been in 
infancy". 54 The child-like behaviour valoris¬ 
ed by Ramakrishna or Bejoykrishna, it must 
be added, was modelled on a construction 
of childhood, possibly specific to upper- 
caste Hindu society, which differed from 
both Puritanical discipline and romantic 
glorification of pure natural growth. The 
Hindu child "is closely integrated into family 
life without having any of its responsibilities. 
He has no personal timetable... no rules of 
hygiene or cleanliness imposed from 
outside... He seems to live by pure 
whim...” 51 Biographers of Ramakrishna 
love to describe what they term his balak- 
bhava (the mood of relating to divinity as 
a child), including lack of inhibitions'about 
nudity or soiling himself in public. 51 The 
child-model thus slides into that of the 
pagal, and, partly again under 
Ramakrishna’s influence; the runaway ir¬ 
responsible male and the pagal as embodi¬ 
ment of holy folly became long-lasting 
stereotypes in Bengali literature. 59 

Direct references to colonial domination 
are extremely rare in Ramakrishna's dis¬ 
course, but surely it is not far-fetched to see 
in the series of ‘Others’ fostered by his 
example traces of an implicit rejection of 
values imposed by the 19th century west. 
Colonialism counterposed to European ac¬ 
tive virile masculinity the stereotype of the 
conquered ‘native* as effeminate, irritating¬ 
ly childish, or at best pleasantly child-like. 40 
The educated Bengali did not surrender, 
without qualification, to this ‘colonial 
discourse*, as uncritical admiration of 
Edward Said had led some to assume. Ex¬ 
cluded anyway from the privileged male oc¬ 
cupations of military and political command 
and successful independent entrepreneur- 
ship, and relegated to dull and lowly clerical 
jobs, they were perhaps expressing a muffled 
defiance through a preference for feminisa- 
tion, child-like behaviour, and the irrespon¬ 
sible unreason of the pagal. These provided 
a wider scope to certain human possibilities 
than the rigid code of Victorian responsible 
male behaviour sought to be imposed as the 
bhadralok's role-model. Ramakrishna and 
his devotees freely expressed their emotions, 
plunged into ecstatic dances, wept in public 
the Kathamrita describes the master 
uninhibitedly fondling and “playing” with 
his teenager disciples. 41 Ramakrishna in ef¬ 
fect subverted the distinctions between adult 
and child, male and female, work and play, 
which the ‘civilising’ mission of the west was 
making more rigid in colonial Bengal. Such 


subversion was particularly attractive dur¬ 
ing the hiatus between the renaissance and 
the nationalist myths, but its appeal extend¬ 
ed beyond the 1870s and 80s in time, and 
had a specific social dimension. It stood in 
marked contrast particularly to the imposed 
world of formal routinised education and 
time-bound chakri. 

Not all sections of the Calcutta bhadralok 
were equally open to Ramakrishna’s in¬ 
fluence in the late 1870s and early 1880s. 
Rani Rashmoni and Mathur of the Jan bazar 
family apart, the really big zamindars of 
Calcutta showed little interest in Rama¬ 
krishna. A few well-off householders 
became devotees, he was occasionally invited 
to the garden-houses of the rich, and there 
were some sessions with Marwari business¬ 
men of Barabazar. 41 * But on the whole the 
insistence of Ramakrishna’s first biographer, 
Ramachandra Datta, that his master had 
been the guru, not of the rich, but of the 
madhyabitta (middle class) 42 seems 
acceptable—with the further, vital, clarifica¬ 
tion that the higher or more successful 
stratum of the Calcutta professional middle 
class also remained more or less immune 
from the spell of Dakshineswar in the saint's 
own life-time. The disciples who became 
sanyasis under Vivekananda suffered from 
acute scarcity of funds till the late-1890s. 
Lawyers, journalists, teachers, (except 
Mahendranath), 43 and writers seldom 
figure in the Kathamrita, and politicians like 
Surendranath Banerji never bothered to pay 
Ramakrishna a visit. Among the major 
figures of what today is often called the 
Bengal Renaissance, only Keshabchandra 
Sen became close to him, and it was jour¬ 
nals run by the Nababidhan Brahmo group 
that first made Ramakrishna known among 
the English-educated. 44 There were brief 
encounters—usually at Ramakrishna’s in¬ 
itiative, and none of them too happy—with 
leaders of the other two Brahmo factions 
(Debendranath Tfegore and Shibnath 
Shastri), with the Hindu—revivalist orator 
Sasadhar Tkrkachudamoni, as well as with 
Vidyasagar, the poet Michael Madhusudan, 
and the novelist Bankimchandra. 45 But the 
one major literary figure who became a 
devotee was the actor-playwright Girish- 
chandra Ghosh—who had failed in his 
school-leaving examination and had then 
spent yean as a clerk. It is the world of 
chakri, of clerical jobs in mercantile and 
government offices, that really dominates 
Ramakrishna’s Calcutta milieu. His devotees 
included a sprinkling of deputy-magistrates 
and subjudges, along with a few who held 
relatively senior jobs in mercantile offices: 
the upper rungs in both‘kinds of service 
would have been British preserves. More 
often, the disciples were struggling clerks, 
or young men who might soon have to start 
looking for clerical posts. 64 

The stresses and silences about Calcutta 
in Ramakrishna’s discourses confirm and 
supplement the influences derived from data 
about his city contacts. Despite long years 
in Dakshineswar (a northern suburb of the 



metropolis) and lengthy sojourns at the 
Janbazar mansion in the heart of central 
Calcutta, Ramakrishna remained in many 
ways an outsider to the city. The poignant 
nostalgia of the dasi (servant-women) is a 
favourite image of his, serving her master’s 
family with devotion, looking after his 
children, and yet thinking all the time of her 
distant village home 67 —conveys, perhaps, 
something of his own mood. Ramakrishna 
could display, even in the 1880s, a rustic 
sense of wonder at times about city 
marvels.“ But, in total contrast to rural 
labour, most urban work-processes failed 
to arouse his interest—even though 
Dak shines war was an area where jute mills 
were springing up. The city rich do not con¬ 
stitute a distinct category in his conversation, 
being conflated with the rural zamindar in 
the image of the baramanush, baraiok, or 
babu. The limits of Ramakrishna’s city con¬ 
tacts and appeal are indicated also by the 
silence about the middle-class professions of 
law, journalism and teaching. The one 
specifically urban life-situation which 
becomes really vivid in Ramakrishna’s 
discourse is the life of the clerk ( kerani): 
What a mess I A salary of twenty rupees— 
three children—no money to feed them pro¬ 
perly; the roof leaks, no money to repair it; 
impossible to buy new books for the son, to 
give him the sacred thread; have to beg eight 
annas from one, four annas from anoth a! 69 
Other passages graphically describe the 
unemployed kerani, desperately running 
around for another job, as well as the travails 
of time-bound office-work. 70 

A poor Brahman like Ramakrishna had 
a natural empathy for clerks, poor, over¬ 
whelmingly upper caste, having bhadralok 
aspirations without the resources, often, to 
fulfil them. 70 * 1 have argued elsewhere that 
the anguish and frustrations of genteel 
poverty in this world of the unsuccessful 
bhadralok —pandits losing patronage in the 
new era, obscure hack-writers, humble 
school-teachers, clerks, unemployed 
educated youth, high-school or college boys 
with highly uncertain job prospects produc¬ 
ed a late flowering of what may be called 
‘Kaliyuga literature 7 in mid and late I9th cen¬ 
tury Bengal. 71 Embodied in a mass of 
cheap vernacular tracts, plays, and farces, 
and finding a visual counterpart in many 
Kalighat paintings, 72 these constitute the 
most relevant context for understanding 
Ramakrishna and his appeal. This ‘low life 
of literature?, 71 together with Ramakrishna's 
conversation (in which the Kaliyuga motif 
recurs with some frequency) provide an en¬ 
try into a grossly neglected world. Historians 
of the 'Bengal Renaissance 1 have concen¬ 
trated on the well known intellectuals, the 
older kind of work on nationalism focused 
on politics inspired or manipulated from the 
top, while ‘subaltern studies’ concerned itself 
Primarily with peasant movements and con¬ 
sciousness. 74 What for convenience may be 
termed tower middie-class groups have 
entered historical narratives, if at all, mainly 
under ‘economistic’ rubrics as victims of 


educated unemployment or price-rise. Yet 
their importance it) a variety of late 19th cen¬ 
tury and 20th century movements is obvious 
enough—and so is, in ‘cultural* terms, their 
vital ‘intermediate’ role. Theirs has been a 
predominantly high caste; yet depressed 
world entry into which has been the first step 
in upward mobility for neo-literates from 
lower down the social hierarchy. And if the 
Kaliyuga myth has been relatively open to 
occasional appropriations from below, 73 it 
could also extend its appeal to the late 19th 
century ‘high’ bhadralok in their more intro¬ 
spective and pessimistic moods. This was 
possible, I intend to argue, particularly 
because of the new and crucial centrality of 
chakri within the Kaliyuga literature of col¬ 
onial Bengal. 

For some two thousand years, from the 
Vana Parva of the Mahabharata onwards, 
Kaliyuga has been a recurrent and power¬ 
ful dystopia, a format for voicing a variety 
of high caste male anxieties. Its many 
evils—located in the present and the future, 
for Kaliyuga is supposed to have begun soon 
after the end of the Mahabharata war— 
traditionally include oppressive mleccha 
(alien and impure) kings, Brahmans cor- 
rupled by too much ratipnal argument (the 
“science of disputation"), overmighty 
Shudras expounding the scriptures and 
ceasing to serve the Brahmans, girls choos¬ 
ing their own partners, and disobedient and 
deceiving wives having intercourse with 
menials, slaves, and even animals. 76 The 
19th century made a selection, with new 
stresses, from this impressive catalogue. 
Brahman corruption and rationalistic 
criticism of traditional verities were obvious¬ 
ly relevant themes. Little was made (except 
in some later, early 20th century texts) 77 of 
the Shudra threat, which never became much 
of an issue in 19th century Bengal (as con¬ 
trasted to Maharashtra). Women remain a 
key target— but no longer primarily for sex¬ 
ual immorality: pride of place now went to 
the ‘modern’ wife, allegedly ill-treating her 
mother-in-law, enslaving the husband, and 
wasting money on luxuries for herself. 78 
The crucial innovation in a multitude of 
late-19th century tracts and farces was. the 
close interrelationship postulated between 
the disorderly wife, the ‘modern’ craze for 
money, and the chakri the husband is forc¬ 
ed to take up to get the one and please the 
other—precisely, in other words, Rama¬ 
krishna’s triad of kamini—kanehan—chakri. 

And so-the gods, on a visit to colonial 
India in Debganer Marie Agaman (1889), 
keep meeting “clerks.. .dozing as they return 
home from office Their faces are worn out 
after the whole day’s work... The sahib's 
kicks and blows the whole day, and when 
they return... the nagging of wives.. .” 79 A 
play entitled Keram-carit (I88S) makes the 
discipline of time its central focus: “We lose 
the day’s salaries if we reach office a minute 
late... half the salary goes on fines... there 
is not a single gap in our day's routine.” The 
clerk’s wife complains that she now sees lit¬ 
tle of her husband, but is quickly consoled 
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by the thought that the salary would,bring 
jewels for her. 80 And while little 1$ said 
directly about colonial domination as mtoe* 
cha rule, Harischandra Bandopadhyay’l j 
Kaler Bau (1880) contains a powerful sub- 
text. “Staves to government officials, we have ty- 
to spend our time in home as slaves to the ; 
wives”, complains a husband. The figure of 
the suffering mother, neglected by her son 
who has been entrapped by the wiles of the - 
modern wife, becomes here a metaphor for 
the enslaved ‘mother’-land, the Bangamata 
who has become the “slave (dasi) of the ' 
London queen”. 81 

Placed in this context, Ramakrishna’s oft- 
repeated comments about kamini and kan- 
chan cease to sound like mere reiteration of 
age-old verities, and acquire a specific 
Iate-I9th century resonance As in many con¬ 
temporary farces and Kalighat paintings, 
kamini at times conveys a fear of loss of 
male authority within the household: “Men 
are made fools and worthless, by women... 

If the wife, says, ‘Get up’, he gets up—*Sit 
down’, he sits down.” A caustic remark about 
an ex-devotee, now busy running errands for 
his wife, drew appreciative laughter from 
Ramakrishna's audience But the central link 
is between kamini and the dasatya of chakri 
(bondage of the office-job), mediated by 
kanchan—and direct references to colonial 
domination, extremely rare otherwise in 
Ramakrishna’s discourse, here put in an ap¬ 
pearance “Look, how many educated peo¬ 
ple trained in English, with so many degrees, 
accept chakri, and receive kicks from their > 
master’s boots every day. Kamini is the sole 
reason for all this." 82 Ramkrishna once told 
a favourite disciple that he should jump in 
the Ganga, rather than “become a slave of 
someone by taking a job:’ 83 He was also 
quite explicit about what is objectionable 
about office-work: “Your face seems to have 
a dark shadow upon it. That’s because you 
are working in an office In the office you 
have to handle money, keep accounts, do so 
much other work. You have to be alert all 
the time.” 84 

The precise nature and implications of 
this aversion to chakn. running through late 
19th century Kaliyuga literature and 
Ramakrishna's conversation, needs some 
analysis. Chakri was generally ill-paid, and 
increasingly difficult to obtain: but the 
“salary of twenty rupees” mentioned by 
Ramakrishna was not really negligible by 
contemporary standards, and educated 
unemployment was not yet the explosive 
issue it would become later on. What made 
chakn intolerable, at this specific conjunc¬ 
ture, was rather its connotation of imper¬ 
sonal cash nexus and authority, embodied 
above all in the new rigorous discipline of 
work regulated by clock-time: Disciplinary 
time was a particularly abrupt and impos¬ 
ed innovation in colonial India. Europe had 
gone through a much slower, and phased, 
transition spanning some five hundred yean: 
from the first 13th-14th century mechanical 
clocks with hour-hands alone, through the 
later innovation of watches counting off 
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minutes and seconds, down to the developed 
I8th-19th century apparatus of disciplinary 
time in modern armies, bureaucracies, 
hospitals, schools, prisons, and factories. ,, 
Colonial rule telescoped the entire process 
for India within one or two generations. 

In Bengal particularly, government and 
mercantile offices (along with the new type 
of schools and colleges) became the prin¬ 
cipal locus for the imported ideas of 
bourgeois time and discipline. Factories were 
still rare (and mainly, so far, involved white 
employers and migrant non-Bengali 
labourers), capitalist farming non-existent, 
and few Bengalis served in the army. 
Calcutta in the late 19th century, however, 
was the headquarters of British Indian 
bureaucracy, mercantile enterprise, and 
education. Regular hours of work through¬ 
out the year in offices must have contrasted 
sharply with the seasonal variation in 
. labour-tempo normal to village life. Mughal 
bureaucracy had had its clerks, of course, 
but jobs in British-controlled offices under 
bosses seeking to impose Victorian stan¬ 
dards of punctuality and discipline must 
have still meant a considerable departure. 
Time-bound office work, again, had to be 
performed in the unfamiliar enclosed space 
of the modern city building. In school and 
office alike, there was the additional problem 
of an often imperfectly-understood foreign 
language of command. 

Chakn thus became a ‘chronotype 1 of 
alienated time and space, 86 late 19th cen¬ 
tury Kaliyuga’s heart of darkness, the prin¬ 
cipal format through which awareness of 
subjection spread among colonial middle- 
class males. Unable as yet to resist foreign 
bosses effectively, the clerk—or the writer 
empathising with him—often passed on the 
blame in part to women. Awakening political 
consciousness thus became inter twined with 
a strengthening of patriarchal prejudices. 

In course of time, this predominantly 
lower middle class discourse on ihakri 
merged with broader critiques of colonial 
domination, formulated by more sophist! 
catcd intellectuals. The office was one ob¬ 
vious, highly visible site of racial discrimina¬ 
tion, manifested in salary-differentials and 
everyday behaviour of white bosses. British 
rule, it came to be argued, was directly 
responsible for making Indians dependent 
on servile clerical jobs, for it had destroyed 
handicrafts, ruining agriculture through ex¬ 
cessive taxes, and blocked independent 
business through 'one-way' free trade. 
Remedies were now sought through auto¬ 
nomous efforts at technical and ‘national’ 
education, swadeshi enterprise—and. in¬ 
creasingly, political struggle Within offices, 
too, the first signs of clerical organisation 
and protest would become manifest from 
around 1905 1,7 

All that still lay in the future- for the mo¬ 
ment, Ramakrishna could evoke a profound 
response through his promise of escape in¬ 
to an inner world of hhakn, into which one 
could retreat, even while carrying on the 
duties imposed by a hcaitlcss time- and rule- 
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bound society. This was Ramakrishna's 
specific, original contribution to the general 
critique of chakri. Over this inner world 
presides, significantly enough, an Ishwara 
who in Ramakrishna's parables gets 
repeatedly conflated with the idealised figure 
of the traditional baramanush or babu— 
someone utterly different from the imper¬ 
sonal, distant office boss (usually called 
mamb in the Kothamrita conversations). The 
raja, zamindar, or old kind of city patron 88 
pleased with the seba (devoted voluntary ser¬ 
vice, as contrasted to bondage or dasatya) 
of his khansama (servant), might ask the lat¬ 
ter one day to sit next to him. 89 A poor 
man's son in this paternalistic, personalised 
mode of authorily could become rich over¬ 
night, if the baramanush weds his daughter 
to him. 90 It is essential, however, to get to 
know the babu directly, even if his officials 
( amlas) try to block your way—after which 
even the amlas will respect you. Maybe there 
is a hint here of the age-old rural dream in 
many lands of the distant overlord, just king, 
‘little father’ of the poor. ‘Willed submis¬ 
sion' 91 was an acceptable way of relating to 
such figures, at least in retrospect: they can 
serve, therefore, as prototypes of the divine. 

Running through all such parables is an 
implicit ‘other’: the modern British- 
controlled office, governed by impersonal 
rules and abstract time-schedules, where the 
amlas are as troublesome as ever, but the 
superior (sahib) is no longer approachable 
A story frequently related from the mid 19th 
century onwards about Ram prasad seems 
relevant here The composer is supposed to 
have been caught by an official scribbling 
verses about Kali all over the account book 
of his employer. The 18th century Calcutta 
baramanush, far from dismissing him, was 
moved to tears, and gave Ram prasad a life¬ 
long pension. T he written version of this taJe 
seems to have originated with Iswar Gupta 
in 1853-54, in a pioneer biographical essay 
which, incidentally, identified that by-gone 
age as a lost golden satya-yuga in which 
patrons like Krishnachandra Roy of Nadia 
still knew how to treat with honour the tradi¬ 
tional literati The essay simultaneously 
valorised unlearned wisdom over formal 
training in poetry and religion alike. 97 The 
anguish of a declining traditional high caste 
literati, and the misery of clerical chakn, 
thus come together to constit ute the core of 
late 19th century Kaliyuga sensibility. 

Kali-yuga, however, is not necessarily a 
symbol of pessimism alone. The worst of 
ages, it, paradoxically, has also been seen as 
the best of times. In it, according to much 
bhakti literature, deliverance comes easily, 
for mere recitation of the name of Hari may 
suffice. The paradox extends further, for 
women and Shudras, the two major sources 
of corruption in all pre-modern Kaliyuga 
texts, “can attain good simply through per¬ 
forming their duties” to husbands and twice- 
born men. 9 ’ Subalternity is privileged-- 
provided, of course, it remains properly 
subaltern. The humble constitute the ideal 
bhaktas. Bhakti and Tantra, the two forms 


of religious practice repeatedly declared to 
be appropriate for Kali-yuga, ate both 
explicitly open to women and Shudras, 
unlike Brahmanical learning and ritual. 
Extreme degeneration could also foreshadow 
a total reversal, with Vishnu coming as 
Kalki-avatar to restore satya-yuga. Here, 
however, the Brahman male takes over again, 
for the restored norm will be of ideal caste 
and gender hierarchy. 9 * 

A ‘gender paradox’ 95 thus underlay con¬ 
ceptions of Kaliyuga. the insubordinate, un¬ 
chaste woman was a principal source of evil, 
but bhakti, too, had a feminine face, being 
personified by the pure dutiful wife or 
mother. This paradox took on new forms in 
the 19th century, as certain modulations were 
nadc in the remedial dimensions of 
Kaliyuga From the 1880s onwards, most 
notably in the plays of Giiischandra Ghosh 
and those influenced by him, the ideal 
women (usually a wife) emerged as active 
helper in the restoration of moral order. 
Going beyond the model of exemplary pa¬ 
tient suffering typified by Sita, she intervenes 
in a manner which is deferential, yet asser¬ 
tive: a mode that anticipates, perhaps, some 
aspects of Gandhian passive resistance or 
satyagraha. 98 The woman may be helped by 
an old-world servant, representing the good 
Shudra, and gradually a sub-theme extolling 
simple peasant virtues starts entering the 
literature. 97 Inspiration for remedial action 
comes from figures of holy madness, 
sometimes obviously modelled on Rama¬ 
krishna, and, occasionally, the Kalki-avatar 
himself enters to restore satya-yuga. n 

Ramakrishna's own ways of confronting 
the evils of Kaliyuga had, however, certain 
significantly distinct nuances. Nineteenth 
century Kaliyuga literature could pass over 
easily from denunciation of the disorderly 
woman to the exaltation of the pure Hindu 
wife, for the evils it pilloried amounted to 
little more than a shrewishness which could 
be tamed or reformed. The evil woman in 
Kaliyuga literature was insubordinate, quar¬ 
relsome, lazy and luxurious, but seldom 
really dangerous or sexually frightening. The 
trope had flourished on the margins of a 
much broader bhadralok discourse which 
from the 1820$ onwards had insistently and 
obsessively probed Hindu conjugality as its 
central concern. By the late 19th century, a 
very wide spectrum of Hindu sensibilities 
had come to regard the pure Hindu wife as 
the last unconqucrcd space in a universe 
increasingly dominated by alien western 
values. 99 

Ramakrishna was emphatically not 
interested in probing or celebrating Hindu 
conjugality, for deep within him lay an acute 
physical revulsion fori heterosexual inter¬ 
course. He frequently equated it with defeca¬ 
tion, and expressed a fear and adhorrence 
about the female body which aroused male 
lust: “Blood, flesh, fat, entrails, stools, 
urine—how can one love such a body?” The 
“limbs and openings” of women's bodies ap¬ 
peared “enormous” to him. 100 Sex to him 
consequently was not any less disgusting 
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when pursued within marriage: rather, it 
could then become associated with kanchan 
and the need for salaried jobs, and therefore 
doubly dangerous. 

The redemptive wife was thus no resolu¬ 
tion for Kaliyuga anxieties to Ramakrishna. 
Women became tolerable only if somehow 
totally desetualised, which for Ramakrishna 
meant looking on them as mothers— 
bringing them in other words under the 
powerful taboo of incest. "After much 
effotsT Ramakrishna says, he was able to 
tolerate women devotees, by identifying 
all women as "manifestations of Ma 
Anandamoyec”. 101 A shift in discourse from 
conjugality to motherhood, we shall see, did 
become common towards the end of the cen¬ 
tury, 1 ® and by 1905 Ourga-Kali had emerg¬ 
ed as collective redeemer and patriotic icon, 
a powerful symbol of the ‘mother’-land. 

Ramakrishna's mother goddess, however, 
offered only individual solace, not any 
overall deliverance from the afflictions of 
Kaliyuga. Nor did the apocalyptic solution 
of an imminent Kalki-avatar appeal to him 
much. There does exist one startling passage 
in the Kathamnta where Ramakrishna can 
be seeing toying with such dreams, while 
recalling insults suffered from Dakshineswar 
Ifemple officials: “The Kalki-avatar will 
come at the end of Kaliyuga. A Brahman’s 
son—he knows nothing, suddenly a horse 
and sword will come.. .” 10 ' Kaiki as a 
Brahman “who knows nothing”, and is, 
presumably like Ramakrishna himself, poor, 
seems to be a late I9th century innovation. 
It turns up again in Kahr Ahasan (1902), 
written by the “poor Brahman” head pan 
dit of a Calcutta school. And, in December 
1904, a wandering poor Brahman sadhu who 
had once been a village school-teacher 
turned up at a rural bhadralok household 
in Dacca district, actually claiming to be 
Kalki-avatar. 104 More indications, perhaps, 
of the social ambiance of the Kaliyuga motif 
in late 19th-early 20th century Bengal. 

Ramakrishna’s main response to Kaliyuga 
was, however, along the paths of devotional 
and not apocalyptic bhakti. This took two 
basic forms in his discourse: the evocation 
of the paternalistic baramanush model as 
counterpoint to the alien world of chakri, 
and the way, more emotionally satisfactory 
for him, of total surrender to the Shakta 
mother goddess, becoming again a five-year 
old child. Both ways were structured in terms 
adapted from patterns of religious discourse 
available to Ramakrishna. It is time to turn 
to the more formal, specifically religious, 
structure of Ramakrishna's teachings. 

Ill 

The more technically ‘religious' aspects of 
Ramakrishna's discourse compels the pro- 
blematisalion of a whole range of assump¬ 
tions and themes. Conventional orality/ 
literacy distinctions, for a start, begin to ap¬ 
pear rather different as we listen to a holy 
man, quite often called “illiterate’' by his 
disciples, using with considerable expertise 


abstruse doctrinal and philosophical con¬ 
cepts normally assigned to the realms of 
‘high’ or ‘textual’ culture alone. Following 
a pattern common in much hagiography, the 
Kathamnta and other accounts by devotees 
simultaneously stress Ramakrishna’s uni¬ 
queness, and his manifold connections with 
a variety of religious practices and doctrines: 
village cults, obscure sects like the Karta- 
bhaja, the world of Ikn trie ism, mainstream 
.Vaishnava and Shakta traditions, even 
fleetingly—Christianity and Islam. A saint, 
in hagiography, has to have very distinctive 
features (in this case, particularly, unlearned 
wisdom, and supreme catholicity), and yet 
fit into normal religious modes. The pro¬ 
blem of recurrence and uniqueness, or 
linkages and distinctions, concerns historical 
analysis, too, and goes beyond the (by no 
means unimportant) issue of Ramakrishna’s 
personal qualities. What it can reveal also 
are some of the ways through which religious 
traditions were being reshaped amidst the 
new pressures of colonial life. Thus, it is in¬ 
sufficient to merely acclaim Ramakrishna's 
justiy-famous catholicity as a ‘traditional’ 
or ‘age-old’ feature of ‘Hinduism’: its precise 
origins and features, the nature of its appeal, 
and changing implications require explora¬ 
tion. Again, Ramakrishna evolved into a 
rather new kind of gun, related to, yet 
distinct from established types of religious 
preceptors. He was, perhaps, a guru suited 
particularly well to the demands of colonial 
urban bhadralok life, and anticipates in 
some ways (not all) the ’god-men’ of today 
The two models of bhakti which constituted 
the core of his teachings, and which we have 
already seen manifested through parables, 
also have doctrinal aspects, antecedents, and 
linkages, among which that between mother- 
worship and deep aversion for sexuality 
demands particular attention. Rama¬ 
krishna's conversation and attitudes here of¬ 
fers important insights into shifting late 19th 
century images of gender, which in their turn 
were bound up with the development of 
discourses of nationalism Finally, ihe 
possibly audience—specific features of 
Ramakrishna’s discourse needs to be kept in 
mind. His devotees included middle-aged 
householders, an inner circle consisting 
mainly of adolescents of college or even 
school-going age, respectable housewives 
and widows, actresses of prostitute origin— 
and the lone disciple of non-bhadralok 
status, his Bihari servant l-atu. Rama 
krishna's message could well have varied 
slightly with his audience—and here the 
Kathamrita begins to fail us, for it offers 
direct access only to the first group. 
Audience-specificity raises the question of 
varied appropriations—and so we are led on 
into a brief study of what became the domi¬ 
nant reading, (hat of Vivekananda. 

Ramakrishna's conversation often has 
surprisingly deep ‘textual’ foundations, 
even where it seems to be most context- 
determined, or a product of home-spun 
wisdom alone. Thus bhakti to him, as in 
much contemporary Kaliyuga literature, was 


the counterpoint to the new 19th century 
world of chakri, which reduced the quan¬ 
tum of free time and left little room for con¬ 
templation or ritual. But the association of 
Kaliyuga with lack of time is also a very old 
theme, with bhakti as the corresponding ap-' 
propriate and ‘easy’ response for men who 
have lost in physical stature, span of life; and 
moral worth alike. 105 A more startling ex¬ 
ample is Ramakrishna’s preference for the 
bhakti of a kitten, dinging helplessly to its 
mother in total dependence, over that of the 
baby monkey, who holds on to its parent 
with a certain will and effort of its own. The 
two images actually come unaltered from a 
philosophical dispute, way back in the 13th 
century in far-off Srinuigam (Tkntif Nadu), 
between the ’Tenkalai' and the ’Barkalai' 
sects of the Sri Vaishnavas, followers 
of Ramanuja, the founder of Visista- 
advaitabad . 106 

Ramakrishna was particularly knowledge¬ 
able about the doctrinal categories of 
Gaudiya Vaishnavabad—not surprisingly, as 
Vaishnava bhakti in Bengal since the days 
of Chaitanya has combined mass appeal 
with a uniquely rich theological literature, 
in the vernacular as well as in Sanskrit. He 
made, for instance, an analysis of three types 
of devotees (sattvik, rajasik, and lamasik 
bhaktas) which goes back to the Bhagaval 
Purana, adding a brilliant gloss that iden¬ 
tified these sub-divisions with types drawn 
from contemporary bhadralok life. 107 
Ramakrishna was also perfectly capable of 
making precisely-defined doctrinal choices: 
of raganuga (emotional or .^static) bhakti, 
for instance, over the more ritualised vaidhi. 
A much more unusual—indeed, somewhat 
puzzling—choice was Ramakrishna’s pre¬ 
ference for Ramanuja's philosophy of 
Vtsista-advaita, as against the orthodox 
Gaudiya Vaishnava version of dualistic 
bhakti, achinta-bhedabheda, about which he 
remained completely silent. 108 For the rest, 
a discourse on the five standard bhavas 
(moods) of Gaudiya Vaishnavabad was a 
regular feature of his conversation: relating 
to divinity as subject to ruler ( shanta ), ser¬ 
vant to master ( dasya ), parent to child (vat- 
saiya), friend to friend (sakhya), and lover 
to beloved (madhur). He had tried out all 
these during the days of his ‘mad’ sadhana, 
he told his disciples, but had now settled 
down into dasya. The model of acceptable 
authority, vba willingly offered to the tradi¬ 
tional baramanush or baralok — 
Ramakrishna's counterpoint, as we have 
already seen, to the dasatya of chakri —thus 
also had a firm doctrinal foundation. 

What can explain such long lineages, the 
apparently textual bases of the discourse of 
a man supposedly illiterate? Despite the 
testimony of the servant-girl Brinde, 
Ramakrishna perhaps did have a few books, 
and he is said to have given one of them, 
a medieval monistic (Advaita Vedantic) text, 
to his favourite disciple Narendranath 
(Vivekananda). This Ashtavakrasamhita 
uses the image of an ocean in its account 
of the highest stage of high-Hindu spiritual 
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I realisation, and resemblances have been 
' found between such passages and Rama- 
krishna’s dr ripnons of his frequent 
experiences of samadht in terms of immer¬ 
sion into an endless ocean.' 0 ** 

But the bulk of Ramakrishna’s doctrinal 
knowledge evidently could not have 
come from private reading of books. The 
Kathamrila forces upon us a keener 
awareness of the complex interpenetrations 
of literacy anJ orality. Historians in recent 
years have been moving away from sharp 
elite/popular, textual/oral disjunctions, 
towards an understanding of ways in which 
elements of ‘high' textual cull nre could ‘sink’ 
into and get intermixed with piulominanily 
oral practices. Distinctions may peisisl, not 
through any rigid separation of (rad'tums, 
beliefs or artefacts, but m differential ap- 
i propriation or use of a broadly common 
heritage IW Such interfaces are perhaps par¬ 
ticularly marked in a culture like that of 
Hinduism, which has had a literate elite for 
well over two thousand years, but which still 
tried till the late 18th century to keep its most 
. sacred texts in purely oral form. Orality here 
in fact became an instrument of high-caste 
domination: Ramakrishna cou'd have 
relatively easy access to ‘high’ knowledge, 
despite poverty and lack of formal educa¬ 
tion, as he happened to be of Brahman 
birth. 

In contrast to the specialised textual lear¬ 
ning of the pandit, the traditional renouncer, 
holy man, or sanyasi normally picked up his 
skills through apprenticeship to a master 
and/or contacts with other similar wander¬ 
ing sadhus. Transmission, in other words, 
was through predominantly non-textual 
means, from watching, hearing about, or 
participating in a variety of religious prac¬ 
tices. Ramakrishna, for whom, as we have 
seen, seeing and hearing were always 
privileged over reading, dearly belonged to 
a world of this kind, which could be 'high' 
and non-textual at the same time, and was, 
furthermore, marked by great heterogeneity 
The striking feature of Kamaknshna’s 
original village world, as revealed by his 
occasional reminiscences and later accounts 
of Kamarpukur by devotees, was certainly 
catholicity. Gadadhar encountered in 
boyhood a multiplicity of cults--Dharma. 
Gajan, Manasa (or Vishalakshmi), Shitala — 
with mainly plebeian devotees but occasional 
high-caste participation. Devotional prac¬ 
tices easily crossed sectarian barriers, and 
could vary within the same family. Thus 
Gadadhar's father Khudiram began as a 
devotee of Shitala, and later made Raghuvir 
(Ram) his chosen deity, while the prosperous 
Pyne family of merchants worshipped both 
Siva and Vishnu. Ramakrishna's eider 
brother Ramkumar became a worshipper of 
Shakti without this troubling his Vaishnava 
father. The boy Gadadhar could imbibe 
mainstream Hindu traditions through wat¬ 
ching folk theatre performances of epic and 
punuiic talcs (there were three such jaira par¬ 
ties in Kamarpukur), and he soon started ac¬ 
ting them out himself with friends. In ad¬ 
dition, two pilgrim routes intersected at 


Kamarpukur, from Buidwan to Puri with its 
Vaishnava associations, and from Calcutta 
to the Saivite centre of Thrakeswar. Gadadhar 
developed an early interest in the constant 
flow of pilgrims and sadhus through his 
native village. 110 

Numerous “sadhu-sants, sanyasis and 
bairagi babayis’’ used to pass through 
Dakshineswar, too, Ramakrishna once 
recalled, taking the river route down to (he 
great pilgrimage centre of Gangasagar. 
“They don't come here any longer, now that 
the railway has been constructed" 111 A 
whole scries of mentors thus came Rama- 
krishna's way, as, fired by an intense desire 
to literally see Kali face to face, he pursued 
a sudhana initially passionate and wild 
enough 10 be thought by many lo indicate 
possession or madness. 111 They brought 
with them formal knowledge of diverse doc¬ 
trines and rituals, and so helped to struc¬ 
ture Ramakrishna's devotional practices in¬ 
to recognisable and established forms. The 
flow of sanyasis through Dakshineswar thus 
provided a substitute, m Ramakrishna’s case, 
for the yeats of wandering which is a stan¬ 
dard constituent in the life-histories *' many 
religious leaders: in the 19th century, for 
men as different as Sahajananda Swami 
(he founder of the Swaminarayan sect, 
Dayananda, and Rammohan. 

The mysterious and beautiful Bhairabi 
Brahmini came first, around 1861, and in¬ 
structed Ramakrishna in Thntric practices 
and concepts which have provided an 
‘esoteric’, often somewhat disreputable, 
substratum to much of mainstream Bengal 
Shakta and Vaishnava traditions Bhairabi 
assured Ramakrishna that his unusual stales 
indicated not possession or madness, but 
rnahabhava, akin lo what had been 
manifested in (. haitanya She was followed 
by Vaishnavaeharan, a Vaishnava pandit 
who was also a member of the largerly low- 
casle Kartabhaja sect. Initiation into or¬ 
thodox Vaishnava traditions came from the 
Ramayat sadhu latadhari, while between 
1864-66 lotapun, a sadhu from the Punjab, 
guided him on the very different path of 
Vedanlic contemplation of the Absolute 
Ramaknshna also made brief forays into 
Islam and C hrisuanuy, though these never 
became major constituents of his thought. Il! “ 

The striking feature of these years of 
‘mad' sadhana was thus religious experimen¬ 
tation Ramakrishna, flouting all con¬ 
ventional norms ol Brahman pujan 
behaviour,"' took up, followed, and then 
discarded the practices of one tradition after 
another. The Ramakrishna we meet in the 
Kathamrila was significantly different. He 
remained on the whole now on a single 
preferred path of devotion (a combination 
of dasva with santait-bhava, bringing 
together elements from Vaishnava and 
Shakta traditions), though still supremely 
catholic in his acceptance of many paths to 
the divine It was this more relaxed, self- 
confident Ramakrishna, firmly grounded 
once again in normal caste practices, 114 
secure in his guru status, less of a seeker and 
more the dispenser of holy wisdom, who 


went on his own initiative to meet Kashab- 
chandra Sen in March 1875—beginning an 
interaction with Brahmos, and, more 
generally, with the English-educated: the 
people he once described as “Young 
Bengal”." 5 

The conversations of this, later Rama¬ 
krishna in the Kathamrila, as well as—to an 
enhanced extent—hagiographical accounts, 
bear on them the marks of this trajectory, 
for they indicate certain patterns of selec¬ 
tivity in references to the years of religious 
experimentation. The stresses and silences 
here are significant in several different ways. 
Conditioned by the transition from poor 
Brahman villager to guru ot English- 
educated city bhadralok, they simultaneous¬ 
ly point to broader shifts within religious 
practices themselves, and help us to under¬ 
stand the precise (and changing) meanings 
and implications of Ramakrishna’s famous 
catholicity 

The village cults of Dharma, Gajan, 
Manasa, or Shitala figure only in remini¬ 
scences about boyhood, and the tone re¬ 
mains purely descriptive, without either 
praise oi blame. They never enter Rama 
krishr.a’s many listings of alternative valid 
paths, where only mainstream forms of 
high-Hinduism are mentioned, along with 
references to (undifferentiated) Islam and 
Christianity. Such cults, Ramakrishna 
evidently thought, were irrelevant, perhaps 
almost unknown or forgotten, for his 
bhadralok devotees, or in metropolitan life 
in general. Manasa, other local or plebeian 
forms of the mother-goddess like Chandi, 
and Dharma had provided the standard 
themes of much of pre-colonial Bengali 
literature. Ramakrishna’s relative silence is 
a possible indication, therefore; of a shift in 
the 19th century bhadralok milieu towards 
more Sanskritised high-Hindu forms of 
devotion, grounded in brahmanical texts 
made much more widely accessible through 
printing and translation. 

THntricism, along with the Kartabhajas, 
figure much more prominently in the 
Kathamrila conversations, and one of 
Ramakrishna’s favourite songs came from 
another ‘obscure’ sect, the entirely low-caste 
Sahebdhani.Reference or exposition, 
however, is usually combined with warnings, 
and the ambiguous tone deepened, to verge 
on virtual silencing, in later hagiographical 
literature composed under Vivekananda’s 
shadow. Tkntncism down the centuries has 
provided a crucially important 'underside 1 
to Hindu religious traditions in Bengal. It 
constituted the doctrinal core of Shakta 
practices, influenced many types of 
Vaishnavism, and formed a vital substratum 
in the rituals and doctrines of predominantly 
low-caste ‘esoteric* Sahajiya cults—among 
which the Kartabhaja and the Sahebdhani 
are late examples. Open, unlike much of 
brahmanical knowledge and ritual, to low- 
castes and women, the Ihntric perspective 
of attaining spiritual goals in and through 
the body involves the ritual transgression of 
conventional norms about meat, fish, wine 
and sexual intercourse (symbolically, or with 
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the wife alow; in daiuMiudiara, but literal¬ 
ly, and with any member of the circle, in 
vamachara). Coitus reservet us, the key de¬ 
ment in such ritualised set, could be 
replaced, however, in more respectable forms 
of Tentricism by the mystic union of Shakti 
and Siva within one’s own body through 
arousing the kundalini, or by the sublima¬ 
tion of sex into the child-like love for the 
mother-goddess. 117 Disreputable, yet often 
deeply attractive, Urntric and Sahajiya tradi¬ 
tions have had a powerful appeal for low- 
castes and women—-while providing at the 
same time a kind of secret second life to 
many high-caste men (as autobiographical 
literature well into the 20th century occa¬ 
sionally reveals). 11 * 

Ramakrishna’s conversation reveals con¬ 
siderable knowledge about Kartabhaja and 
Tin trie practices and technical terms." 9 The 
Kartabhaja, whose practices included ritual 
violation of caste—and possibly—sexual 
taboos at an annual festival at Ghoshpara, 
figure in one catalogue of valid forms of 
devotion, on par with Vaishnava, Shakta, 
Vedantic and Brahmo. 120 And another 
account of their teachings is immediately 
followed by the assertion that “only the low 
can become high.. . cultivation is difficult 
on uplands”. 121 Yet disciples were repeatedly 
warned also that the Kartabhaja combined 
“big words... with licence. Theirs is a very 
dirty sadhana, like entering the house 
through a latrine!’ 122 

A similar ambivalence characterises 
Ramakrishna’s many references to Thn- 
tricism, which, arguably, was much more 
fundamental to his entire way of thinking 
than has been generally acknowledged. 123 
Ihntrirism, as expressed particularly through 
the songs of Ramprasad, probably helped 
Ramakrishna to blend together—as Ram¬ 
prasad had done a century before—the two 
major traditions of Bengal Hinduism, 
Shakta and Vaishnava. The much quoted 
equation of money with soil (taka mati, mati 
taka) has an obvious affinity with the Thntric 
affirmation of the identity of “cremation- 
ground and dwelling-place, gold and 
grass’’. 124 Affinities are noticeable also bet¬ 
ween Ramakrishna and his near¬ 
contemporary Bamakshcpa, the pagal Ihn- 
tric sadhu of Tarapith cremation-ground in 
Birbhum—another poor brahman without 
formal learning who likewise combined 
catholicity with intense devotion to Kali. 
Bamakshcpa, who avoided Calcutta and 
deliberately flaunted a rough and bawdy 
style of talking, perhaps indicates what 
Ramakrishna could have been if he had 
remained fixated in his pagal phase, and not 
evolved into a guru preferring a purely urban 
bhadralok audience. 123 

The Kathamrita discourse, however, is 
replete also with warnings about Dmtric 
sadhana with women—even though that 
precisely was what Bhairabi Brahman! had 
taught Ramakrishna, making him sit on the 
lap of a beaut! ful nude young woman as the 
culminating point of a long process of train¬ 
ing. 12 * The 'Dintrtcism Ramakrishna 


himself talked about followed the safer 
forms of arousing the kundalini, and pur¬ 
suit of santan-bhava. Conversations using 
or expounding Tantric terms are prefaced 
with the remark that these were “secret 
matters” (guhya katha), and Mahendranath 
preferred to put the bulk of such passages 
in the later volumes of the Kathamrita. 
published when Ramakrishna’s reputation as 
pre-eminent saint of the bhadralok had 
become unassailable He also took care to 
include as an appendix to the last volume 
of the Kathamrita, a violent attack on 
vamacari Tentricism by Vivekananda. 127 

The vital, yet difficult and embarrassing 
interface between Uuitric-Sahajiya traditions 
and Ramakrishna is reminiscent of similar 
problems encountered four centuries back 
by Chaitanya and his followers. 124 It clear¬ 
ly points also towards a contemporary tran¬ 
sition. Thntnc traditions were being made 
more respectable through excisions, and at 
times sought to be suppressed altogether, in 
bhadralok circles as stricter ideas about 
genteelity developed in the shadow of ‘Vic¬ 
torian’ norms in the late 19th century. 119 

The multiplicity of religious experiences 
and experiments, along with the transition 
we have noticed from the years of ‘mad’ 
sadhana to the more domesticated guru of 
the Kathamrita, conditioned the best-known 
feature of Ramakrishna’s teachings—a 
specific blend of enormous catholicity with 
clear expression of preference. Catholicity 
for Ramakrishna was inseparable from 
bhakti: all forms and paths were valid, pro¬ 
vided they were followed with genuine devo¬ 
tion. The mother loves to prepare varied 
dishes for her children, to suit their different 
tastes. 130 The sheer breadth of 
Ramakrishna’s tolerance for other faiths 
evokes wonder and admiration today: 

There is a pond with three or four ghats— 
Hindus call what they drink jal, Muslims 
pant, the English water. He is called Allah 
by one, god by others, some say Brahma, 
others Kali, still others Ram, Hari, Jesus or 
Durga. 131 

Ramakrishna's catholicity would soon 
come to be displayed as a timeless essence 
of Hinduism: its precise meanings and im¬ 
plications become clearer, however, if con¬ 
textualised against a background of shifting 
lines of demarcation between religious tradi¬ 
tions. By the 1880s, a variety of pressures 
and influences were helping to generalise cer¬ 
tain identities and conflicts, and a transition 
from “fuzzy” to “enumerated” communities 
was well under way. 132 The early 1890s 
would see, for the first time, Hindu-Muslim 
riots spread across a large part of the sub¬ 
continent on a single issue (cow-protection), 
while Christian missionary propaganda also 
provoked acute tensions at times, lb Rama¬ 
krishna, however, Jesus could still come bet¬ 
ween Hari and Durga in a listing of varieties 
of devotion, and there is no developed sense 
of a sharply-distinct ’Hindu’ identity—let 
alone any political use of it. 132 * The total 
lack in him of the ‘modern’ sense of history 
that print-culture and colonial textbooks had 


stimulated kept Ramakrishna immur* also 
from the myth of ‘medieval’ 'Muslim tyran¬ 
ny’ evident in bhadralok discourse from the 
1820s onwards. Whethw- out of innocence 
or deliberate choice, Ramakrishna represented 
a kind of protest against (he creation of sec¬ 
tarian walls. Yet in his own way he did bear 
witness to changing times. Ramakrishna’s 
acquaintances with Islam (or Christianity) 
where fairly minimal, 133 and the religioiij 
or philosophical concepts he used came en¬ 
tirely from what today would be considered 
‘Hindu’ traditions—unlike much of pre- 
colonial bhakti, with its close inter¬ 
relationships with Sufism, or, at a very dif¬ 
ferent level, Rammohan. 

A two-fold transition was under way in 
the late 19th century: the sharpening of 
distinctions between a ‘Hindu’ and other 
religious identities, and the blurring of dif¬ 
ferences now being perceived as internal to 
Hindu dharma (in the sense, actually rather 
new, of Hindu ‘religion’ or ‘Hinduism’). 
Ramakrishna himself had no conception of 
hostile ‘Others’ in Christianity or Islam; his 
catholicity, none-the-lcss, did not really in¬ 
volve any ‘syncretism’ between Hindu and 
other religions. It related principally to divi¬ 
sions within the Hindu world. Doctrinal ten¬ 
sions within 19th century middle-class 
Hindu society had been sharpened by Chris¬ 
tian polemics against ‘idolatery* and 
Brahmo efforts to replace image-worship by 
adoration of the formless ( nirakar) 
Brahman, who was nirguna, not to be 
described in terms of humanly-conceived 
qualities. There were debates also about the 
relative efficacy of contemplation, devotion, 
and ritual (Jnana, bhakti, and karma). 
Ramakrishna provided a healing touch in 
such conflicts—particularly welcome, 
perhaps, for the Brahmos tired of inter¬ 
necine strife who became the earliest among 
his bhadralok admirers. Doctrinal subtleties 
and textual debates were irrelevant, he 
assured his devotees, as sakara-saguna wor¬ 
ship (or divinities with form and qualities, 
given representation in images) and nirakar 
sadhana, jnana, bhakti, and karma, were all 
but alternative paths of attaining the same 
goal. Ramakrishna’s catholicity embraced, 
we have already seen, Vedic-Pauranic texts 
and rituals, Tintricism, and obscure sects 
like the Kartabhaja and the Sahcbdhani. 
Vaishnava and Shakta concepts, images and 
songs intermingled in his sessions with 
devotees, and kirlan and Ramprasad alike 
could send him off into the ecstatic condi¬ 
tion that his disciples liked to call samadhi. 

For the Ramakrishna of the Kathamrita 
years, however, celebration of difference 
always went along with clear expression of 
preferences. An obvious primacy was given 
to bhakti, and as ecstatic devotee of Kali 
Ramakrishna was bound to prefer sakara 
worship. One can get to a roof in many ways, 
Ramakrishna liked to say, by staircase; lad¬ 
der, or rope—but the ways must not get 
mixed up: “You have to stick firmly to one 
way to get to /sworn!’ 134 lb each his own. 
so to say—but each should normally also 
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Stick to his own Stable choice, rather than 
any really open or fluid 'syncretism’ or ex 
perimentatio \ despite his own earlier 
history, was Kamakrishna’s advice in the 
1880s. 

Here we encounter the crucially — 
important concept of adhikar-bheda: im¬ 
mense catholicity, going along with firmly 
conservative maintenance of rules ap¬ 
propriate for each level, jati, or sampraday 
(community), which are all conceived as 
having a place in a mulliplicit y of orthoprax¬ 
ies. Adhikar-bheda had emerged as a formal 
doctrine in the I7th-!8th century as a high- 
BrahmanicaJ way of accommodating dif¬ 
ference in philosophy, belief and ritual. A 
particular application of it was the concept 
of smarta panchopasana the equal validity 
and orthodoxy of devotion to Ganapati, 
Vishnu, Siva, Shakti, and Surya."' The 
roots, perhaps, go much further back, to the 
notion, basic to Hindu notions of hierarchy 
and caste, of each human group having its 
svadharma (one’s own religious path). 1 '* 
Adhikar-bheda is open to somewhat dif¬ 
ferent implications, depending on whether 
looked upon ‘from below’ or ‘from above’. 
Adhikar-bheda catholicity has allowed the 
formation and survival of a multitude of 
practices and beliefs, numerous sam- 
pradayas with a fluidity and openness in 
their initial phases which makes even 
classification as Hindu or Muslim not 
always easy. 117 ‘living-spaces' have thus 
opened up for subordinate groups — 
lowcastes and women— within the interstices 
of an order marked by great caste and 
gender inequality and oppression: moments 
during which caste could be disregarded, 
rituals and taboos of superiors mocked or 
turned on their heads. 1,11 Such living- 
spaces, however, also help hierarchy and op¬ 
pression to endure by making them appear 
less unendurable. A recent fine study of Mira 
and Kabir has indicated how this dialectic 
of protest and subordination manifested 
itself, above all, through bhakli, nv 
Catholicity, grounded in adhikar-bheda, 
can also have an opposite thrust. In official, 
high-caste doctrine, adhikar-bheda often 
becomes synonymous with, not fluidity or 
openness, but neat compartmemalisation, 
the drawing-up of more definite boundaries, 
and the arrangement of the various 
philosophies, rituals, beliefs and samprudays 
in a fixed hierarchy culminating in high- 
Brahman practices and Advaita Vedantist 
philosophy. Mid-19th century conservative 
Bengali Hindu texts like Loknath Basu’s 
'Hindu dharma-marma’ (Calcutta, 1856, 
1872) and Nandakumar Kabiratna's 
Sandeha-ntrusana (Calcutta, 1863) have a 
conception of orthopraxy at first sight 
almost as broad as Ramakrishna’s, but this 
is used essentially as a polemical weapon in 
defending the status quo in orthopraxy 
against Christians. Brahmos, and "atheists 
and rationalists" 140 Reformers are con¬ 
demned as intolerant—banning even volun¬ 
tary sett, forcibly trying to modify age-old 
customs of marriage and widowhood, in¬ 


sulting the simple faith of the masses in 
image-worship. Caste was irrelevant at the 
highest levels of Vedantic jnana and sanyas: 
being unimportant, no effort was needed to 
attack it m everyday practice. 

The adhikar-bheda of Ramakrishna has 
to be situated within this continuum between 
the two logically-opposed poles of extreme 
fluidity and precise definition of hierarchy. 
Thus caste, on the whole, was not particular¬ 
ly prominent in his discourse, and he often 
recalled how, in the days of ‘mad' sadhana 
his own sacred thread “had flown off by 
itself’ 141 But Ramakrishna, too, argued 
that caste becomes unimportant through a 
natural process of spiritual realisation alone, 
and once used an abusive epit bet about those 
who tried to end it through conscious effort. 
A joke he made was resented as an instance 
of highcaste prejudice by a 'ftli devote*. 142 
In more general terms, we have seen 
Ramakrishna move in personal life from 
extreme religious experimentation towards 
an insistence on each sticking to his own 
practices and beliefs in a world of fairly rigid 
divisions. Bui this was still some distance 
removed from a single, clear-cut hierarchisa- 
tion exalting the supremacy of Vedantic 
monism based on the jnana of learned, high- 
brahmanical culture. Ramakrishna occa¬ 
sionally admitted this superiority in theory, 
but loved to reiterate his own preference for 
dualistic bhakti through Ramprasad’s words: 
“I do not want to become sugar, for I love 
its taste.” Ambiguity persisted also in the 
relationship between Vedic-Pauranic and 
Thntrik traditions. In Vivekananda, we shall 
see, the transition would be completed, with 
Vedantic jnana firmly placed at the apex of 
a single, well-defined hierarchy. This was 
accompanied by a much sharper definition 
of dividing-lines between Hindu and other 
religious traditions. In Ramakrishna, in con¬ 
trast, the term ‘Hindu’ is not particularly 
common, and the Hindu/Muslim/Christian 
demarcation often does not seem qualitative¬ 
ly too different from the distinctions between 
Shakta, Vaishnava and Brahmo. The post- 
Kathamrita canonical literature, however, 
tended to read back such firm hicrarchisa- 
tion and dividing-lines into Ramakrishna, 
emphasising his affinities with Vedanta. 
The sacred thread and conventional sanyasi 
attire, to lake another example, came back 
in most standard iconographic representa¬ 
tion of Ramakrishna, in significant contrast 
to Kathamrita descriptions and the seldom- 
reproduced 1879 photograph.'* 4 
Along with Ramakrishna’s catholicity, 
many facets of the bhadralok cult that 
developed around him as guru provide entry- 
points into a religious world in process of 
being reshaped and ci ystallised into modern 
Hinduism. The guru in Indian traditions has 
taken on multifarious and changing forms. 
Guru-cults have been indispensable for most 
lower-caste Hindu or be-shara Sufi 
heterodoxies, as necessary concomitant to 
their rejection of the textual expertise of 
brahmans and mullahs. 145 Diksha (initia¬ 
tion) from a guru is indispensable also for 


Tkntric sadhana and many forma of 
Vaishnava devotion, and orthodox high-caste 
families often have kuia-gurus, giving initia¬ 
tion through a secret mantra. Fundamental 
usually to all these forms is an initiation rite; 
and a conception of pantmpara or lineage. 
Thus the relationship between kula-guru and 
the families initiated by him would be 
inheritable on both sides in a pattern similar 
to the linkage in matters of puja and life- 
cycle rituals between the uppercaste jajman 
and the family purohit. The guru would nor¬ 
mally expect complete deference and obe¬ 
dience, might sometimes acquire a reputa¬ 
tion for miraculous powers, and even come 
to the regarded as true object, of worship. 
The kuia-gurus of orthodox families had a 
guiding role in crucial family decisions, 
while the gurus of lower-caste sects or 
Duilnc circles presided over distinctive and 
generally secret rituals, involving ecstatic 
song and dance and, at times, ritualised sex. 
The subterranean world of non-brahmanical 
heterodoxies developed as a corollary an 
enigmatic sandhya-bhasha, or language of 
twilight, rich in double meanings, full of im¬ 
ages drawn from everyday life which seemed 
simple but had deeper meanings for the 
initiated. 144 

Ramakrishna’s circle was distinctive here 
in many ways. The need to find and stay near 
a sal-guru (true guru), presumably himself 
above all, was a constant refrain in 
Ramakrishna’s conversation. But relations 
with disciples remained relaxed and infor¬ 
mal. Ramakrishna never claimed special 
miraculous powers, often expressed con¬ 
tempt for such siddhai, and disappointed 
some devotees by consulting a doctor dur¬ 
ing his last fatal illness. There were, usually, 
no initiation rites or mantras, 14 ’ no 
insistence on total obedience, and not even 
very much outward deference as the Thakur 
uninhibitedly ‘played’ with his boys and went 
together with them to watch plays. Rama¬ 
krishna did not seek to displace the diksha- 
giving kulaguru in the lives of his upper- 
caste disciples: his remained a purely emo¬ 
tional influence, more-or-less independent 
of specific life-cycle moments or situations, 
and perhaps all the more powerful because 
of this relative detachment from everyday 
life. An open-market fluidity suited to a 
metropolitan, mobile society thus dis¬ 
tinguished Ramakrishna from more tradi¬ 
tional types of gurus, and the printed word 
played a crucial role in the spread of his 
reputation. 14 * There were some tendencies, 
however, towards the end of Ramakrishna’s 
life and particularly after his death, towards 
a reabsorption of Ramakrishna into more 
familiar patterns of religious leadership. The 
Kathamrita records debates among disciples 
about' Ramakrishna T S possible avatar- 
status, 14 '' the Ldaprasanga mentions some 
miraculous incidents, 150 many devotees 
began worshipping him formally after his 
death, and Sarada and the swamijis of the 
Ramakrishna Mission started giving diksha 
to new recruits. 151 

The Kathamrita accounts of sessions with 
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Ramakrishna repeatedly highlight the 
Thakur’s frequent trances, and these ob¬ 
viously enhanced his appeal. Ramakrishna, 
from boyhood onwards, had periodically 
lost consciousness, become motionless as a 
statue, and then seemed to be talking on very 
familiar terms with figures (usually Kali) 
visible to him alone The possible physical 
or psychotic explanations here are less im¬ 
portant than the interpretations given by dif¬ 
ferent cultures to trance states.' 52 Con¬ 
sidered in early days to be a form of illness 
bordering on lunacy, or instances of spirit- 
possession (and as such apparently respon¬ 
sible for attracting large crowds during 
Ramakrishna's brief visits to Kamar- 
pukur), ,,, the trances came to be invariably 
interpreted by bhadralok devotees as 
samadhr. the mystical communion in high 
Hindu sadhana in which the individual jival- 
ma merges for a while with paramatma or 
brahman, the ultimate in spiritual realisa¬ 
tion. A monistic Vedantic stamp was thus 
put on a man who on the whole seems to 
have preferred the ways of dualistic devotion. 

The trances were often preceded, or ac 
companicd, by ecstatic songs and dances 
joined in by devotees. These had been im¬ 
portant features of the secret inner life of 
plebeian sects (the sole written text of the 
Kartabhaja, for instance, had been Bhavar 
Geel, a collection of songs) 154 There was 
nothing secret, however, about lama 
krishna’s circle, and not a trace of the 
ritualised sex central to the hidden life of 
many Thntric-cum-Sahajiya ‘esoteric’ culls. 
Women-devotecs, in fact, were carefully 
segregated from the men by Ramakrtshna. 
Unlike mainstream Gaudiya Vaishnavabad, 
again, which, too, had abjured esoteric prac¬ 
tices while retaining the centrality of song, 
the singing and dancing in this purely 
bhadralok cult remained an indoor alfair 
Chaitanya and his followers had made song 
(ktrlan) the principal mode of mass pro- 
selytisation, and Keshab Sen tried to revive 
this mode for Brahmoism in the 1870s. We 
never hear, however, of Ramakrishna leading 
sankirtan processions in streets. 

The absence of distinctive secret rituals 
left its mark on Ramakrishna's language. 
Closer, in its use of everyday images drawn 
from rural life and labour, to the language 
of lower-caste sects than to the formal sutra- 
bhashya format of high-Brahmanical 
exegesis, its meaning always remained single 
and on the surface Sandhya-bhasha had 
been marked by a richness and fluidity of 
metaphor: the boatmen, river, or caged bird 
of the Bauls can be understood in many dif¬ 
ferent ways. 155 Metaphor, in contrast, is rare 
in Ramakrishna: its place is taken by clear- 
cut analogies or parables, with the intended 
message often carefully verbalised. 154 
Drained of metaphorical excess and 
iconoclastic content, the rustic turn of 
phrase and quotidian analogy of the 20th 
century urban guru, god-man or god-woman 
ends up in banalities. Ramakrishna, 
perhaps, represents an early phase of this 
transition towards an urban consumer- 


oriented Hinduism. 

Ramakrishna, then, did not offer to his 
devotees any definitive set of rituals or doc¬ 
trines, the satisfaction of total surrender to 
a diksha-guru, or promise of miracles. To 
the middle-aged householders who con¬ 
stituted his principal audience in the 
Kathamrita, his was a broad message of 
what in bbakn traditions has often been call¬ 
ed grihastha sanyas. [il Despite the repeated 
condemnations of kamini and kanchan, 
renunciation was not called for. The devotee 
could remain in the world, while not allow¬ 
ing himself to get immersed totally within 
it, on the model of the dasi in her master’s 
household. “You have money and wealth, 
and yet you call Is warn-that is very good!’ 
A brahmo sub-judge once summed up what 
might well have been a characteristic 
audience-response when he declared that he 
was “filled with peace and happiness on 
hearing that there . [was] no need to leave 
the world, (hat Ishwara can be attained even 
while living as a householder!’ 1 '* Thus 
wealth could still be pursued, though in a 
non-attachcd ( mshkama ) manner, and the 
wife could remain, though sex should be 
given up after one or two children. The pur¬ 
suit of bhakti within one’s household even 
had its advantages and was like fighting 
from inside a fort, for one’s minimum 
material needs would be taken care of. 15 ’ 
Here, in other words, was a kind of 'this- 
worldly mysticism’—living in the world, pur¬ 
suing the normal bhadralok way o( life, but 
inwardly ‘distancing’' 40 oneself from its 
travails and frustrations as typified, 
above all, in the chronotope of chakri. 
Schematically, this can be regarded as the 
polar opposite of Weberian ‘worldly 
asceticism’ The one allowed householder 
devotees to pursue wealth in moderation, in 
obviously traditional, non-mnovative ways, 
with no premium placed upon diligence and 
economic success, rather, perhaps, its op¬ 
posite. The other, in its ultimate 17th ccn 
tury Puritan manifestation, had inculcated 
a work-ethic based on new conceptions of 
time and discipline, where salvation was 
sought “primarily through immersion in 
one’s worldly vocation!’ 141 

The doctrinal component of gnhastha- 
sanyas came from a blending of selected 
Vaishnava and Shakta elements: once again, 
through Ramakrishna. we can watch the 
processes of conlinuity-cum-change at work 
within religious traditions. Ramakrishna 
disliked the more ritualistic, vaidhi forms of 
Vaishnava devotion, while rejecting, by im¬ 
plication, also the alternative, mote simple 
and plebeian, emphasis upon formal reitera¬ 
tion of Hart-nama alone. 141 * Emotional, 
raganuga bhakti, conveyed primarily 
through songs (kirtans), figure prominently, 
however, in accounts of Ramakrishna's ses¬ 
sions with his devotees. He was fairly 
knowledgeable about, but not deeply in¬ 
terested in the intricacies of Gaudiya 
Vaishnava scholasticism—with the signifi¬ 
cant exception of the doctrine of the five 
bhavas, which enters his conversation very 


frequently A linkage may be suggested here 
with grihastha sanyas, for, as Dineshchandra 
Sen perceptively remarked many years ago, 
the remarkable thing about the Gaudiya 
Vaishnava theory of bhavas was the relation¬ 
ship established through it between religious 
sensibility and the emotions of everyday 
householder life: parental affection, friend¬ 
ship, love (adulterous as well as conjugal), 
the devotion of servant to master. 142 The 
dasya-bhava Ramakrishna had come to 
prefer was expounded by him through a 
series of homologous parables. Here king 
and khansama (servant), baralok patron and 
would-be client, babu and durwan 
(gatekeeper) have implications which are 
doctrinal as well as (obviously) social, for 
they arc being used to assert the claims of 
dualistic bhakti over Vedantic monism. The 
samanya jiva (humble being) should not 
assume an immediate identity with the 
Absolute; he needs a prior mediation 
through devoted service, bhakti expressed 
through seba: 

The king is sitting; if the khansama goes and 
occupies the king’s seal, saying, ‘King, what 
you are, I am, too, people will think him 
mad. But the king himself, pleased by the 
khansamo's service (seba), might tell him one 
day, ‘Why don't you come and sit, next to 
me—what you are, I am, too! Then if he sits, 
that would be all right.' 43 

Personalised seba is the opposite of rule- 
and time-bound chakri governed by the 
cash-nexus, dasya-bhava contrasts with 
dasatya— and yet the etymological near¬ 
identity of dasya and dasatya may not be 
entirely irrelevant. The servant-master model 
was not tension-free, and demanded cons¬ 
tant effort: it remained some distance 
removed from Ramakrishna's favourite 
bhakti image of the kitten clinging to its 
mother in total surrender. Dasya bhava in 
Ramakrishna ultimately takes second place 
to santan-bhava, relating to divinity as child 
to mother. This had no place in Gaudiya 
Vaishnava scholastics, but came to Rama¬ 
krishna from Shakta traditions, as modulated 
above ail through Ramprasad's songs. 
Santan-bhava. unlike dasya. could be 
perceived as unmediated, effortless intimacy, 
made tension-free by complete surrender— 
and so Ramakrishna ultimately privileged 
Shakta over Vaishnava, Kali over every other 
deity. 

Shakta-Vaishnava relations had been quite 
conflict ridden at times, 144 but a coming-’ 
together became noticeable from the 18th 
century, with Tantricism often providing the 
unifying sub stratum. The Ihntric centre of 
Thrapiih, for instance, became a favourite 
haunt for Vaishnava as we|l as Shakta 
sadhus. 145 Formal Shakta doctrine was, and 
remained, essentially Thntric, but the 
emergence o( a rich tradition of religious 
poetry and song ( Shyamasangit) from 
Ramprasad onwards added a vital emotional 
dimension, absent in the often purely 
mechanical Ihntnc practices. 144 Derived in 
part from Vaishnava imagery, and repeatedly 
emphasising the essential identity of Kali 
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and Krishna (and quite often many other 
forms of devotion), the resultant mix became 
an extremeiy oowerful compound, richer 
perhaps in the range of human experience it 
could incorporate than Gaudiya Vaishnava- 
bad. The aestheticised love-play central to 
Vaishnava song (padabali) had little to say 
about death, or sulfering other than viraha 
(separation from the beloved). Shyamasangit 
(Shakta songs) deliberately embraced 
sharper polarities: Mother Kali emerged as 
grotesque, terrible and beautiful—cruel, 
waywards, and yet somehow endlessly lov¬ 
ing. 147 Acceptance of total divine control 
was combined with a recognition of infinite 
divine caprice, 14 * and the devotee's own 
response could oscillate across many 
registers: expressiosn of sheer terror and 
anguish, deep resentment about the in¬ 
equities of life, jubilant embracing of con¬ 
tradictions, a sense of triumph over suffer¬ 
ing achieved perhaps through Ihntric 
sadhona, the peace of complete child-like 
surrender to the Divine Mother. Such com¬ 
plexities no doubt appeared more relevant 
than the endless love-play at Vrmdaban in 
times of trouble, of rapid change beyond 
comprehension or control—the t.mes, in dif¬ 
ferent ways, of both Kamprasad and 
Ramakrishna. Kali, again, is related in many 
ways to conceptions of Kal (tune) and 
Kaliyuga: IM the Kaliyuga moods we have 
analysed as crucial for Ramakrishna had 
perhaps a special affinity for Shakta forms 
of devotion. It may not be coincidental that 
a significantly large number of composers 
of Shyamasangit came from more old- 
fashioned, often declining, zamindars and 
zamindari officials of late 18th and early 
19th century Bengal. 170 Mother goddess 
cults had flourished also in diverse forms 
among many plebeian groups, tven m the 
1880s, Mahendralal Sircar, the doctor 
treating Ramakrishna during his last illness, 
could dismiss Kali as “that Santa! bitch" 171 
A major contribution of Ramakrishna, 
perhaps, was to help make Shakti worship 
much more respectable and widespread 
among western-educated middle-class 
groups. 

Shakta worship in Bengal had developed 
around the two poles of secret lantric 
chakras and public Kali or Durga Pujas, 
organised often amidst great ostentation by 
zamindari households or other rich patrons. 
Ramakrishna, like Ramprasad a hundred 
years before, shifted the emphasis away from 
these poles towards a more intimate, yet 
domesticated and respectable, form of devo¬ 
tion in which Shymasangit (sung individual¬ 
ly, unlike the congregational Vaishnava 
sankman) acquired a central role. 
Ramakrishna, however, as we have seen, 
toned down considerably the accents of 
anguish and resentment which had been very 
noticeable in Ramprasad. He projected a 
much less tension-ridden conception of the 
mother goddess. Rampraxad’s Kali was often 
unjust, cruel, partial towards her rich sons: 
the poet’s ego retained an independent iden¬ 
tity and, as in all real life families, the 


mother-son-relationship was not bereft of 
tensions and contradictions. Such maturity 
seems to have been deliberately abandoned 
by Ramakrishna in an act of total surrender 
of ego, imagining himself to be a child, or 
indeed perhaps as infant, in a kind of womb- 
reversion, completely free of problems, 
because unquestioning. 

Ramakrishna went beyond the Ramprasad 
model also in his insistence that santan- 
hhava, looking upon all women as cmana- 
nons of the mother goddess and so, without 
exception, as mothers, was the only way one 
could hope to conquer the-lure of kamim. 
A very strong personal note is evident in 
Ramakrishna’s many passages about the 
horrois of the feminine body, as well as in 
his obsessive equation of sex with defeca¬ 
tion Sarada Debi recalled later that 
dysentery, ot which her husband has been 
a chronic victim, had often made his body 
an object ot disgust for Ramakrishna. There 
seems to have developed in him a deep fear 
of matter Bowing out of one’s body- and 
the orifices of women appeared enormous 
and frightening rj One might also 
speculate that the Tantric sexual exercises 
Bhairabi Brahmam had made Ramakrishna 
undertake had contributed to a distaste and 
revulsion for heterosexual intercourse. But 
once again the personal in Ramakrishna is 
related also to the social-cum -historical: a 
very similar theme of overcoming sexuality 
by conceiving of the temptress as mother is 
prominent in Nathpanthi legends about 
Gorkhnath which have circulated for cen¬ 
turies in Bengal’s countryside 17 ’ 

Ramakrishna’s mother-worship has also 
a wider dimension going beyond the limits 
of purely Shakta practices—for it may be 
related to certain major shifts within 
bhadralok constructions of womanhood 
lor much of :he 19th century, bhadralok 
discourses had persistently prohlematised 
conjugality, constructing the woman— 
usually the wife—as victim in need of male 
reformist succour, epitome of surrender lo 
alien values, or last repository of indigenous 
virtue m a world otherwise lost to foreign 
Western domination. The pure woman— 
again, in late 19th century plays, as wife 
more often than mother—could also occa¬ 
sionally figure as active agent in a deferen¬ 
tially assertive mode. Ramakrishna, who 
radically devalued alt forms of conjugal rela¬ 
tionships and presented woman-as-mothcr 
as sole counterpoint to the horrors of 
kamim, was a part of, and contributed to, 
a decisive .shift in the direction of identify¬ 
ing ideal womanhood with an iconic mother 
figure. 

The new, enormously valorised mother- 
son relationship quickly took on patriotic 
overtones. Already in the early 1880s, in 
Bankimchandra's Anandamath with its 
Bande Mataram hymn, the wild and terri¬ 
ble Kali is the 'Mother as she has become,’ 
oppressed and starving—while the resplen¬ 
dent ever-bountiful Durga symbolises the 
future liberated 'mother’land. The duty of 
the sons is an aenve one—the liberation of 


the Mother from alien bondage. Durgk Puja 
correspondingly from around the turn of the 
century surfed emerging from the house¬ 
holds of zamindars to become sarbajanin— 
community-organised—in towns, and Hindu 
nationalists during the Swadeshi era made 
many efforts to appropriate Puja rituals and 
the Shyamasangit form for the patriotic 
cause. 174 

Ramakrishna himself-for whom Kali was 
beautiful and everloving in her very wildness, 
in need of no transformation, demanding no 
activity but only total child-like surrender- 
remained quite far removed from this 
Hindu nationalist discourse .And yet the 
gulf between child like immersion and 
activist duty was not unbridgeable, as 
Vivckananda would soon indicate. 

Our focus so far has been primarily on 
the kathamnta, and il is easy from that to 
slip into an assumption that Ramakrishna’s 
teachings in the early 1880s constitute a 
single bloc. But speech is inherently 
‘dialogic’, modulated by contexts and 
audiences' - and Ramaknshna’s devotees 
included many apart trout she middle-aged 
householders who tend to predominate in 
Mahendranath’s text I he Kathamnta does 
not give an equivalent direct access to other 
groups: the very young men who later 
become .s anyasts (they are often present, but 
not possibly in then more intimate conver¬ 
sations with the saint - for ‘M’, householder 
himself, never quite became a member of 
that inner circle), the wives and widows, the 
prostitutes-turncd-actresses. Ramakrishna’s 
message may well have varied somewhat to 
suit such distinct audiences, making the 
range of possible appropriations even wider. 

For middle-aged householders, as we have 
seen, Ramakrishna offered Wio/tb-embodied 
in gnhaslha sanyas-as an 'easy way’, 
soothing many tensions, demanding no 
learned understanding of doctrine or 
mastery over ritual, requiring virtually no 
sacrifice of normal bhadralok careers and 
life-styles These needed only to be carried 
out in a ntshkama, detached manner. In 
addition, the condemnation of social ac¬ 
tivism could perhaps be read by such 
people—-some of them reasonably well 
off—as a denial of the need to spend sav¬ 
ings on too much charity or philanthropy. 

But it might still be unduly cynical to 
explain Ramakrishna's appeal, even among 
this milieu, entirely in terms of his providing 
a comfortable ‘theodicy of good fortune’. 
The element of playfulness and rejection of 
some of the inhibitions of normal bhadralok 
behaviour (becoming emotional in public, 
dancing in <cstacy) could have been 
particularly attractive to middle-aged 
householders in contrast to the dingy for¬ 
malities of respectable adult life The lure 
of a kind of sanctified escape from respon¬ 
sibility, at a time when these tend to crowd 
upon a man with the onset of middle age, 
should not be underestimated. Again, 
middle-aged devotees, even when reasonably 
successful, must as minor government of¬ 
ficials and senior clerks have been frequently 


1556 


Economic and Political Weekly. July 18, 1992 



subject to the pin-pricks of * superior and 
foreign officialdom. The critique of chakri 
would not have appeared meaningless here. 
Through Ramakrishna, the householder 
could perhaps find the solace and comfort 
of an inner space, distanced from an every¬ 
day world dominated increasingly by money 
and alien power. 

The message for the young men and boys 
was presumably somewhat different, and far 
more challenging, than that imparted to 
householders, for it inspired some of them 
to make a definitive break with kamini and 
kanchan in the forms of marriage and con¬ 
ventional jobs. Quite often they had to 
overcome considerable parental hostility 
even for visiting Ramakrishna, for frequent 
trips to Oakshineswar could mean neglec¬ 
ting the formal studies which had become 
the indispensable qualification for respec¬ 
table professional or clerical careers. 
Ramakrishna often encouraged such 
truancy, and once made a pun that equated 
passing examinations with bondage 176 For 
these teenagers, here was a middle-aged 
man, revered saint and perhaps avatar, who 
mixed and talked freely with them in a man¬ 
ner at once serious and yet utterly informal 
Such a combination would have been rare 
with elders in hierarchised homes or with 
teachers in schools or colleges-- the secon,! 
major site, so far as bhadralok were con 
cerned, of the new discipline of time. The 
transcending of the barriers qf age and 
youth, work and play, in Ramakrishna's 
company perhaps had a particular attraction 
for adolescents, engaged in a difficult Iran 
sition from boyhood to adult responsibility 

We have already explored some of the 
ways in which chakri, the petty clerical job 
which was all that most of these young men 
could have otherwise aspired for, had come 
to be perceived as quintessenttally unattrac¬ 
tive. It was also getting more difficult to 
obtain, as Narendranath, academically the 
brightest among Ramakrishna's disciples, 
discovered through bitter personal ex¬ 
perience when his father’s sudden death in 
1884 made him hunt desperately for some 
time for an office-job. 177 Conjugality, the 
Other sacrifice demanded of a sanyasi, ap 
patently had few attractions, too. The 
Kathamrita is full of hints that the young 
married men drawn to Ramakrishna were 
neglecting their wives—with considerable 
encouragement, at times, from the saint 
himself. Biographical accounts of devotees 
mention with some regularity a repugnance 
for married life, at times preceding the first 
encounter with Ramakrishna. 17 * The pro¬ 
spect^ usually, was of marriage by parental 
arrangement with much younger, un¬ 
educated girls, well below the age of puber¬ 
ty. 1711 Western education and tastes, confin¬ 
ed overwhelmingly so far to males, may have 
created a new cultural distance within the 
bhadralok family. More important, however, 
was the close interconnection between mar¬ 
riage and the sharpened struggle for survival 
bound up with the travails of chakri. 
“Nowadays parents marry their boys too 
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young. By the time they finish their educa¬ 
tion, they are already fathers of children and 
have to run hither and thither in search of 
a job to maintain the family”-— Ramakrishna 
had told Sarat and Sashi Chakrabarti, 
cousins who later became prominent figures 
in the Ramakrishna Mission. 11 * 1 Life-stories 
of many disciples indicate more or less in¬ 
dependent perceptions of the same crucial 
association of kamim with a kanchan ob¬ 
tainable, in niggardly amounts, only through 
chakri. 

The skewed family situation, considered 
from the woman's angle, may go some 
distance towards explaining what otherwise 
appears the most puwling of Ramakrishna’s 
many paradoxes. 1 he man whose conversa 
lion was full ot extremely negative com¬ 
ments about the lust-filled bodies and lux¬ 
urious and selfish ways of woman 1 * 1 still 
won the devotion of many women. We even 
have accounts of women casting off inhibi¬ 
tions and partia to go to Dakshineswar in 
a spirit of almost joyous abandon. 1 * 2 
Ramakrishna's abhorrence of sex, and ad¬ 
vice to keep off intercourse after one or two 
children, perhaps stiuck a chord in married 
women. Sex must have often seemed a terri¬ 
ble duty for young girls married off to 
lotally unknow n men at a tender age, in an 
age when absence of confracepnves made 
child-bearing frequent, dangerous and ex¬ 
tremely burdensome. I * 2il Middle-aged or 
elderly housewives or widows may have 
found a way ot overcoming loneliness and 
the tedium of household chores by setting 
themselves up in a maternal role vti-o-m 
Ramakrishna They loved to cook and bring 
food for him, which the holy man eagerly 
accepted and ofien asked for '*' And while 
little survives of Ramakrishna's conversation 
with feminine audiences, one must not 
exclude the possibility that he added an ex¬ 
tremely rare, non-personal and (in a limited 
sense) intellect ual, content to lives otherwise 
largely berefi of such mental sustenance. 

A startling element was added to the circle 
of women devotees of Ramakrishna after his 
visit to Girish Ghosh’s Chaitanya-Lila 
(1884). The holy man blessed Binodim for 
her performance as the young Chaitanya: the 
man who normally abhorred feminine con¬ 
tact allowed actresses, recruited from pro¬ 
stitutes, to touch his feet. Sex in such 
dcgiaded form was presumably an object of 
pity and grace, not a threat—and perhaps, 
for a man who found even sex in marriage 
intolerable, prostitution was not all that 
specially repugnant. Ramakrishna’s unex¬ 
pected blessing of theatre women gave a new 
respectability to a profession despised by 
many, 1 * 4 and assuaged feelings of guilt: he 
became, in fact, m course of time a kind of 
patron-saint for the Calcutta public 
theatre. 1 * 5 A wider impact became 
noticeable also when, in the mid-1890s, 
prostitutes—and not merely the actresses 
drawn from them—began turning up in large 
numbers at the annual Ramakrishna birth¬ 
day festivals at Dakshineswar, much to the 
horror of many bhadralok. IM Binodini 


herself, with some limited encouragement 
from Girishchandra Ghosh, was embolden¬ 
ed to publish a moving, if somewhat flam¬ 
boyantly repentent, account of her life as 
prostitute and actress. 1 ' 7 

The paradox of the Ramakrishna cult 
opening up certain spaces for women, in and 
through highly sexist assumptions and prac¬ 
tices, is epitomised in the career of Samda 
Debi. The wife who, in her husband'* 
lifetime, was relegated firmly to household 
duties, and who could never become a 
mother thanks to Ramakrishna, blossomed 
out after Ramekrishna’s death into a Cult- 
figuie in her own right, 'Holy Mother’, em¬ 
bodiment of motherhood for Vivckananda 
and other devotees. Her sayings, taken down 
and preserved by reverential devotees as 
Ramakrishna’s had been, vividly illuminated 
this paradox in their autobiographical sec¬ 
tions. Life with her husband at Dakshineswar 
is rcjiealcdly recalled as a tale of bliss (a/tan- 
da)- and yet, without any felt sense of con¬ 
tradiction, we encounter, at times in her very 
next words, memories of a tiny, dismal room 
in an obscure corner of the temple com¬ 
pound with a doorway so low that you often 
hit your head emering it. Life was an endless 
round of preparing food, for Ramakrishna 
as well as for devotees who kept dropping 
m al all hours, and of waiting for nightfall 
to relieve a herself by the river—for no one 
had thought of providing a latrine for 
women She learnt to read only after over¬ 
coming much opposition, particularly from 
Hriday, the cousin of Ramakrishna who had 
managed the material side of the saint's life 
nil the early 1880s. There were weeks dur¬ 
ing which Sarada hardly saw her husband, 
and could only hear him, talking and sing¬ 
ing with male devotees, through the chinks 
of a bamboo curtain. And yet life had been 
bliss: Ramakrishna had never called her by 
the contemptuous tui, and had never beaten 
her. 

The memories of the years after 1886 take 
on a very different, increasingly self- 
confident, if still engagingly naive, manner. 
Ramakrishna, Sarada tells us, appeared in 
a dream to tell her to start giving diksha , and 
she also began going into samadhi. We now 
have passages where she claims to be jagater- 
ma. mother of the universe. Her body, 
precisely because it has endured so much 
suffering, is dev-sharir, divine"* 

Prostitutes apart, all Ramakrishna’s 
devotees came from the bhadralok—with a 
solitary exception’ Latu, the illiterate Bihari 
servant the saint had inherited from his early 
disciple the well-established north-Cakutla 
doctor Ramchandra Datta. Latu was given, 
appropriately, the task of cleaning up by the 
bhadralok disciples when Ramakrishna dur¬ 
ing his last days could not go outside for 
defecation. The memoirs of Latu, taken 
down and published, provide certain 
fascinating sidelights. Son of a Chapra 
district shepherd, Latu retained all his life 
a dignity, independence, even a certain ag¬ 
gressiveness which not everyone liked, and 
many associated with his passion for wrestl- 
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ing. Serving Ramakrishna became Tor him 
a liberation from the burden of nuukn in 
Ramakrishna's household. He was fond of 
retelling Ramakrishna’s dost parable, adding 
to it a note of plebeian poignancy derived 
from an immediacy of experience: "He told 
me this story, so that I could learn how to 
survive tn the house of the masil (master). 
How else could my sorrows have ended?" 
Seba to Latu was sharply distinct from 
flattery—the barulok expect flattery, but not 
God. But seba, even for Ramakrishna, could 
be arduous, too—and Latu recalled how he 
was often scolded, and once was made to 
walk six miles to bring some special food 
for Ramakrishna. Sarada could talk freely 
with him, even in her years ol rigorous 
panda — and latu's memones about her 
strike a note utterly different from the stan¬ 
dard deification into abstract mother-figure: 
“How hard a life she had led She stayed in 
that tiny room, for so many years, unnoticed 
by everyone!’ 

Reverses as one of Kamaknshna's intimate 
disciples, renamed Adbhutananda, Latu 
steadfastly refused to stay, or even spend a 
night at, the Belur Math founded by 
Vivekananda. “We are sadhus ~ why should 
we have land, houses, gardens, wealth? 1 
won’t stay in such a place” 1 "'' 

IV 

Dakshineswar temple, where 
Ramakrishna had lived for 30 years, and 
Belur Math, founded by his most illustrious 
disciple, face each other today on opposite 
banks of the Bhagiratht, presenting m many 
ways a vivid study in contrasts, even opposi¬ 
tions. The temple, like any major Hindu 
sacred site, is thronged with crowds which 
cut across class divides, noisy, colourful, not 
over-sensitive to dirt. The holiness of the 
place permits women to shed inhibitions and 
bathe in the river ghai alongside of menfolk. 
The approaches are cluttered with shops 
selling a variety of momentoes, trinkets and 
eatables, and the atmosphere resembles that 
of a bazaar, or mela. Solemnity reigns to 
some extent only inside the central shrine of 
Bhavatarini Kali, and, more evidently, in the 
corner-room where Ramakrishna used to 
stay; here devotees sit, ponder, or pray Belur 
Math is much more of an upper middle-class 
devotional-cum-tourist spot: almost ag¬ 
gressively hygienic, it is full of guards and 
notices warning visitors off from bathing in 
(he river or spoiling the lawns. An image of 
Ramakrishna, fully clothed in spotless white; 
constitutes the central shrine A glass eur- 
tain preserves it from physical proximity or 
touch of devotees or visitors. Asked where 
Vivekananda and his associates had 
themselves stayed, a Swamiji points vague¬ 
ly in the distance He is much more interested 
in telling us that the main building had been 
constructed by Martin Burn in the 1930s, 
and that Kama la Nehru and Indira Gandhi 
had been regular visitors. 

And yet Dakshineswar and Belur remain 
tied together by indissoluble linkages, each 
shedding its lustre on the other: leaving us 


with the problems of extremely varied worlds 
which still for some reason require a stable 
centre in (he figure of Ramakrishna. Diver¬ 
sity of appropriations of a founding father 
is of course the rule rather than an excep¬ 
tion. While still worth exploration in terms 
of implications and contexts, the theme most 
relevant for our present study in the per¬ 
sistence of a need for affiliation with 
Ramakrishna across decades of sweeping 
change. 

The power and weight of the canonical 
tradition as established by Vivekananda has 
somewhat obscured the range o! meanings 
that the image of Ramakrishna has had the 
capacity to take on or inspire. There has 
been, for instance, a Tantric Ramakrishna, 
in considerable discordance with Vivck- 
ananda’s violent condemnation of Vatnacari 
ways. An acrimonious controversy developed 
in the 1930s around the precise importance 
of Bhatrabi Brahman Ramakrishna's 
householder devotees, again, had little svm- 
pathv initially with Narendranalh’s band of 
young sanyasts, and there was even an 
unseemly quarrel between the two groups 
over Ramakrishna’s ashes. 1 '" Middle- aged 
householders, led by Ramachandra Datta, 
instituted a distinct cult centered at 
Kankurgachi in east Calcutta, emphasising 
a quiettstic and highly ritualised devotion to 
Ramakrishna as an avatar, to the exclusion 
of social activism. This was, arguably, closer 
in some ways to the spirit of the Rama¬ 
krishna we meet in the Kathamrita than the 
Vivekananda adaptation. 1,2 The national 
and international fame of Vivekananda 
eventually eclipsed the Kankurgachi variant 
of Ramachandra Datta, but pure ritualised 
devotion has persisted as a subordinate but 
vital strand even within the canonical 
Ramakrishna Mission tradition. Sarada 
Debt is a crucial figure here, with her claim 
that Ramakrishna had predicted that he 
would be “worshipped in every home” after 
death, and insistence on the importance of 
dtk.sha, manira and other rituals. 1 *' Among 
the sanyasts, Ramak rishnananda 
(Sashibhushan Chakrabarti) in particular 
preferred the ways of ritualised bhakti and 
puja. The elaborate ceremonies he con¬ 
ducted at the Math were often summarily 
dismissed by Vivekananda in private letters 
as useless “bell ringing”. 

From the in id-80s, Girish Ghosh and his 
epigoni began projecting yet another, subtly 
distinct, Ramakrishna through the north 
Calcutta professional stage, reaching out to 
an audience considerably wider than the 
limited range of personal contact or even 
print. Girish personally was on excellent 
terms with householder and sanyasi devotees 
alike, and his representations served ulti¬ 
mately as a kind of bridge between quietistic, 
though no longer highly ritualised, bhakti 
and Vivekananda’s new turn towards social 
service. In Bitvamangal (June 1886), 
Nostrum (May 1888) and Kalapahar 
(September 18%), Girish introduced the 
figure of the wandering pagal or ‘holy fool’, 
mad to the conventional world, but pur¬ 


veyor, really, of divine wisdom, often in 
words taken straight from Ramakrishna. 
Wisdom conveyed through wandering folly 
quickly established itself as a central figure 
in the Bengali theatre. Aestheticised traces 
of it persist even in Rabindranath’s thakurda 
(grandfather) figures. 1 *’ The pagal of 
Girish Ghosh appears, at first sight, to em¬ 
body pure irresponsibility or playfulness, 
justified on the ground that everything is 
determined by Hari: ‘predestination’ here 
has produced implications diametrically op¬ 
posed to the puritan work-ethic Only Hari- 
nama is needed, otherwise one should 
behave like a five-year-old chiljl. But pagal 
figures like Nasiram, or Chinlamani in 
Kalapahar, do, in fact, preside over and in¬ 
spire substantial moral change—though ac¬ 
tion itself is pushed along, significantly, by 
women: plebeian trickster-figures, or 
deferentially-assertive wives. 1 * 7 Inward- 
turning piety and activism, in other words, 
do not necessarily remain binaries in the 
Kamakrishna-Vivekananda tradition. The 
withdrawal into oneself that Ramakrishna 
had inspired undercut an activism thought 
to be based on arrogance, but could serve 
at tunes as a prelude, through inner purifica¬ 
tion, for a higher kind of outgoing action. 

In Satischandra Chatlopadhyaya’s Anna¬ 
purna (1904), Gadadhar himself appears as 
a ‘mad’ pujari, alongside a thakurda who 
distances himself from worldly concerns 
through dance and devotional song. A clerk 
sings about his office woes and recalls the 
happier experiences of Ramprasad with his 
employer. The heroine, Annapurna, even¬ 
tually changes the heart of her drunkard 
husband through endurance and deferential 
assertion. But Gadadhar himself is now a 
figure deeply moved by scenes of poverty, 
and the play ends with a widowed Annapur¬ 
na erecting a temple where the poor would 
be fed day and night. Satischandra is dearly 
writing in the shadow of Vivekananda— 
who, as we shall see, had exalted the Hindu 
widow, considered ritually impure by tradi¬ 
tion, into the ideal Hindu woman—retaining 
all the marks of austere widowhood, but im¬ 
mersed in social service. Annapurna, which 
means bounteous provider of food, is, 
again, one of Durga’s many names—and 
the Swadeshi movement would soon erect 
Durga-Annapuma into a central image of 
the motherland. A minor play thus epito¬ 
mises a whole complex transition. 

A visitor to Belur Math today is greeted 
by a signboard that lists the current philan¬ 
thropic work of the Ramakrishna Mission. 
The poor, however, are physically much more 
distant than at Dakshineswar, and no 
plebeian bazaar has begn allowed to obstruct 
the spacious entrance to the Math. The con¬ 
trast points towards a two-way transition. 
With Vivekananda, sophisticated son of a 
prominent Calcutta attorney who quickly 
acquired international and national fame 
after hit Chicago address, the Ramakrishna 
cult moved from the clerical margins into the 
centre of high-bhadmlok life. Rustic and 
homely parables, along with the datatye of 
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chakri theme, dropped out of Vivekananda’i 
discourse whluch took the form of lectures 
(Ramakrishna, incidentally, had destested 
oratory)'* and essays in English or chaste, 
Sanskritised Bengali The distancing produc¬ 
ed by English education and urban middle- 
class life was often associated, however, with 
a deep awareness of the west as, simul¬ 
taneously, stimulus and threat. Among the 
more sensitive of the 19th century bhadra- 
lok, it had led also to repeated efforts to 
ameliorate the conditiona of the under¬ 
privileged and oppressed: women, lower 
castes, the poor. 

Vivekananda revived, at the heart of what 
had begun as inward-turning bhakti, the 
traditions of such bhadralok activism. First¬ 
hand experience of mass poverty, ignorance, 
and caste oppression, obtained through tours 
across the sub-continent in 1890-93, added 
to this revival a distinctive, sharper edge. 
Ramakrishna, poor himself, had considered 
poverty a part of natural or divine law, and 
had displayed a 'peasant’ cynicism about do- 
gooding efforts by rich and learned folk as 
instances of arrogance and futility: 

You have read a couple of pages in Fnglish, 

and so consider yourself mightily learned. 

land). . think you can do good for ihe 

world. Can you end droughts, famines, 

epidemics?'” 

Vivekananda cultivated contacts with 
precisely such people—princes, departs, 
well-established men—as potential fund- 
givers throughout his tours of India, and 
fund-raising remained a major objective of 
his lectures in America and Europe (“I 
give them spirituality, and they give me 
money"* 0 ). The money he hoped to use for 
far-reaching plans of elevating the dandra 
narayan, God manifested in the pool 
Organised philanthropy would be combined 
with popular education in true high-Hmdu- 
ism and modern science, via devices like 
magic-lanterns. 

Such, Vivekananda visualised, would be 
the primary tasks of his band of voting 
educated sanyasis, and, in practice, training 
this elite came to be foregrounded over the 
more challenging objective of mass educa¬ 
tion. 201 What was entailed was a transfor¬ 
mation within his own group, that could be 
achieved only after intense debate. In the 
words of the official historian of the Rama 
krishna Mission, “the conflicting aims of 
religion and social service seemed irrecon¬ 
cilable indeed". Vivekananda’s “greatest 
triumph lay in re-orientating the outlook of 
his brother disciples from ideas of personal 
salvation to a sympathetic comprehensions 
of the needs of the world".* 2 He had to 
fight, in a way, against an entire Hindu tradi¬ 
tion in which charity might at times be con¬ 
sidered a pan of the dharma of the king or 
householder, but when the sanyasi's prin¬ 
cipal ideal was individual moksha, not 
improvement of the world. 

Bade religious-philosophical concepts, 
consequently, had to be fhwi new meanings. 
Karma became, for Vivekananda, not tradi¬ 
tional caste-based rituals and obligations 


determined by previous birth, but non- 
traditional social service The jnana of 
Vedantic monism was sought to be trans¬ 
formed, through a real tour de force, into 
a message of strength and strenuous efforts 
to help others. The monistic unity of all be¬ 
ings, Vivekananda argued, implied that “in 
loving anyone, 1 am loving mysel^’.*■ , 
Vcdantic jnana was simultaneously exalted 
in unambiguous fashion over quietistic emo¬ 
tional bhakti, and the Thntric elements 
in Ramakrishna sought to be suppressed 
altogether, in a firmly structured framework 
of adhikar-bheda which now defined a clear¬ 
ly demarcated Hindu religion. 204 This was 
the kind of Hinduism which Vivekananda 
thought could be projected abroad as in¬ 
tellectually powerful enough to challenge 
and overcome the arrogant claims of Chris¬ 
tian missionaries—claims inseparable, often, 
from imperialist racism. Through its propo- 
gation, Vivekananda emerged as the first 
major excmplai of that familiar 20th cen¬ 
tury figure, ihe Indian guru who wins fame 
and disciples in the west. Adhikar-bheda 
apexed bv Vedanta seemed to have the poten¬ 
tial. aKo, tor undying all Hindus through 
the incorporation of diversities within a 
single hierarchy Nivedita would soon define 
Vivekananda's achievement at Chicago to 
have been the irti'i-doi matron of “the reli- 
giouv ideas of the Hindus" into "Hinduism", 
for thtough iitlluxur bheda, "there couid be 
no sect, no ss.hos/1, no sincere religious ex 
trerience of me Indian people that might 
rightly be excluded from the embrace of 
Hinduism." 20 ' fhe catholicity of 
Ramakrishna, modulated and transformed 
thiough this construction of a crystallised 
‘Hindu’ identity, thus became for Vivek¬ 
ananda the paradoxical ground for a claim 
to superior worth. “Our religion is truer than 
any other religion, because it never con¬ 
quered, because it never shed blood.” 
Vivekananda in the same lecture went on to 
stress the need for “iron muscles and nerves 
of steel”, and even visualised “the conquest 
of the whole world by the Hindu race.., [a] 
conquest of religion and spirituality!’ 206 

Vivekananda’s rhetoric sounds powerful 
and self-confident, yet just beneath its 
surface fissures often lurk, manifesting 
themselves repeatedlv through implicit or ex¬ 
plicit contradictions. It ism terms of such 
tensions, which Vivekananda was too clear¬ 
sighted and honest to be able to brush aside, 
that we can best understand why an ap¬ 
parently wholesale inversion of the ideas of 
Ramakrishna, accompanied by the entry of 
themes quite unknown to the master, still re¬ 
mained in need of an ultimate anchorage m 
the quietistic bhakti of the Dakshineswar 
saint. 

The tensions are clearest in Vivekananda’s 
discourses about women and lower castes. 
His letters repeatedly associate degradation 
of women with caste oppression as the two 
central evils of Hindu society. Vivekanan¬ 
da had nothing of Ramakrishna’s obsessive 
terrors about the woman’s body, and he was 
careful to substitute kama, for kammi. 


avoiding the implication that lust was 
somehow peculiarly feminine. 200 Early let¬ 
ters from America enthusiastically acclaimed 
the free, yet responsible and socially com- y. 
milled western women he had met, several ■ 
of whom had become his ardent disciples: 
“free as birds in air”, whereas “.. .look at k, 
our girls, becoming mothers below tbeilr " 
teens... We are horrible sinners, and oar . 
degradation is due to our calling women 
despicable worms' ’gateways to hell' and so . 
forth!’ 208 The disciple here came perilously 
close to a diiect criticism of his master. But ' 
passages like these are generally confined to 
private correspondence. Public speeches con¬ 
centrated fire on missionary slanders about 
Indian womanhood, and the futility and ir¬ 
relevance of social reform movements. 20 ’ 
Missionary propaganda, arrogant and at 
times racist, had the habit of harping on 
themes like child marriage or seclusion of 
women, and Vivekananda evidently found 
it demeaning to national-cum-religious pride 
to publicly repeat such criticism, however 
much he might privately detest many such 
practices. 

The cult of Sarada Debi as ‘Divine 
Mother’ which Vivekananda encouraged 
was perhaps one way of trying to resolve this 
tension: womanhood of one particular kind 
was being exalted, but through a markedly 
traditionalist idiom. The other attempted 
solution was ascetic widowhood channelled 
into social service. Vivekananda, Nivedita 
thought, had “looked, naturally enough, to 
widows as a class to provide the first genera¬ 
tion of abbess-likc educators”— he had a 
“horror" about the “unfaithful widow”, and 
emphasised “trustful and devoted compa¬ 
nionship to the husband’’. 210 In India, 
though not among western women disciples, 
several of whom were young, unmarried, 
and unconventional, feminine entry into 
public space presumably required careful 
regulation, so as not to conflict with con¬ 
jugal duty and decorum. The widow who 
still carried all the marks of traditional 
austerity provided the ideal material. The 
limits, even here, were revealed by Vivek¬ 
ananda’s bitter public quarrel in the US with 
Pandita Ramabai about the condition of 
Hindu widows- a quarrel which coincided 
in time with a gesture of financial support 
to Sasipada Banerjt’s home-c urn-school for 
widows at Baranagar (April 1895). 2 " Set¬ 
ting up widows’ homes and educating their 
inmates was one thing: a militantly reformist 
widow who had turned Christian as a matter 
of mature voluntary choice represented a 
very different proposition. 

Vivekananda's comments about caste 
reveal a similar pattern. His letters are full 
of an awareness and anger about caste op¬ 
pression rare among the bhadralok intelli¬ 
gentsia of 19th century Bengal, where even 
Brahmo rejection of caste had generally 
taken the form of token gestures within the 
bounds of the reformed community. 212 
Such awareness, he said, had been brought 
to him by the “experience I have had in the 
south, of the upper classes torturing the 
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lower... Do you think our religion b worth 
the Mate? Out* b .only 'Don’t touchbm". 
Million live on mohua plant*, while sadhus 
and Brahmins “suck the blood of these poor 
people”. 211 Vivekananda’s public lectures, 
too, frequently urged the need to uplift the 
lower castes, but this was normally situated 
now in the context of the danger of Chris¬ 
tian and Hindu psosdytisation: an argument 
that would come to acquire a central place 
in the discourses of 20th century ‘Hindut- 
va’. 214 There was also a simultaneous, 
violent condemnation of the emerging anti- 
Brahman movements in the south: ", .it it 
no use flghting among the castes... The 
solution is not by bringing down the higner, 
but by raising the lower up to the level of 
the higher... lb the non-Brahman castes I 
say, be not in a hurry. . you are suffering 
from your own fault. Who told you to 
neglect spirituality and Sanskrit learn¬ 
ing?” 215 The hidden interlocutor, once 
•gain, must have been the missionary and 
colonial apologist for whom caste oppres¬ 
sion, along with the subordination of 
women, proved the essential unworthiness 
and inferiority of Indians. 

Bartaman Bharat (Modern India. March 
I899), 21 * Vivekananda’s most famous 
writing in Bengali, provides the supreme 
example of this radical logic that abruptly 
turns back on itself as it encounters the rock 
of patriotic-cum-Hindu faith. It elaborates 
an interesting conception of history, where 
priestly (Brahman), royal (Kshatriya), and 
mercantile (Vaishya) power here succeeded 
each other, not just in India, but everywhere. 
All have their merits and deficiencies, but 
sharpest condemnation is reserved for the 
eras of priestly domination. Stereotypes of 
Hindu nationalist historiography are ruth¬ 
lessly overturned as Vivekananda indicates 
a preference for the Buddhist and Islamic 
eras, when the decline in Bradman power 
had enabled the emergence of powerful em¬ 
pires: Rajput domination, in contrast, is 
represented as a virtual dark age. The global 
British empire obviously embodies the 
climax of Vaishya power, after which is 
predicted a “rising of the Shudra class, with 
their Shudrahood... when the Shudras of 
every country... remaining as Shudras — 
will gain absolute supremacy in every socie¬ 
ty. .: Socialism, Anarchism, Nihilism and 
other like sects are the vanguard of the social 
revolution that is to follow” (“I am a 
socialist”, Vivekananda had proclaimed to 
Mary Hale in the course of a letter outlining 
a similar argument in 18%. i|7 ) But then, 
very abruptly, comes an assertion that in 
British-ruled India “the whole population 
has virtually come down to the level of the 
Shudra” The only real Brahmans today are 
foreign professors, the Kshatriyas are British 
officials, the Vaishyas the British merchants. 
The whole tide of Vivekananda’s argument 
now suddenly reverses itself. What is brand¬ 
ed as blind imitativencss becomes the prin¬ 
cipal target, and a whole range of traditional 
practices and norms are implicitly revaloris¬ 
ed: the “Sita-Savitri-Damyanti” model, for 


instance, as opposed to the “unrestricted 
intermingling of men and women.” “Wes¬ 
terners hold caste distinctions to be obnox¬ 
ious, therefore let all the distinct castes be 
jumbled into one? The rhetoric reaches iu 
climax in the appeal .. forget not that the 
lower classes, the ignorant, the poor, the il¬ 
literate, the cobbler, the sweeper, are thy flesh 
and blood, thy brothers.” This has often been 
cited as the pinnacle of Vivekananda's radi¬ 
calism, but a retreat has really taken place 
from the earlier vision of Shudra revolution 
towards the submergence of caste or class 
differences, without basic internal transfor¬ 
mation. into a nationalist brotherhood. The 
intended audience (“thy”) is clearly the 
educated, while the people with “a rag round 
their loins” are expected only to proclaim 
at the top of their voice: “The Indian is my 
brother. India's gods and goddesses are 
mine.” The concluding pages of Bartaman 
Bharat have become a standard college or 
high-school text: the earlier sections are 
much less familiar The authorised l.tfe of 
Vivekananda “by his Fastern and Western 
admirers” sum manses much of Vivekanan¬ 
da’s writings, but omits all reference to 
Bartaman Bharat 

Bartaman Bharat ended with apparently 
self-confident rhetoric—but the letter to 
Mary Hale where Vivekananda called him¬ 
self a socialist concluded on a suddenly 
world-weary tone: “The sum-total of good 
and evil in the world remains ever the 
same let every dog have his day in this 
miserable world”—tilf such time as “man 
give up this vanity of a world and govern¬ 
ments and all other botherations” 2 " 1 A pro¬ 
found pressimism in fact seems to repeatedly 
undermine Vivekananda's utopian dreams. 
The argument that he used, for instance, to 
appropriate Vedanta for an ethic of social 
service is in a way deeply cynical, for it 
assumes that men will help others only if 
they realise that this is tust another form of 
self-love. Asked by an American woman 
missionary in 1SV8 whether he foresaw any 
hope of eliminating child-marriage and 
cruelty to widows, Vivekananda sadly 
replied in the negative. Vivekananda, the 
missionary reports, seemed to have a 
“strange foreboding of ultimate failure” even 
“with the Hindu world at his feet”—“sitting 
there at twilight, in the large, half-lighted 
hall, it seemed like listening to a cry” 2 ' 1 ' 

Vivekananda's well known oscillation bet¬ 
ween supremely self-confident activism and 
inward-turning world-weariness has been 
sought to be explained in terms of an inner, 
psychological conflict going back to child¬ 
hood days. 220 ' A more contextualised 
reading, however, is also possible, to supple¬ 
ment—and not necessarily supplant- the 
psychological analysis. The utopian image 
of a Bharatvarsha rooted in an ideal Hin¬ 
duism, that Vivekananda passionately tried 
to adhere to, was contradicted repieatedly by 
harsh facts of contempiorary Hindu society 
that he was loo clear-sighted and honest to 
be able to ignore He found no way of resolv¬ 
ing these contradictions. What needs to be 


recognised as tragedy may best be grasped 
in terms of a grid of alternative action- 
parameters, none of which Vivekananda 
could adopt without ambiguity or 
self-doubt. 

Vivekananda condemned caste and gendir 
oppression, and found many Hindu prae<* 
tices—including revering the cow as Mother— 
utterly ridiculous. 221 Yet existing social 
reform initiatives he considered superficial, 
with some justice, because confined to the 
educated elite—and demeaning to national 
pride Public condemnation of many evils 
he denounced in private was inhibited for 
him by the fear of strengthening western 
slanders about a subject race 

Vivekananda, at the same time, could not 
share the facile nationalist faith that such 
internal problems were secondary and would 
sort themselves out after the winning of 
political freedom. His countrywide tours 
had given an unusual depth of meaning to 
a patriotism that embraced the entire sub¬ 
continent, and found memorable expression 
in the invocations to 'Bharat' with which 
Bartaman Bharat ends. But Vivekananda* 
had little faith or interest in existing forms 
of Moderate Congress political activity, 
repieatedly warned against attaching “politi¬ 
cal significance” to his ideas, 222 and seems 
to have looked upon the British Empire; at 
times, as an opportunity to spread Hinduism 
abroad (on the analogy of Christianity 
under the Roman Empire). 221 Deep concern 
with poverty remained unrelated in 
Vivekananda to any awareness of colonial 
exploitation: there is a virtual silence about 
that already well-established staple of na¬ 
tionalist polemic, the drain of wealth 
theory. 224 Vivekananda, then, was not quite 
the ‘patriot-prophet’ who would soon be 
revered as patron-saint by a whole genera¬ 
tion of Swadeshi enthusiasts, revolutionary 
terrorists, and nationalists in general. 
Nivedita, who did more than anyone else, 
perhaps, to promote this image of Viveka¬ 
nanda, herself recognised its partially- 
constructed character: “lust as Shri 
Ramakrishna, m fact, without knowing any 
books, had been a living epitome of the 
Vedanta, so was Vivekananda of the na¬ 
tional life But of the theory of this he was 
unconscious.” 27 ' 

Vivekananda the apostle of anti-British 
nationalism today belongs essentially to the 
past: what has become ominously relevant 
is the other, closely-related image of the 
Swarm as one of the founders of 20th cen¬ 
tury Hmdutva, of a united, muscular and 
aggressive Hinduism. He had no particular 
prejudice about Islam, 22 * but there is little 
doubt that like very many Hindu nationalists 
of his times, or later, the Bharat of Vive¬ 
kananda's dreams was essentially Hindu. 
The closing appeal for fraternal embrace in 
Bartaman Bharat somehow forgets to men¬ 
tion Muslims. Much more important is the 
crucial role of Vivekananda in crystallising 
a Hindu identity that is able to play simul¬ 
taneously on the twin registers of catholici¬ 
ty and aggression: a pattern that has become 
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standard in the discourses of today's RSS- 
VHP-BJP combine And yet a gap remains, 
for Vivekans nda could never reconcile 
himself totally to the harsh realities of caste 
and gender Oppression, of mass poverty for 
which he refused to affix the responsibility 
solely on the British, and of “hundreds of 
superstitions". The Tfiplicane Literary Socie¬ 
ty address (1897) which claimed that Hin¬ 
duism was “truer than any other religion” 
simultaneously demanded that such things 
be "weeded out”. 221 It was quite impossible 
for Vivekananda to accept everything in 
Hindu society in a kind of acstheticised 
celebration of difference, as multi-coloured 
flowers in a garland. 22 * 

Faced with such insurmountable tensions, 
Vivekananda came to perpetually oscillate 
between exuberant calls to action and moods 
of introspection, in a pattern that is par¬ 
ticularly relevant for us because it helps us 
to understano why an ultimate anchr—age in 
Ramakrishna remained so indispensable. 
Bartaman Bharat had been preceded by 
months during which Vivekananda had im¬ 
mersed himself m the songs of Ramprasad, 
tiying “to sa.urate his own mind with the 
conception of himself as a child." After a 
mystical experience at Kshir Bhawam in 
Kashmir, Vivekananda told Nivedita in Oc¬ 
tober 1898: “It is all 'Mother' now!. there 
is no more patriotism. I am only a little 
child.” 22 * This, evidently, was not the 
Mother of Anandamath or Swadeshi na¬ 
tionalism, patriotic icon calling sons to the 
path of self-sacrificing action. It was Rama- 
krishna’s Divine Mother, who wants nothing 
more than child-like surrender, an abjura¬ 
tion of the active responsible adulthood that 
Vivekananda himself had tried so hard to 
promote; in some ways, perhaps, it was 
Ramakrishna himself. 

The introspective mood came to dominate 
the last two years or so of Vivckananda’s life, 
finding expression in weirds utterly moving 
and unforgettable: 

This is the world, hideous, beastly corpse 
Who thinks of helping it is a tool I am 
only the boy who used to listen with rapt 
wonderment to the wonderful words of 
Ramakrishna... That is my true nature; 
works and activities, doing good and so forth 
are only superimposilions. Now I again hear 
his voice, the same old voice thrilling my 
soul... 1 have long given up my place as a 
leader... Behind my work was ambition . 
behind my guidance the thirst for power 
Now they are vanishing and I drift. I come! 
Mother, I come!... I come, a spectator, no 
more an actor. Oh, it is so calm! 2,0 
Quietistic, inward-turning bhakti, tolerant 
and non-proselytising, had thus been trans¬ 
formed, with conflicts but no major rupture, 
into a crystallised and assertive Hindu iden¬ 
tity with activist programmes. But insur¬ 
mountable contradictions—fundamentally, 
perhaps, the limits set to bhadralok idealism 
by hierarchies of caste, gender and class 
within a colonial situation—blocked the 
realisation of such programmes, and both 
the expansion of outlook and the eventual 
return to origins helped to deepen the ap¬ 


peal of the initial message. Vivekananda’s 
fame preserved and vastly extended the reach 
of the apparently very different image of 
Ramakrishna. It is noteworthy, for instance, 
that Mahendranath brought out four out of 
the five volumes of his Kathamrita between 
1902 (the year of Vivekananda's death) and 
1910— years, precisely of Swadeshi nationa¬ 
list militancy inspired to a considerable ex¬ 
tent by Vivekananda's posthumous image as 
patriot-prophet. A significant number of 
revolutionary terrorists, it may be added, 
beginning with two of the accused in the 
Alipur Bomb Case of 1908, sought shelter 
within the Ramakrishna Mission in the wake 
of political frustration or failure. Such 
recruits provoked occasional government 
suspicion, but the Mission kept itself deter¬ 
minedly aloof from nationalist politics. 2,1 
It offered space for philanthropic and educa¬ 
tional work, but also for quiet devotional 
piety Vivekananda's return.to Ramakrishna, 
it seems, had created something like a recur¬ 
rent pattern. 

The Ramakrishna heritage which flouri¬ 
shes today in Bengal incorporates, conse¬ 
quently, an enormous variety of appropria¬ 
tions around a central core of claimed af¬ 
finity. At one extreme, fleets of ears draw 
up every evening outside the palatial Institute 
of Culture of the Ramakrishna Mission in 
south Calcutta, where learned religious-cum- 
philosophical discourses provide solace for 
the rich. The Mission itself carries on 
valuable educational and philanthropic 
work, and enough has survived, within it, 
of the original catholicity to keep it—so 
far—away from the contemporary politics 
of aggressive H indutva typified by the VHP. 
But little remains of more grandiose dreams 
of uplifting the daridra-narayan on a 
country-wide scale, or of a ‘Shudra’ revolu¬ 
tion. few even of Vivekananda’s close associ¬ 
ates ever seem to have taken to heart his 
occasional passionate onslaughts against 
Brahmanica! tyranny and gender oppression. 

At another, related but somewhat distinct 
level, crowds of varied social origin throng 
at Dakshmeswar, and portraits of Rama- 
knshna adorn countless middle or lower 
middle class homes, an object of deep devo¬ 
tion for many humble men and, perhaps, 
even more women I he clerical ambience we 
noted as crucial lor Kamaknshna’s initial ap¬ 
peal never really disappeared, even though 
V ivekananda had moved into a higher social 
world Of 37 members, for instance, of a 
Ramakrishna Samiti functioning in Barisal 
town in 1910— set up at the initiative of 
government clerical staff without any affilia¬ 
tion at first with Belur and combining a lit¬ 
tle philanthropy with collective readings of 
the Kathamrita —24 came from clerical and 
related professions. At a later stage the clerks 
tried to “enlist certain respectable and sym¬ 
pathetic gentlemen of the town”, and so a 
few pleaders and school-teachers were in¬ 
cluded in the Executive Committee. 252 

The world of clerks in Bengal, of course, 
has changed vastly since Ramakrishna's 
times. Beginning with the Burn Company 


clerks' strike in October 190S, Bengal’s of¬ 
fice employees began developing trade union 
organisations of their own. From the 1950s 
onwards, the clerical world of Dal ho usie 
Square has been one of the strongest bas¬ 
tions of the Left and trade union movement 
in West Bengal. Nor are offices today mark¬ 
ed by any stringently-enforced discipline of 
time: symbolically, perhaps, a portrait of 
Ramakrishna has become a common feature 
of many offices and banks. But Left political 
predominance has obviously not been ac¬ 
companied by any equivalent cultural hege¬ 
mony, and a depressing and dismal strug¬ 
gle for existence still characterises much of 
lower middle class life. 

Agm-sanket (1984), by the best-selling 
novelist Sanjib Chattapodhyaya, may pro¬ 
vide us with an appropriate concluding note. 
The context is disillusionment with the Left 
Front government, the focus, once again, 
clerical life, Kamini. Kanchan and the 
miseries of lower middle class life have come 
together once more. Drudgery in office and 
home remains the lot of the less fortunate, 
while the successful few climb up by shat¬ 
tering kinship obligations. For both, women 
and sex are somehow to blame: “The whole 
world is turning around the woman's body. 
On all sides the manholes are open” Social 
conservatism has become utterly blatant. 
Watching girls being ‘teased’ in crowded 
buses, the clerk-hero ruminates: “Where has 
that veil gone? Where that respect? No 
leader talks of moral ideals, or of our an¬ 
cient traditions:' The author presents no real, 
positive alternatives, neither Vivekananda’s 
patriotic social service nor even Rama- 
krishna’s quiet bhakti and grihastha sanyas. 

But a good woman changes the heart of 
the local rowdy, who leaves her as a dying 
gift a picture of Ramakrishna. The hero 
dreams about a “white-belt black-shirt” ter¬ 
rorist gang to punish evil-doers, a taxi-driver 
blames Kaliyuga for soaring prices, and, in 
an apocalyptic fantasy-ending, the burning 
body of the clerk goes around destroying 
symbols of corruption. 25 ’ A deeply depress¬ 
ing, claustrophobic world, where failure and 
poverty only help to consolidate hierarchies 
of caste and gender—over which Rama¬ 
krishna presides, icon that gives, perhaps, 
a little comfort, but not hope 

Notes 

|Earlier dralts ol pans of this essay have ap¬ 
peared as ‘The Kathmrita as Text: Towards an 
Understanding of Ramakrishna Paramahansa’ 
(Occasional Paper No 22. Nehru Memorial 
Museum and Library, New Delhi 1983), and 
‘Ramakrishna and the Calcutta of His Times' 
(‘The Calcutta Psychc’J, India International 
Centre Quarterly. Winter, 1990-91). The present 
text owes much to (he searching criticisms and 
correction of Tanika Sarkarj 

I I am using the 1980-82 reprint* of 'M' 
(Mahendranath Gupta)’* 5-volume Sri Sri 
Ramakrishna-Kathamrita (first published. 
Calcutta, 1902, 1904, 1908, 1910, 1932). 
Henceforward KM. The translations are 
mine. 
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2 Bibhutlbhushan Bandopadhy»y. Drobo- 
myttr Kashibas. 

3 Biographical sketch of Mahendranath 
Gupta, appended to KMl. 

4 Life of Sri Ramakrishna Compiled from 
Various Authentic Sources (n a, Mayavati 
1924, Calcutta. 1964) pp 290-91. Hencefor¬ 
ward Life. 

$ The major canonical biography is Swami 
Saradananda, Sri Sri Ramakrishna- 
Lilaprasanga (Calcutta. 1911-1919, 1979). 
Henceforward L. All intimate disciples of 
Ramakrishna were of educated bhadralok 
origin, with the solitary etception of Laiu, 
the Bihari servant of Ramchandra Datta. 

6 Thus the Ramakrishna described in the 
KM (its author, incidentally, never formal¬ 
ly joined the Ramakrishna Mission) did 
not wear saffron, used polished slippers 
or shoes, slept on a bed under a mosquito 
net: visitors were often surprised by his ap¬ 
pearance and dress (KM III, p 1). Later 
iconic representations of Ramakrishna in¬ 
variably present him in the garb of a con¬ 
ventional sanyasi. The one contemporary 
photograph that exists is hardly ever used 
in the canonical literature (I have seen only 
one reproduction of it, in Brojen Banerji 
and Sajanikanta Das, Sri Ramkrishna 
Samasamayik Drishlile, Calcutta, 1952) 
This shows Ramakrishna in a dance of 
ecstasy with Brahmos at Keshabchandra 
Sen’s house in September 1879: he is not 
markedly different in dress from the other 
bhadralok apart from a rather shabby 
rusticity. 

7 I feel now that my initial paper on 
Ramakrishna, entitled Kaihamrita as Text- 
Towards an Understanding of 
Ramakrishna Poramahansa, despite its 
title, was insufficiently aware of these 
dimensions. I am grateful for the com¬ 
ments and criticisms of Hiteshranjan 
Sanyal and Dipcsh Chakrabarti, as well as 
others attending the seminar at the Calcut¬ 
ta University History Department where 

I presented the above paper in January 
1985. 

8 Each volume of the KM begins with an 
analysis of ‘Three Kinds of Evidence’— 
‘direct and recorded on the same day’, 
‘direct but unrecorded', and ‘hearsay and 
unrecorded—and the text claims to be bas¬ 
ed on the first type. Vivckananda’s praise 
of the author for having kept himself ‘en¬ 
tirely hidden’, unlike Plato with Socrates, 
‘is quoted, along with testimonies from 
Ramakrishna’s wife and some other pro¬ 
minent disciples. 

9 KM I, p 30 (March 5. 1882). 

9a For an argument stressing this dual nature 
of paradox particularly in religious 
discourse; see Megan McLaughlin, Gender 
Paradox and the Otherness of God 
(Gender and History, III 2, Summer 1991). 

10 L 1. pp 264-65. 

10a See, for instance, Asok Sen, Agrarian 
Structure and Tenancy Laws in Bengal. 
1830-1900, in Sen, etc. Perspectives in 
Social Sciences 2 (Calcutta, 1982). 

11 KM I, p 219 (October 22, 1885). 

12 KMl, p 51 (October 27,1882). The passage 
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I, pp 127-28 (June IS, 1884); KM II. p 166 
(October II. 1884); KM III, p 215 (October 


18, 1885); KM l V, p 50 (January 5, 1884); 
and KM V, p 202 (December 6. 1884). 

13 Life, p 250. 

14 1 am borrowing the term ‘crystallisation’ 
from W Cantwell Smith, ‘The Crystallisa¬ 
tion of Religious Communities in Mughal 
India’ in his On Understanding Islam: 
Selected Studies (Hague, 1981), Chapter 9. 

15 L I, pp 370-73, gives a longish account of 
Ramakrishna's contacts with Sambhu 
Mallik, but completely omits the conver¬ 
sation quoied six times ill KM. 

16 The contrasts between KM and L are par¬ 
ticularly relevant here— see Walter Ci 
Nccvel (Jr), 'the Transformation of 
Ramakrishna' in Rardwell L Smith, Hin¬ 
duism: New L sum on History of Religion 
(London, 1976) 

17 “ a difficult hmdciland and frontiers 
that had to he crossed"—terms used by 
Raymond Williams while discussing 
writers like George Hiot, Thomas Hardy, 
and D H Lawicncc in an analysis of a 
somewhat similar ptohlcmatic (The Court 
try and the < in. Paladin 1973. p 316). 

18 /. I, Ibirbakaiha n ttabtjivan, p 41; Life. 
P 5 

19 /. I, pp 122-24 

20 / ife. pp 45-57 

21 The cash payment amounted to Rs 7 per 
month, together with stipulated quantities 
of food and cloth, KM II, p ix (for lext 
of deed of endowment); I. II; Dibyabhave 
o Narendra, p 35(1 
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25 KM II, p 49 (June 4. 1887) 

26 A'AfJI. pp 2 3 (Ottobei 16. 1882). 
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1963; trans, Manchester 1984), pp 210, 205 

29 KM I, p 59 (October 28, 1882) 
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Domesticity. Sri Ramakrishna and the 
Calcutta Middle Class. Subaltern Studies 
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Caste, Gender and Class in Panchayats 

Case of Barddhaman, West Bengal 

G K LieU n 

A truly emancipatory movement requires continuous political and social action leading to enfranchisement. 
This essay highlights an aspect of enfranchisement by examining closely the functioning of the panchayat institu¬ 
tion in West Bengal. Empirical material from one block in the district of Barddhaman is the primary reference 
and additional material from a block in Birbhum is the secondary reference. 


AN emancipatory movement, which the 
CPI(M) in West Bengal claims to represent, 
should be expected not only to provide a suf¬ 
ficient and equitable access to economic 
resources, but also to strive at emancipation 
from oppressive social and political forces. 
A mere equitable share of basic economic 
assets and access to credit, inputs and 
markets may allow for economic develop¬ 
ment, but, as Anisur Rahman has noted, 
poverty alleviation programmes tend to 
transfer the dependence of noot households 
from one source to another. Such program¬ 
mes often remain "a narrow management 
notion subject to manipulation by those who 
would enjoy the monopoly of social 
knowledge” [Rahman 1984:11J. 

A truly emancipatory movement therefore 
requires a continuous political and social 
process. Such a process has been vatic jsly 
labelled in shorthand as empowerment, con- 
scientisation, and self-reliance. The various 
concepts are overlapping and interdepen¬ 
dent. The overlap can be referred to as 
enfranchisement. 

In this contribution we shall highlight one 
aspect of this enfranchisement, by a closer 
look at the panchayats. Empirical material 
from one block in the district of Barddha¬ 
man (Burdwan) will be used as main refer¬ 
ence, and additional material from a block 
in Birbhum district as secondary reference. 
The material on Barddhaman will be par¬ 
ticularly useful since it allows for a dialogue, 
and a dispute, with the analysis in Webster 
[1990|. 

Local Power 

West Bengal has a long history of local 
self-government institutions. The Local Self- 
Government Act of 1885 and the Village 
Self-Government Act of 1919, created district 
boards and union committees on the basis 
of limited electoral franchise, and were 
obviously dominated by the landowning 
zamindan class. The panchayats Act of 1957 
did not basically undermine this strangle¬ 
hold. The impact of the new act, though bas¬ 
ed on universal franchise, was diluted by the 
existence of well-established local leaders of 
the old order who controlled all resources 
[Mohit Bhattacharya 1976], and, after the 
last round of elections in 1964, remained in 
power till the arrival of the LFG. A demo¬ 
cratic system of self-government, Buddhadeb 
Ghose (1971 ] argued, was incompatible with 


the dependence of the rural masses on the 
trinity of landowners, traders and money¬ 
lenders: 

Panchayatt raj has been introduced in such 
a background Without breaking antiquated 
economic institutions, we have sought to 
introduce a new social and economic order 
which seeks to liberate all individuals and 
create a society of equals. 

The revitalisation and democratisation of 
the panchayat system was one of the first 
initiatives taken by the left Front govern¬ 
ment in West Bengal after it was voted into 
office in 1977 It thereby made use of the 
panchayat legislation as it had been enacted 
in the previous .10 years, but gave it a new 
meaning by organising the contest, and the 
accountability, on the basts of party politics. 
At the same time, it accompanied the con¬ 
stitution of the new panchayats with a 
massive campaign of land redistribution and 
tenancy reforms which mutated the agrarian 
power structure. The necessity of land 
reforms indeed has been a consistent strand 
in Indian agricultural studies (Joshi 1975] 
and in the policy approach [Erankcl 1978, 
N Bandvopadhyaya 1988]. 7 he dominant 
themes underlying the pleas for land reforms 
have not only been considerations of social 
justice and efficiency, but also the strategic 
necessity of breaking the socio-political and 
economic semi-feudal power bloc of land- 
lords-cum-moncylenders. The position of 
the CPI(M) in respect of the second atm 
reads as follows. 

So long as local power is concentrated in the 
hands of the rural rich, so long will they en- 
jov the political clout and see to it that no 
developmental plan benefiting the rural pcioi 
is either conceived or accepted or imple¬ 
mented .. Unless this process is reversed pan¬ 
chayats do not have a chance to survive and 
flourish IMarkishcn Singh Surjeei. People's 
Democracy, 11.06 /V79). 

The West Bengal panchayat elections of 
June 4, 1978, Bhabam Sen Gupta observed, 
was deliberately mounted to break this 
stranglehold. It was one of the most massive 
electoral operations ever mounted and 
'unique’ in all aspects: 
lor the first time in this republic’s history, 
there was a keen Political eontest for the 
roots of power. It was art open, dcmocratic 
and peaceful contest.. Never in the history 
of Indian politics did a political party 
penetrate so deeply and methodically the an¬ 
cient fastness of the village (B Sen Cupur 
1979: 118 and 131]. 


Soon after the 1978 elections, the state 
government decided to extend th# functions 
and resource basis of the local elected 
bodies. Since then, the three levels of local 
administration—gram panchayat at the 
village level, the panchayat samiti at the 
block level and the zilla panshad at the 
district level—have played an increasingly 
important role. Their activities relate more 
and more to the planning of developmental 
and infrastructural works, especially after 
the state government in 1988 decided to 
make the panchayats directly responsible for 
various development works which were 
hitherto looked after by the respective 
departments from Writer*' Building at 
Calcutta. 

The elected leaders at the village, block 
and district level have therefore now a domi¬ 
nant say in earmarking the district plan 
funds, but also the funds which were earlier 
handled by the red-tape infected depart¬ 
ments in distant Calcutta. In addition, as 
elsewhere in India, resources are provided by 
the different national special programmes 
such as the IRDP, NREP and RLEGP. They 
have been assigned the responsibility for 
selecting the beneficiaries of the production 
loans schemes under the central IRDP, and 
for implementing the scheme in collabora¬ 
tion with the commercial banks 

ADVANCES IN AGK1CUI tliRE 

The ultimate assessment of the system of 
decentralisation of power has to be address¬ 
ed against the background of the overall 
economic development, particularly the 
development of agriculture. 

The decreasing farm sire, as a conse¬ 
quence of the allocation of small portions 
of land to the rural underclass, Sanjib 
Baruah has argued theoretically, necessarily 
means that the land reform process has been 
exhausted. Land reforms in West Bengal, in¬ 
stead of being a programme capable of 
bringing about a regime of viable peasant 
proprietorship, has amounted to “the de 
facto abandonment of the concern with 
viability” (Baruah 1990:143], 

The empirical evidence for such state¬ 
ments is, however, lacking. Detailed analysis 
shows that not only the pie has been enlarg¬ 
ed, but that it has been more equitably 
distributed as well |Lieten 1992). 

West Bengal over the last decade has 
witnessed a sustained growth in agrarian 
production and productivity. The increase. 
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illustrated in Graph 1 (Barddhaman), is fair¬ 
ly impressive, particularly during the recent 
period wher the state did not suffer the 
disastrous impact of floods and droughts. 

The policy of betting on “a little for 
everyone", as Baruah subtitles one of his 
paragraphs, if accompanied by supportive 
measures, can positively deliver the goods 
of agrarian development: after barely 15 
years of post-land reform agriculture, rice 
production had virtually doubled! 

The dramatic increase in production was 
hardly due to a change in physical factors 
(land endowment, irrigation), and therefore 
may be attributed to the changing political 
environment Both the increase in the supply 
of credit, minikits and fertilisers and the 
various measures to make sure that they 
reached the poor households as well, >n tom- 
bination with redistribution of land and 
security of tenancy can be isolated as the fac¬ 
tors behind the increase in productivity. 
Webster, who studied three villages in 
19T7-78, before the panchayat elections, and 
one village again 10 years later, noted the 
difference: 

In all the villages [in 1977 ] the allocation of 
loans and inputs from block level agencies 
favoured the economn.ally and politically 
Strong and their clients. These patron-clients 
relations clearly served to reproduce the 
structure of agrarian relations and the under¬ 
lying structures of exploitation...The struc¬ 
tural changes [in 1987 - 88 ] openly benefited 
the weak at the expense of the strong. The 
change might be marginal in economic terms 
but that did not detract from its political 
significance in challenging the status quo It 
mi openly seen as helping those at the base 
of the village it the expense of those above 
and this was important jWebster 1990186 
and 199]. 

Class and Management 

In its policy of wagering on poor and mid¬ 
dle peasants, unlike the policy of wagering 
on the strong which has been the practice 
of rural development programmes earlier 
and elsewhere, the LFC seems to have 
achieved two objectives at one go. a lair 
degree of development and a more equitable 
distribution of the fruits of development 
The debate is thus now whether it has also 
brought enfranchisement to the rural poor. 
From Webster’s statement it would appear 
that it has, but in his article, he repeatedly 
questions its full realisation. He argues that 
the further consolidation of political power 
has been achieved by a shift away from struc¬ 
tural reform towards mere development. In 
this shift, the LFG has brought development 
programmes and improvements to the villa¬ 
ges, but has avoided the danger of alienating 
the middle peasantry, and of further 
alienating a section of the rich peasants: “It 
is a change that has defused tensions in 
agrarian relations and directed activism in¬ 
to institutional works” [Webster 1990:206]. 
The goals have shifted away “from radical 
activism towards consensual politics”, and 
have increasingly become non-antagonistic. 


The significance of the panchayau snomo 
therefore be assessed as an institution which 
shifts politics from class to management' 
r he cut rent decentralisation ot development 
planning under panchayan raj is a crucial 
slep in this piocesS On Ihc one hand >t >eeks 
to create insniulions based upon popular 
participation m which those who previously 
excluded or marginalised can now assert their 
interests, but on the other hand the pan- 
chayals' principal function is the manage¬ 
ment of development programmes funded 
from above, whose overall nature is determin¬ 
ed at Ihc state or all-India level, and in which 
the panchayats’ role as initiators is limited 
to the proposal of specific works to which 
they attach priority within the framework ol 
these programmes [Webster 1990:206). 

The shift from ‘class struggle' to ‘institu¬ 
tional management’ not only means that the 
re-distribution of the surplus and of the 
means of production (further land reform 
measures) is removed from the political 
agenda It also entails the danger of the 
benefits being cornered by a select group, 
the politically organised minority, which, 
Webster adds, in objective class terms con¬ 
tinues to be different from the landless and 
marginal population, and which has a ten¬ 
dency to retain their seats in the panchayats. 
The holding on to power and the incarna¬ 
tion of bureaucratic procedures then rein¬ 
force their separation from those below 
whom they seek to serve. Kirsten Wester- 
gaard 11987. 109-110] has come to a similar 
conclusion: 

In lerms of ihe popular participation 
framework il may tic concluded that the poor 
are represented in ihe institutions of power, 
but by and large this representation has not 
resulted in any significant increase in their 
control over these institutions. Compared to 
the pre-Left Front, the changes set in motion 
as regards rural power structure are con¬ 
siderable. Certainly, the first steps necessary 
for a process of increased popular participa¬ 
tion have been taken. However, there are very 
few indications that the Left Front parties 


give priority to furthering this process. 
Olle Tornquist, in his rather uninformed 
but opinionated writings goes one step fur¬ 
ther Everywhere, he perceives a top-down 
approach by organisations which include the 
weak and poor peasants ("who are not en¬ 
trusted and empowered’’) but also middle 
peasants and petty landlords who have sus¬ 
tained their positions: 

Emphasis is more on representation and 
enlightened leadership than on the participa¬ 
tion or even consultation of those who are 
affected by various measures. Therefore it is 
a serious problem that very few of these who 
are elected are landless peasants and share¬ 
croppers [Tornquist 1991:68). 

The reading of the functioning of the pan¬ 
chayat system in West Bengal by Webster and 
Westergaard can be summarised as follows. 
On the positive side, it is recognised that the 
system has delivered the goods, and has con¬ 
tributed to the welfare and involvement of 
the economically and socially most disad¬ 
vantaged groups. On the negative side, it is 
argued that the system is tending towards 
emphasis on management, obliterating its 
mobilisation function, and that the system 
is being cornered by the political key men 
from rich and middle peasant stock. The 
latter point is also made by Ibmquist and 
Baruah. 

We intend to take on both negative asses¬ 
sments which thus seem to have received 
general acceptance The reference material has 
been obtained from an ongoing project on 
ihc functioning of the panchayats in Memari 
II block in Barddhaman district, and shall 
occasionally be supplemented with material 
from an earlier research stint in Muhammad 
Bazar block in Birbhum district [Lieten 
1988]. 

Barddhaman 

Barddhaman district, in terms of 
economic and social development, is a burly 
developed district. In the centre of West 
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Bengal, it extends in a pipe-shaped form 
from the extensive industrial and mining belt 
along the Durgapur-Asansol axis in the west 
to the rice-bowl of the state in the central 
and eastern parts. Barddhaman became the 
cradle of the green-revolution after it was 
chosen in 1962 as the pilot area for the new 
Intensive Agricultural District Programme 
[Francine R Frankel 1971: 157-90). 

Despite the combined blessings of nature 
and preferential access to technological in¬ 
puts, productivity increased only marginally 
between the mid-60s and the mid 70s. It was 
only after the ascent of the LFG in 1977 that 
yield figures started to climb sharply (see 
Graph 1). 

The mofussii town of Memari lies 30 kms 
east of Barddhaman on the main railway line 
which connects the major cities in northern 
and western India with Calcutta. Administ¬ 
ratively, Memari has been bifurcated into 
two development blocks. TWenty kilometres 
north of Memari, on the road crossing of the 
Barddhaman-Kalna road and (he Memari- 
Manteswar road, lies Satgachia, the market 
centre of Memari 11. 

Memari II is one of the 33 blocks in the 
district. The block is divided in 12 ‘onchals’ 
(panchayat sections) and counts approxi¬ 
mately 1,25,000 inhabitants. It is overwhelm¬ 
ingly rural and agricultural. In the past, as 
observed by Danda and Danda [1971] in a 
village 50 kilometres to the west of Men an, 
there were basically two groups: the ‘manib’ 
(master) and the ‘munish’ (dependent 
worker). The agrarian families were equally 
divided among the categories of peasant 
ownership, landless labour and bargadari. 
The dependence of the latter two categories 
on the bigger landowners till the mid-1960's 
was unmitigated. Their position was so 
vulnerable that efforts to organise them had 
largely failed [Frenkel 1971:177). 

The predominant position of the CPI(M) 
in Barddhaman has nevertheless been of 
long-standing. Unlike most other districts 
where the break came after the late 60s, 
Barddhaman already in the 1950s registered 
a majority vote for the left parties. In 
Memari, the electoral support base of the 
CPI has been extensive since the days of the 
*tebhaga’ movement. The high tide in CPI 
support continued after the 1964 party split, 
when the CPI(M) took over the mantle of 
the CPI, and was abruptly reversed in 1972. 

Rigging of elections in that year was fairly 
widespread, and even Field and Franda 
[1974:19], who otherwise take the results of 
the elections in the state at their face value, 
make an exception for Barddhaman. in 
Memari, CP1(M) votes dwindled from 
almost 40,000 to 11,000. An observer com¬ 
mented in EPW [March 25, 1972] that the 
results looked "mote like the product of ‘in- 
drojal’ (Jugglery) than indirajal (Indira 
charm or wave)”. With the next elections, in 
1977 after the overthrow of Indira Gandhi's 
authoritarian Emergency rule, the trend of 
a gradual shift towards the CP1(M) gets 
reimposed. Graph 2 illustrates how Congress 
has retained hardly one-third of the votes. 


Figure 3. Caste Composition oe Panchavats 



■and how the C PI(M) has continued to hold 
on to two-thirds of the electorate. 

Com pom i ion or Panchavats 

The electoral sysiem in India implies that 
for each seat only the candidate with the 
highest number of votes gets elected. The 
Congress party in Memari has hence realised 
that it has become pointless to participate 
in the panchayat elections. Many scats dur¬ 
ing the last election round for local bodies 
(in 1988) hence fell unopposed into the 
hands of CP1(M) candidates. 2 

Most observers, however, agree that the 
elections were as fair as elections in a 
politically sensitive state can be. Skirmishes 
in the villages in West Bengal occasionally 
do occur, but it is a far cry from the 
widespread violence in the early 1970’s. The 
semi-fascist tremors which Congress goon- 
das or hoodlums let loose over the coun¬ 
tryside is vividly recalled by practically all 
the panchayat members in’ Memari. 

Quite a number of them were actually 
driven into the fold of the CPI(M) by what 
unnerved and mauled them to the point of 
no-return during the yean after the rigged 
1972 elections. 

Many have a tale to tell about themselves: 
they were attacked in broad daylight in the 
bazaar area and were left behind struggling 
for life, they had to leave their village and 
go in hiding elsewhere, inside and outside 
the district, they lost cattle and houses, and 
court cases were lodged against them. Some 
of them had seen how a mother or a sister 
got raped, how an uncle or a brother were 
killed. Others were not directly affected but 
witnessed atrocities in the village They then 
deckled that they were finished with Con¬ 
gress. One of them was AH, who was then 
a school teacher and a middle peasant, and 


in class terms had nothing to gain from the 
communist party: 

Murder, arson and loot, that is what our 
village had been reduced to. A couple of 
years earlier, there had been an attempt at 
land reforms, and there had been tome ten¬ 
sion, but it remained within the bounds of 
decency and respect for the law. Then this 
all changed. The Congress people, led by the 
youth wing and the Chhatra Pari shad, in 
connivance with the police and the CRP, 
started organising resistance squads. They 
claimed to be stet to maintain peace, but they 
just went berserk. Our village was in the grip 
of goonda raj. 

Most of the members have joined the 
movement for other reasons though. They 
joined because, as they say, they were im¬ 
pressed by the party ideology of land 
reforms, justice and equality, and were 
directly influenced by the core leaden of the 
party. KM, an agricultural labourer of Santal 
origin, was a teenager at the time of the 
mayhem, but he remembers other things: 
We poor people were not the concern of the 
previous regime. Everything was dominated 
by the rich people. It was all high caste 
domination then. Wages were a pittance, and 
sometimes the pittance was not given. If you 
had a cow, it would get stolen, and if you 
complained they would slap a court case on 
you. The party leaders promised us mote 
work and higher wages, and land, land 1 
have not got. but forget about this; today we 
are not rich babus either, but the babus like 
Amitava and Basudev came to our houses, 
they shared water and food with us and they 
have given us (he feeling that we also; arc 
human beings. 

The family of MD did not suffer from 
caste oppression, and had sufficient land to 
live a reasonable life. When she was reading 
in class VI, i e, in 1968, the young girl while 
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returning home, was impressed by a land 
grab procession against a landlord who had 
seized the land of a poor peasant. The im¬ 
print on her girlish mind was so solid that 
by the time she had passed class VIII, she 
had converted her family into accepting 
something which was, and still is, very 
unusual: she fell in love with a party activist 
and got married in a civil court, without 
dowry. 

MD joined the party when the going was 
tough. So did MH, who joined the move¬ 
ment in 1962, long before the awards of 
power became attractive. The son of a 
religious but poor Muslim family, he soon 
after leaving school started reading the 
leaflets, and before long was himself secretly 
distributing leaflets and painting the walls 
with party slogans: 

It came from inside I belonged to a class 
which was deprived and being a member of 
that class, I felt we should join for more 
justice, and more equity. We knew it could 
be done, and we had to sacnf ice many things. 
MO and MH arc no exceptions, but there 
are also quite a few members who on the 
other hand had a smooth sailing since they 
did not face any of the hardships which the 
pre-1977 diehards went through. Some come 
from poor families, others from better-off 
families, and since they, especially the lat¬ 
ter, stand to benefit from good links with 
the party, opportunism may be involved. We 
shall return to this point later when we 
discuss the extent of rich peasant control 
Over the party and the panchayats. One 
aspect which bears on the later discussion, 
and also on the point to be taken up next, 
is the fact that probably close to one fourth 
of the panchayat members are not enrolled 
as party members, and are likely to have 
been nominated lor reasons other than 
reliability. 

In Barddhaman, and in Meiiiart, the party 
basis is at its strongest, both in popular sup¬ 
port and in organisational maturity. In its 
selection of members, one would therefore 
not expect difficulties in finding suitable and 
enduring candidates. But as many as 57 per 
cent of the membership of the panchayats 
has been elected for the first time in 1988, 
and only 22 per cent had been elected in 
three consecutive elections from 1978 on¬ 
wards. This datura sufficiently contradicts 
the claims raised earlier that members tend 
to hang on to the position of power. 

This rapid turnover reveals one of the 
pitfalls associated with government office, 
the more so when the cadres are freshly 
recruited. Around a fifth of the ex-panchayat 
members had not been renominated for 
reasons of bad functioning and corruption 
charges. Some members were simultaneously 
dropped from the panchayat and suspend¬ 
ed from party membership. 

The danger, even the reality of corruption, 
is something which many observers have 
paid attention to. It is, by ail accounts, much 
less widespread than it used to be, but it 
lingers on. Ibgether with its less tangible 
cousin, nepotism, it germinates dissatisfac¬ 


tion with the performance of the panchayat 
Enterprising young men, not old enough to 
be identified with the previous regime, can 
get close to the source of local power and 
finances. It goes, however, to the credit of 
the party that it does act against erring 
members either in the form of official cor¬ 
ruption charges or in the form of replace¬ 
ment of the sitting members. 

Socio Economic Background 

The many schemes which the three-tier 
elected bodies are supposed to execute could 
go awry for many reasons. One reason which 
has often been noted is that the bodies are 
dominated by landlords and village elders 
who want to maintain the old established 
ideological and economic order. In West 
Bengal, this problem is supposed to have 
been overcome, but doubts linger on as to 
whether the rich peasants as a class have 
really abandoned the field. 

In the quotes reproduced in an earlier sec¬ 
tion, the apprehension has been expressed 
that the poor peasants and agricultural 
labourers have not been able to wrest the in¬ 
stitutions from the control of the landed and 
high-caste families. Many rich peasants and 
landlords are suspected of having trimmed 
their sails to the wind. 

Such a development would be reasonable 
to expect particularly in a district like Bard¬ 
dhaman, with its strong rich peasants base. 
In the next sections we shall examine 
whether this is the case. We shall first look 
at the composition of the panchayats in 
terms of gender, caste and class, and then 
briefly deal with the tricky question of 
power. 

One of the positive effects of an eman¬ 
cipatory policy would be the increasing 
visibility of those groups who hitherto had 
not been expected to enter the public arena 
On equal terms. The public arena in the past 
has been dominated by the male bhodrolok 
segment. In comparison, in terms of the en¬ 
try of women and SC/ST, the record of the 
left front is rather unsatisfactory in respect 
of the former and highly successful in 
respect of the latter. 

GENDER 

West-Bengal does tiave a low participation 
of women in public iife. Only 6.2 per cent 
of the women are supposed to be active in 
the out-house workforce, a percentage which 
is significantly below the 16 per cent all- 
India average 1 The low participation rate is 
reflected in the paltry representation in the 
panchayats: of the 141 members of the gram 
panchayat, only seven were female 

The lack of suitable candidates and the 
unwillingness of women, or their family, 
may not fully explain for this dismal perfor¬ 
mance Their lack of education and political 
consciousness is cited by many, also by 
women members themselves, as a reason for 
not nominating women. Others argue that 
women are so much overburdened by the 
chores at home thit no time remains for 


public activities. This awareness, however, 
does not motivate most of the male members 
to take a substantial share in the household 
work. 

SH, a young Santa! agricultural labourer, 
is appreciative of the work done by the 
women members, but has serious doubts 
about his own wife coming to the forefront: 
The problem is more acute in the high-caste 
families, where you find educated women, 
but they are all tied down to the households 
and will only rarely be sent to work outside. 
In our adivasi families, the men do contribute 
to the work in the housework, but certain 
crucial things like cooking and cleaning is 
still reserved for the women. I can't see myself 
doing it. In our panchayat, we have two 
female members, one Santa! and one Bagdi, 
and it is only because their husbands are 
helping them, that they have been able to par¬ 
ticipate in politics. Their work is certainly as 
good as that of the male members, and we 
should have more of them. 

A male-dominated society, that is how 
most of the members explain the invisibility 
of women, but quite a few take it rather com¬ 
plaisant. They have never thought of moti¬ 
vating their spouses to take part in public 
activities or of sharing some of the house¬ 
hold work. This attitude, in its extreme form, 
is expressed by CS. A Santal like SH, but 
not a party man, he would not like to change 
(he division of labour: 

The males are doing hard labour, and when 
I return home, I feel too tired to help her. 
Moreover, her contribution in the panchayat 
would be much less than that of man. 

An even stricter conviction is expressed by 
the pious AA, a ‘madrasha' teacher and the 
owner of two tractors: 

They have asked me io have a seat in ;he 
council, but I hardly attend the meetings and 
cannot tell you how the women in the pan¬ 
chayat perform. I am a pious Muslim, and 
I must accept 'pordah' for our women folk. 
It would be against our religion if they would 
go and attend meetings 
Such talk is anathema to most of the party 
members, particulary the more seasoned 
ones. MH, also a Muslim, in his third term 
as panchayat member comments: 

This has nothing to do with religion. It is ail 
purushtantrik’ which is there everywhere. 
Women have been treated as slaves by 
Muslims, by brahmins, by Santal, by chamars, 
by sadgopes, and till recently they did not 
have a voice and were backward, and ob¬ 
viously when they enter into an organisation 
they usually are not yet as good as the male 
members. But once the social bar of treating 
them only as a housewife is overcome, then 
they can turn out to work better than males. 
This work is going on. Don’t forget that until 
recently we didn’t have’any of them. 

The pany secretary of the block does not 
discount the religious factor, but singles out 
the continuing paternalistic mentality as the 
basic cause. He is aware of the need to in¬ 
volve more women. In his own panchayat 
three women have been selected, and in the 
next elections, he hopes to bring in a few 
more women. 
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Such a step should not be difficult, for 
three reasons. In the first place, as in the 
past, many of the sitting members will be 
replaced. In the second place, since they do 
not encounter much of an opposition at the 
hustings, less experienced candidates could 
be given a chance. In the third place, during 
the last year, many women have come for¬ 
ward as skilful organisers in the mass 
literacy programme. 

The sitting female members in any case 
have shown that women can stand their 
ground. If given a chance to prove them¬ 
selves, they do stand up. In one case, the 
female member, SB, gave an unassertive and 
shy impression. She, however, turned asser¬ 
tive after I had suggested that a timid per¬ 
son like herself could not really look after 
the interests of the village and the demands 
of the women: "Of course’’, she said, “in the 
panchayats and elsewhere I do stand up. If 
1 do not speak up. who will?” 

The women generally regret that the party 
has not been able to break the strictures of 
the male-dominated society. There have been 
some campaigns, like the movement against 
drinking, with some success, and the family 
planning drive, with much more success. 
Agricultural wage rates for men and women 
have been equalised. The movement against 
dowry, however, did not have much impact. 
The female members themselves agree that 
particularly women, for various reasons ..re 
opposed to its eradication but that the pan- 
chayat should be more concerned and 
should organise a concerted drive. One of 
these female members is MD Married to a 
party wholetimer she has to look after the 
I.S acres of land, attend the meetings of the 
panchayats, take literacy classes, cure small 
illnesses and injuries in the village, settle 
family quarrels, and organise the women in 
the Mohila Somiti: 

1 don’t deny that the work is sirenuous. The 
women generally are still backward (pilche), 
and there are so many family constraints. 
There are the children and the cattle to look 
after, and the danger of scandalmongering 
when women move around, but my experi¬ 
ence is that women are very much interested. 
They have been working very hard from 
behind, and when given a task, they feel very 
concerned. In the. literacy campaign, they 
took on the major brunt of the work, and 
the attendance of women also was much bet¬ 
ter compared to the men. Much has chang¬ 
ed in the minds of the more conscious peo¬ 
ple. I don’t think that there is really much 
opposition from the male members, but 
rather from the ‘protha’ (custom), and that 
is something which will take time But real¬ 
ly, much more concentrated attention is 
necessary: kikikaj kora utcfnl (so much 
remains to be done). 

Caste 

The problem with gender visibility 
resembles the problem of caste visibility. 
Earlier, since the formation of the panchayat 
system in the late 1950s, the lower castes and 
iribals only had a symbolic representation 
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The contention then was between (he zemin¬ 
dars and the rich sadgope peasants. The 
bagdis, bauris, domes and santals were ca¬ 
joled into supporting one of the fractions, 
but, as one of them told A and D Danda 
{1971:52], the portent of the panchayati raj 
was obvious: “At least we can put our 
grievances before the public Until the 
introduction of the panchayati raj system no 
one cared to know whether we had anything 
to say?’ 

From 1978 onwards, they could say it in 
the panchayat body ifself on more than a 
token basis. They, however, were still very 
much underrepresented. Of the 10 elected 
Congress members nine were still of 
bhodrolok origin, and also the CPi(M) still 
had more than three times as many high caste 
as low caste and tribal member^ In 
consecutive elections the ratio changed 
dramatically. Of the members who were 
elected on the CPI(M) ticket in 1988, 12 were 
brahmin, 22 kayastha and 41 SC/ST. The 
presence of the latter members in the new 
bodies is more or less a mirror reflection of 
their share in the total population. 

The progress in comparison with the 
earlier bodies is remarkable, as graph 3 
clearly illustrates. 4 It is, as summarised by 
some of the elder members, a ’ashman 
jamin' (heaven and earth) difference 

Since Congress had only a few members 
elected in the three elections, it is difficult 
to ascribe the growing visibility of lower 
caste members to the policies of the CPI(M) 
on the basis of the panchayats in Memari 
II. On the basis of data from another study, 
in Birbhum district, we, however, can reach 
such a conclusion. The increasing share of 
SC/ST members in consecutive elections in 
Birbhum to a great extent was indeed due 
to the higher number of CPI(M) candidates 
as opposed to INC candidates being elected 
It also turned out tfust ihe INC in iht later 


election rounds was engaged in an interesting 
catching-up process by introducing more 
non bhodrolok candidates. They still appear 
to be parties dominated by the upper and 
middle castes.' In contrast, the CPI(M) ap¬ 
pears to be non-discriminatory in terms of 
caste. 

Class and Power 

In a revolutionary shift, caste as been 
significantly bereft of its stigmatic and 
discriminatory meaning. Although it may 
not be the only factor, the prominent posi¬ 
tion in village politics of people who were 
hitherto considered chhotolok (small 
people), has institutionalised the ongoing 
disintegration of the traditional hierarchy. 
This factum is a good indication of the 
ongoing process of enfranchisement. 

Assigning the breakdown of the caste 
hierarchy to the working of the panchayat 
system would be straining the argument At 
work has been a cumulative causation which 
already had led to the weakening of the caste 
factor. The high visibility of SC/ST can¬ 
didates on the CPI(M) panels rather reflects 
the class character of the parties than their 
caste character. 

At the level of elected village bodies one 
would expect a communist party to have a 
high percentage of agricultural labourers and 
poor peasants. This indeed, unlike what has 
been suggested by Herring, Ibrnquist and 
Webster, is the case. In Thble 1, we have 
classified the members according to their 
occupation. Members have been assumed 
to be occupied in the family occupation 
although some of them were not economical¬ 
ly active, especially in the case of women and 
of quite a few young activists. The dividing 
line of 2.5 acres and 7.5 acres for dividing 
small, middle and big peasants has been pro¬ 
perly adjusted with other endowments, sub- 
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sidiary occupation and family size. 6 

As many as 45 per cent of the CPI(M) 
members belong to agricultural labour/small 
peasant families. Middle peasants and 
people running a small business represent a 
further 25 per cent. Together with salaried 
employees (e g in a co-operative society) 
from among similar families, the percentage 
adds up to approximately 75 per cent 
(see Tfcble 1). 

The aggregate figures of an earlier study, 
baaed on a representative sample of 100 pan 
chayata, suggest that agricultural labourers 
in 1978 only accounted for less than five per 
cent of the membership [Economic Review 
1980-81: 20-21]. Although we do not have 
comparative figures for the previous elec¬ 
tions in Memari, we assume that, thanks to 
a conscious intervention, as id the case of 
c as te , the low-class membership with 22 per 
cent agricultural labourers and 21 per cent 
small peasants and artisans is on the 
increase 

The results from the Memari survey are 
comparable with the results obtained earlier 
in Btrbhum. In the latter case, a comparison 
could be made with many Congress and For¬ 
ward Bloc candidates contending for a seat. 
Most of the big traders and rich peasants 
who ventured into the election process in 
that area still preferred Congress. They ac¬ 
counted for 44 per cent of the INC can¬ 
didates, including the biggest landowners of 
the area. The representation of agricultural 
labourers, bargadars and small peasants 
among INC candidates was considerably 
lower, but even then with a share of 32 per 
cent, in contrast with the CPl(M)’s 57 per 
cent not too bad either. A significant number 
of landless and near-landless villagers thus 
appear to have been given tickets by Con¬ 
gress as well, possibly in a catching-up 
process as has been noticed in the case of 
caste [Lieten 1988]. 

Representation and Control 

More and more representatives from 
among the poorer sections have made it into 
the panchayats. Even then Westergaard may 
be correct in her assessment, quoted earlier, 
that “by and large this representation has not 
resulted in any significant inctcase in their 
control over these institutions”. 

The provision of full enfranchisement to 
the poor villagers has been one of the major 
verbal commitments of the CPl(M) leader¬ 
ship, if not the main one. In a speech as 
the minister of revenue and land reform, 
Harekrishna Konar in 1969 (old the West 
Bengal legislative assembly: 

We cannot give anything to millions of the 
toiling people of the villages, nor can we give 
them money for food, loan, etc, but one thing 
we can give them and that is their sense of 
humanity and consciousness for struggle 
[Konar 1971 113] 

In exploring this relationship of power, we 
realise that we are skating on thin ice: the 
actual decision-making processes are tied up 
with so many vaitables which require an 


intimate and protracted acquaintance with 
official and non-official proceedings. It is 
clear that, although not all CP1(M) can¬ 
didates arc party members, substantial deci¬ 
sions are made at the level of the parly. 
Many of these decisions may be handed 
down from state to district and then to block 
level. The members of the lowest units, the 
local branches, may then not be in a posi¬ 
tion to challenge the directives, at least not 
till the next party conference. Some of these 
directives, e g, the barga registration drive 
and recently- the mass literacy campaign, 
may be altogether in tune with the interests 
of the poorest villagers. Other general direc¬ 
tives, like the hold on more radical land 
reforms, may be less so. Many other pqjicy 
decisions, however, are taken at the local 
level, and at that level one could try lo look 
for an answer to the tricky question of full 
enfranchisement. 

Another problem lies in the pitfall in 
which one easily can get ensnared. The 
assumption is often made that leaders from 
a particular class necessarily represent that 
class. A rich peasant prodhan is therefore 
necessarily seen as looking after rich pea¬ 
sant interests and obstructing the further 
mobilisation of, for example, agricultural 
labourers. In any case, rich peasants do not 
hold important positions. Of the nine pro- 
dhans, seven are middle peasant and/or 
teacher, and one each is of small peasant and 
rich peasant stock. In terms of caste, there 
could be more reason for concern: four 
brahmins, one kayastha, two sadgopes, two 
Muslims, all males, and not a single SC/ST. 

Although none of the SC /ST members 
occupy important positions in the pan- 
chayat, they prefer not to attribute this to 
high caste or rich peasant control. BD, a 
poor karmakai, in his second term as 
member and active in the school commit¬ 
tee, the health committee, the cultural club, 
and the Kisan Sabha, knows the difficulties 
involved: “leadership and running an 
administration are difficult matters. To hold 
an important position and give leadership, 
one needs some basic education.” This posi¬ 
tion is echoed by MT, a small sharecropper, 
who recently, together with many other 
santals, has learned to read and write: 

Most of our own people lack in education 
and many also in political consciousness. For 
this reason, we had to depend very much on 
the leadership of persons coming from the 
more educated families. Moreover, generally, 
they have more time to spare. Foi the poor 
people it is impossible to spend so much time 
on party activities and panchayai work. I 
have got only my evenings left. And then I 
am tired, (hat is a fact. But then, the middle 
peasants do not dominate us. There is 
democracy here people know thetr rights, 
and if necessary, the rich peasants will be 
thrown out of the party. Yes, the pradhan is 
one of them, but it does not mean that they 
are in control If they would not look after 
the poor people, they would soon lose their 
position. 


Dissatisfaction with the low-level position 
of agricultural labourers and small peasants 
is actually more frequently aired by middle 
and rich peasants themselves. A number of 
them are not satisfied with the organisa¬ 
tional effort on behalf of the party to raise 
the consciousness and administrative 
capabilities of the poorer sections. SG, a 
brahmin, owns 12 acres of land which he has 
given on ‘barga’ cultivation. He has been 
politically active since the early 1950s and 
now, as prodhan and busy in the sporting 
club, rural library and school committee, 
devotes all his time to public life: 

I have seen the tremendous ptogress, but 1 
am not blind. We still suffer from a lack of 
mature village leadership The leadership is 
still too often in the hands of the middle 
classes, and if we really want to turn society 
upside down, then the proletariat has to take 
over the reigns. The party, despite all its 
achievements, has been rather weak in 
spreading education and consciousness, but 
you must remember that so much time gets 
eaten up by the work in the various institu¬ 
tions, like the panchayat. This also has to be 
done if we want to serve the people. 

A dilemma obviously exists between the 
requirements of the work in the panchayats 
and the empowerment of the village poor. 
The panchayats are state institutions, in 
terms of resources to a certain degree super¬ 
vised by the department of rural develop¬ 
ment in New Delhi. Many of the procedures 
are strapped in red tape, and are open to 
lobbying and arbitrary decisions. Some 
degree of arbitrariness may persist in all 
societies, and the question is therefore 
whether an endeavour is made to contain it. 

The few Congress members argue that 
their proposals do not count and that only 
people with close links with the CPI(M) 
leadership get nominated for subsidised 
loans and special benefits. The Marxist 
members on the other hand hold that deci¬ 
sions are generally taken democratically and 
that corruption has been stopped. 

Allegations about corruption and 
nepotism are bound to crop up in political 
altercations, particularly under conditions 
of paucity of funds. This is usually the rep¬ 
ly by the CPl(M>-supported members. 
Generally, on the basis of a limited numher 
of observations, the reply is not convincing 
enough but sounds valid. An important cor¬ 
rective instrument, they claim, are the 


Table : Occupational Distribution of 
Panchayat Members 


Occupation 

CPI(M) Others 

Agricultural labour 

30 

1 

Shareciopper, small 
peasant and artisan 

30 


Middle peasant (2.5-7 5 acres) 


and small business 

33 

1 

Big peasant and big 
business 

13 

3 

Teachers and piofessionats 

20 

1 

Service 

9 


Total 

135 

6 
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compulsory bi-annual meetings of the gram 
sabha. i e, the village assembly at the level 
of each village constituency. 

As per the amended Panchayat Act 1973, 
sections I6A and I7A added in 1984, the 
budget and the working plan for the next 
year as well the works accomplished, the 
report on the audit of the accounts and the 
list of beneficiaries are to be presented to 
the gram sabha meetings to which all the 
people in the constituency are invited “by 
beat of drums as widely as possible". 

At these meetings, which are widely at¬ 
tended, it would be possible for political 
adversaries as well as for disgruntled sym 
pathisets of the party in power, to raise 
specific issues of corruption and improper 
patronage, for example on the basis of the 
list of beneficiaries or the outlays involved 
in specific works. For the opposition it could 
offer a public arena for direct confrontation, 
for firing the flames of discontent and for 
re-directing the priorities. The CPI(M) 
members have to remain attentive to this 
democratic counter-chcck, but in view of 
their seemingly unassailable dominance need 
not necessarily do so. This could explain the 
fact that Congress still maintains a con¬ 
siderable hold over the electorate. 

The gram sabha meetings have an impor¬ 
tant democratic function, but they do not 
make policy. They form a forum for eliciting 
opinions about proposals for major wi.ks 
to be undertaken by the panchayats, but the 
decisions are prepared by the local party 
committee and the gram committee. The 
gram committee again is an innovation with 
a tremendous democratic potentiality. In 
each gram, 15 people are selected to sit on 
the committee and to monitor the local pro¬ 
blems and the allocation ot loans and sub¬ 
sidised inputs. Congress members complain 
that the committees are stuffed with party 
people, and that their suggestions do not 
count. NJ, a teacher in his early 40s agrees 
that arbitrariness does occur, but rejects the 
accusation that it is a unilateral paity affair. 
He himself is the son of an important Con¬ 
gress leader, but he joined the Marxist 
student organisation while studying at the 
university in the late 1960s, and only recently 
was admitted as a candidate member of the 
party: 

Here party affiliation is not the major fac¬ 
tor. At the gram sabha meetings, names for 
the beneficiaries committee can be proposed 
and usually they will be accepted on one con¬ 
dition: they should think for the welfare of 
the village and they should be clean in lhe<r 
dealings. It includes a cross section ot the 
villagers. I only regret that even some goon- 
das of the Congress regime have been given 
a place. Of course, we have a majority, bui 
when we distribute subsidised inputs, we look 
in the first place at who are the needy people 
A person may be of a different party, but at 
the same lime, if he is needy we shall give 
it to him without hesitation 
At (he gram sabha meetings, members are 
informed of the demands of the villagers 
These demands are rather conservative. They 


usually relate to roads, electricity, irrigation 
and loans. Alternative, innovative initiatives 
like the establishment of co-operatives and 
the launching of rural industries are usually 
not forthcoming. Opposition members and 
occasionally also CPI(M) cadres express 
dissatisfaction about omissions and wrong 
priorities, but they see the importance of the 
panchayat administration in yet another 
field, namely, in the increasing access of the 
poorest section of society to the public space. 

Conclusion 

The assumption that rich peasants still 
dominate rural politics and institutions has 
been dealt with on the basis of detailed 
information from one block in Barddhaman 
district. The district, more than any other 
district in West Bengal, in the past has been 
known for the dominant position of rich 
peasants and for the distinct class cleavage. 

The survey mdu ates that I he character of 
the public space has changed and as such 
confirms the picture which resulted from an 
earlier survey tn Birbhum [Lietcrf 1988). 
Poor peasants and agricultural labourers, 
and therefore aiso the scheduled castes and 
scheduled tribes, have very much tome to 
the forefront in the public arena. Il is a shift 
which continues to operate, and there is 
therefore much basis to conclude that the 
CI’I(M) is activelv and consciouslv furthet 
mg the process. Although a similar shift in 
gender visibility is less explicit, there ate 
indications that it may mateiiabse m the next 
round of elections 

Underlying the shift have been the con 
centrated effort at the political level, and a 
distinct growth in productivity in a modified 


agrarian context. 

Enfranchisement involves a continuing 
economic, political and social process in 
favour of hitherto marginalised and/or 
suppressed groups. The antiquated hold of 
landlords and rich peasants on rural politics 
and economics has been breached and a 
reasonably democratic institutions has been 
put in place. 

The institution, the panchayat, is possibly 
not a modern edition of the Greek 'demos’ 
(which anyway excluded the majority of the 
people). The 'gram sabha’ comes somewhat 
closer to the exalted example of the ‘demos' 
since it ideally involves all the adult people 
in the village. The extent to which the ideal 
is being realised has to be further in¬ 
vestigated, but it seems that the attempt to 
involve all and sundry is on. The attempt is 
undertaken by village leaders who, in the 
new post-land reform context, appear to 
have shifted ‘from radical activism to con¬ 
sensual politics', but they have steered clear 
of a ‘narrow management notion’. The con¬ 
clusion of Webster and others that this has 
been accompanied with a shift from ‘class’ 
to ‘non-antagomstic institutional manage¬ 
ment’ dives not follow from the observations 
wc have made in one area in Barddhaman. 

Notes 

[The information is based on an ongoing study 
in West Bengal and Uttar Pradesh financed by 
the Iwlo Dutch Programme on Alternatives in 
Development (1DPAD) IAPAD is not respon¬ 
sible fot other the argument or the conclusions 
reached in the article The author wishes to 
thank the Centre for Anthropology and 
Sociology of the University of Amsterdam for 
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in stimulative support and for the sabbatica 1 
year. The assistance of Arindam Dasgupta dur¬ 
ing (he field work has been highly appreciated.] 

1 On the panchayat system and in historical 
genesis, see Ashok Mukhopadhyaya, The 
Panchayat Administration in West Bengal. 
Calcutta 1977, and Subrata Kumar 
Mukhcrjce, Local Self-Government in West 
Bengal. Calcutta 1974. 

2 This was more often than not the case in 
strong support districts like Barddhaman, 
Bankura, and Hooghly where the CPI(M) 
romped home with four-fifths of the pan- 
chayat seats. In other districts also the 
party achieved a majority in most of the 
panchayats. 

J Government of West Bengal, Economic 
Review 1987-88 Statistical Appendix, 
Calcutta 1988: 6. 

4 The Hindu castes have been divided into 
two groups: on the one hand the brahmins 
and the original sauudras, and on the other 
hand the other jolchol (water worthy) 
castes, known as the navashakas (the nine 
trading and artisan castes), represented 
mainly by Mondal, Pal, Ghosh and 
Karmakar. The unclean castes are mainly 
Saha, and the ‘untouchable’ castes mainly 
bagdi and chamar. The scheduled tribes are 
almost exclusively sanutl. See N K Dun, 
Origin and Growth of Caste in India, 
Volume II, Caste in Bengal. Calcutta 1965, 
p 114. 

5 From the 1978 election in Md Bazar in 
Birbhum, the INC emerged with only two 
successful SC/ST candidates but with 9 
bfahmin/kayastha and 13 other Hindu 
navashaka caste candidates, mainly sodgope 
(Mondals), the dominant peasant caste. 
During the next election, there was a 
remarkable increase in the nomination of 
the SC/ST candidates and it went further 
up to 31 out of 107 in 1988. Neither the INC 
nor the Forward Bloc as yet have, however, 
fully caught up with the per formance of the 
CPI(M) which fielded approximately half 
of its candidates from the SC/ST group 
ILieten 1988]. 

6 A member of a nuclear family with l acres 
of land, a pumpset and half a dozen cows 
has been appropriately classified as middle 
peasant. On the other hand, a member ot 
a large joint family with 3 acres without 
irrigation facilities has been classified as 
poor peasant Such a qualification ha, also 
been made for agricultural labourers with 
some marginal land as owners or tenants. 
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I welcome Ravindra H Dholakia's note 
|Dholakia 1992]. The topic is very impor¬ 
tant as it touches the lives of millions par¬ 
ticularly in developing countries. It deserves 
an open debate. The thrust of this rejoinder 
does not diminish my appreciation of 
Dholakia's effort to critically examine my 
paper. Below I shall address his comments, 
and, in the process, elaborate some of the 
points that were not evidently made very 
clear in Sau [1992]. 

As the leitmotif of what follows I would 
like to mention two things. First, the theory 
and econometrics of demand for money is 
one of the richest and fastest growing in¬ 
dustries in our profession around the world, 
India included. In the pages of this weekly 
during the last three years, for example, a 
number of elaborate stiidias on this theme 
had been reported. At least two of those were 
concerned precisely with modelling to test 
the validity of the monetary approach to the 
balance of payments (MABOP, for short) 
in the Indian context. Second, economists 
on the staff of the Fund are duly aware of 
the incompleteness of the MABOP as a 
policy model; they know it is just an “ap¬ 
proach” They themselves are etperimenting 
with alternative combinations of the 
MABOP on the one hand, and respectively, 
neo-classical, Keynesian, or post-Keynesian 
structures on the other. This procedure of 
merging models is not my innovation. The 
essence of the contribution of Sau [1992] is 
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that some of the said combinations may pro¬ 
duce a compound wherein the central 
theorem of MABOP might disappear at the 
end. It will transpire below that Dholakia 
fully endorse my view—I am sure he will 
startle to hear this. 


I shall begin with the major area where 
there is perfect agreement between us. I am 
glad to find that Dholakia neatly reconfirms 
a decisive step in my argument. He concedes 
that once direct foreign investment is 
brought into the IMF model, even without 
any specific assumption about its import 
content, “the partial derivative (with 
reference to AD] of the equilibrium solution 
for the change in net foreign assets of the 
banking system (AR) could be positive or 
negative”, depending upon the values of the 
structural parameters. He goes on to add: 
“Whether Sau's (1992) modification to the 
import demand function is considered or 
not, the relative magnitudes of the same two 
parameters—b and v—are critical in deciding 
the ;ign of the derivative and hence in 
corroborating or challenging the central 
theorem of the IMFs approach to BOP’ In¬ 
deed, this is essentially the basic point of my 
essay also! My other propositions duly 
follow from it. 

In fact the Dholakia formulation is 
stronger than mine which I had derived by 
assuming, for greater sharpness of focus, 
higher import intensity of direct foreign 
investment in comparison with domestic 
investment. Dholakia, however, does not 
realise the full implication of his own con¬ 
clusion to the effect that the central theorem 
of MABOP can get overturned in a com¬ 
pleted policy model which started out with 
the basic equation of the MABOP. It follows 
that the MABOP may be an unreliable guide 
to performance criteria; that the route to 
stabilisation is not unique; and that (he IMF 
need not commit itself to a single model lor 
all occasions. Construction of the model 
itself should be placed on the agenda 
Indeed, as 1 mentioned earlier, staff 
economists at the IMF are researching ex¬ 
actly on these lines. 

I could have stopped here saying thai ihe 
rest of Dholakia’s note is a matter of minor 
details, and, hence, of secondary impor¬ 
tance But as an author I should attend each 
query of an esteemed reader. H owever, I have 
to skip some of his trivial quibbhngs and 
mistakes. So I proceed. 

Dholakia writes. "It is surprising that Sau 
[!992f does not attempt to estimate ihe 
values of b and v which represent interest 
elasticity of domestic and foreign investment 
respectively!’ To me this very commeni 
comes as a surprise. For nowhere did I say 
that I was going to estimate these two si rue 
turn! parameters which appear in my simui 
taneous equation system. Nor is it necessary 
for my argument to estimate them either. 

We shall now come to several relatively 
minor items. We know, the demand for 
money occupies a vital place in the IMF 
model. 1b quote IMF (1987: 14]: “The whole 
exercise involves mainly the manipulation of 
balance sheet relationships, with the demand 


for money being the only behavioural rela¬ 
tionship to enter the picture. The demand 
for money, therefore, becomes a critical rela¬ 
tionship in the analysis... the demand for 
money must bear a predictable relationship 
to a limited set of variables” (emphasis 
added). 

Vfc know, the world over, literally thousands 
of scholars have tried to estimate demand 
functions for money. In many a case, money 
demand functions have been found to be 
statistically acceptable, and at least as stable 
as, say, consumption or investment func¬ 
tions. A host of fundamental questions have 
been asked relating lo the endogeneity or ex¬ 
ogeneity of money supply, the simultaneous 
equations bias, the direction of Granger- 
Sims causation, spurious correlation, co- 
mtcgration of variables, and soon. Some of 
those still remain unsettled; see Miller (1991] 
and the references cited there. In the pages 
of EPW we have seen brilliant works on the 
demand equation for money: for example, 
Balakrishnan [1990], Kannan (1990a, b), 
Raghavan and Saggar [1989], and Rangara- 
jan and Arif [1990]. There are many others. 
It was not my ambition to add to this 
treasure of econometrics. 

Alter reading Dholakia [1992] I went back 
to check my demand for money. I turned the 
pages of my old copy of the work of an emi¬ 
nent authority, S B Gupta. “On the basis of 
statistical criteria currently in vogue”, says 
Gupta (1979: 28], “the following tentative 
conclusions about the demand for money in 
India may be drawn from the above-men¬ 
tioned fixed-coefficient regression equation: 

I that the demand for money in India is 
highly stable ” On re-reading my paper for 
the present purpose it seems to me that 1 was 
not worried about the statistical stability or 
otherwise of the money demand function in 
some historical past of India, or any other 
country for that matter. What 1 wrote 
sounds more like raising a Lucas-critique. 
Whether or not the money demand function 
was stable in the past is not the issue. The 
basic question is whether or not the demand 
toi money bears “a predictable relationship 
to a limited set of variables” when a 
stabilisation programme gets under way. Of 
course, we have to go by the evidence of the 
past. “But we must remember that during 
all these years |from 1970-71 to 1988-89 in 
indiaj there was strict foreign exchange con¬ 
trol; the residents could hardly optimise their 
money balance with dollars, yen, mark, and 
pound sterling” (Sau 1992:53)]. With this 
observation I expressed doubt that an equa¬ 
tion estimated with historical data might not 
carry over a profound regime change such 
as from strict foreign exchange control to 
tree trade and flexible exchange rate that 
often accompanies stabilisation programme 
recommended bv the IMF. 

However, this problem has not detained 
me; Ihe core, theoretical part of the paper 
precedes its excursion into econometrics. I 
was interested in assessing the IMF model 
on its own turf, and since the money demand 
equation is essential for the model I would 
grant the existence of a stable money de¬ 
mand I unction, ai least for the sake of argu¬ 


ment. Without this, one cannot have • 
dialogue with the IMF model. Dholakia is 
free to question the presumed stability of t|>j 
function in the past; I would not bother 
about it. What really intrigues me is how ft 
would be when rupee is fully convertible But 
that is a separate question. 

Now a comic relief. Dholakia writes about 
me: “he does not report the Durbin-Watson 
(D-W) statistic for the demand for money 
(L) and import demand (M) equations 
presumably because even at 1 per cent level 
of significance the hypothesis of no autocor¬ 
relation cquld not be accepted for thcae 
equations!’’ (emphasis added). Of course, 
Dholakia’s “presumption” is preposterous. 
I did not compute these statistics as I 
thought they were not worth the trouble, 
given the problematic of the essay. The data 
are easily available to him; instead of a 
presumption he can easily compute the 
statistic and announce the result. 

As lor the third estimated equation, I have 
said that the coefficient of AD “has a rather 
high standard error rendering it statistically 
non significant” [Sau 1992: 533]. From this 
Dholakia infers: “The implication of this 
finding that AD and AY are linearly in¬ 
dependent is what supports the basic assum- 
puon (sic) underlying the central theorem 
of the moneiary approach to balance of pay¬ 
ments and hence of the IMF’s financial pro¬ 
gramming" I am afraid I do not understand 
his syllogism Even then let me venture the 
following Strictly speaking, at one level, the 
MABOP assumes full employment, that is, 
by its very assumption AY = O. Does 
Dholakia mean to say that the statistical 
non-significance of the coefficient of AD 
proves that there is full employment in 
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India? I must admit that I cannot respond 
to his comment any further unless he ela¬ 
borates specifically which bask assumptions 
of the MABOP he has in mind in this 
context. 

Now a word about model construction. 
To repeat, research by IMF staff economists 
On the theory and p.actice of stabilisation 
is following the line of merging the basic 
equation of the MABOP approach with 
respectively neo-classical, Keynesian, and 
post-Keynesian open economy models where 
the exchange rate also is a policy instrument 
[Khan and Montiel 1989, Khan, Montiel and 
Haque 1990, Montiel 1985, Reinhart 1991]. 
Perhaps Dholakia has forgotten this part of 
economics; otherwise he would not have 
called such a method "an absurd route'’. 1 
find some of the above-mentioned exercises 
very interesting. But Dholakia is entitled to 
.have his opinion, however misinformed it 
might be. 

TVuc, the IMF model can be evaluated on 
several alternative planes. For instance, one 
can think of even modifying the institutional 
set-up such as moving from the traditional 
wage system to profit sharing with workers, 
a scheme that has been suggested in another 
context as a way out of stagflation 
{Weitzman 1984). Elsewhere (Sau 1991] I 
have shown that, given the objective of ex¬ 
port promotion, profit sharing as a mode 
of distribution can be a superior alternative 
to devaluation, which is often insisted upon 
by (he IMF. Sau [1991] belongs to the 
category of transcendent critique of the IMF 
model. If Dholakia wishes to develop his 
own approach as he seems to be doing in 
the last few paragraphs of his note 1 have 
certainly no objection. He is perfectly at 
liberty to do so. Yet 1 feel inclined to make 
a few remarks as I suspect an element of 
confusion in his presentation. 


gramme", which consists of two parts, name¬ 
ly, stabilisation, and structural reforms. For 
this Dombusch [1982], and Ihylor [1988] are 
helpful guides. 

Fourth, transition from socialism to 
capitalism. Countries in the eastern Europe 
and the erstwhile Soviet Union are switching 
from a command economy to a market 
economy. They are confronted with unprece¬ 
dented problems. It is too early to build 
model on their current experience. 

There are substantial differences among 
these four types of stabilisation programmes. 
It would bcmisleading to mix them up. Even 
confusing between any two of the above is 
bad enough. 

The Phillips curve has been extensively 
used to model stabilisation programme, of 
the second type, in the United States, for in¬ 
stance; see Okun [1978] and the references 
there. That by itself docs not disqualify the 
Phillips curve for application elsewhere any 
more than the use of MABOP in the US 
renders it so. However, I am not very sure 
if the Phillips curve can capture the intri¬ 
cacies of the relationship between labour 
market and inflation in a country like'India 
1 simply do not know how much the rate ot 
inflation in India depends upon the iatc of 
unemployment in the country, or vice versa. 
So 1 have some reservation—but 1 have an 
open mind -it Dholakia wants to frame a 
stabilisation model lor India around the 
Phillips curve. I look forward to seeing his 
works in this area. 

I must conclude by saying that I do appre¬ 
ciate Dholakia’s efforts to debate the pro¬ 
blem of stabilisation in developing countries. 
As I read lus note, he seems to have streng¬ 
thened one of the prime components of my 
argument, albeit unwittingly. His other 
observations, it appeals to me, are either of 
secondary importance, or irrelevant. 
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Historically there have been four types of 
conjuncture for stabilisation. First, the post¬ 
war cataclysm. During the 1920s and 1940s 
some of the European countries beset by 
hyperinflation took emergency measures to 
stabilise their economies. Cagan [1956], 
Dombusch [1987], and Sargent [1982, 1983] 
are good references for these stories. 

Second, contracydical routine A developed 
capitalist economy such as England, France, 
Germany, or the United States regularly goes 
through cyclical fluctuations in its natural 
counp. Interaction of multiplier and ac¬ 
celerator evidently can generate such cycle. 
The literature on stabilisation under such cir¬ 
cumstances is almost limitless. See Gordon 
[1978], Modigliani (1977], and Tobin 11976], 
to name a few. 

Third, shock therapy. During the last two 
decades a number of developing countries 
iti Asia, Africa, and Latin America had 
fallen into severe inflation, recession, 

- unemployment', and payments crisis due to 


Unanticipated disturbances from within oi 
“ Jt *‘*lMt. The IMF programmes are specially 
lined with this sort of situation, 
.omic measures taken to meet such 
Si I are called "structural adjustment pro- 
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“Mv Voltas refrigerator 
gives me so much 
more, I’m glad I didn’t 
p settle for 
anything £3 less.” 


k M 


My husband and I checked out every 
refrigerator on the market, before we 
bought our Voltas 

And we found that Voltas offers more 
than all the other refrigerators put 
together! 

For instance, all refrigerators talk 
about 'auto-defrost' Hut only Voltas 
has a truly automatic defrost 
system — where at the push of a 
button, the water drains out and 
evaporates In the others, you have to j 
empty out the chill tray 
We also discovered that Voltas was 
the first to use PI IF, the wonder 
insulation material. AHS liners, SAN 
crisper boxes, and powder coatings for 
a great finish — and all this 5 years 
ago 

Moreover, only Voltas is powered by 
the world famous Danfoss* compressor 
which saves up to 35% power, year 
after year. And it comes with a seven 

{ ear guarantee at no extra cost i 
n fact, Voltas has so much more to J 
offer, 1 wonder why anyone would M 
buy any other refrigerator. M 

So isn't it time you checked out fl 
Voltas for yourself? 
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Of Crises, CoBcepto and Solutions 

Though market-oriental reform agenda* have been indiscriminately 
initiated throughout the developing world at the behest of the World 
Bank and the IMF since the 198th, debate on the matter has been 
meagre. The time is now ripe to bring to the mainstream of both 
academic and political dhcottnc the conceptual debate on the merits of 
•Hhe Jttprid Bank’s diagnori* and solution of the economic crisis of the 
.^Wu^nporid. A focused examination of those third world countries 
CWnidrhad the most intensive exposure to World Bank initiated 
Vrunxet reforms in order to provide the rationale for centring 
► .{.the debate. PE-66 

debate among Indian economists, centred around the Neoclassical 
A s and Marxist theoretical standpoints, has been sparked off by the recent 
market-oriented economic policy reforms. An illumination of the debate 
by two other theoretical frameworks—the Modern Austrian, which 
provides a rationale for ‘free market' that goes beyond the Neo-classical 
focus, and the Post-Keynesian whose emphasis on the fundamental 
uncertainty of the economic future envisages a role for the 
government that differs from the Marxist vision. PE-73 

Heart of the Matter 

There have been historically all sorts of processes connected with 
class, gender, religion, ethnicity, xenophobia and bigotry which have 
been at work in all societies. What gave to European forms of these 
prejudices their special force in history was not some-gathering of 
unique force in domains of discourse—but, quite specifically, the 
power of colonial capitalism which then gave rise to other sorts 
of powers. PE-98 


CfecuMUOn A $ 




Serious Challenge 

The riots which broke out in south¬ 
central Los Angeles on April 29 have 
a claim to be called world historical 
not merely because of their scale 
but more because they occurred at a 
particular historical c onju nct ure 
when western market capitalism’s 
triumph appeared to lack 
serious challenge. 1603 

A Higher Synthesis 

Contract production is an expanding 
and much touted mode of agro¬ 
industrial integration in- the third 
world. The proliferation of 
contracting suggests certain parallels 
between neo-Fordism and flexible 
accumulation in first world industrial 
systems and the social chancier of 
agrarian transformation in the third 
world and points toward one means 
by which agriculture and industry 
achieve a higher synthesis. PE-9# 


Necessary but 
Insufficient 

The fact that India has opened up 
makes it sasier for foreign investors 
to come in. But the mere fad that 
tone harriers have been reduced or 
that India offers several competitive 
Hhamsgri a* rywnpand to other 
countries iriU not ncocnarih 
increase tha flow of direct 
fanfcn investment. UK 


Development of 
Development 

The retarding effects of European 
colonialism on the third world and 
the devastating impact of 
colonialism on the colony have 
been chronicled by dependency 
theorists and others. But what of 
the impact of colonialism on the 
colonisers? An examination of 
the socio-economic impact of 
colonialism on 'western 
countries*. PE-ai 


The English Way 

The model, method, curriculum, 
contents and organisation for 
developing a system of technical 
education that was initiated in the 
Madras Presidency around 1885 
was largely based on the 
experience of England. On the 
educational manifestation of 
colonialism. 16U 


Disputed Claim 

While proponents of the Saidar 
Sarovar Project claim that h it one 
of the most studied projects the 
Independent Review initiated by the 
World Bank clearly reveals that the 
project authorities have failed to 
coBect baric data. The rimed 
benefits are bated on wtthfitl 
thinking rather than on 
scientific appraisal. UK 







LETTERS TO EDITOR 


Mindless Legislation 

PEOPLE’S Union for Democratic Rights 
(PUDR) takes serious note of the Ordinance 
promulgated by the UP government on 
March 26, 1992 ostensibly to curb the use 
of unfair means in school and college exami¬ 
nations. The ordinance named UP Public 
Examinations (Prevention of Unfair Means) 
Ordinance, 1992 has been responsible for the 
arrest of 12,476 students in the age-group 
of 15-18 years till April 29. 

Use of unfair means in school and college 
examinations has today reached alarming 
proportions. Apart from mass copying, in¬ 
vigilators are finding themselves helpless and 
in rrfany cases have been both victims of at 
tacks as well as abettors/accomplices in the 
act. In addition leakage of question papers, 
bribing of examiners and bribing of clerks 
to alter the awarded grades are also not 
uncommon. 

In such a context, serious thought as well 
as action to combat this growing trend is 
welcome. But the decision of the BJP . 
government is altogether another issue. Use 
of unfair means during examinations has 
been singled out for treatment and there 
again the law takes no cognisance of the fact 
that those affected by it arc children. 
Children have also been produced in court 
in handcuffs by uniformed policemen. The 
law on juveniles states that no child shall be 
handcuffed and will be accompanied only 
by plain clothes policemen. In addition ar¬ 
rested students have been kept in jails when 
the written law states that juveniles should 
be kept in remand homes. Police and judicial 
custody can have damaging effects on a 
child. It is thus not strange that some 
children have resorted to suicide. 

Apart from its effect oh children, the or¬ 
dinance is bad in law. It makes the use of 
unfair means a cognisable and non-bailable 
offence [Section 8]. Thus while a warrant to 
the effect is no longer necessary prior to ar¬ 
rest, even bail can be granted only by a judge: 

In spite of all these stringent provisions, the 
ordinance does not even provide scope to the 
accused students to present their argument 
or be heard. The definition of ‘unfair means’ 
provided is as follows: “unauthorised help 
from any person, or from any material writ¬ 
ten, recorded or printed, in any form what¬ 
soever, or the use of any unauthorised 
telephonic, wireless or electronic or other in¬ 
strument or gadget” [Section 2(c)) and 
“unauthorised possession of and disclosure 
of question paper” [Section 4], Even “at¬ 
tempts to contravene” the sections dealing 
with unfair means is made punishable under 
Section 6. Thus the system of checks and 
balances, essential to any law, is wholly lack¬ 
ing in the ordinance making it available for 
abuse and misuse by the enforcing authorities. 
Section 6 ol the ordinance stipulates that 




anyone found guilty of using unfair means 
“shall be punished with imprisonment for 
a term which may extend to one year or with 
fine which may extend to two thousand 
rupees or both”. The punishment here is far 
out of proportion to the misdemeanour. It 
needs to be stressed here that there exist pro¬ 
visions in any academic institution to deal 
with the use of unfair means which if ap¬ 
plied are stringent enough to act as a deter¬ 
rent. In addition where the use of unfair 
means, or attempts at its prevention, lead to 
criminal acts, relevant laws to deal with it 
are already in force. If ‘flying squads’ with 
proper security, as they exist today, are 
presumed to be incapable of dealing with the 
issue, what new ‘squads’ does the Kalyan 
Singh government have in mind. 

PUD'R condemns the ordinance passed by 
the UP government as a piece of mindless 
legislation. We appeal to all parents and 
teachers to demand immediate repealing of 
the ordinance and also give serious thought 
so as to suggest changes in the educational 
set-up to deal with the problem. 

RAMAA VAStJDt:VAN 

Secretary, PUDR, 

Delhi. 

Padma Nadir Majhi 

KAMALA BANDYOPADHYAY (May 30) 
has said that my account (April 4) of film 
rights of Padma Nadir Majhi is far from the 
truth. My account is based on what Hiten 
Chaudhury told me. Both Manik and Hiten 
are dead and there is no means of esta¬ 
blishing the truth about what transpired bet¬ 
ween them. However, we now have an ac¬ 
count of what happened after Manik’s 
death. I raise some questions about that 
account. 

(t) It seems Hiten Chaudhury made a part 


payment of Rs 1,000 against “the total con¬ 
sideration of Rs 5,000” but that “no further 
payment was made on that account and the 
agreement did not materialise”. Given that 
according to this version Hiten Chaudhury 
cheated by not paying Rs 4,000, how is it that 
the rights were not sold to any other pro¬ 
ducer or director who, it is stud, were forever 
approaching for those rights? How, also, to 
explain that “finally, in 1970, an agreement 
for the film in the Bengali language only 
was concluded” between the same Hiten 
Chaudhury and the same Karfiala Bandyo- 
padhyay? 

(2) As the agreement did not contain any 
clause about time limit, how can one blame 
Hiten for not producing the film at an early 
date? Satyajit Ray thought of directing 
Ghare Baire before anything else; but actual¬ 
ly he did the work only towards the end of 
his life. Such things happen. 

(3) But my letter was not mainly about 
how the film right was acquired by Hiten 
Chaudhury. It was about how it passed out 
of his hands. Kamala Bandyopadhyay ad¬ 
mits that the rights were with Hiten since 
1970. Was it a gift to the government of West 
Bengal or was it a sale? If the Wqst Bengal 
government purchased the rights after which 
Hiten had no claims to it, why was Gautam 
Ghosh travelling around with him, seeing 
sites in Bangladesh and selecting the cast? 
Or is it not a fact? My story is that Hiten 
Chaudhury gave away the rights subject to 
the condition that he would be a co-producer 
and would participate in the direction. The 
old man was made to believe that his con¬ 
ditions were accepted. And then he was 
dropped by the wayside. It is about this that 
I wrote and this part has QOthing to do with 
Kamala Bandyopadhyay. 

ASHOK RUDRA 

Santiniketan 
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After Such Knowledge... 


T HE finance minister has in recent weeks made at 
least one signal contribution to the corpus of 
economic thought. Thie, some bank chairmen were hand 
.. in glove with crooked brokers; the latter were advanced 
huge sums, either without collateral or with collateral that 
were fake and fraudulent. Thousands of croies of public 
money were siphoned away from within the nation’s finan¬ 
cial system so that a few persons, buddies of important 
officials in banks and public financial institutions and 
may be of some ministers as well, could enrich themselves. 
A part of this money was used for some exciting bull and 
bear games in the stock exchanges, leading thousands of 
small investors to rack and ruin. A part was also wheedled 
out of the country courtsey the hawala market. These 
bankers were nonetheless more sinned against than sinned. 
The real villains of the piece were such archaic monetary 
measures as high reserve requirements and low interest 
rates. These constraints bound the banks hand and foot. 
Their profit dipped. In the free market ambience, that 
could not be put up with. Bank chairmen were told so. 
By hook or crook, they had to rake up higher profits. They 
” therefore were compelled to participate in the scam; that, 
apparently according to the finance minister, was the only 
way they could show a healthy balance-sheet for the banks 
they were in chaige of. Of course the finance minister does 
not personally approve of such practice, but he 
understands how it came about. 

If sympathy is there, can tea be far behind? The Central 
Bureau of Investigation has launched criminal prosecution 
against bank officials, and other assorted crooks. The 
latter will see to it that they are defended by a battery of 
best legal brains ill-gotten money could buy. Some of the 
bankers are bound to regard the finance minister's 
understanding observation as manna from heaven. Even 
the finance minister himself, no less, appreciates the 
predicament bank officials were in. They were under 
orders from the ministry of finance to raise the level of 
profits. They were checkmated by ridiculously low lending - 
rates set for them. For dear life, they had to seek other 
, ways to boost profits. The finance minister has lent them 
ex post moral support. 

In the earlier phase, when the details of the scam had 
not been fully revealed, the finance minister and the gover¬ 


nor of the Reserve Bank had blamed it on the slow pace 
of computerisation of accounts, including in the Public 
Debt Office. The inference was clear; it is those wretched 
unionised employees, who have been consistently oppos¬ 
ing the introduction of computers, who were the real 
culprits. Now comes yet another nugget of wisdom. Those 
who clamour for low interest rates while borrowing from 
the banks—such as the small peasant-proprietor or 
sharecropper, the humble-looking, humble-sounding 
entrepreneurs in the ‘tiny’ sector, artisans and crafts- 
persons in small-scale operations—are the guilty ones. If 
they and their protagonists had not, day in and day out, 
campaigned for low interest rates, bank chairmen would 
not have felt tempted to go in search of quick fixes in the 
share market so as to raise the quantum of bank earnings. 
After such knowledge, only forgiveness. 

It would be churlish not to express gratitude to the 
finance minister. His remarks lay bare the precise nature 
of the national crisis, involving aspects of both morals 
and class bias. The powerful men in New Delhi, who in 
turn spawn and protect other powerful men in Bombay 
and elsewhere, have proceeded beyond the pale of cliche- 
dominated ethics. It is their philosophy which rules the 
banks and the bourses. Now that shenanigans of the 
banks are exposed, the explanation comes thick and fast, 
it is all on account of the poor; if there were no clerical 
staff and no poor people around, both faster computerisa¬ 
tion as well as higher interest rates would have been 
feasible, with no need, therefore, for scams. So better get 
rid of the poor. Which is perhaps why the finance minister 
is preparing exciting blueprints for the implementation 
of the exit policy even while prices are allowed to 
spiral. 

The Joint Parliamentary Committee will duly call in 
witnesses and, equally duly, examine papers and records. 
But the committee will learn precious little if it stays away 
from sitting in judgment on moral issues. Even as the 
superficial reasons for yesterday's fraud are accounted to 
the committee, a new scam will be set up for today, and 
plans will be on the anvil for frauds tomorrow and the 
day after as well. Joint Parliamentary Committees may 
continue to be formed in the manner of recurring 
decimals, but the malady will remain uncured. 
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Faithful to the Script 

THE diverting spectacle of VHP cadres 
demolishing the Babri Masjid that the 
BJP had promised has been cancelled and 
the various mahants who had threatened 
one last valiant do-or-dic effort have been 
restrained. Almost as if by design a 
denouement bearing uncanny resemblance 
to a seemingly pre-scripted routine is 
under way—the undiverting and altogether 
tedious overflow of praise for the prime 
minister's sage handling of a difficult 
situation. In short, Narasimha Kao has 
won another round and this at a time 
when the party he leads has a wafer thin 
majority in parliament and the govern¬ 
ment he heads is rocked by a scandal that 
has cast its shadow on some of his 
ministerial colleagues. 

In the circumstances it is hardly surpris¬ 
ing that doubts should be entertained 
about the bona Tides of the crisis. Inten¬ 
tions and motives are too much matters 
of speculation to yield anything worth¬ 
while But when outcomes arc considered 
there is much that is worthy of suspicion. 
For one there is the manner in which the 
•crisis' erupted. Some fairly hectic con¬ 
struction activity had reportedly been 
going on for some time before secular sen¬ 
timents in the home ministry were out¬ 
raged. The question remains unanswered 
as to who provoked the crisis. Once it was 
precipitated, battle was joined along 
familiar lines. The BJP refused to budge, 
the Janata Dal and the left demanded im¬ 
mediate action, the prime minister preach¬ 
ed statesmanlike moderation and nego¬ 
tiated settlement, while Arjun Singh 
demanded dismissal of the UP govern¬ 
ment. The net result was a passable im¬ 
itation of a crisis as stated positions were 
reiterated to the point of inflexibility. 

At that precise moment when the crisis 
reached its stubborn high point came the 
prime minister's initiative and the crisis 
subsided as mysteriously as it had surfac¬ 
ed. The prime minister has without doubt 
emerged as the main beneficiary of the 
drama. But it is equally the case that his 
triumph has been at the expense of a 
handful of Congressmen only and nobody 
else. The BJP has both exhibited its 
resolve to fulfil its commitment to 
Hindutva and demonstrated its capacity 
to be reasonable and flexible. The left 
after its recent collaboration with the 
Congress has been able to demonstrate 
that its place is still very much in the op- 
positon. The Janata Dal has been able to 
restate its allegiance to the Muslim vote. 
And all this adversarial posturing has 
been engaged in without once endanger¬ 
ing the government or putting at risk the 
life of the present parliament. The episode 
has enabled all parlies to assert to their 
respective clients and constituents that 
their identities and priorities remain the 


same. And once again it is demonstrably 
evident that at all costs the present ar¬ 
rangements in the political sphere will not 
be disturbed. 

The particular manner of resolution 
that was witnessed has internal implica¬ 
tions for the Congress. It cannot be en¬ 
tirely fortuitous that each time the prime 
minister’s authority is on the verge of 
coming under challenge, the challengers’ 
antecedents are publicised through gentle 
reminders of unsavoury pasts. The ambi¬ 
tions of both Arjun Singh and Shared 
Pawar have in the past been subject to 
such elaborate and indirect pruning. But 
too frequent a recourse to this mode of 
dealing with rivals has adverse conse¬ 
quences for the prime minister since they 
hold significant portfolios in his govern¬ 
ment. in the recent turn of events, Arjun 
Singh, whose strategy relies heavily on an 
aggressively secular plank, has been push¬ 
ed on the defensive. His plea for stern 
action, including the dismissal of the UP 
government, has been rendered feeble, by 
the success of the prime minister’s 
moderation, it may also merely be a coin¬ 
cidence, but the BJP appears in the pro¬ 
cess to have earned its revenge on the 
human resources development minister. 
Arjun Singh is now reduced to demanding 
of the prime minister the nature of the 
assurance he held out to the VHP’s 
representatives, which the latter naturally 
is unwilling to divulge. All that is left of 
the so-called crisis is the residual and prac¬ 
tically endless manoeuvring in the Con¬ 
gress. For all the agitation it aroused in 
parliament and outside, those who 
engineered it in the first instance had no 
difficulty in agreeing to give it a hastv 
burial. 

SECURITIES TRANSACTIONS 

Unanswered Questions 

WITH the media focus on what the 
Janaktraman committee chooses to 
describe as “problem exposure in 
securities transactions”, amounting to 
Rs 3,192.79 crore, some very important 
aspects of the banking-cum-stock market 
scam have tended to be overlooked. 

The Janakiraman committee brings out 
in its second interim report that during a 
period of about 14 months, between April 
I, 1991 and May 23, 1992, the securities 
contracts entered into by banks exceeded 
58,000 in number and Rs 9,00,000 crore 
in face value. The figures are staggering 
by any standard. The value of the reported 
transactions in securities is more than ten 
times the outstanding central and state 
government loans and thrice the money 
supply including time deposits (M,). 

The magnitude of reported inter-rank 
securities transactions apart, the impor¬ 
tant point to note is That these transactions 
took place largely, though not entirely, in 
the form of ’ready forward’ deals. The 


pnvortion was possibly as high atttf* 
cent. Though the Janakiraman commit 
tee could identify only 36 per cent a 
’ready forward’ and left another 39 pe 
cent as unclassified, it concedes at thi 
same time that “the percentage^ f read] 
forward transactions is actually mud 
more than indicated". 

Another aspect of the reported inter 
bank securities transactions to be taker 
note of is that they were entered intt 
through brokers and perhaps largely, i! 
not entirely, by using the instrumentality 
of bankers’ receipts (BRs). Here it ii 
worthwhile noting that as much as 30 per 
cent of the transactions (Rs 275.000 crore 
though tne magnitude could, as the 
Janakiraman committee puts it, be ever 
higher) are reported to be such “where the 
name of the counterparty as appearing ii 
the books of the reporting bank is not 
confirmed by an entry in the books of the 
named counterparty bank”, i e, they wen 
of a clearly questionable character. 

In view of the magnitude of the tran¬ 
sactions and the manner in which they 
were conducted, several questions arise 
First, to what extent by resort to these 
transactions, while maintaining the facade 
of remaining within the requirements ol 
the statutory liquidity ratio (SLR), was it 
possible for banks to channel funds into 
the stock market for purposes of specula¬ 
tion? Could it be that while money was 
flowing into the stock market, through 
brokers, of course, investment in the same 
securities figured in the books of the 
selling as well as the buying banks for the 
period, normally a fortnight at a time? 
The case of fictituous entries was perhaps 
altogether different. Still, how does resort 
to the possible manipulation of the SLR 
square with the startling finding of the 
Janakiraman committee that more than 
two-thirds of the inter-bank securities 
transactions were entered into by foreign 
banks? It is relevant to bear in mind that 
the deposit base of the foreign banks is 
still not veiy large. It was only 3 per cent 
in 1990-91. Should not the Janakiraman 
committee have gone on to ask what the 
securities transactions the foreign banks 
entered into, ostensibly “for the arbitrage 
resulting from purchase and sale”, were 
leading up to? Finance minister Man- 
mohan Singh has lately been at pains to 
defend resort by the banks generally to the 
devious methods exposed by the scam on 
the ground that they were forced to resort 
to them because of the severely restrictive 
and regulatory regime under which they 
were made to operate. Does he seriously 
believe that the foreign banks, the main 
perpetrators in the scam, did it under such 
compulsions? Was it not pure greed and 
utter disregard of the system and its rules 
that spurred them to-the manipulations 
now coftaing to surface? 

Whatever the motivation underlying the 
bank’s resort to securities transactions, 
should not the size of the transactions 
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ilMir hive alerted the monitoring 
authorities much sooner? This is a ques¬ 
tion tint has not been answered satisfac¬ 
torily. Not so far. Janakiraman and his 
colleagues have not even attempted an 
answer. According to the committee, bet- 
„ ween April 1991 and June 1992, the inter¬ 
bank securities transactions spurted by 
three times. Also, the bulk of these tran¬ 
sactions, and possibly the spurt, was ac¬ 
counted for by four foreign banks and a 
handful of domestic banks. And still the 
monitoring authority did not receive the 
signals which could alert it that something 
was going awry. 

The answers to the questions raised 
above and many others would not be 
forthcoming if the finance minister per¬ 
sists in keeping on his blinkers. Worse, the 
right and needed reforms of the financial 
system would not be even thought of, not 
to speak of it being implemented. 

WEST BENGAL 

Workers’ Wrath 

THE workers' outburst at the Shibpur 
area of Howrah on July 18 couid have 
been stretched to a comparison with the 
counter-revolutionary Krondstadt incident 
in 1921, if the CPI(M)-led Left Front 
government in West Bengal had bee;, 
susceptible to being ranked with Lenin’s 
revolutionary regime in Russia. The 
similarity is limited simply to the fact that 
in both the cases, confirmed supporters 
of the communist-led governments 
rose in violent revolt against them. The 
Krondstadt sailors who had played a 
crucial role in overthrowing the Kerensky 
government and in sustaining the 
Bolshevik power in the early phase took 
up arms against it in March 1921. At 
Shibpur, Howrah, about 2,000 workers of 
the Fort William Jute Mills, including 
confirmed supporiers of the left, enraged 
by ihe management’s surreptitious declara¬ 
tion of lock-out in the factory, went on 
a rampage, ransacking not only the 
staff-quarters and the chief executive’s 
bungalow and putting up half a dozen 
roadblocks around the area, but also 
raided the local CITU leader’s house. 
More significantly, the angry workers 
smashed up portraits of Jyoti Basu and 
Promod Dasgupta along with the CITU 
leader’s moped and TV set. One does not 
recall a ingle incident since the Congress- 
icjtyjated .anti-communist violence in 
’946 in Bengal, in which a sizable mass 
of industrial workers took part in violence 
against the communists in West Bengal— 
neither in the days of chauvinist fury 
during the Sino-Indian border clashes, nor 
during the dark days in the early 70s when 
•bout a thousand CP1(M) workers were 
done to death with the Congress govern¬ 
ment's collusion. 

There have been indications for some 
tfatw that practically abandoned in the 


face of the employer's offensives of lock¬ 
out, layoff, and retrenchment, the mass 
of the workers in some areas were moving 
somewhat away from the CPI(M). But 
this is for the first time that in a particular 
area they have been ranged in a violent 
confrontation with the ‘revolutionary 
party of the proletariat'. But Howrah is 
certainly not Krondstadt, not least 
because of the* fact that while the 
Bolshevik leaden were able to read (he 
writing on the wall, the CPI(M) leaders 
seem to be impervious. In 1921, the 
Bolsheviks, then assembled for the 10th 
Congress of the party, despatched con¬ 
tingents of cadres to face the crisis and 
immediately undertook fundamental 
policy reorientations. Here, the Howrah 
signals notwithstanding, the topmost 
CPI(M) leader and the chief minister of 
the Left Front government, Jyoti Basu, 
prepared to leave for his usual month-long 
annual vacation in Europe, accompanied 
by a top cardiologist from Calcutta, 
ironically, after issuing a circular to 
observe austerity in all spheres of govern¬ 
ment expenditure. 

RIOTS 

Routine Manoeuvres 

AHMEDABAD erupted again early this 
month. As did Malegaon in Maharashta 
last week. And before that in May, it was 
Kozhikode. The spark may have come 
from different sources, but the conflagra¬ 
tion in every case was communal and 
deepened the divide between Hindus and 
Muslims. Future investigations will no 
doubt draw out the essential features of 
each riot and point to police apathy or 
bias as the case may be, to a background 
of growing tensions, and put it in the con¬ 
text of happenings in Ayodhya. And the 
organised left, playing out its parliamen¬ 
tary role, will issue appropriate slate- 
ments and make common cause with the 
minorities in the state assemblies and the 
Lok Sabha and blame the government. 
And what will be the outcome of all this? 
The state governments’ ineptitude expos¬ 


ed? Police officers [railed up for derelic¬ 
tion of duty? The guilty identified had 
punished which amounts to rounding up 
'anti-socials’? Does any of this matter any 
more? Do people who become victims of 
this mindless violence pay any attention 
to these routine manoeuvres? 

It is not that any of these actions is 
irrelevant or necessarily ineffective. But 
on|y in the context of efforts to repair the 
tear in the social fabric, which constitutes 
a political project and is not garbed as 
social welfare. In the absence of such ef¬ 
fort, everything else becomes symptomatic 
treatment. 

Tike, for instance, Ahmedabad. The 
‘rath yatra’ has become synonymous with 
communal tension. And each year the 
‘yatra’ is more garish and more trium¬ 
phant. This year it comprised temple 
elephants, 108 trucks, 20 bhajan troupes 
and thousands of devotees on foot. As it 
entered the narrow lanes of Dariaur, the 
stone-throwing began at the procession as 
well as from it, abusive slogans were rais¬ 
ed, and the ’yatra’ disintegrated. After that 
a variety of missiles were in wide use- 
acid bulbs, burning rags, molotov 
cocktails. The police, unorganised though 
heavily armed, fired 700 rounds in the fust 
three hours. At least six people were killed 
and over a 100 injured. All reports point 
to two relevant factors which made for 
violence: a proliferation of illegal arms as 
an accompaniment to the illict liquor 
trade, and the increasing political in¬ 
terference in the law and order machinery 
which has led to the demoralisation of the 
force. In Ahmedabad the action plan has 
always been to focus on how to prevent 
riots from erupting—how to douse the 
flame before it sets the city on fire. No 
one, it would seem, talks any more of 
-o.,ing communal and other social ten¬ 
sions It is easy to point out, and rightly, 
that political parties like the BJP and its 
attendants such as the VHP and the RSS, 
are whipping up communal passions. The 
blame then is theirs and how do you 
counter a parliamentary party? In parlia¬ 
ment, of course There it begins and there 
ends. 


Professor A K Dasgupta 

The members of the family of the late Professor Amiya Kumar 
Dasgupta would like to request his students, friends, colleagues and 
others who knew him to put down on paper their recollections of 
him and send them to the undersigned at their earliest convenience. 
The intention is to capture the richness of the many dimensions of 
his personality and achievements while memory is still fresh. We hope 
to put together the responses—unless otherwise stipulated—in the 
form of a memorial volume. 

I G Patel 
12 Amee Society, 

Baroda-390015 




Parliamentary politics is not irrelevant, 
but it has become so in the context of a 
decaying social system which is itself a 
consequence of a teetering economy. The 
Kozhikode events present another view of 
the same decay. The Islamic SS has grown 
out of a long history of neglect of the 
minorities in the region which, coupled 
with the menace of Hindu communalism, 
has sustained it. Whatever be the analysis 
of the events, the tensions arc there to stay. 
Kozhikode may not become Ahmedabad. 
But it will, unless the left and progressive 
forces in the country get out of the 
parliamentary bind and discard the cur¬ 
rent near total reliance on the institutions 
of power and redressal, and reinvest in 
sustained mass programmes. 

NICARAGUA 

Choice before 
Sandinistas 

IF the Violeta Chomorro government is 
under pressure today, the Sandinistas can 
hardly take credit for it. T\vo years after 
the election reversal, the Nicaraguan 
Sandinista Liberation Front (FSLN) has 
not been able to put together a coherent 
programme for action suitable for the 
political circumstances in which the party 
finds itself. Certainly there have been pro¬ 
blems. For instance, there has still not 
been any solution to the problem of 
‘retired’ soldiers of the Sandinista Feopkfs 
Army (EPS). This together with the grow¬ 
ing crisis in the rural economy gave rise 
to the ‘recampos’ uprising early this year. 
The movement arose when former contras 
who had taken up arm?again to launch 
attacks on the co-operatives made common 
cause with the Sandinista militants who 
had begun to reorganise guerillas to de¬ 
mand that the government keep its pro¬ 
mises on land and credits. The uprising 
had a wide impact with towns being ‘oc¬ 
cupied’ and roads blocked and drew sup¬ 
port from such organisations as the Na¬ 
tional Union of Workers and Farmers and 
the National Workers Front. It has also 
led to the formation of an armed women’s 
front, the Nora Astorga Front, in northern 
Nicaragua supporting the demands. 

While the FSLN has supported the 
movement in the name of unity, the 
debate within the party on the role it 
should play vis-a-vis the Chomorro 
government is far from being resolved, ac¬ 
cording to a report on the proceedings of 
the Sandinista Assembly, the highest body 
of the FSLN which met on March 28 and 
29 (International Viewpoint, July 20, 
1992). in fact it was another event in 
January which underlined the urgency of 
evolving a clear plan of political action. 
On January 16, General Humberto Ortega, 
who retained charge of the military under 
Chomorro after the elections, awarded the 
Camilo Ortega medaL an honour bestowed 


on Sandinista militants, to Lt Col David 
Quinn, a US military adviser. Quinn had 
been the central figure in the Salvadoran 
missile crisis and had directed investiga¬ 
tions against Sandinista military assis¬ 
tance to Salvadoran rebds and had press¬ 
ed for action against the militants involved 
in the deal. Predictably, there were sharp 
critical reactions to this. Ortega condemn¬ 
ed what he called the ultra left elements 
within the party who were “hoping to 
manipulate sacred patriotic feelings and 
national dignity to bring about a fanatical 
and adventurist confrontation among 
Nicaraguans and between Nicaraguans 
and the US”. He had thus presented a 
poser: Should the FSLN in the name of 
national reconstruction strengthen pro¬ 
gressive elements in the government at the 
cost of alienating ultra left elements 
within the party? 

lb begin with, in accepting the poll ver¬ 
dict, the Daniel Ortega government had 
also made compromises on several issues, 
such as the disbanding of the militant 
guerillas, etc, and had also tacitly and 
otherwise, lent support to the view in in¬ 
ternational circles that the help which had 
been given to the Ortega government must 
now continue to be given to the UNO 
government. This was deemed necessary 
as a means of strengthening a war-torn 
economy which had brought increasing 
hardships to-the population. However, 
none of this has helped and the National 
Opposition Union, the uneasy alliance in 
power has developed tensions to such an 
extent as to paralyse the Chomorro 
government In these circumstances, right- 
wing elements in the alliance have begun 
to influence and take charge of govern¬ 
ment programmes. 

Sections in the FSLN believe that the 
party’s objective now is to help the 
Chomorro government and to influence 
_tn plans in such a way that “they 
exact a lower cost from the country”. This 
would be impossible to achieve in isola¬ 
tion. Hence the proposal of a ‘national 
accord’ which was discussed at the Sandi¬ 
nista assembly, which would aim at arriv¬ 
ing at an understanding with the govern¬ 
ment so as to allow the Sandinistas to 
‘humanise 1 the government’s economic 
policies without controlling the executive. 
It also echoes an emerging trend among 
the Latin American left which is premis¬ 
ed on the understanding that there is no 
alternative to capitalism in the countries 
of the region and that the only course for 
the revolutionary left is to render it least 
harmful to the social majority. This also 
appears to be an acknowledgment of the 
failure of the Sandinista economic model: 
not socialist economy but a market eco¬ 
nomy with a social vision. Whether such 
a line will receive support from the 
workers and peasants who are caught in 
the throes of an aggravating economic 
crisis is another matter. 


TWENTY YEARS AGO 

EPW, July 22, 1972 

Now that the Sixth Finance Commis¬ 
sion has duly installed itself in office; 
it is appropriate to raise a few questions 
about the tasks facing it, though this 
may not be the time to attempt to 
answer them. The Sixth Finance Com¬ 
mission has been made out to be 
somewhat unique in both its terms of 
reference and its composition. For the 
first time, a Finance Commission has 
been asked to look into the capital side 
of the centre-state financial relation¬ 
ship. Also, for the first time; a sitting 
member of the Planning Commission 
has been appointed to the Finance 
Commission. .. .the very first question 
that arises is: does the Sixth Finance 
Commission really have a much wider 
ground to cover than its predecessors? 
Are its terms of reference really wide 
enough to enable it to go into the ques¬ 
tions of substance that are currently 
being raised on the subject of centre- 
state financial relations? One of the 
basic questions being asked relates to 
the desirability or otherwise of conti¬ 
nuing the present system of financial 
devolution whereby two-thirds of the 
total funds transferred from the centre 
to the states fall outside the purview of 
the Finance Commissions. 

Surely, (he present state of affairs 
under which the state governments have 
to rely for the major proportion of their 
funds on the sweet will of the centre 
cannot be considered satisfactory on 
any ground—political, economic or 
social. But has the Sixth Commission 
really been armed to inquire into this 
state of affairs? The strong suspicion 
is that its terms of reference would not 
permit it to raise such a bask question, 
not even with a Planning Commission 
member sitting on it. lb be asked to 
suggest changes, if any, in the existing 
terms of repayment of the outstanding 
debts owed by the states to the centre 
may well be taken very literally, in 
which case it is doubtful how the Com¬ 
mission will at all be able to go into the 
whole basis of the distribution of the 
so-called Plan finances. 

Within its sphere of non-Plan 
devolutions, the inclusion of a member 
of the Planning Commission does add 
an extra dimension to the working of 
the Finance Commission. It might help 
it to evolve and recommend more 
rational and objective critera for the 
distribution of non-Plan funds than 
those adopted in the,past, lb the extern 
it does this, it might indirectly influence 
the disposition of Plan funds by the 
Planning Commission. But there is also 
the danger of exactly the opposite hap¬ 
pening. If that happens, the argument 
for winding up altogether the force of.. 
the Finance. Commissions might 
become very strong indeed. 






THE MARKETS 


Oilseeds Prospects Improve 


0 P Sharau 

INITIAL anxiety about kharif oilseed 
crops prospects due to delay in the tradi¬ 
tional start of the south-west monsoon, 
inadequate precipitation hampering nor¬ 
mal sowing operations and the prolonged 
dry spell thereafter has given way to a feel¬ 
ing of perceptible relief following vigorous 
onset of monsoon covering almost all the 
important oilseeds-producing areas in the 
country. The wet spell has not only helped 
to salvage the entire early sown crops but 
also given a big boost to farming activity. 

The overall performance of the mon¬ 
soon has not been very satisfactory in that 
till July 22, rainfall had been deficient in 
21 out of the 35 meteorological sub¬ 
divisions, normal in 12 and excess in two. 
No firm conclusions can be drawn from 
the overall behaviour of the monsoon as 
climatic conditions which differ not only 
from state to state but also from region 
to region in a state have varying impact 
on the fortunes of different crops—rice, 
cotton, sugarcane, pulses and oilseeds. 

Piecing together information elicited 
from a cross-section of knowledgeable 
persons in the oilseeds trade who are 
known to keep a close watch on the pro¬ 
gress of the crop right from the com¬ 
mencement of sowings, the picture that 
emerges is hazy and a curious blend of 
hope and uncertainty. Hope springs from 
the distinctly favourable turn in the 
fortunes of oilseed crops—groundnut, 
soybean and sunflower—in the wake of 
the revival of the monsoon since about the 
beginning of second week of July. Excep¬ 
ting some isolated tracts where farming 
activity has been hampered by excessive 
rains (Gujarat, where the traditionally 
drought-prone Kutch has witnessed 
floods) and inadequate precipitation 
(Rajasthan and Uttar Pradesh) sowings 
have either been completed or are near¬ 
ing completion. 

In the absence of adequate information 
from various states, it is not possible to 
arrive at any worthwhile estimate of the 
area sown under kharif oilseeds. The 
gerr>d. oppression one gathers is that the 
aggregate area is unlikely to show any 
significant change from that in the 
previous season but there could be some 
switchover in favour of sunflower which 
is now being increasingly reckoned as the 
future oilseed of India because of its adap¬ 
tability io any soil and the additional ad¬ 
vantage of high dl content. The sunflower 
hybrids ‘Advance’ and *SH3322* introduc¬ 
ed by CaigiU Seeds India are reported to 
bear an oil content of 51 per cent. 


Even the most experienced persons in 
the oilseeds trade and industry are unwill¬ 
ing to hazard to guess about kharif pro¬ 
duction during the current season. Uncer¬ 
tainties abound. The biggest im¬ 
ponderable is the likely behaviour of mon¬ 
soon during the crucial weeks ahead. 

Uncertainty in this regard has increased 
because of the disruption of the normal 
cycle owing to the delayed initial start. The 
rounds of rains to follow have a critical 
bearing on the size of the crop as well as 
yield. If one were to go by the general feel¬ 
ing based on assumption of normal 
weather conditions till the harvest time, 
kharif oilseeds production may turn out 
to be nearabout last year’s output. 

Market-wise, edible oil prices have been 
displaying a distinctly steadier tendency 
since about the end of June. Prices have 
risen by 5 per cent to 9 pa cent, depen¬ 
ding on the oil. Factors contributing to the 
firm tendency in edible oil prices include 
disruption of supplies—first due to the 
transport strike and later owing to heavy 
rains in the major supply areas—concern 
over kharif crop prospects owing to the 
poor start of the monsoon, likely pick-up 
of demands because of the approaching 
festival season and change in market 

Table I: EqibilOii Price Movemi ncs 


expectations owing to the delay in the 
availability of new crop supplies. 

Hie seasonal factor apart—August- 
Octobcr is a lean period—the rise in edi¬ 
ble oil prices does not need to be viewed 
with concern. The ruling prices are lower 
than a year ago (see Ihble I). This is quite 
significant when seen in the context of the 
continuing inflationary trends in the 
economy. The official wholesale prices 
index for ’all commodities’ for the week¬ 
ended July 11 is up over the 12-month 
period by II.1 per cent. 

How edible oil prices will move in the 
coming weeks will depend in no small 
measure on assessment of crop prospects 
guided by the behaviour of the monsoon 
and on how the government will go about 


Tabu 3. Exports du r l no Apxil-June 1992 

(Rs crore) 



Total 

Percentage 

Change 

Oilmeals 

228.06 

+ 35.9 

Total 

Share of soybean 

(I67.8JI 


meal 

178.44 

(116.47) 

+ 53.2 

Oilseeds 

680 

(10.18) 

-33.2 

Minor oils 

0 99 
( ) 

— 

Grand toial 

235.85 

(178.01) 

+ 32.5 


Note: Figures in brackets are exports in April- 
June 1991. 


[Rupees per 10 k& Bombay) 



1.7.92 

25.7.92 

Year Ago 
26.7.91 

Percentage 
Change 
between July 

1 and 25 

Percentage 
Change over 
12-Month 
Period 

Groundnut oil 

323 

350 

362 

+ 8.3 

-3.3 

Sesame oil 

300 

315 

307 

+ 5.0 

+ 26 

Kardi oil 

370 

375 

400 

+ 1.3 

-625 

Rice bran oil (edible grade) 

225 

265 

280 

+ 178 

5.4 

Sunflower oil 

285 

305 

335 

+ 70 

- 8.9 

Refined soybean oil 

287 

305 

320 

+ 6.3 

4.7 

Refined rapcseed oil 

277 

300 

318 

+ 81 

- 5.7 

Refined cottonseed oil 

2% 

324 

328 

+ 94 

- (.2 


Table 2: Exports of Oilmeals. Oilseeds and Minor Oils in 1991-92 


{Rs cion ) 



Total 

Percentage 

Change 

General 

Currency 

Area 

Percentage Rupee Pay- 
Change mem Area 

Percentage 

Change 

Oilmeals 

Total 

957.01 

(661.42) 

+ 44.7 

821.41 

(311.54) 

+ 163.7 

135.60 

(349.88) 

-61.2 

Share of soybean 

meal 

669.13 

(473.88) 

+ 41.2 

566.00 

(260.IS) 

+ 117.6 

103.13 

(213.73) 

-51.7 

Oilseeds 

63.08 

(134.50) 

- 48 

58.79 

(58.68) 

Nil 

6.29 

(75.82) 

-91.7 

Minor oils 

21.61 

(10.80) 

+ 100 

21.61 

(10.80) 

+ 100 

I 

— 

Grand total 

1043.70 

(806.72) 

+ 29.4 

901.81 

(381.02) 

+ 136.7 

141.89 

(425.70) 

-66.7 


Notr. Figures in brackets are exports in 1990-91 




marketing the $ 50 million-worth de- 
gummed soybean oil being imported 
under an agreement with the US Agency 
for International Development. The 
government is also receiving more than 
7.500 tonnes of edible oil under the World 
Food Programme and this oil is to be used 
by the NDDB for its market intervention 
operations. 

The overall export performance of the 
oilseeds sector during the first quarter 
(April-June) of the current fiscal year has 


been quite encouraging in that aggregate 
exports show an increase of 32.5 per cent 
over the previous year’s corresponding 
figure (see Ihbles 2 and 3). The most 
outstanding aspect of the export trade is 
that the increase which is accounted for 
mainly by oilmeal exports is attributable 
to higher unit value realisation—up 58.5 
per cent in the case of soybean meal, 45.3 
per cent in respect of rice bran extraction 
and 19.9 per cent in the case of rapeseed 
extractions. Volume-wise, exports are 
down—soybean extraction (-3.2 per 


cent), rice bran extraction (-35.3 per cent) 
and rapeseed extraction (-7.7 per cent). 
High unit value realisation reflects mainly 
the depreciation in the rupee value 
Exports during 1991-92 fetched Rs 1,043.70 
crore, up 29.4 per cent over the preceding 
year’s figure of Rs 806.72 cro re. Exports 
to the general currency area registered an 
increase of 136.7 per cent whereas exports 
to the rupee payment area were down by 
66.7 per cent. Exports of oilmeals ac¬ 
counted for 91.7 per cent (82 per cent) of 
the total export earnings. 


IN THE CAPITAL MARKET 


Fly-Up Fashions 

Fly-Up Fashions, a company of the 
Dharnendra group, engaged in the 
manufacture of readymade garments and 
furnishings under the brand name 
‘Fly-Up’, is implementing an expansion 
programme at a capital outlay of Rs 935 
lakh, envisaging the establishment of 
three owned showrooms, the promotion 
of eight exclusive showrooms with fran¬ 
chise arrangement and investment of 
Rs 150 lakh in Dharnendra Agro Food 
Industries, which is setting up a project 
for processing and marketing vegetables 
and spices, lb part finance the expansion 
programme; the company is entering the 
capital market with an issue of 2,63.234 
14 per cent secured fully convertible 
debentures of Rs 125 at par aggregating 
Rs 3,29,04,250. Out of this, 19,874 CDs 
are set apart for preferential allotment 
to employees (including Indian working 
directors) of the company on equitable 
basis. The remaining 2,43,360 CDs are 
being offered to the Indian public The 
conversion of the debentures into equity 
shares at a premium of Rs 2.50 will be 
done in three stages: Rs 50, Rs 25 and 
Rs 50 will be automatically and com¬ 
pulsorily converted into four, two and 
four equity shares, six months, 12 
months and 18 months from the date of 
allotment respectively. The paid-up 
capital of the company after the present 
issue, i e, after the last conversion, will 
be Rs 8,24.12,400. Out of 100 franchisees 
planned in the expansion project, 20 
franchisees are already operational. The 
entire process of appointing franchisees 
will be completed by March 1993 and 200 
dealers by June 1993. The project of 
Dharnendra Agro Food Industries is 
expected to go on stream by March 1993. 
The issue opens on August 17. PNB 
Capital Services is the lead manager to 
the issue 

Cheslind Textiles 

Cheslind Textiles is promoted by 
Madanapallc Spinning Mills, a 25-year 
old, consistently profit-making, 
dividend-paying company with a 
turnover of Rs 33 crone; as a 100 per cent 


export-oriented unit of high quality com¬ 
bed cotton yarn with a capacity of 25,000 
spindles, 35 kms from Bangalore. The 
promoters, apart from Madanapalle 
Spinning Mills and associates, include 
T N Arvind Reddy, Anand Reddy and 
R Surender Reddy. The project is being 
implemented in Hosur taluk in Ikmil 
Nadu with proximity to quality cotton 
growing centres both in Karnataka and 
in adjoining Andhra Pradesh. Plant and 
machinery is being sourced from German 
and Swiss companies such as Rueter, 
Luwa, Schlafhorst and Volkmann. The 
indigenous machinery component is 
being supplied by Lakshmi Machine 
Works, Coimbatore. The total cost of the 
project will be Rs 4,689 lakh and will be 
financed by share capital of Rs 1,172 lakh 
being brought in by the promoters and 
associates, term loans of Rs 2,814 lakh 
and through a public issue of equity 
shares at par for Rs 703 lakh. The pro¬ 
ject has been sanctioned a term loan by 
the 1DB1. CC1 consent has been received 
for issue of equity shares and the issue 
is slated for the third quarter this year. 

Gtmrat Investment 


Castings 


Gujarat Investment Castings is im¬ 
plementing a hi-tech, core sector, export- 
oriented project for the manufacture of 
high precision investment castings, shell 
mouldings, etc, with "nil to negligible" 
machining properties required. The com¬ 
pany will enter into a technical collabora¬ 
tion with an internationally reputed 
company. Buy-back arrangements and 
commitments will be negotiated to pro¬ 
vide optimum, long-term returns on the 
export-oriented project having a pro¬ 
jected annual 20 per cent local market 
growth. 

Promoted by technocrats N T Vaishnav, 
A R Hathi and P B Dhcbar, the company 
is assured of infrastructural support, easy 
availability of raw material and ready 
market. The project is estimated to cost 
Rs 458 lakh, which is to be financed by 
promoters contribution of Rs 185 lakh, 
NR1 public issue of Rs 175 lakh, Indian 
public issue of Rs S3 lakh and subsidy 
of Rs 15 lakh. The company is expected 


to enter the capital market later this year. 

Lanco Ferro 

Lanco Ferro is setting up a pig iron 
manufacturing unit in Chittoor district 
of Andhra Pradesh to meet the pig iron 
requirements as an import substitute and 
prime raw material in steel-making and 
casting. Foundries in India are facing an 
acute shortage of pig iron the demand 
for which, according to World Bank 
studies, is expected to reach 3.1 million 
tonnes by 1995 and 4.4 million tonnes by 
2000 as against assumed availability of 
1.5 million tonnes and 1.1 million ton¬ 
nes respectively. The company has been 
promoted by technocrats L Rajagopal, 
L Madhusudan Rao and P V K Mohan 
with experience in raw material move¬ 
ment and handling, civil engineering 
works and steel-making. Besides the 
four promoters, the FICCI president, 
V L Dutt, is on the board of directors of 
the company. In the first phase, the com¬ 
pany is setting up a 90,000 tonnes per 
annum capacity pig iron unit. It will have 
its own captive power plant to meet its 
requirement by using waste gas from 
blast furnace. The company has got 
plans for a further downstream project 
for steel-making. The technology is being 
supplied by "fata Korf Engineering Ser¬ 
vices, which is a joint venture between 
T1SCO and Korf AG of Germany. 
Another company, Sesa Goa, very recent¬ 
ly commissioned its pig iron plant with 
Tata Korf technology and surpassed all 
the performance guarantees offered by 
Tata Korf. The southern zone faces a 
shortage of pig iron. None of the pig iron 
units is- presently operating in the 
southern part of India, while the foun¬ 
dries are transporting pig iron over a 
distance of more than 1,500 kms. The 
plant of Lanco Ferro will be dose to the 
foundry belt of Coimbatore, Madras and 
Bangalore. The total cost of the project 
is Rs 52 crore which is to be met with 
Rs 31 crore of institutional loans and 
Rs 21 crore of equity. The company pro¬ 
poses to go for a public issue in the last 
quarter of this year. The projected cash 
break-even point is 26 per cent and 
average net profit after tax, about 
Rs 1,129 lakh per year, 






POLICY FOOTNOTES 


Making Foreign Investment Flow 

DN Ghosh 


Multinationals and international business houses way be interested 
in seeking a foothold in India but only on their terms and 
conditions in regard to the choice of sectors, the conditions of 
their operations and the rights they would like to enjoy. Inflow of 
foreign investment on a massive scale, which many in our country 
talk of, can come only on these terms. Are we prepared politically 
for a complete turnabout in our policies? 


FROM a level of about $ 50 billion in the 
mid-eighties, foreign investment has now 
virtually quadrupled and 30 per cent of 
this inflow goes to the debtor developing 
countries. We are assuming that our ex¬ 
ceptional financing gap of the order of 5 
to 6 billion dollars may be covered 
through foreign investment over the next 
three to four years. Are we in a position 
to satisfy all the preconditions for such 
investment? 

Economists have expounded several 
hypotheses on the determinants of foreign 
investment flows from the western in¬ 
dustrial countries. These theoretical con¬ 
structs have clearly brought out at least 
one aspect: none of these can provide a 
universally acceptable explanation for 
cross-country, inter-industry distribution 
of investment and for uneven concentra¬ 
tion of foreign direct investment. 1 

This note highlights the characteristics 
of the market place that seem to be prima 
facie relevant for investment decisions 
from foreign sources. A few are of striking 
relevance. As national economies are get¬ 
ting more inter-linked, the share of foreign 
components in most manufactured pro¬ 
ducts is progressively increasing. This is 
well known to all who are involved in in¬ 
ternational business, but let us give one 
telling example. 2 Of the S 20,000 for a 
General Motors automobile, $ 6,000 goes 
to South Kdtea for routine labour and 
assembly operations, S 3,500 to Japan for 
advanced components and electronics, 
$ 1,500 to West Germany for styling and 
design engineering, $ 800 to Ifciwan and 
Singapore for small components, $ 500 to 
the UK for advertising and marketing ser¬ 
vices and S 100 to Ireland and Barbados 
for data processing and about S 800 to 
strategists in Detroit, banks and insurance 
in the USA. An estimate places that, for 
the United States, one-half or more pro¬ 
ducts have foreign components. 1 

Again, one-half of what is labelled as 
foreign trade—all imports and exports—is 


transacted between domestic companies 
and their foreign affiliates or foreign 
parent companies. For the United States, 
92 per cent of US exports and 72 per cent 
of US imports (in 1987) occurred with 
global corporations. 4 Though these data 
are part of foreign trade statistics, these 
are in fact internal transfers within the 
same companies. This process has several 
benefits: avoidance of time-lags, bargain¬ 
ing and buyer uncertainty, minimisation 
of the impact of government intervention 
through transfer pricing, and the ability 
to use discriminatory pricing. In other 
words, the substitution of an internal 
market for external transactions makes it 
possible for any foreign firm, more so if 
it is a global player, to reduce its transac¬ 
tion costs and enhance its competitive¬ 
ness. Empirical evidence suggests that 
transaction costs are particularly high in 
vertically-integrated process industries, 
knowledge-intensive industries and 
quality-assurance-dependent products. It 
is not unlikely, therefore, that in the com¬ 
ing decade the pattern of foreign direct in¬ 
vestment across countries will be primarily 
dominated by the MNCs involved with 
these industries. 

This is true for all MNCs based in the 
US, Japan and the European Community. 
Global market players are continually 
looking for opportunities for manufacture 
of components which could be incor¬ 
porated at less cost into the final products. 
Which components should be selected for 
manufacture would depend on the parti¬ 
cular competitive strength and weakness 
of such players in their competitive game 
pliuis, the way they are looking at them¬ 
selves and the market outside to get at 
cheaper, better and more reliable supplies 
and also, at the same time, to reach out 
to the customers yith better quality and 
updated products and services. 

It is this dynamics which appears to be 
the major determinant of current foreign 
investment. Ikke a few recent examples. 


Hungary is turning out to be a ‘successful’ 
case which has recorded an inflow of 
about J 1.7 billion in 1991. Dvo distinc¬ 
tive features stand out. First, the wide¬ 
spread recourse to foreign capital for 
privatisation of erstwhile State enterprises 
through spinning off (heir activities into 
self-contained subsidiaries in a manner 
that each subsidiary, while remaining a 
part of the holding company, could be 
conveniently packaged for sale to foreign 
investors. Second, the foreign firms, par¬ 
ticularly the German ones, which had 
earlier known the enterprises as custo¬ 
mers, suppliers and licensors, have found 
that, with further investments in moder¬ 
nisation and restructuring, they could 
assure a steady supply of components for 
the parent companies and enhance their 
competitive edge. The resulting investment 
by foreign investors in quality packaging 
and customer services is leading to a 
qualitative improvement in the supply of 
Hungarian goods and rapid increase in ex¬ 
ports since 1990. They are moving swiftly 
towards their explicit objective: close in¬ 
tegration of the Hungarian economy with 
western Europe, with Germany playing a 
leading part, supported by the willingness 
of the host country to allow these in¬ 
vestments. There is little option that 
Hungary has as of now, weighed down as 
it is by a huge debt burden, resource con¬ 
straints, cuts in subsidies, sharp rise in in¬ 
terest rates and the collapse of outlets for 
exports.’ 

Move to a standard Latin American ex¬ 
ample. In the case of Brazil, foreign in¬ 
vestments came very substantially in the 
import-substitution phase of the country’s 
industrialisation and foreign firms became 
leaders in several technologically sophisti¬ 
cated domestic oligopolies. They became 
the natural leaders in the subsequent 
export-oriented phase and reaped the 
comparative advantages by virtue of their 
global orientation. The extent of intra¬ 
firm trade in these technology-intensive 
sectors was disproportionately high com¬ 
pared to other sectors and, with the close 
integration with the parent companies, 
came a high level of export performance: 
in some sectors, particularly in equipment 
and instruments, the foreign firms’ share 
in exports was about two-thirds of total 
exports. 4 

The example of,Mexico underlines a 
similar trend. Exports by foreigtf firms 
were more dynamic than those by national 
firms. Foreign firms accounted for 65 per 
cent of private trade in 1987 and sales 
abroad were mainly in the sectors of 
automobiles, synthetic resins, plastics. 


artificial fibres and electrical equipment 
and accessories. It is the inter-industry and 
intra-firm trade pattern that was the core 
for the improved export performance. 
Foreign firms were Mexico’s biggest ex¬ 
porters of manufactured goods, and in the 
first half of 1987, of the top 20 exporters, 
all the wholly nationally-owned private 
firms taken together could not match the 
sales abroad of the single largest foreign 
company. The in-bond industry (like our 
EOUs) expanded rapidly: the foieign 
share in this industry reached 71 per cent 
in 1986-87. Again, as in the case of others, 
the inflow was mainly, if not wholly, at 
the initiative of the foreign multinationals 
with the objective of integrating the opera¬ 
tions of the parent companies and subsi¬ 
diaries and gradually extending their reach 
over the crucial sectors of the economy, 
achieved through external debt-equity 
swaps in the large public sector enterprises 
developed as objects of national pride in 
the import-substituting phase. All these 
developments have been taking place in 
the post-1982 phase, more specifically 
after 1984, when, without substantial 
equity flows, the Mexican economy could 
not have got a temporary respite, as it has 
obtained now. 7 

Clearly, foreign capital will flow only 
to those economies which welcome their 
integration with the outside world and the 
instrumentality for this integration will be 
the multinational companies. The choice 
of the sectors will necessarily be those 
which, in the view of the MNCs, give them 
a distinctive competitive advantage as 
players in the global market place. 

If this logic is accepted, India can 
emerge as a large player in the world’s 
market, provided it sheds inhibitions in 
four areas, it cannot afford to discri¬ 
minate between national companies and 
foreign multinationals. Second, it cannot 
afford to choose to discriminate or put 
obstacles in the way in which these 
multinational companies operate through 
internalisation of the production in the 
interest of enhancing their global com¬ 
petitiveness. Third, looking for a substan¬ 
tial inflow, we might be driven to a situa¬ 
tion where segments of large public sector 
companies whose activities are of interest 
to many multinationals would have to be 
sold either through debt-equity swaps (as 
in Mexico) or direct purchase. Fourth, in 
the companies in which they are minority 
shareholders, multinationals will move 
fast to increase their stake to majority 
holding, depending on either profit expec¬ 
tation from the domestic market or from 
the advantage that may accrue to them by 
using these as bases in their global 
operation. 

The fact that India has opened up 
makes it easier for foreign investors to 


come in: this is certainly a necessary con¬ 
dition. But the mere fact that some bar¬ 
riers have been reduced or that India 
offers several competitive advantages as 
compared to other countries will not 
necessarily increase the flow of direct 
foreign investment. So long as foreign in¬ 
vestors are not convinced that, both by 
way of policies and the level of infrastruc¬ 
tural support, the government is not only 
not averse to, but is positively encourag¬ 
ing of, the process of integration, they will 
defer decisions on massive investment 
inflows. 

Can we push our exports without riding 
on the shoulders of multinational in¬ 
vestors? Do we have the same manoeuvra¬ 
bility as, for example, China has where, 
as part of directed State policy, they have 
segregated special economic zones where 
foreign investors are freely and positively 
encouraged to engage in foreign curren¬ 
cy generating export enterprises? With 
foreign reserves at a comfortable level, 
China can afford to negotiate from a posi¬ 
tion of relative strength with foreign in¬ 
vestors. Are we in the same comfortable 
position? Countries which have attracted 
foreign inflows, whose examples are often 
cited, have fully accepted the logic of an 
integrated global network, conceding ef¬ 
forts at export development to foreign in¬ 
vestors with national companies playing 
a subsidiary role. 

Do we have any option other than to 
listen to and accept the terms and condi¬ 
tions which foreign investors would indi¬ 
cate to us? The investors whom we are 


wooing are from Japan, the Europe** 
Community and United State*. The multi¬ 
nationals and international buainen 
houses of all these countries may be in¬ 
terested in seeking a foothold in India but 
only on their terms and conditions. The 
choice of sectors, the condition of their 
operations and the rights they would like 
to enjoy come out clearly in the histories 
of small and medium sized countries in 
Latin America and in the NIEs of the 
east. A flow of foreign investment on a 
massive scale which many in our country 
talk of can come only on those terms. Are 
we prepared politically for a complete 
turnabout in our policy? 
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POTOMAC MUSINGS 


From There to Eternity 

Deena Khatkhate 


In America, all are unequal, but some, the blacks, are more 
unequal. 


THE greatness of American society 
shrivelled with that cruel verdict of the 
biased white jury in Los Angeles. Here 
was a simple incident of police bruta¬ 
lity—the beating of one Rodney King, an 
unemployed black, for no fault of his ex¬ 
cept his accidental presence. The inhuman 
treatment meted out was viewed on televi¬ 
sion by the people of this civilised nation. 
All were revolted by what they witnessed; 
the media poured scorn on the police; the 
cjvil rights groups were up in arms; the 
blacks, subjected to indignity, racial slurs 
and brutality, took it in their stride, hop¬ 
ing against hope that the judicial system 
would punish the guilty police through the 
normal processes of law. They waited for 
nine long months; they endured, remain¬ 
ing patient even when the site of the trial 
was shifted from Los Angeles to Sim 
Valley, following the plea of the defence 
lawyers. Why? Because the Los Angeles 
area is clogged with blacks and the jury's 
deliberations, it was thought, could not 
be free in such an emotionally surcharged 
atmosphere. But what is good for the 
goose is not good for the gander, in Sim 
Valley the population is predominantly 
white—out of 10,000 people, only 2 per 
cent are black. What is even more startl¬ 
ing is that some 2,000 of them are active 
police officers. There was not a single 
member of the black community on the 
jury. Oh, this is not fair criticism, they 
would say. How can a fair-minded black 
be found where blacks are only drug ad¬ 
dicts and former jail-birds? A change of 
venue for the trial and an all-white jury, 
and still the blacks did not demur, did not 
agitate, did not set fire to buildings. They 
kept their counsel and their cool, preach¬ 
ed patience and calm. The judicial system 
would prevail, the black leaders assured. 
The fateful day came in April; the whole 
thing exploded in the face of ugly 
America. The blood of hundreds was 
spilled; tattered bodies of the dead were 
sprawled on the streets, reminding one of 
Anselm Kaifer’s painting: “They are much 
more ambiguous and much more charged 
in the way that they mix irony with dead¬ 
ly seriousness, and in the way that they 


force fixed conventional images to take on 
fluid meanings.” What would history say 
about this tragedy—a tragedy of perverted 
justice, of inhumanity to the downtrod¬ 
den ignorant mass of the black people. 
Historians like Namier are wrong. The 
crowning attainment of historical study is 
not to achieve an intuitive sense of how 
things do not happen; it is the other way 
around; it should acquire an intuitive 
sense of how things happen and why. 

Far from the leaders of this nation 
being shaken out of their torpor, they have 
been fiddling around. The greatest leader 
of the greatest democracy has been crow¬ 
ing that “no system of development has 
nurtured virtue as completely and rigo¬ 
rously as ours, and we have become the 
most egalitarian system in history and one 
of the most harmonious”. This was said 
in that hallowed seat of learning. Univer¬ 
sity of Michigan, by president Bush. But 
when the Los Angeles tragedy erupted, 
that same president, without any shame 
or anguish, reacted: . .the court system 
has worked; what is needed now is calm, 
respect for the law”. But where was the 
rule of law when the site of the trial was 
shifted to a white locality? Where was the 
justice when the entire jury was made up 
of white men and women? Maybe even 
with all this, the verdict could have been 
justified, if the evidence was merely cir¬ 
cumstantial. But the lurid drama of the 
beating of an innocent black had been 
seen, like a violet sitcom, on television by 
the whole world. And yet this president 
of the United States of America, a lawyer 
by profession, a descendant of Jefferson 
and Abraham Lincoln, a world preacher, 
sermonising to the fading communist 
world on the importance of a civilised 
society surviving on fairness and equity, 
has the spunk to say that the court system 
has worked. Blacks—even Rodney Kin4 
who was trampled under the booted feet 
of the police—have asked for calm and 
restoration of order, and also for the rule 
of law—which the president believes has 
prevailed in this case. 

And now evidence is piling up to show 
that the entire judicial system in America 


is biased against the blacks. If a rapist is 
black, the court is prompt enough to hand 
down a guilty verdict, and the most seven 
punishment. But if he is white, his sins are 
whitewashed. Rape perhaps is not rape if 
the perpetrator is white; it may be harm¬ 
less sport amongst two youth and under¬ 
standable. The conviction of blacks on 
drug charges, larceny or other petty 
crimes, is more common, certainly, while 
whites more often than not go unpunish¬ 
ed. Any crime charged against a black is 
believable, whether or not it is commit¬ 
ted by him or her. A stereotype of a Mack 
is that he is more criminal than civil, a 
hangover from America’s ugly and tyran¬ 
nical past. There was a story a few months 
ago of a man in Boston having murdered 
a white* woman. The very, fact that the vic¬ 
tim was white was enough evidence to in¬ 
dict a black—any black who was around 
the place of the crime All the newspapers 
came out with stories of a Mack murderer 
until it was accidentally found out that it 
was the husband of the murdered woman 
who had bumped her off. The stereotyp¬ 
ing of blacks as criminals or rapists, not 
only in the public mind but also in the 
judicial courts, is enough to damn the US 
judicial system. 

The origin of the Los Angeles riots and 
similar riots in Watts 26 years ago and the 
almost daily occurrence of drug traffick¬ 
ing and mayhem in cities like Washington 
have to be attributed to the pathology of 
deprivation of the blacks. The Orwellian 
obverse rules supreme in America—all are 
unequal, but some, the blacks, are more 
unequal. The National Research Council 
reported in A Common Destiny that bet¬ 
ween 1959 and 1986 the share of black 
male wage-earners actually dropped from 
8 per cent to 5 per cent. A recent article 
in the Harvard Law Review, ‘Invisible 
Man: Black and Male under Title VII', 
highlighted the misery and metastasis of 
the black community. “In urban areas, 
black male unemployment rose from 5.4 
per cent in 1969 to 23.4 per cent in 1982r 
A sociologist from Los Angeles recently 
calculated that about 70,000 industrial 
jobs had been lost in the south-central Los 
Angeles area over the last three decades. 
It is the devastating impact of unemploy¬ 
ment and social neglect that has driven the 
black male beyond human endurance to 
crime and punishment. In this state of 
destitution, the blacks cannot even main¬ 
tain their families intact, let alone imbibe 
those family values which president Bush 
and his Republican cohorts harp on. 




And yet the leaders are unfazed, even 
in the face of the unfolding of a great 
social tragedy. Pte president’s coterie has 
been attributing the tragedy to the con¬ 
sequences of (he Great Society program¬ 
mes of president Johnson: ‘Those poverty 
programmes”. Bush’s press advisors 
brazenly declared, "ignored the relation¬ 
ship between people’s pride in their com¬ 
munity and having a job—having the 
hope of income and improving their lives, 
and being able to own their own property 
or homes to give them a stake in the com¬ 
munity!* How can blacks have pride when 
they have no access to jobs? Nobody 
answers that. Entitlement programmes 
may have degenerated but they had a ra¬ 
tionale when they were introduced. You 
can own property, a home of your own, 
love your family, only if you have securi¬ 
ty. But this is denied. It is true that 
joblessness is not confined to the blacks 
but they bear the burden more than the 
whites. When the initial conditions are 
unequal, the distance between the two 
races widens through time. But for 
Johnson's great social programmes, the 
blacks would not have progressed as much 
as they have; a new middle class has 
emerged in the community, with con¬ 
fidence in their own ability. If Johnson’s 
social programmes had not been there, 
there would have been riots and social 
unrest in America perpetually, tearing its 
social, economic and political fabric. But 
the Bush administration is awash with 
apologia for its incompetence. Maybe 
Johnson was wrong, but what have the 
five Republican administrations done 
since the end of Johnson’s presidency? 

The present and the past have been 
cruel to president Johnson, but the future 
will certainly beckon to him. He may not 
have had the social graces of a Kennedy; 
he may not have had oratorical flashes; 
he may have had no great wealth before 
he became president; he may have been 
crude in his personal relationships; but he 
had a great vision and a sincerity of pur 
pose. He declared 27 years ago before 
Howard University, a black university: “In 
far too many ways American negroes have 
been another nation: deprived of freedom, 
crippled by hatred, the doors of oppor¬ 
tunity closed to hope. Men are shaped by 
their worjd. When it is a world of decay, 
ringed by an invisible wall, when escape 
is arduous and uncertain, and saving 
pressures of a more hopeful society are 
unknown, it can cripple the youth and it 
can desolate the men. We, therefore, must 
seek not just freedom but opportunity. We 
must seek not just legal equity but human 
ability, not just equality as a right and a 
theory, but equality as a fact and equality 


as a result. No single answer is available 
to your problem. Jobs are a part of the 
problem; decent homes are another part. 
Social programmes to help the happy 
family is another part. And yet there are 
other answers which we must strive to find 
as we go along.” 

Johnson’s was a grand adventure. It is 
the betrayal of his ideas and idealism by 
the inhuman Republican presidencies 
which followed him that has brought 
American society to its present sorry pass. 
To fasten the blame for today’s social ills 
on Johnson reveals only the bankruptcy 
of Bush’s leadership and his opportunism 
which will begin to haunt him in the com¬ 
ing months. What one old Republican 
said of president Wilson could be aptly 
said of president Bush: “He is a man of 


ability, but he has no intellectual integrity 
at all. A man can change one or two of 
his opinions for his advantage and change 
them perfectly honestly, but when a man 
changes all the well considered opinions 
of a lifetime and changes them all at once 
for his own popular advantage; it seems 
to me that he must lack in loyalty of con¬ 
viction.” 

These are sombre times in America. 
The glue of anti-communism was binding 
them, not Americans only but all people 
in the western world. Now, as the glue has 
lost its property, the ethnic diversity is 
dissolving into racial division and con¬ 
flicts. So these are times to speak up and 
speak up loudly, even if one is lynched in 
the realm beyond the Mason-Dixon Line. 
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COMMENTARY 


Drinking Water from SSP 
Doubtful Claim 

Rahul N Ram 

A careful look at the claim that the SSP will supply drinking 
water to 40 million people shows that the lack of a detailed plan 
renders the claim doubtful. Currently, the quantum of water 
available, the number of beneficiaries and the cost and financing 
for this component of the SSP are very unclear. 


THE controversial Sardar Sarovar Project 
(SSP) is one of the largest and most 
expensive multipurpose river projects ever 
to be initiated in India. Among its stated 
benefits are the irrigation of 1.8 million 
ha of land, supply of drinking water to 
32.5 million people, and provision of ap¬ 
proximately 450 MW of firm power over 
the next 30 years [Raj, 1990:11]. However, 
the SSP has been opposed by local people 
and other groups all over the world as 
“the largest planned ecological disaster", 
due to the probable displacement of over 
2,00,000 people, the likelihood of watei- 
logging and salinisation all over the com¬ 
mand area, basic errors in planning 
assumptions, and indications that the pro¬ 
ject will not be able to meet a large frac¬ 
tion of its targets. 

The informed and articulated opposi¬ 
tion to the project, the absolute refusal of 
the project authorities to concede that 
there may be anything wrong with the pro¬ 
ject, and the conflicting reports issued by 
its own investigation missions forced the 
World Bank to initiate an Independent 
Review of the SSP. The report of the 
Independent Review, released in June 1922 
[Morse and Berger, 1992] shows clearly 
that the SSP is flawed, perhaps faulty. 
Though touted as one of the rpost studied 
projects by its proponents, the report of 
the Independent Review demonstrates that 
the project authorities have failed to col¬ 
lect basic dau for all aspects of the SSP. 
Thus, the stated benefits of the project are 
based on flawed and incomplete data and 
should be thought of as optimistic asser¬ 
tions based on wishful thinking rather 1 
than on scientific appraisal. 

While criticising other aspects of the 
SSP, the Independent Review report is 
silent on the issue of drinking water from 
SSP. It merely notes that, since no detailed 
plans are available, they could not assess 
the feasibility of this component of the 
SSP. 

The provision of drinking water from 
the SSP is one of the main moral, political 
and emotionally charged justifications for 


the SSP in Gujarat and elsewhere. The 
recent droughts in Gujarat, especially 
Kachchh and Saurashtra, have highlighted 
the lack of assured sources of drinking 
water and the urgent need for water 
security in this arid land. Under the SSP, 
drinking water is planned to be supplied 
to 8,215 villages and 135 urban centres in 
12 districts, including all population cen¬ 
tres in Kachchh and Saurashtra. 

While the moral imperative of supply¬ 
ing drinking water is, in a sense, beyond 
considerations of cost-benefit analyses, 
the sheer magnitude of the project 
justifies a close look at its planning and 
feasibility, in this article, a brief look at 
available information on the drinking 
water component of the SSP will be 
followed by a discussion of the problems 
associated with project planning as it 
stands. 

Official Information 

Very little detailed information is 
available about drinking water supply 
from SSP. Most project literature lists only 
goals, targets and claims, perhaps in the 
belief that repetition of an assertion 
makes it into a fact. For example, it is 
claimed that 32.5 million people will be 
supplied drinking water [Raj, 1990:11]; 
that the project will permanently solve the 
water supply problems of all villages in 
Kachchh and Saurashtra [Raj, 1990:56]; 
that the supply of drinking water from 
SSP is economically viable [GOG, 
1991:132]. None of this is backed up by 
any data. 

Two sources of somewhat more detailed 
information are the chapter on Water Use 
Plan and Sizing of System in the SSP 
development plan [NPG, 1983] and a 
recent Narmada Control Authority 
(NCA) pamphlet on drinking water 
[NCA, 1991]. The salient points of these 
documents are as follows: 

(a) The total projected water require¬ 
ment in 2021 for domestic industrial and 
thermal power projects is estimated to be 


1.37 MAP (million acre feet), as describ¬ 
ed in Thble 1.0.48 MAF are available from 
sources outside the SSP coverage; and CL14 
MAF are available from groundwater 
sources. The balance requirement of 0.73 
MAF is to be provided by SSP, which 
works out to a gross demand of 1.0 MAF 
after adding losses in the system [NPG, 
1983], 

(b) The Narmada Water Disputes 
Tribunal allocated 1.06 MAF for non- 
agricultural uses from Gujarat’s share of 
9 MAF water from the Narmada. Of there 
1.06 MAF, 0.853 MAF have been set aside 
for drinking water purposes and the rest 
(0.207 MAF) for industrial use. 

(c) The norms used for estimating water 
requirements for drinking water are 70, 
120 and 140 litres/capita/day for rural 
areas, and urban areas without and with 
drainage facilities, respectively [NCA, 
1991], 

(d) “ Water requirement for domestic 
consumption for urban and rural areas 
within the command area up to Mahi will 
be met from the ground water and local 
sources including recharge. Also, it was 
agreed that villages within the command 
area will receive water from the ground 
water recharge or village tank recharge 
However, it was agreed that villages having 
ground water with high salinity and 
fluoride content should be considered for 
water supply from Narmada” (emphasis 
added) [NCA. 1991 j. 

(e) “Detailed demand statements and 
tapping points will be prepared by the 
Gujarat Water Supply and Sewerage 
Board (GWSSB) so that a project report 
is ready within a year. This project, whose 
cost would run into several thousand 
crores, will have to be sanctioned and 
implemented so that by the time the 
Narmada Canals reach the needy areas, 
the water supply scheme is implemented 
and kept ready to supply the required, 
quantity of drinking and industrial water 
to various regions in north Gujarat, 
Saurashtra and Kachchh” (emphasis 
added) (NCA. 1991). 

In essence, this is the total sum of 
official information available about the 
most important component of a multi¬ 
million rupee project. This meagre quan¬ 
tum of information obviously raises many 
questions. Why is a comprehensive plan 
for supplying drinking water not yet 
ready? What is the time-frame for im¬ 
plementation? How many people are 
expected to benefit? What is their 
geographical distribution? What is the 
estimated cost of this part of the SSP? 
How much energy will be required for the 
project? Has livestock water demand been 
considered? How will irrigation and 
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drinking water be prioritised? Have any 
alternatives been thoroughly considered? 
Closer analysis seems to show that none 
of these questions can be answered at this 
point in time, almost 10 years after 
detailed project plans were drawn up, and 
a mere 10 years before the project is sup¬ 
posed to be complete. 

Scale of Benefits 

The Narmada Water Disputes Tribunal 
Award (NWDTA) [MAI, 1979) did not 
mention any numerical targets for pro 
viding drinking water. Subsequently it was 
claimed that drinking water supply from 
SSP was to benefit 32.5 million people in 
4720 villages and 131 urban centres 
located both within and outside the com¬ 
mand area [Raj, 1990, p II). Elsewhere 
within the same document, the number of 
beneficiaries was put at 29.5 million [Raj, 
1990, p 43J. These figures refeired to the 
projected population of the beneficiaries 
in 2021. Later, the number of population 
centres to get water from the Narmada 
Canal System was abruptly raised to 8215 
villages and 135 population centres 
distributed over 12 districts [NCA, 1991). 
The Independent Review reported that the 
project authorities slated the number of 
claimed beneficiaries to be 40 million. 

According to the latest official informa¬ 
tion [NCA, 1991], 948 villages in Kachchh 
and 4,877 villages in Saurashtra will gel 
drinking water. However, according to the 
1981 census, there are only 887 inhabited 
villages in Kachchh and 4,727 in the 
six Saurashlra districts The project 
authorities have simply listed as a target 
the total number of villages in all districts 
Of Kachchh and Saurashtra, ignoring, or 
simply unaware of the fact that 61 villages 
in Kachchh and 149 villages in Saurashtra 
are listed as uninhabited [GOl, 1981, 
pp 96-99). The planned number of 
beneficiary villages was apparently the 
result of a ‘study’ by the Gujarat Water 
Supply and Sewerage Board (GWSSB) 
[NCA, 1991], Obviously, this ‘study’ was 
cursory and slipshod, to say the least, its 
quality in keeping with the level of other 
planning seen for the drinking water com¬ 
ponent of the SSP! 

Using the data from Tkble 1 and the 
norms used for rural and urban water re¬ 
quirements, it can be shown that the 0.853 
MAF earmarked for drinking water can 
supply water to 17-21.8 million people 
(depending on the relative percentage of 
urban dwellers possessing drainage 
facilities and assuming that the SSP will 
actually get all the water planned). This 
range is considerably lower than 40 
million. The total population of Kachchh 
and Saurashtra was 10.63 million accor¬ 
ding to the 1981 census. Even assuming 
a low growth rate of 2 per cent per an¬ 
num, this will rise to at least 22 million 
by 2021. If this entire population is to be 
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supplied drinking water only from the 
SSP, no water will be left for the remain¬ 
ing 2390 villages and 35 urban centres in 
the other 5 districts earmarked for receiv¬ 
ing water. It is clear that there has been 
consistent overestimation of the number 
of beneficiaries, and several inaccuracies 
in presenting the data. However, the big¬ 
ger question is whether these data are sup¬ 
posed to represent even an approximation 
to project goals or whether it is merely a 
facade designed to silence legitimate 
criticism while diverting water to the 
politically powerful. 

There appears to have been a change in 
the prioritisation of beneficiaries between 
1983 and 1991. In 1983, “urban and rural 
areas mostly in the command but to some 
extent outside the command (aica of the 
SSP) " were supposed to obtain drink¬ 
ing water [NPG, 1983). However, by 1991, 
“villages within the command will icceive 
water from the ground water recharge or 
well recharge” [NCA, 1991). 

While water scarcity is equally pro¬ 
blematic fot urban and rural consumers, 
most of the beneficiaries appear to be 
urban. Using Table 1 and norms for water 
requirements it can be shown that the 
ratio of beneficiaries is approximately 3:1 
for urban:rural. Such a distribution of 
benefits appears skewed in an area where 
the target population is approximately 3:7 
urban:rural. This ratio is unlikely to 
reverse itself quite so thoroughly within 
40 years. It becomes fairly obvious that 
urban centres in central Gujarat are to be 
the true beneficiaries of drinking water. 

Further contradictions abound. Cal¬ 
culations show that the total number of 
rural beneficiaries in the year 2021 is pro¬ 
jected at 5 million. However, the rural 
population of Kachchh and Saurashtra 
alone in 1981 was already 7.2 million. If 
every single village in Kachchh and 
Saurashtra is to get the benefit of drink¬ 
ing water from SSP, how will this be 
managed? Or will the rural population in 
Kachchh and Saurashtra decrease? And 
what of rural beneficiaries outside 
Kachchh and Saurashtra? 

A completely neglected aspect of the 
plan to ‘drought-proof Kachchh and 
Saurashtra is the question of livestock. 
Large parts of the population of Kachchh 
and Saurashtra are pastoralist. Families 
maintain large livestock herds and the 
animals are an important economic and 


cultural resource. Cattle are the wont af¬ 
fected by drought. Large-scale migrations 
of cattle occur with every drought and cat¬ 
tle pounds are set up at central locations 
where fodder and water are supplied. 

No mention of livestock is made 
anywhere in the drinking water plans, or 
indeed in all the SSP development plans. 
Cattle consume large quantities of water, 
and their needs have to be met if any 
degree of ‘drought-proofing’ is sought. 

Costs 

The cost of supplying drinking water 
is estimated, very roughly, at ‘several thou¬ 
sand crores*. This cost has not been fac¬ 
tored into any overall cost-estimate of the 
SSP even though drinking water is a pro¬ 
minently mentioned benefit of the project. 
The entire cost-benefit ratio of the pro¬ 
ject may change if a realistic estimate of 
this expense is added. 

The moral imperative of supplying 
drinking water holds true only if the 
beneficiaries are in drought-hit areas with 
no other sources of water, not in cities 
with assured drinking water sources such 
as Ahmedabad and Gujarat. Nevertheless, 
the financial implications of spending 
additional “several thousand erdres” are 
very grave, especially in light of the ex¬ 
tremely tight fiscal situation of the cen¬ 
tral government, if the cost of drinking 
water supply had been included in the 
original proposal, the SSP may not have 
received clearance from the central 
government. The late unveiling of this ad¬ 
ditional cost may be thought of as an at¬ 
tempt to present a fait accompli in that 
expenditure already incurred is justified 
as a reason for further expenditure. This 
argument is the standard justification 
used for projects which run into problems 
due to environmental concerns or even 
cost/time overruns. 

The geographical spread of the bene¬ 
ficiaries implies very large pumping 
capacities, thousands of km of pipeline 
construction and maintenance, and setting 
up or augmenting an extensive bureau¬ 
cratic and technical infrastructure, all of 
which are very expensive. The planned 2.5 
month yearly dewatering of the canal 
system [NPG, 1989] will require the con¬ 
struction or improvement of existing 
storage facilities, an additional cost factor. 

Furthermore, the construction schedule 


Tabi e I: Non-Agricultural Water Demand in SSP Command (2021) 
(All figures in MAF) 


Demand 

Source 

Total 

Demand 

From Local 
Sources 

Recharge 

Withdrawal 

Balance 

Requirements 

Urban 

101 -i 




Rural 

0.2 > 

0.48 

0.14 

0.75 

Industrial 

0.16 J 




Tbtal 

1.37 

0.48 

0.14 

0.75 


Source. NPG. 1983:3. 
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oftKeSSP has been accelerated to that 
it is supposed to be completed in 10 years 
rather than the 17 originally envisaged 
[Patel, 1991: 76]. This requires an expen¬ 
diture of at least Ri 850 crore every year 
for the next nine years without accoun¬ 
ting for drinking water supply. If the 
drinking water scheme is to be im¬ 
plemented, from where will the resources 
for an even higher yearly expenditure 
come? 

Another aspect of project cost that 
must be considered is energy. The project 
will need large pun\ping facilities due to 
the widely dispersed locations of the pro¬ 
posed beneficiaries, and topographical 
variation (especially for Sabarkantha 
district, the iCathiawar area in Saurashtra, 
and the areas west and north-west of Bhuj 
in Kachchh). 

The energy required for such a large 
pumping capacity will not be negligible. 
It is not possible to obtain even an ‘ordcrs- 
of-magnitude' estimate of the energy 
demand without a detailed project plan, 
including geometry and sizing of system, 
and locations of end-points. But energy 
is an important factor to keep in mind 
when calculating the cost and feasibility 
of the project. Interestingly enough, no 
one has calculated the power required for 
the irrigation component of the SSP, 
which would be considerable keeping in 
mind the lifts in the Saurashtra and 
Kachchh branches, and of course the 
thousands of pumpsets that would be 
used for irrigation and drainage. Gujarat's 
share of firm power from the SSP is about 
80 MW—it would be ironic if the SSP 
were to consume more power than it 
generated for Gujarat! 

It is, therefore, essential that the im¬ 
plications of the true cost of the SSP be 
fully considered by the central government 
as well as the World Bank at this point, 
when only 10-15 per cent of the expen¬ 
diture (sans drinking water) has been 
incurred, to allow a reassessment of the 
financial feasibility of the entire project. 

How Much Water Is Available? 

The SSP is primarily an irrigation pro¬ 
ject. In terms of planned benefits, power 
is next in importance. The very lack of 
planning regarding drinking water shows 
that it is low on the priority list. Since 
irrigation and drinking water will come 
from the same source, it is important that 
the relative prioritisation of the two be 
established beforehand, and contingency 
and drought-scenario plans drawn up. 
Irrigation and drinking water must be 
seen as interlinked rather than separable 
variables. It is essential, therefore, to 
examine some irrigation-related aspects of 
SSP which impinge upon the supply of 
drinking water. 

The problem must be understood in 
terms of water availability and the 


overlapping technical and po&tioad factors 
affecting it. At a relatively general level, 
the factors affecting water availability are 
the actual dependable yield of the 
Narmada at the dam site, the efficiency 
of the system and the politics of operating 
the canal system. 

Thble 2 illustrates the existing controver¬ 
sy over the most basic figure for the 
SSP—the amount of water actually 
available for use. The minimum quantity 
of water available in the Narmada at the 
SSP dam site for three out of every four 
years (the 75 per cent dependable yield) 
was the figure used to apportion water 
between states by the Narmada Water 
Disputes Tribunal Award. When the 
award was made, actual flow data were 
available for only 22 years. The govern¬ 
ment hindcasted flow estimates using rain¬ 
fall data from 1891-1948. The resulting 
combination of hindcasted and actual 
flow data led to an estimate of 27.22 MAP 
as the 75 per cent dependable yield 
(henceforth referred to as the yield). 

As more actual flow data became 
available over the years, it became clear 
that the yield was considerably lower than 
previously thought, by 15-20 per cent. 
Hindcasting was causing an overestima¬ 
tion of yield. It is possible, but rather 
unlikely, that river flow was indeed 15-20 
per cent higher in the years before actual 
flow measurements were taken. While 
hindcasting is an accepied practice among 
engineers, any hindcasting which shows 
such a strong and consistent bias towards 
overestimation would be highly suspect. 

Other factors contribute to increasing 
uncertainty about the quantum of water 
finally available for the SSP If the 
Narmada Sagar Project upstream were 
not built (the World Bank has removed 
the NSP from its funding list and the 
government of Madhya Pradesh has no 
idea how to finance the Rs 3,000 crore 
project) there would be a loss of 17.8 per 
cent in irrigation and power benefits to 
SSP [MAI, 1979: Vol II: 102], The World 
Bank estimates an even greater loss in 
benefits: 25 per cent in power and 30 per 
cent in irrigation [Morse and Berger, 
1992:250]. In addition, further uncertainty 
in estimating the yield is caused by the fact 
that the highest flows in the Narmada 
occur over a very short period during the 
monsoons (CWC, 1992), and that flow 
measurements taken under such condi¬ 
tions would have very large errors 
associated with them [Morse and Berger, 
1992:248]. 

Thus, the actual yield of the Narmada, 
and thus the water allocated to Gujarat, 
is not yet accurately known. The Indepen¬ 
dent Review report concludes that there 
will probably be less water in the system 
than estimated [Morse and Berger, 
1992:250] and that the large yearly 
variability in the system will make relying 


on a 75 per cent dependable flow very pro¬ 
blematic It is quite likely that the yield 
may be up to 15-20 per cent lower than 
estimated. In that case, the allocation of 
water to Gujarat, and thus the water 
availability assumed for the SSP, may 
drop by the same proportion. 

The amount of water that may be 
finally delivered by the SSP becomes an 
even more uncertain figure when efficien¬ 
cies of the planned system are considered. 
The SSP authorities have “deemed feasi¬ 
ble” an overall water use efficiency of 60 
per cent [NPG, 1983:12] for irrigation and 
of 75 per cent for drinking water supply 
[NPG, 1983:4], The water use efficiency 
figure for irrigation seems to be an 
unreasonably optimistic figure, in light of 
the relatively low efficiencies (20-35 per 
cent) of existing systems in India [Morse 
and Berger, 1992:308]. 

The Independent Review estimates that 
canal efficiency is unlikely to increase 
above 40 per cent in spite of concrete lin¬ 
ing of canals up to the 8 ha chak. Fur¬ 
thermore, the project authorities are now 
seeking to relax standards related to lin¬ 
ing of distributaries and minors [Morse 
and Berger, 1992:308]. The net effect may 
be a reduction in the quantity of water 
available for irrigation by over 33 per cent. 
Taken in conjunction with yields that are 
15 20 per cent lower than assumed and a 
decrease in irrigable area by at least 17 per 
cent due to the NSP not being built, the 
amount actually available for irrigation at 
75 per cent dependability may be only 
44-47 per cent of what has been assumed 
and could even drop as low as 35 per cent 
of the planned amount. 

if the amount of water available is ac¬ 
tually lower than assumed for project 
planning, how would the project 
pa:; meters be affected? Would the pro¬ 
ject be readjusted to provide irrigation to 
a smaller area? Would there be sufficient 
water to transport to Kachchh and 
Saurashtra, more than 350 km away? 
What would happen to the amount ear¬ 
marked for drinking water? 

If the SSP were to be built, the first 
areas to receive irrigation would be 
Bharuch and Baroda districts. Already 
economically strong and politically 
powerful areas, their political clout would 
increase tremendously with irrigation. 


Tabli 2. 75 Prp Cent Df.hendable 
Yin n or Narmaim 


Year of 
Study 

Official 

Yield 1 

(MAF) 

Actual Flow Data 2 
(MAF) 

1966 

27 

22.28 (15 years of data) 

1978 

27.22 

22.28 (22 years of data) 

1983 

27.79 

23.16 (33 years of data) 

1990 

27.22 

22.69 (42 years of data) 


Notes: I From Patel, 1991:60. 

2 Calculated from CWC, 1992. 
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However, the canal operation policy of the 
SSP is to supply farmers with only 21 in¬ 
ches of water a year, maintaining an in¬ 
duced scarcity by supplying water 
volumetrically on a rotational basis. The 
authorities fondly hope that fanners will 
be persuaded to grow . .crops... which 
consume less water, but are comparative¬ 
ly more remunerative” [Patel, 1991:76]. 
What is much more likely is that farmers 
will grow cash crops that require a lot of 
water, and resist efforts to enforce cropp¬ 
ing patterns by centralised regulation of 
canal flow. This could upset the estimates 
of water demand which are based on 
planned cropping patterns, and lead to 
decreased availability in the lower reaches 
of the system. 

Not coincidentally, licences for five new 
sugar factories have been issued in Baroda 
district alone over the last year, obvious¬ 
ly in anticipation of SSP irrigation. Sugar¬ 
cane is a crop that requires vast quantities 
of water, and made up only 0.2 per cent 
of the command area in 1980-81. With the 
example of the Maharashtra sugar barons 
right next door, the incentive to build 
another sugar empire is very high. 

Under such conditions, how political¬ 
ly feasible would it be to supply water on 
a rotational basis and on the basis of lan¬ 
dholding, without being forced to meet 
demands? Once the farmers of central 
Gujarat receive the surplus water that 
would be available before the further 
reaches of the canal were built, how can 
it be taken away from them? 

This would only serve to compound the 
problem created by decreased water 
availability in the system. With even irriga¬ 
tion to the entire command becoming very 
difficult, what chance would a low priori¬ 
ty use like drinking water have? Given that 
drinking water supply areas are all located 
in the far reaches of the canal system, the 
allocation of water between farmers and 
domestic consumers would, at the very 
least, become an increasingly contentious 
political issue. 

It becomes clear that the supply of 
drinking water from SSP is beset with pro¬ 
blems and uncertainties. It is unclear how 
much water will actually be available. It 
is unclear how many people are expected 
to benefit from the supply of drinking 
water. It is unclear how much the project 
will cost, who will pay for it, and from 
where the money will come. It would be 
very useful to compare these uncertain¬ 
ties with the actual plan for the supply of 
drinking water, but there is no plan! 

There appears to be no reasonable ex¬ 
planation lor the lack of a comprehensive 
plan for drinking water. The rhetorical 
value of ‘parched throats’ and ‘water for 
30 million people’ seems to far outweigh 
actual planning effort put into evolving 
a workplan. Of the 13 chapters in the first 
volume of the Sardar Sarovar Develop¬ 


ment Plan just four pages were devoted 
to drinking water supply [NPG, 1983]. 
Even these did no more than describe 
what the Narmada Water Disputes 
Thbunal had to say about the subject. 
Eight years later, about three additional 
pages of information were made available 
(NCA, 1991]. 

The detailed project report is suppos¬ 
ed to be available by the end of 1992 
[NCA, 1991 ], but there is no way to deter¬ 
mine hcnV detailed or feasible the plan will 
be. The SSP authorities have abdicated 
responsibility for the plan, its execution 
and its finance to the Gujarat Water Supp¬ 
ly and Sewerage Board, a bod,' whose 
‘study’ claims to desire to supply water to 
uninhabited villages! In the meanwhile, 
the suspicion that any drinking water 
from the SSP will go to the rich and 
politically powerful areas of central 
Gujarat seems to be coming true with the 
allocation of a sizeable quantity of SSP 
water to Baroda by the GWSSB, using 
‘‘recalculated figures” to show that there 
will be more water in the system due to 
high efficiency in transportation. Not only 
is the provision of drinking water from the 
SSP to Baroda a direct contravention of 
the project authorities’ own directives, but 
it is amazing that efficiency of transport 
can be calculated in a system that has not 
even been designed so far. 

The indications are that the Aiimedabad- 
Baroda corridor will get as much water 
as it needs from the SSP, but as far as the 
project authorities are concerned, supply¬ 
ing drinking water to Kachchh and 
Saurashtra has a low priority. Kor the 
people of Kachchh and Saurashtra the 
assurance of drinking water appears to be 
a cruel hoax. Meanwhile, the World Bank 
has repeated the “water for 30 million 
people” claim in its reports without ask¬ 
ing for any details from the project 
authorities. 

In all the heat and dust raised by the 
desire to quench parched throats, there 
has been no study or even mention of 
alternative methods for obtaining drink¬ 
ing water for Kachchh and Saurashtra in 
any project literature. The SSP has been 
pronounced to be the only viable alter¬ 
native without a detailed plan or evalua¬ 
tion of other alternatives. The absence of 
cost estimates for most of the alternative 
means of providing drinking water shows 
the neglect of principles of sound 
economic planning. 

An alternative considered by the 
Gujarat government involved the building 
of a pipeline bridge across the Gulf of 
Khambat to transport Narmada water to 
Saurashtra. This was supposed to utilise 
water from the SSP, but it is entirely 
feasible to tap water directly from the 
Narmnda near Ankleshwar. A recent 
study claimed that the construction of 
four wells next to the Narmada (down¬ 


stream of the SSP site) would be mfTident 
to supply the water needs of all of 
Kachchh and Saurashtra. 

Desalinisation has been dismissed as a 
possible strategy due to high cost, but 
there is no public analysis of the cost of 
desalinisation using the latest reverse 
osmosis technology. Interestingly, a 
desalinisation plant became operational 
in India last year, so the technology is 
available within the country. 

The Vivekananda Thist, which operates 
several small-scale watershed management 
projects in Saurashtra, advocates a mix¬ 
ture of technologies applicable at the 
village- or block-level that rel$ on micro- 
watershed management, lift irrigation, 
village tank maintenance, afforestation, 
etc, to satisfy water needs looally and in 
a decentraliswi manner. It is emphasised 
that each area needs to develop its 
own solution to the problem of water 
availability. 

Rather than rely on the SSP as a 
panacea, the government of Gujarat needs 
to consider all these alternatives careful¬ 
ly. The SSP alternative should bd pursued 
only if it is judged to be the only feasible- 
and cost-effective alternative after a 
careful study of all options. 

Conclusions 

The reliability of the drinking water 
component of the SSP cannot be esti¬ 
mated in the absence of a detailed plait. 
However, current limited planning effort 
is careless, incompetent and riddled with 
inconsistencies. Careful and realistic 
studies of water availability, demand, 
energy requirements, costs, priorities and 
alternatives are needed before reasonable 
goals and targets can be set. Rhetorical 
flourishes cannot substitute for plans. 

As it stands, drinking water supply on 
the scale claimed by the project authorities 
cannot be considered a feasible goal of the 
SSP. It is very likely that the system will 
provide much less water than promised, 
and at a very large cost whose magnitude 
and financing is completely unknown. 
There is a strong possibility that drinking 
water from the SSP will be used for the 
large urban agglomerations of central 
Gujarat, and that the drought-hit people 
of Kachchh and Saurashtra will be left 
high and dry. 
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ASSAM 

Now There, Now Not There 


Knmaroopi 


Three themes dominated the debate on the no confidence motion 
in the Assam assembly: the chief minister’s contortions on illegal 
migrants from Bangladesh, the stalemate over formal talks with 
ULFA and the demands for a separate Bodoland and an 
autonomous hill districts region. 


THE two-day session of the Assam 
Assembly (June 15-16) rather adven¬ 
titiously provided the occasion for an 
overall view of the present political situa¬ 
tion in Assam. The session, initially meant 
to last just one day (June 15), the listed 
business being only the ratification of the 
Constitution (76th Amendment) Bill, 
1992, providing for the inclusion in the 
Electoral College for electing the country’s 
president members of the legislative 
assemblies of Chandigarh and Delhi 
(already passed by both the houses of 
parliament), had to be extended by a day 
because the combined opposition moved 
a motion of ‘no confidence’ against the 
Hiteswar Saikia ministry. 

As one observed the proceedings that 
day in the house, one could not help feel¬ 
ing that the routine accusations of corrup¬ 
tion, incompetence, broken promises and 
plain prevarication brought against the 
council of ministers—which in the con¬ 
text of Assam means only chief minister 
Hiteswar Saikia—were merely the over¬ 
tones of a melody whose real music was 
being played elsewhere. 

Three broad themes dominated the 
debate, apart from the routine charges of 
corruption and incompetence. 

First, the chief minister’s contortions 
over the issue of the presence in the state 
of illegal migrants from Bangladesh. After 
declaring on the floor of the house on 
April 10 that ‘between two and three 
million’ of such illegal migrants were 
staying in the state, Hiteswar Saikia had 
been making several contradictory pro¬ 
nouncements which culminated in his dec¬ 
laration at a public function in Juria in 
Nagaon district on June 7 that ‘there were 
no illegal migrants in Assam’, though just 
the day before, on Jun£ 6, in his address 
to the Conference of Directors General 
and Inspectors General of Police at 


Guwahati, the chief minister had himself 
spoken of “security problems created 
by masses of illegal migrants from 
neighbouring countries”. 

Second, the prolonged stalemate over 
the beginning of formal talks wjth 
the United Liberation Front of Asom 
(ULFA). Here too, the chief minister 
seems to have overreached himself and the 
splits in the organisation, once viewed as 
yet another instance of the masterly 
manoeuvring capacity of Hiteswar Saikia, 
now appear to have acquired altogether 
different dimensions with ‘pro-talkers’ 
and ‘anti-talkers’ further divided among 
themselves. 

Finally, the demand, by the Bodoland 
agitation leaders, for the creation of a 
separate Bodoland and, by the leaders of 
the Autonomous State Demand Commit¬ 
tee (ASDC), for the constitution of the 
two autonomous hill districts into an 
autonomous state within Assam, lb be 
fair, Hiteswar Saikia’s freedom of 
initiative on both these issues is strictly 
limited. While the Bodoland agitation 
leaders have formally resumed their agita¬ 
tional programmes and have threatened 
to expand them to the destructive levels 
of 1988-89, the ongoing dialogue with the 
ASDC leaders continues to be acri¬ 
monious, with no solution in sight. 

Evrty one of these issues is a matter of 
vital concern to the people of the state. 
And yet, despite the transparent incon¬ 
sistencies in the stand of Hiteswar Saikia 
on each of them, the opposition parties 
could not drive home the advantage. 

Indeed, the opposition parties could 
not even exploit the strains within the 
Congress(I) of which the most recent, 
(hough hot the most blatant, instance had 
been the decision of the party leadership 
to discontinue the party’s ‘peace march’ 
while it was midway, because of the con- 
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traversal ‘hijacking’ of the leadership of 
the march by the new member of the 
Rajya Sabha from the state; Matang 
Singh, widely depicted in the local press 
as a leading member of the ‘coal mafia’ 
in Upper Assam. 

However, even though Hiteswar Saikia 
successfully dealt with the feeble; ill- 
prepared and deeply divided opposition 
within and outside his party, this does not 
mean that his problems are at an end. The 
issues themselves remain and are bound 
to torment and challenge him in newer 
ways. For instance, Hiteswar Saikia’s 
backtracking on his assembly statement 
of April 10 can only be explained in terms 
of the pressure he came under following 
the emergence of the ‘Muslim Forum’ 
which served notice on Saikia to withdraw 
hts remarks, or else... 

Not surprisingly, the Muslim Forum 
comprises overwhelmingly active Con¬ 
gressmen and has been openly patronised 
by Matang Singh. Some idea of Hiteswar 
Saikia’s own calculations in this regard 
can be had in the fact that during his reply 
to the debate on the no confidence 
motion, he confirmed his earlier observa¬ 
tions in the house on April 10 even as he 
‘clarified and modified’ his earlier state¬ 
ment. This suggests that he may have 
retrieved the card he had tried to overplay, 
with lack of prudence, but he has not 
discarded that card for good 
Similar uncertainties dog his initiatives 
to secure a formal dialogue going between 
the ULFA and the union and state govern¬ 
ments. The split in ULFA increasingly 
looks much less clear than it appeared at 
first, with those in favour of peace talks 
publicly* affirming their commitment to 
the Constitution and firmly ranging 
themselves against the hardliners. 
Alignments even within the so-called pro¬ 
talks and anti-talks factions appear to be 
shifting; and the composition of the 
ULFA team that held talks with the chief 
minister on June 25 as well as the replace¬ 
ment of Munin Nobis as ‘convenor’ of the 
pro-talks group by Chakra Gohain, a 
known confidante of ULFA’s ‘commander- 
in-chief Paresh Barua, is only the latest 
instance of how complex and interlocking 
the split in ULFA is. 

Perhaps some of these contradictions 
can be explained by the fact that Hiteswar 
Saikia has not been entirely successful in 
selling his line that even, talks with a fac¬ 
tion of ULFA, with its top leadership stay¬ 
ing away, would yield results. But more 
than the union government’s reservations, 
what Hiteswar Saikia's initiatives lack is 
legitimacy within the state. Here, no one 
can help him though, fortunately for him, 
his opponents within and outside his party 
are at an even greater losj in handling the 
situation. 

As is so often the case with successful 
politicians, Hiteswar Saikia’s friends are 
the heaviest millstones round his neck; 
and even if he were to get rid of them he 
cannot get rid of his worst enemy, himself. 
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Emerging Upper Caste Alliance 

Kiialuw Chaitanya 

Emerging upper caste alliances and a reassertion of feudal values 
were the features of the issue-less elections for the upper houses in 
the state and the centre'and the by-elections in Bihar. 


IN the past the biennial elections Ur the 
Rajya Sabha and Vidhan Parishad seats 
in Bihar used to be a routine affair. This 
time however not only has it lead to new 
electoral equations but created history of 
sorts as for the first tune, the entire polling 
was countermanded. Most significantly 
however, the elections have served to 
reiterate feudal values. 

"Thkht boded do. toj Modal do, vanshvad 
ka raj badal do" used to be one of the 
major slogans of the non-left, non- 
Congress(I) parties in Bihar. Not any 
mom The June by-elections showed that 
ail the non-left political parties stand for 
the strengthening of the institutions*of 
feudalism and patriarchy. The by-elections 
resulted from the death of candidates 
elected from these seats and when it came 
to choosing their successors, concerned 
political parties decided to field their 
patriarchal heirs. Thus for the Ihmar 
Vidhan Sabha seat, the Congress(l) decid¬ 
ed to field the son of T Muchirai Munda 
who held the seat before his death. 
Similarly, for the Giridih Lok Sabha seat 
the JMM decided to field Raj Kishor 
Mahato, the son of Binod Bihari Mahato 
who held this seat. However, for the 
Vaishali and Danapur seats, the Con- 
gressfl) and the Janata Dal had to fall 
back on the wives since neither Hemant 
Sahi and Bjendra Rai, the men who held 
the two seals had sons to inherit their elec¬ 
toral fields. Vfeena Sahi was fielded by the 
Congress(I) from Vaishali and Siya Devi 
by the Janata Dal from Danapur seat. All 
these candidates were political novices and 
did not try to explain away the fact that 
they were fighting the elections just 
because of their patriarchal lineage. Nor 
did they try to project a political image 
of their own, different from their fathers/ 
husbands. The wives and sons went 
around seeking ‘sympathy votes’. At 
Vaishali, the Congressfl) had another 
‘star’ campaigner. Lovely Singh, wife of 
the SJP MLA Anand Mohan Singh. If 
Meena Sahi was seeking votes in the name 
of her late husband, Lovely Singh went 
much beyond that. During her campaign 
she sought to address the rajputs and the 
women. The theme of her speeches was 
that she had come to Vaishali since she 
had been ordered by her ‘suhag’ who is 
facing a threat to his life from the state 


government since he has taken upon 
himself the task of protecting the ‘rights’ 
of the upper castes and so the rajputs 
must strengthen his hands by casting their 
votes in favour of Veena Sahi as per his 
wish. 

Such unabashed propagation of feudal- 
patriarchal values had never been wit¬ 
nessed before. While the Congress(I) cam¬ 
paign on these lines was hardly surpris¬ 
ing, since the party is known to be deeply 
enmeshed in the feudal-patriarchal ethos 
that the Janata Dal which is fighting for 
‘social justice* to the economically 
deprived and socially downtrodden classes 
should resort to this is surprising. Ob¬ 
viously it does not see the prevailing 
feudal ethos as an impediment to esta¬ 
blishing an order of ‘social justice’ and if 
that is so its analysis of the existing social 
order is basically flawed. Similarly a ‘bet¬ 
ter world’ for the tribals for which the 
JMM is avowedly fighting, would be 
governed by feudal-patriarchal values. 
How else can the fielding of the son of 
Binod Bihari Mahato for an election 
which it considers ‘very important’ at a 
‘crucial phase in its struggle’, be otplained. 

Given this setting, it was hardly sur¬ 
prising that these by-elections proved to 
be utterly issueless. If the parties seeking 
to retain their seats were busy seeking 
votes in the name of patriarchal lineage, 
the other parties seeking to snatch these 
seats did not try to raise popular 
grievances either. Thus the drought-like 
situation in Giridih and Ihmar, the death 
of eight tribals due to starvation, the un¬ 
finished irrigation schemes did not figure 
in the election campaign of any party bar¬ 
ring those of the left. Similarly the conti¬ 
nuing deaths due to kala azar in the 
villages of Vaishali or the sorry plight of 
poor peasants of Diara which gets sub¬ 
merged every year by Ganga waters was 
not mentioned even once by the con¬ 
testants at Danapur. The failure of the 
political parties to voice popular 
grievances naturally gave a field day to the 
communal and casticst forces. 

At Giridih the victory of JMM was 
never in doubt with the Janata Dal and 
the left parties supporting it. Last time too 
its candidate Binod Bihari Mahato had 
defeated hjs nearest BJP rival by more 
than one lakh votes. This time however, 
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the BJP had fielded Samresh Singh, the 
mafia don from Dhanbad, to oppose the 
JMM candidate and went all out to win 
this seat. BJP was not only relying on the 
muscle power at Samresh’s disposal but 
was also counting on the communal pas¬ 
sions of the Hindus, which it tried its best 
to whip up. Not only were the tapes of 
Uma Bharti and Sadhvi Ritambara’s 
speeches recorded during the 1990 
Ayodhya episode widely circulated, 
Ritambara was sent on a whirlwind tour 
of the Giridih constituency. In her 
speeches at Giridih she openly exhorted 
the Hindus to wipe out Muslims. However 
the communal campaign of the BJP 
misfired and together with the 1.2 lakh 
Muslims who voted en bloc, a large 
number of secular Hindu votes also went 
in favour of the JMM. 

The 1991 Lok Sabha elections had 
witnessed seat adjustments among the 
NF-LF parties in Bihar. This time however 
the combine developed fissures as both the 
JMM and CPM put up candidates for the 
Ihmar seat. As per the existing electoral 
understanding, as also, the performance 
of CPM during the last elections, Ihmar 
seat should have gone to the CPM. The 
JMM, however, remained adamant and 
thus ensued a ‘friendly fight' between the 
CPM and JMM, the beneficiary of which 
was the Congress(I) which retained this 
seat. 

New Caste Alliances 

The ty-dection for the Vushali scat saw 
the emergence of new caste alliances. The 
Vaishali Vidhan Sabha constituency is 
dominated by bhumihars who are not 
only numerous but are also powerful 
economically and politically. Their 
dominance, however, is being challenged 
by the yadavs who are numerically the 
second largest in the area. During the 1990 
Vidhan Sabha elections, the backwards- 
rajput alliance had led to the victory of 
the Janata Dal candidate Ramsunder Das. 
However, following his subsequent elec¬ 
tion to the Lok Sabha, Das resigned his 
Vidhan Sabha seat. And in the by-election 
for the Vaishali seat, held last November, 
the bhumihar lobby in the Congress(l) 
had prevailed upon the party leadership 
to field the son of the prominent party 
leader L P Sahi, Hemant Sahi who dur¬ 
ing the mandal-mandir controversy had 
acquired quite a reputation for the treat¬ 
ment meted out to the votaries of man¬ 
dat who were opposed to the mandir cam¬ 
paign of upper caste Hindus launched by 
the BJP and had thus emerged as a cham¬ 
pion of upper caste interests. So during 
the November 1991 by-elcctions rajputs 
also decided to forget their traditional 
antagonism towards the bhumihars and 
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support Sahi. Thus for the first time a 
perfect rajput-bhumihar alliance was seen 
in Bihar. 

Working for the rajput’s alliance with 
bhumihars was none other than the 
former chief minister Satyendra Narain 
Sinha, who continues to be the uncrown 
ed ‘king’ of feudal rajputs in Bihar who 
refer him as 'chhotey sahab’. And he had 
compelling reasons for that. Sinha has 
suffered major electoral reverses after the 
1989 Lok Sabha elections, amounting to 
humiliation in his own feudal fiefdom, 
Aurangabad. Firstly, he tried to bring his 
daughter-in-law into politics by fielding 
her from the Aurangabad seat which, he 
had never lost. She however lost her 
security deposit. Hurt by this jolt to his 
feudal pride, he sought to regain his lost 
‘kingdom’ by fielding himself from the 
Aurangabad seat during the 1991 Lok 
Sabha election. But suffered a humiliating 
defeat when he lost to the man whom he 
used to employ to capture booths for him 
in the past. As if this were not enough, 
he was denied renomination to the Bihar 
Vidhan Panshad during the 1990 biennial 
elections and left to retire unceremonious¬ 
ly. Sinha then started to work towards 
bringing about an alliance of the rajputs 
and bhumihars. Such an alliance, in his 
view, was not only essential to defeat the 
backward caste-kulak lobby which had 
succeeded in capturing political power in 
the state and was steadfastly spreading its 
dominance over the political economy of 
the state, but also to counter the continu¬ 
ing sway of the brahmins over the state 
Congress(l) epitomised in the success of 
Jagannath Mishra in the state party elec¬ 
tions. The November 1991 by-elections for 
the Vaishali seat provided him with an op¬ 
portunity to demonstrate the effectiveness 
of the new alliance. There was a personal 
interest as well. Since 1977, he has been 
fielding his wife Kishori Sinha from the 
Vaishali Lok Sabha constituency. Since 
Vaishali from where Kishori Sinha hails 
happens to have a sizeable rajput popula¬ 
tion she had won in ail the elections since 
1977. However during the 1989 general 
elections and 1991 mid-term elections she 
had to suffer crushing defeats at the hands 
of the Janata Dal candidate By ensuring 
the rajputs’ support to his party’s can¬ 
didate Sinha could have very well em¬ 
barked on his campaign to regain his lost 
empire. 

Sahi, supported by bhumihar and 
rajput lumpens proved to be more 
resourceful and skilful in booth captur¬ 
ing than his Janata Dal rival and won 
comfortably. His victory had given a new 
lease of life to the upper castes. However, 
his death in March this year, following a 
shoot-out at the Goraul block office 
where he had gone to procure a contract 


for one of his men occasioned another by- 
election for the Vaishali seat. 

Since the Congress(I) this time had 
fielded Sahi’s wife, rajput leaders feared 
that their castemen would not rally behind 
the bhumihar candidate, since she was a 
woman. So they sought to utilise the ser¬ 
vices of Anand Mohan Singh, the SJP 
MLA with a known criminal record, who 
by successfully foiling the attempts of the 
Bihar police to arrest him and by openly 
vowing to kill the CM Lalu Prasad has 
emerged as a hero among the rajputs. 
Singh however, considered it beneath his 
rajput pride to support a woman in an 
election and that too with a ‘widow’. So 
he sent his wife Lovely Singh to campaign 
among the rajputs at Vaishali. 

The visit of Lovely Singh to Vaishali 
proved a boon to the rajput leaders. She 
not only successfully motivated the rajput 
men to support the ‘widow’ but also suf¬ 
ficiently encouraged the womenfolk to 
come out of the confines of their home 
and caste, what to many proved to be the 
first vote they had ever cast. Had this been 
a spontaneous action, it would have 
meant a significant attempt by the rajput 
women to do away with the feudal- 
patriarchal values. But this move was in 
toto dictated by the men’s wishes and 
diktats. In the past, women in rajput 
families, were not ‘permitted’ to go to cast 
their votes. On the polling day their 
ballots were stamped by rajput menfolk. 
This time however this ‘stamping’ was not 
possible since the district administration 
was hellbent on preventing booth¬ 
capturing. Rajput leaders, however, 
wanted to take every possible measure to 
consolidate their new alliance with the 
bhumihars. Lovely Singh was roped in to 
encourage the rajput women to come out 
of their homes to vote for Veena Sahi. 

What was witnessed at Vaishali was not 
a localised affair but a result of the efforts 
of powerful leaders of the upper castes 
who have been working towards effecting 
such an alliance throughout the state The 
denial of renomination to the retiring 
Congress(J) Rajya Sabha and Vidhan 
Parishad members belonging to the castes 
provided further grounds for caste leaders 
to work towards consolidating their 
alliance- While the bhumihar leaders were 
upset over the party leadership’s decision 
to deny another term to the three retiring 
Rajya Sabha members belonging to their 
caste, ‘king’ Mahendra, Pratibha Singh 
and C P Thakur, the rajput leaders were 
unhappy that neither Brojkishor Singh 
nor Nageshwar Singh, both rajputs, had 
been fielded again for the Vidhan 
Parishad. Thus they openly came out 
against the ‘highly unjustified’ act of the 
party high command which was “another 
instance of the unjustifiable denial’’ of the 


interests of bhumihars and rajputs who 
had steadfastly formed the “backbone of 
Congress(I) support base in Bihar’’. The 
most prominent bhumihar leader of north 
Bihar, L P Sahi who had earlier got his 
daughter-in-law nominated as the political 
heir of his son Hemant Sahi, issued a 
press statement that the "bhumihars are 
very hurt that their interests have been 
ignored once again although they have 
constituted the bulwark of Congress sup¬ 
port” and went on to warn the party 
leadership to realise “from where the Con¬ 
gress gets its votes” (Hindustan Times, 
Patna, June 14, 1992). On behalf of the 
rajputs, Satyendra Narain Sinha took 
up the cudgels. In an interview to the 
Hindustan Times (June 14, 1992) he 
described how none of the rajput leaders 
including himself retiring from the 
legislative council over the past two years 
had been renominated. And in keeping 
with his new mission of forging and con¬ 
solidating the rajput alliance with 
bhumihars, he voiced his anger at the 
denial of renomination to the three 
bhumihar leaders to the Rajya Sabha and 
vehemently criticised the “continuing at¬ 
titude of the party leadership to take the 
two dominant caste groups, rajputs and 
bhumihars for granted”. Sinha chose the 
occasion to declare for the first time open¬ 
ly that “he stood for rajput-bhumihar 
unity” and in an obvious reference to the 
role of the rajputs in ensuring the victory 
of Hemant Sahi in the November 1991 
by-election and after his death, that of 
his wife in June by-elections, declared that 
the “rajputs have done their bit in 
Vaishali” and now “it is for bhumihars to 
reciprocate”. 
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The Earlier Turbulence 
How the Emergency Hits Back 

Anil Nauriya 

The case of Jagmohan vs Mulgaonkar, etc, is a good illustration 
of the distortions that occur when institutions are systematically 
destroyed and of how the emergency still hits back in more ways 
than one 


IT is always touching to see the pro- 
tagonists of the emergency seek shelter of 
legal institutions in order to vindicate 
themselves. Since it is legal institutions 
and systems which were the primary target 
of attack in 1975-77, even an apparent 
victory in this attempt involves at least a 
recognition of the limits to authority in 
contradistinction to the absolute power 
which petty functionaries assumed to 
themselves at the time. 

The judgment in the case of Jagmohan 
vs Mulgaonkar, etc, shows that the 
recovery from the emergency, and the 
damage that it caused to the consti¬ 
tutional institutions and political culture 
of the country, is not yet complete. It is 
true, of course, that a magistrate’s 
judgment is but a preliminary step in tl j 
uphill judicial journey that a criminal 
proceeding involves. 

The case concerns incidents relating to 
the demolition of dwellings and the firing 
that took place in and around Turkman 
Gate in Delhi during the emergency in 
April 1976. Jawid l,aiq, then a journalist 
with the Indian Express wrote about this 
incident a year later, after the emergency, 
when censorship was lifted and the Janata 
Party government had come to power. In 
this report he made a reference to an 
alleged meeting between Jagmohan, who 
had been vice-chairman of the Delhi 
Development Authority, and Sanjay 
Gandhi at a hotel close to Turkman Gate 
around the date of the incident that took 
place there. In his report, Laiq referred 
also to certain statements and opinions of 
Jagmohan which had been repeated to 
him by Chaudhuri Qyamuddin, a local 
political leader, and Inder Mohan and 
Siraj Piracha who had been doing social 
work in the area. Jagmohan does not 
appear seriously to have done anything 
about this report for more than two years 
after its publication. Ultimately, in June 
1979, by which time dissensions within the 
Janata government had begun to attract 
considerable public attention, Jagmohan 
filed a criminal complaint of defamation 
against, inter alia, S Mulgaonkar, the 
editor-in-chief of the Indian Express at the 
relevant time, and Jawid Laiq who had 
written the report. He filed this case after 


the time provided in the law for filing the 
civil action for defamation had expired. 
As criminal action implies a greater sense 
of urgency, the delay in filing it would 
appear to be a significant factor to be 
considered by an appellate court. 

Journalists’ organisations have con¬ 
demned the judgment as perverse. If 
perversity could be identified so easily as 
to be apparent on the very face of a 
document or a situation, the country 
would perhaps not have been led so easily 
up the garden path of the emergency. The 
judgment is surely entitled to a reasoned 
critique informed with the recognition 
that the ordinary citizen often needs to 
defend his liberty, honour and dignity not 
only against the state but also against a 
press controlled by a few entrenched 
interests which thrust their own economic 
values and an assumed social elitism 
upon the newspaper. For example, in the 
1950s the press dubbed the so-called 
‘Hindiwallas’ within and outside the 
Congress as arch-conservatives (somewhat 
inaccurately in the case of certain persons 
like Purushottam Das Huidon). Civil and 
military service officers, who had served 
the Raj and were uncomfortable with 
many of their new political masters, gave 
vent to their frustration to scribes of a 
similar background who lapped up all the 
gossip with their usual superficiality. 
Peasant leaders in subsequent years 
received a shoddy press as did the issues 
thrown up by the order implementing the 
Mandal Report. It is necessary to state this 
as a reminder that some restraints are 
helpful and that an effective law on 
defamation is one such restraint upon the 
press, many of whose paragraphisis would 
stop at nothing if they could take their 
predilections to a natural conclusion. 

The question, therefore, should be 
discussed at two distinct levels. First, the 
extent to which the press and the consti¬ 
tutional institutions are able to retain their 
objectivity and independence despite their 
background and despite the damage done 
by the emergency experience. And second, 
quite apart from the nature of the press 
or the nature of the judiciary, the specific 
argument advanced in the judgment and 
the extent to which this stands close 


scrutiny. While many points will arise 
before an appellate court, some aspects 
are of wider interest and require 
discussion because of their impact upon 
the citizen and the press. 

Jagmohan has claimed before the 
magistrate that he has rendered public 
service of a high order and that his 
devotion tb duty and his secular outlook 
are well known to the public and to the 
government of India. Since his overall 
role forms the backdrop of the case it 
is instructive to note what the Shah 
Commission of Enquiry, which was 
headed by a former chief justice of India 
known for his integrity, said in its interim 
report of April 1978: “Shri Jagmohan, 
during the emergency, became a law unto 
himself and went about doing the 
biddings of Shri Sanjay Gandhi without 
care or concern for the miseries of the 
people affected thereby;’ It is surprising 
that the Shah Commission report does not 
figure in the judgment of the learned 
magistrate. 

Jagmohan does not appear to have 
been defamed by all the references to him 
in the report of the Shah Commission and 
elsewhere about how he acted at the 
behest of the then prime minister’s son 
who exercised authority without any 
responsibility. Rather than his total 
role, what appears to have affected his 
reputation adversely, as made out in the 
judgment, is the report that he was present 
at a particular hotel on a particular day 
and the fact that the words attributed to 
him in certain statements directed at those 
who became victims of the bullets and 
bulldozers to which Jawid Laiq had 
referred, did not tally with the particular 
words ultimately used by witnesses several 
years after the incident. An extreme 
caricature of Jagmohan's position would 
involve Adolf Hitler claiming on resur¬ 
rection that he had been defamed not by 
accounts of his overall role but by (he 
report that at a particular meeting in 
Berlin in early 1945 he shook his fist at 
General Guderian and by the fact that the 
words attributed to him were not used by 
him at all and that indeed no meeting 
took place on that particular day. 

A peculiar feature of defamation cases 
is that the complainant has to prove that 
the words complained of resulted in 
damage to his reputation: this leads to the 
paradoxical situation that the witnesses 
brought to support the complainant’s 
case mus» say that their faith in the 
complainant's integrity has been shattered 
on reading the report. Contrariwise, the 
witnesses brought by the defendant must, 
in order to support (he defendant’s case, 
either prove the truth of the report in 
question or generally make light of the 
whole thing. Accordingly, Jagmohan 
produced witnesses to state that on 
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reading the report in question their faith 
in his secularism and honesty was 
destroyed. As against this the defence 
witnesses, which included such venerable 
persons as Inder Mohan, started their 
testimony (in the examination-in-chief) by 
affirming the news report and ended, in 
their cross examination which took place 
some years later, with having no clear 
recollection of what they had told Laiq. 

The following question was put to Inder 
Mohan which, considering the strange 
syntax and punctuation, can be read in 
various ways: “Whether the views of 
Mr Jagmohan were communal or not, 
when according to you. Mr Jagmohan 
stated that he did not want to have a 
mini-Pakistan in Ibrkman Gate area!’ 
According to the script for defamation 
cases, Inder Mohan should either have 
confirmed the article or said nothing 
inconsistent with his earlier statement 
about it. He appears to have done 
neither. But the earlier pait of Inder 
Mohan’s testimony (his stalernent in the 
examination-in-chicf) as also a part of his 
cross examination suppoits Hiiq’s story, 
carries weight and cannot quite be 
brushed aside. For example, Inder Mohan 
•reiterates even ift his cross examination 
the fact that Jagmohan did make a 
statement describing Ibrkman Gate as a 
“mini-I’akistan”. 

The magistrate has recorded the 
account of another witness, Siraj Piracha: 
“Sanjay Gandhi, Ramesh Dutta and 
Mr Jagmohan and Iwo unidentified ladies 
in Ranjeet Hotel were drinking sonic 
drinks ('pee pila rahe they’). Chaudhary 
Qyamuddin said he exchanged some hot 
words with Mr Jagmohan. This is all what 
Chaudhary Qyamuddin told to Mr Javed 
Layak (sic) in his presence, and in that of 
Mr Inder Mohan. He has also slated 
lhal Mr Jagmohan told Chaudhary 
Qyamuddin that he was Pakistani" 

This evidence having come on record 
one might have expected the magistrate to 
hold that what Laiq had icpor'ed was 
substantially correct. However, the 
magistrate does not come to this con 
elusion for two reasons. Hist, that Piracha 
is not a “witness” to the portion con¬ 
cerning the hotel meeting and secondly 
the words used by Jagmohan as stated hy 
Piracha are “entirely different" from the 
words in Laiq’s report. This reasoning 
appears somewhat strained because 
Piracha was admittedly present when 
Qyamuddin related the incident, and the 
magistrate has kept this part of the 
evidence on record and even quoted from 
it despite the claim on behalf of 
Jagmohan that this is only hearsay. 
Having thus considered this evidence the 
magistrate should pei haps have given laiq 
the benefit ol it. The evidence of Piracha 
cannot be relevant for the purpose of 


showing up differences between his 
account and that of others and yet be 
irrelevant for the purpose of indicating 
that some words involving Pakistan were 
used by Jagmohan and that a meeting 
with Sanjay Gandhi did take place more 
or less as described. Conversation in 
Delhi can be expected to have been m 
Hindustani and the English rendenng of 
what is said may well differ particularly 
after the lapse of several years. 

As regards another portion ol the 
report relating to Jagmohan's views 
about the need to disperse the Muslim 
community from around Jama Masjid m 
order to bring about national integiation, 
one witness, namely, Inder Mohan, has 
confirmed in his evidence that Jagmohan 
did subscribe to such opinions However, 
Inder Mohan has denied, in lus cross 
examination, having conveyed this 
comment to l.aiq. One might have 
expected the magistrate to take the view 
that in attributing such an opinion to 
Jagmohan, the writer had only repealed 
what was also stated by the witness. 
However, the magistrate appears intrigued 
by the fact that (he witness in question 
himself did not convey this opinion to 
l aiq. The magistrate, therefore, wishes to 
know how Laiq could have written the 
relevant portions of his report and 
observes that only Laiq can explain this. 
This is not quite consistent with the 
principle of preponderance of probability. 
Once it has come on record that Piracha 
and Inder Mohan were in touch with Laiq 
and once these witnesses do repeat sub¬ 
stantially the statements made in the 
report, the fact that several years after the 
cvcni the witnesses may differ on timing 
and on who precisely was present and on 
who said what to whom is not very 
material. The evidence is sufficient to 
indicate that what Laiq wrote was not a 
figment of his imagination. The only 
question ihen is about what precautions 
laiq should or should not have taken 
about the publication. 

A grievance pressed on behalf of 
Jagmohan was that Laiq had not 
consulted him before writing the report 
in question. Nor had Sanjay Gandhi been 
consulted As such according to him Laiq 
could not be said 10 have acted with due 
care and attention. There seems to be a 
(law in this reasoning though admittedly 
a different view is possible. Accounts of 
Sanjay Gandhi’s and Jagmohan’s involve¬ 
ment hi the lurkman Gale incident 
could have been expected to have been 
published, had normal circumstances 
prevailed, a year earlier when the incident 
actually occurred. These could not be 
published in detail at the time because of 
the pre-censorship then in force. For an 
entire year these accounts did the rounds 
of Delhi and north India even if the hotel 


meeting was not specifically mentioned. 
Since stories about the role of Sanjay 
Gandhi and Jagmohan were circulating 
throughout Delhi for at least a year, these 
worthies had enough time to clarify their 
overall role in the matter. Neither of them 
seems to have cared to do so for they 
appear to have imagined themselves as 
considerable heroes, having laid the 
foundations of the new communalism of 
the Indian middle class and having 
established a rapport with the Jana 
Sangh RSS leadership which was, at least 
in the case of Jagmohan, to pay deferred 
dividends. In such a uluatibn it would 
appear to be unrealistic to expect that 
“due care and attention” requires a 
journalist to confirm personally, from a 
person who had already been associated 
in the minds of citizens with the demo¬ 
lition projects for well over a year, such 
information as was only consistent with 
this role. In fact on December 14, 1975 a 
few months before the Ibrkman Gate 
operations. The Hindustan Times carried 
a report according to which Jagmohan 
stated that but for Sanjay Gandhi’s “keen 
interest” in the “transformation of the 
surroundings’’ tasks (like the demolition 
jobs) which “seemed impossible a fort¬ 
night ago would not have be^n success¬ 
fully completed”. The account of the hotel 
meeting was not so inconsistent with 
the conduct of Sanjay Gandhi and 
Jagmohan, even as known under a press 
subjected to censorship, that it required 
specific personal confirmation parti¬ 
cularly when l here were witnesses to say 
that they too had heard similar accounts. 
And considering that the magistrate has 
himself referred to such evidence on the 
record. The known overall role of the 
persons concerned was subsequently 
confirmed also by the Shah Commission. 

There is much repetition and verbosity 
in the judgment. The magistrate appears 
also to have committed an error in taking 
adverse notice of (he fact that Inder 
Mohan was present during the pro¬ 
ceedings for “most of the time” when the 
statement of the complainant was 
recorded. Considering that courts are 
open and “anybody can come and watch 
the proceedings”, as the magistrate himself 
recognised, he should not have made 
the uncalled-for comment that Inder 
Mohan had taken “undue interest” in the 
case and that “it is a matter of common 
experience that no one wastes his time 
unless he has some interest’’. It is not at 
all clear why the presence of a citizen in 
court should be a cause for comment by 
the magistrate This strengthens the view 
that Inder Mohan’s evidence has un¬ 
justifiably been excluded as being un¬ 
trustworthy and as being actuated by 
personal animus. The fact that it was 
necessary to exclude this evidence is also 
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a recognition of its significance. 

Another observation made by the 
magistrate to discredit Laiq’s claim that 
Qyamuddin did not himself appear in the 
witness box only on account of the 
authority and power wielded by the 
complainant is that the complainant was 
“not at all in power” in 1989. The fact is 
that Jagmohan’s power grew throughout 
the 1980s and that towards the end of the 
decade it ceased to be dependent upon the 
identity of the party in power at the centre. 
The turbulence manifested around 
Turkman Gate in 1976 was later extended 
to the valley of Kashmir. Circumstances 
indicate that Jagmohan's reintroduction 
into the valley was at the behest of the 
Bharatiya Janata Party, having been 
presented as a fait accompli, as we now 
learn, even to George Fernandes, the 
cabinet minister then concerned with 
Jammu and Kashmir affairs. 

The judgment of the metropolitan 
magistrate tends to fall between two 
stools. First, so far as the overall backdrop 
of the events dealt with in the judgment 
is concerned, this is documented with 
great authority by chief justice J C Shah 
in his report. So thorough is this docu¬ 
mentation that Jagmohan apparently has 
little to say by way of reply to the various 
points made in the report. He, therefore, 
seems instead to have set out to establish 
that a particular meeting did not take 
place at a particular place and time and 
in the presence of particular persons and 
that the particular words mentioned were 
not in fact used. The proceedings so far 
as the judgment of the metropolitan 
magistrate is concerned appear to show 
that the timing and even the venue of 
the meeting could have been different 
from that reported and that the words 
used by him may not have been identical 
to those to which Laiq had made 
reference. But this is not adequate to 
establish a preponderance of probability 
against Laiq’s version and in favour of 
Jagmohan’s. It must, in particular, be 
remembered that Jagmohan set out on a 
criminal prosecution in which the case 
must be proved beyond doubt. If the 
evidence on record does anything, it is 
apparently to indicate that there war some 
basis for what Laiq wrote. Secondly, if 
there are contradictions in the various 
ac"u. ins of the meeting, these serve to 
show that Jagmohan's grievance concerns 
inaccuracies rather than defamation. A 
more germane grievance which Jagmohan 
appears to have had, and which is 
recorded in the judgment, concerns the 
non-publication of a letter in which he 
claims to have pointed out what he felt 
were the inaccuracies in the report as 
published. However, as Jagmohan has 
further stated that he has no copy of that 


letter hi his possession, the extent to which 
he could have pursued his grievance before 
a Press Council (if that Council had not 
stood abolished at the time by the Press 
Council (Repeal) Act, 1976 enacted by 
the emergency regime) is a matter for 
speculation. It might seem, in retrospect, 
to have been desirable for the Press 
Council Act of 1978, which revived that 
Council, to have specifically empowered 
it to deal with issues arising in the 
interregnum between the demise of the old 
Press Council and the establishment of 
the new one. One can understand, 

1 HE US 


LOS ANGELES liots have generated 
stacks of articles through which we have 
to search to get a simple picture of the 
black people’s current status in the US. As 
we dig deeply, we discover that it is a joint 
product of the so-called peculiar institu¬ 
tion of slavery and the peculiar function¬ 
ing of the American brand of capitalistic 
democracy. 

The peculiar institution of slavery is 
well known, but it has not generated as 
much guilt among the majority groups as 
the holocaust of the Jews. Jesse Jackson 
during a recent visit to Senegal said that 
he would press for a recovery plan for 
Africa comparable to the aid being given 
to east Europe and damages paid to the 
Jews for the holocaust. Jackson’s state¬ 
ment was tucked away in obscure corners 
of newspapers. 

The operation of the peculiar institu¬ 
tion of American democracy can be il¬ 
lustrated by an event that took place 
barely a day before the Los Angeles riots 
in Washington. George Bush hosted a din¬ 
ner billed as the biggest fund-raiser in 
history. The minimum contribution for 
participants in the dinner was S 1,500. One 
executive reportedly paid $ 4,00,000. 
Estimated income from the dinner was 
over $ 7 million. Donors to the fund¬ 
raising dinner had the opportunity of 
rubbing elbows with the administration's 
elite. Those who contributed or organised 
contributions of large amounts, were 


however, why this was not done It could 
have run counter to the spirit of the 
constitutional principle that punishments 
and penalties must be confined to those 
in force when the action complained of 
takes place. The result was that Jagmohan 
appears to have had no Press Council to 
go to and a criminal defamation pro¬ 
ceeding appeared to be the way out. The 
case of Jagmohan vs Mulgaonkar, etc, is 
a good illustration of the distortions that 
occur when institutions are systematically 
destroyed and of how the emergency still 
hits back in more ways than one. 


given an opportunity of having a photo 
taken with Bush or sitting at the head 
table with Bush or vice-president Quayle. 

The rhetoric defending this kind of 
fund-raising event makes interesting 
reading. When asked about the potential 
influence of the dinner event participants 
on the administration’s policies, the 
presidential press secretary Fitzwater said, 
' We don't believe it’s buying influence... 
it’s buying access to the system, yes. When 
you contribute to the political parties and 
the political system, you are supporting 
the process in America, you’re supporting 
the political process, you’re buying into 
the political process as a participant.” 

Contrast the situation of the privileg¬ 
ed elite attending the event in Washington 
with a black youth living in an urban 
ghetto barely managing a day-to-day ex¬ 
istence. He does not have the capacity to 
'buy access’ to the political system nor 
does he have any charismatic leader like 
Martin Luther King who can work out an 
alternative political process. The resent¬ 
ment, thus, steams in silence and is likely 
to break out into occasional bursts of 
disorderly conduct. People who can ’buy 
access’ to the political system will point 
accusing fingers at the loss of *values’ 
among the blacks and other disadvantag¬ 
ed sections of the country and paint 
themselves as saints in contrast with those 
sinners. While this kind of prejudicial 
stereotyping is fostered, the relationship 


Capitalist Democracy and 
Status of Blacks 

Robi Chakravorti 

If you are a poor black without the capacity to influence the 
powerful and the power-brokers there is only one way open to you 
if you follow the advice of the establishment—stay at home, 
worship the sacred cow of work ethic and patiently wait for the 
frontier to open. The Los Angeles riots are a product of the 
peculiar functioning of this brand of capitalist democracy. 
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between the changes in the economy and 
emotional manifestations of caste-class 
consciousness are often buried under the 
heaps of statements aired in the media. 

One simple point about the economy 
is that the gap between the rich and the 
poor is increasing. While in absolute 
numbers there are more poor among the 
white population than among the blacks, 
the proportion of poor blacks is higher. 
This has led to the saying, ‘While most 
poor are whites, most blacks are poor’. 

The second feature of the American 
economy is that there has been an increase 
in insecure, low-paying, dead-end jobs. 
During the past decade, there has been an 
increase in this type of jobs, affecting the 
composition of the middle class. As 
several studies have warned, the American 
middle class is breaking up into two 
segments—one segment with secure, com¬ 
fortable income, the other segment, 
increasing in number, lives from hand to 
mouth. 

Lester Thurow of MIT, in an article 
about eight years ago predicted that “a 
bipolar income distribution composed of 
rich and poor is replacing the wide 
expanse of the middle class”. He predicted 
the gradual disappearance of the middle 
class. The poor blacks trying to improve 
their lot are affected by this change in the 
job market The economic ‘frontier’ is not 
as open as it was before the Reagan era. 
Not only the job opportunity, but also 
what kind of job and in what kind of 
social atmosphere they are achieved are 
important factors to be taken into account 
in analysing the future course of events. 

Willie Brown, the speaker of the 
California house of representatives recent¬ 
ly brought out this problem when asked 
at a seminar if jobs are the answer to thi 
racial unrest, he replied, ‘‘When we were 
slaves, we had total employment. So, 
maybe, it takes more than that!' 

If you are a poor black without the 
capacity to influence the powerful and the 
power-brokers, you have only one way 
open to you if you follow their advice- 
stay at home, and worship the sacred cow 
of work ethic and patiently wait for the 
frontier to open. The pull of this alter¬ 
native, however, is weakened by the com¬ 
mercial culture dominating the American 
media. Visual and print media are full of 
advertisements and feature articles which 
emphasise the American versions of 
‘kamini’ and ‘kanchan’, that is, sex and 
money. They rarely emphasise trans¬ 
cendental or communitarian values and 
even when they are aired, they appear to 
be politicised and the credibility of their 
advocates and the motivation for ad¬ 
vocacy can be questioned. 

Recently, for example, Dan Quayle rais¬ 
ed the issue of family values and its 


absence as the source of troubles in 
the US. He did not target the blacks 
specifically, but by association with cur¬ 
rent events, one can follow up and blame 
the weak family structure among the 
blacks as the main cause of their poverty. 
Many studies have supported this view¬ 
point. This type of criticism, however, may 
be used to divert attention from the fact 
that the problem can be traced back to 
slavery as a peculiar institution and its 
continuance can be related to the current 
state of the peculiar institution of 
the American version of capitalistic 
democracy. 

One can also criticise the advocate of 
this thesis, Dan Quayle He may in his per¬ 
sonal life uphold the family value and this 
was instantly propagated after his state¬ 
ment by feature stories on him and his 
family with appropriate pictures. But, 
whether he lives up to the public value of 
a proper representative of the people has 
been questioned since his choice as vice- 
presidential candidate. He was chosen, 
some reports claimed and not without 
justification, not because he was the best 
one for the post but because he looked (ike 
actor Robert Rcdford and Bush’s cam¬ 
paign managers thought that his looks 
would win votes for him among young 
voters. The stigma still haunts Quayle and 
his status is still poor among significant 
sections ot the public who accuse politi¬ 
cians including Bush with manipulating 
public opinion through media images. 
Bush’s display of a campaign commercial 
showing black criminal Willie Horton 
during the last election, according to 
many studies, tilted large numbers of 
voters in his favour. 

There is, in other words, widespread 
uis* rust of politician* among large sec¬ 
tions of the people: Among disadvantag¬ 
ed sections, the distrust must be more 
widespread and stronger. This has led 
either to apathy or repressed resentment. 
For the blacks, the resentment is likely to 
take the form of what can be called a 
sense of retributive justice. This means in¬ 
creased anger dire to the awareness of past 
wrongs which have not been compensated 
and the consciousness of worsening pre¬ 
sent condition. This feeling of retributive 
justice is aggravated by the mass media 
display of consumer culture emphasising 
crude versions of the so-called pursuit of 
happiness. The target of vandalism in Los 
Angeles riots were consumer goods which 
are constantly advertised in the media in 
colourful style and which a poor black, 
young and unemployed, cannot afford. 

The white middle and working class 
people who are suffering from the 
economic crisis still seem to cling to their 


faith in capitalism and constitution. 
Radical organisations such as labour 
unions are not as strong in the US as in 
Europe. The recent massive demonstra¬ 
tions in France and Germany are a 
testimony to the difference. The frustra¬ 
tion among the middle and working class 
whites can take the form of displaced ag¬ 
gression. Frustrated white working class 
Americans cannot organise strongly 
enough on gut issues to influence the 
power-holders and the power-brokers. So 
they may take out their frustration against 
the minorities near at hand. Blacks are a 
handy target; they can be blamed for the 
misuse of tax money. The Republican 
Party cleverly exploited this feeling among 
significant sections of the white people in 
the last election. They are going to repeat 
the tactics in the forthcoming election. 

Perhaps the best graphic description of 
white working class frustration is provid¬ 
ed in an interview with a steel-worker in 
Chicago conducted by the well known 
chronicler of oral history. Studs Ifcrkel 
over ten years ago. The white steel-woHcer 
said: “The white intellectual I got to no 
use for. I got no use for the black mili¬ 
tant who’s gonna scream about 300 yean 
of slavery to me while I’m busting my 
back. You know what 1 mean? I have one 
answer for the guy... . See the people 
who’ve got the money. Don’t bother me. 
We’re in the same cotton field!’ 
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Bangladesh: Democracy 
Dhaka-Style 

Anirudha Gupta 


‘Ganotantra’ takes on as many voices as there arc slogan-shouting 
mobs on Dhaka’s streets. It is perhaps the Golam Aram affair, 
which brings out the dimension of ‘democratic’ aspiration in the 
country. 


DHAKA: Few talk here about the 
Rohingya refugees; fewer still about an 
impending drought that may sweep across 
the country. The Rohingyas, say the op¬ 
position, are a problem for the govern¬ 
ment to resolve. As for the drought, if it 
ever comes, the world’s food and aid¬ 
giving agencies are there to see that a 
nation of 110 million people did not perish 
by starvation. Meanwhile, the capital’s 
noisy, quarrelsome and highly politicised 
elite devote full time to the building of 
democracy. 

‘Ganotantra’ (democracy) takes as 
•many voices as there are slogan-raising 
mobs on Dhaka’s streets. Prime minister 
Khaleda Zia maintains that hers is the 
first ever democratically-elected govern¬ 
ment; therefore, it is the duty of every 
Bangladeshi to strengthen her hands no 
matter how ham-handedly she uses them 
to discipline her opponents. The opposi¬ 
tion chief, Sheikh Hasina of the Awami 
League, is equally determined that her 
rival’s Bangladesh Nationalist Party 
(BNP) government be taught some 
“lessons in democracy". Hence she per¬ 
suaded all but 18 Jamaaf-e-lslami MPs to 
boycott the budget session of parliament, 
which opened on June 19, until the 
government conceded the League’s four 
democratic demands. 

These demands were (1) trial of the 
Jamaat leader, Golam Azam, for his alleg¬ 
ed crimes during the 1971 liberation war; 

(2) withdrawal of cases against 24 leading 
lawyers who held a public meeting in 
March and demanded Azam’s ‘execution’; 

(3) observance of democratic norms by the 
ruling party in its conduct with the op¬ 
position, and (4) to refrain from snapping 

,:Jke connection of the opposition 
leader" when she speaks in the house! 

Of these four, the Golam Azam case 
has become central to an acutely fractious 
politics; hence, it needs some elaboration. 
But the last two demands were ridiculous. 
For, the decision whether or not Hasina’s 
mike be switched off when she speaks in 
the house does not rest on government but 
on the speaker of the National Assembly. 
Secondly, what practical value could be 


served even if the government assured that 
it would democratically deal with the 
opposition? 

Quite obviously, Hasina’s confronta- 
tionist line did not go down well with 
sections of her party and the media. Said 
Dhaka’s powerful weekly. Holiday 
(June 19), “Nowhere except in Bangladesh 
it is heard that legislators are seeking 
conditions, and waiting to be coaxed and 
pampered for their attendance of legislative 
sessions”. Then it firmly reminded 
legislators that “they owe it to their con¬ 
stituents to attend scheduled debate on all 
bills that may affect their constituents. 
They are elected by their constituents for 
(hat duty and paid by the national exche¬ 
quer for that purpose.” 

Some middle-level leaders of the Awami 
League and its ‘junior’ partners, also 
became critical of the boycott call. But 
Sheikh Hasina remained adamant. 
Perhaps her defeat in the elections, 
especially the humiliation of losing two 
of the three constituencies she contested 
in 1991 elections, has made her extra- 
sensitive about her own personal prestige. 
This was illustrated by a stray incident 
reported by the Daily Star (June 19): on 
returning from Haj Hasina demanded to 
know from the waiting journalists who 
was Sayeed Atiqullah, who dared to term 
her ‘obstinate 1 in the pages of Daily 
Sambad. “I want to have a look at him", 
she said, “and want to show him my level 
of obstinacy”. Incidentally, Sayeed 
Atiqullah published a poem in General 
Ershad’s time for which he lost a cushy 
bank job. 

Obviously, personality-based politics is 
proving anything but conducive to a 
democratic dialogue Neither the BNP nor 
the Awami League presented any realistic 
programme in its election manifesto, 
which reflected the interests of poor 
peasants and workers, or the middle and 
lower-middle classes. Instead both parties 
asked voters to decide whether (1) to 
include Bangladeshi nationalism or 
‘Bismillah’ in the Constitution; (2) shout 
‘Joy Bangla’ or Bangladesh ‘Zindabad’ or 
(3) adopt pro- or anti-Indian posture in 


the task of nation-building. As a result, 
both the women use words and imagery 
which have become more or less in¬ 
distinguishable. Judge, for instance, the 
following excerpts: 

“Remain alert against evil designs of cer¬ 
tain quarters and resist them if they want to 
create anarchy", prime minister Begum Zia 
told a public meeting at Rajshahi (Morning 
Star, May 21) 

“Rise in protest. . the national in¬ 
dependence is in danger in the hands of anti¬ 
liberation forces and their allies”, observed 
Hasina at a big rally organised in her honour 
at the Coronation High School premises, 
Chittagong (Morning Star, May 20) 

Both women have adopted an obstruc¬ 
tionist rather than accommodating style 
in politics. Both run their respective 
parlies as though they are their personal, 
dynastic domains. Neither are they loo 
keen to listen to—or consult—the more 
experienced middle-level party workers. 

This has not proved—so for—a dis¬ 
advantage to Begum Khaleda. Her im¬ 
perious bearing as prime minister provides 
a cover to many self-seekers to feather 
their nests with impunity. Besides, she has 
at her disposal state funds to distribute 
among the rabble. This is not unfortunate¬ 
ly the case with Sheikh Hasina. Some of 
her close associates are leading intellec¬ 
tuals who do not mind telling her of her 
shortcomings. Some have left the party in 
disgust; but the worst blow came on 
June 18, when Kamal Hussain, reputed 
to be a think-tank strategist of the 
Awami League, launched an independent 
Democratic Forum with a view “to 
strengthening the democracy and uniting 
the people on national issues”. 

‘Third View 

The Forum’s inaugural meeting was 
attended by the leading lights of Dhaka— 
a former vice chancellor, retired judges, 
poets, and economists like Rehman 
Sobhan—and a motley crowd of disillu¬ 
sioned politicians. All appeared keen to 
halt the nation’s sweeping descent into 
confrontationist politics. But would they 
really achieve this? From the various 
speeches delivered at the meeting, it did 
not look like as though the Forum’s 
organisers had a clear role in their mind. 
Yet, as the media observed, there was a 
need for a ‘third view’. 

In the case of Bangladesh, the two major 
parties, the ruling Bangladesh Nationalist 
Party (BNP) and. the opposition Awami 
League (AL) are loo dependent on their old- 
style professional politicians to provide chan¬ 
nels for new ideas from within their ranks. 
Again, being embroiled in a power struggle, 
each developing a siege mentality of its own, 
both demonstrate a limited capacity to lake 
a fresh view of specific national problems. 
Both probably fear of running into new 
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political risks by breaking away with their 

respective established policies (Bangladesh 

Observer. June 18). 

Should a ‘third view' also promote a 
‘third force'? For the moment this seems 
beyond the reach of the Forum's intellec¬ 
tual leadership But a ‘third force* is 
definitely at work in Bangladesh. Its 
modus operandi became glaring when a 
group of policemen burst into Dhaka’s 
prestigious press club, lobbed tear-gas and 
rubber bullets, and injured 42 press 
photographers and journalists. The latter 
were returning to the club to file their 
reports on a dawn-to-dusk nationwide 
‘hartal’ the Awami League and its allied 
groups had called on June 21. The next 
day none of the capital’s two dozen papers 
appeared on the pavements. But who 
engineered the unprovoked attack? Not 
the BNP, which is anxious to cultivate the 
media’s goodwill. In fact, it was surely 
aimed at embarrassing /ia's government. 
Nor did the Awami league benefit; as 
after a day's successful ‘bandh’, its workers 
were in a jubilant mood to celebrate the 
occasion. 

Some speculated that this could be the 
work of disgruntled (or displaced) army 
officers, others hinted at Jamaat's link 
with higher echelons ot police and 
bureaucracy. Very likely too, for the whole 
episode was apparently targeted at disrup¬ 
ting the democratic process and ruLing out 
rapprochement between government and 
opposition 

Goi am A/ AM 

It is at this point that we should revert 
to the Golam Azam affair. Who is this 
character? Azarn is alleged to be a 
Pakistani national, or a stateless citizen, 
who left the country in 1971 but sneaked 
back in 1978 and continued to stay ever 
since' “without anybody’s raising a finger" 
(The Morning Sun, April 3). But, in 1991, 
Golam Azam was elected ‘ameer’ of 
Jamaat-e-lslami for the fourth time and 
this was announced publicly. This provok¬ 
ed a small number of anti-Jamaatis, close 
to the five-party alliance, to set up a com 
mittec for the elimination of the killers 
and collaborators of 1971 and the im¬ 
plementation of the spirit of the libera¬ 
tion war (in short ‘Nirnnil’). The commit¬ 
tee’s activities climaxed in a huge public 
rally on March 26, where a ‘gano adalat’ 
(people’s court) of 24 lawyers pronounced 
that Golam Azam's crimes were punishable 
by death sentence “All the people stood 
up. Swaying in unison, the crowd spoke 
as if in one voice ‘Death bs hanging 
(Dhaka Courier. April 3-16, 1992) 

An apparently panicky government 
acted in haste, it filed a sed.uon case 


against the organisers of ‘gano adalat’ at 
the metropolitan magistrate’s court, but 
also got Golam Azam behind the bar for 
staying ‘illegally’ in Bangladesh. The 
arrest angered Jamaal, especially its youth 
brigade, which set up a parallel body 
to demand the trial of ‘gano adalat' 
members as ‘Indian agents'. The die was 
cast; Bangladeshi nationalism clashed 
with pan-Islamic fundamentalism 

For a while, though, the Awami league 
held back and watched the developments. 
It was only when it became clear that 
Golam Azam’s trial had aroused great 
public fervour and that the movement 
gave an excellent opportunity to the 
league to drive home the point that BNP 
government was pro-Jamaat, that it also 
jumped into the fray. Sheikh Hasma not 
only demanded the trial of ‘war criminal’ 
Golam Azam, but also the repeal of 
Indemnity Ordinance her party had sub¬ 
mitted to try the killers of her father, 
Sheikh Mujibur Rahman. 

This was then the background of a ‘hot 
summer’ confrontation between the BNP 
and Awami League, or more correctly bet¬ 
ween two inflexible women, with one 
flaunting martyrdom of her husband and 
the other her father’s. The round has tem¬ 
porarily, but only temporarily, ended with 
the government agreeing to withdraw 
cares against the 24 lawyers and assuring 
the opposition of its ‘democratic conduct’ 
The Awami League and other MPs, in 
their turn, have returned to parliament. 
But the whole episode calls for a deeper 
reflection of the character as well as the 
future of Bangladeshi politics. 

First, the urn xpected surge of popular 
support for the 'gano adalat’ movement. 
Hi w s.tould one account for this? One is 
r -r ■.>[.,! f,y sadek Hossain in Dhaka 
Courier (April 3-16): 

Rrrties have urn with their own agenda and 
nol bothered about Hs impact on ihe life of 
the common man. Violence in ihe campus 
and ihe reel of inhabilaled Bangladesh under 
ihe anise patronage of politicians has crealed 
a sense of distrust of contemporary political 
values In comparison the feeling, aspirations 
and sacrifices surrounding 1971 seem 
infinitely noble The declaration to try 
(lolam Azam, even if partially, brought back 
lhal feeling. [ he trial became a bridge lo that 
era and lime rid people went (here. 

This is exactly what we called in a 
bygone era an oversentimental, petty 
bourgeois explanation. The issue of 
Golam Azam was taken up in order to test 
the Bangladeshi bona Tides of the 
Khaleda's government. Since the BNP 
initially depended on the Jamaat’s sup¬ 
port to form government, Dhaka’s pro- 
Lcague intelligentsia dubbed it as an "anti¬ 


liberation, Jamaat-shjbir ally". Right from 
the beginning, therefore, the aim was to 
politicise the Golam Azam issue. Other¬ 
wise, the case could have been settled by 
anyone of the 24 lawyers by personally 
filing a case in the court of law mention¬ 
ing Azam as a killer. The agitation suited 
the Awami League because it had been 
pressing for the repeal of the Indemnity 
Act to punish Sheikh Mujib’s killers. His 
daughter, therefore, skilfully hijacked the 
gano adalat to call for (he trial of both 
1971 and 1975 “killers and collaborators’’. 

But, by deciding to boycott the budget 
session, the Awami League pushed the 
government almost into the lap of the 
Jamaat—that is the very force it claimed 
to be fighting. There is a large group in 
the ruling BNP which is as allergic to the 
Jamaat as any of the opposition parties. 
It is this group which got scared when the 
18 Jamaat MPs stayed back in parliament 
to give government symbolic support 
which it badly needed to present the 
annual budget. But the Jamaat also press¬ 
ed for its ‘pound of flesh’ to get Golam 
Azam released. For a time, it indeed ap¬ 
peared as though the country was heading 
for “a civil war which if once started will 
be impossible to stop" (The Morning Sun, 
March 31). 

The two immediate beneficiaries were 
the Jamaat and Ershad's Jatiya Party 
which has 35 seats in parliament. The lat¬ 
ter tactically supported the boycott move 
in order just to prove that it was indepen 
dent of both the BNP and the Jamaat 
reactionaries. What it did, however, was 
to create the impression that the country’s 
law and order situation had never been so 
bad during General Ershad's time The 
impression may gain strength as the two 
major political formations—the BNP and 
the League—justify their existence by 
simply confronting each other. On the 
other hand, the Jamaat-e Islami has fan¬ 
ned out into remote districts to bide its 
time before storming Dhaka. It has 
besides a disciplined cadre which loves 
nothing better than to stage street-lights 
and spread lawlessness and anti-India 
agnation. It, perhaps, does not bother if 
its leader, Golam Azam, gets released or 
is martyred. Indeed—for all one knows— 
the Jamaat may be praying for the lat¬ 
ter; for nothing succeeds so well in 
Bangladesh as the cult of ‘saheed’ or 
martyrdom. 

But this perhaps would not cause 
sleepless nights to the two iron women of 
Joy Bangla. For, it is confrontation not 
conciliation the two have learnt in their 
dccade-long struggle against Ershad’s 
‘shairo sashon’ (personal dictatorship). 
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Rethinking the Market Reform Paradigm 

Rehnurn Sobhan 


There is an extensive literature and debate on the conceptual merits of the World Bank's diagnosis and solution 
of the economic crisis of the third world. The time is now right to bring this conceptual debate from the margins 
of academia into the mainstream of both academic and political discourse. This paper, which briefly reports on 
what has happened to the developing economies in the 1980s in the wake of market reforms, is designed to pro¬ 
vide the rationale of contemporary experience in the third world for reopening this debate. 


THROUGHOUT the developing world the 
introduction of market-oriented reform 
agendas have been put in place in Ihe 1980s 
under the guidance of the World Bank and 
the IMF. the Bretton Woods Institutions 
(BWI) so named because of their founding 
at Bretton Woods, the US, after world war 
II. Whilst the IMF’s focus is essentially 
short-term stabilisation ot malfunctioning 
economies the World Bank has focused on 
realising longer term structural adjustments 
(SA) in all developing and now quite a few 
erstwhile socialist economies. SA is a code 
word for promoting the rnarketisation of 
economies through reliance on market 
signals to guide economic decisions and 
allocate resources 1 he privatisation of 
public enterprises and oilier institutionalised 
public activity seems to he ihc attendant 
handmaiden of the mai ketisation process. 

The IMF has on its own account pro¬ 
moted market-oriented reforms under its 
short-term lending programmes. The recent 
programme of adjustments being realised in 
India arc part of a set of policy condi¬ 
tionalities agreed between the government 
and the IMF the IMF stabilisation pio 
gramme focuses on correcting imbalances in 
the budget and external payment account 
and the overvaluation of the external value 
of the national cuirency 

The World Bank's struemra) adjustment 
package goes along xith the IMF stabilisa¬ 
tion programme but then goes on to seek 
systemic changes of a longer-term nature 
built around deregulation, import liberalisa¬ 
tion, rnarketisation and privatisation of the 
national economy. As pan of this agenda 
of systemic reform the World Bank seeks to 
improve the efficiency of the economy 
through such measures as moving resources 
from non-development to development pur¬ 
poses, export promotion, rationalisation of 
government finances and administration and 
greater mobilisation of domestic resources. 
This latter focus of the World Bank/'IMF 
reforms designed to improve economic per¬ 
formance remains above debate Many of 
their conditionalities remain appropriate, ir¬ 
respective of anyone’s political beliefs. The 
areas where debate is joined relate to the first 
category of systemic reforms which are more 
explicitly political in their implications 
insofar as they influence the locus and 
balance of social ami economic power 
within the polity. 

Compulsion for Rfform 

In practice however very little of debate 
on the SA refot m package promoted by the 


Bank has taken place between the govern¬ 
ments of third world countries and the 
Bank. Most governments in the developing 
world fell victim to the global economic 
crisis at the beginning of the 1980s which 
followed on the combination of rising energy 
prices and the deflationary policies of the 
G-7 countries led by the United States after 
the ascendency of Volker as head of the US 
Federal Bank and Reagan to the US 
Presidency at the beginning of 1981. The 
Reagan-Volker policy deliberately designed 
to depress global economic activity, im¬ 
pacted most severely on the developing coun¬ 
tries, depressing commodity prices, reducing 
export growth for their commodity and 
manufacturing exports, raised interest rates 
which contributed to the build up of the debt 
burden and reduced resource transfers both 
on commercial and government account to 
the third world. Country after country in the 
third world was exposed to severe balance 
of payments and budgetary crises which 
made them particularly receptive to BWI 
designed policy reforms which were attached 
to external resource transfers and debt 
rescheduling mediated by the BWI. 

h should be kept in mind that what these 
developing countries were doing at the 
beginning of the 1980s was no different from 
what they were doing in the 1970s and before 
that in the 1960s.<They were trying to pro¬ 
mote development and structural change 
Ihrouv'i a combination of budget deficits 
. i financing with varying mixtures 
o! pat hi and private enterprise, planning, 
regulating and control of the economy with 
a view to realise specific policy goals and 
structural changes. The outcomes of the 
process of state management of the economy 
varied greatly between countries depending 
on their historical circumstances, systems of 
governance and interface with the external 
economic environment. Some of the crisis 
countries of the 1980s such as Brazil, 
Mexico, Venezuela, Ivory Coast, did spec¬ 
tacularly well in the 1960s and 1970s. 

It is thus a fallacy to think that these coun¬ 
tries lapsed into some horrendous mis¬ 
management of their economies at the end 
of the 1970s. They were doing what they 
always did. What changed was the global 
economic environment and the ascendance 
to power in the US and other G-7 countries 
of ideologically driven regimes determined 
to marketise and privatise the global system. 
This idealogically driven agenda which was 
being put in place in the US, the UK and 
some other developed countries was ag¬ 
gressively embraced by the World Bank and 


IMF who tend to follow each shift in 
political wind in the US quite closely and 
was applied in a quite universal and in¬ 
discriminate manner in seekiry^to reform the 
economies of the third world. The BWI 
argued that the problems of debt, im¬ 
balances, economic inefficiency, all derived 
not from the impact of the global recession 
of the early 1980s but due to long-term 
structural distortions in these economies 
which had been debilitating them pre¬ 
sumably over the last two decades and now 
needed fundamental structural reforms if 
these economies were to move to a sus¬ 
tainable growth path. 

COVERAGE OF PAPER 

There is an extensive literature and debate 
on the conceptual merits of the World 
Bank's diagnosis and solution of the 
economic crisis of the third world. I will, 
therefore, not go into these issues here 
beyond suggesting at the conclusion that the 
time is now right to bring this conceptual 
debate from the margins of academia into 
the mainstream of both academic and 
political discourse. This paper is designed 
to provide the rationale of contemporary 
experience in the third world for reopening 
this debate. 

The paper briefly reports on what has 
happened to the developing economies in the 
1980s in the wake of the reforms. The paper 
will initially take a cursory global overview 
of the performance of third world 
economies in the pre-reform and post- 
reform era and then take a more focused 
look at those third world countries who have 
had the most intensive exposure to World 
Bank initiated market reforms. 

outcome of Market Reforms: A 
Global Overview 

Some 76 countries, mostly from the Third, 
World, but including some former socialist 
economies have through the 1980s been 
exposed to World Bank designed structural 
adjustment reforms. The World Bank’s > 
structural adjustment programmes have bet- 1 
ween 1980-91 extended‘258 loans, valued at. 
$41 billion to these countries, made Condi-' 
tional on their carrying out market-oriented 
reforms. There are thus very few countries 
in the Third and post-socialist world 
which have not in varying degrees ex¬ 
perimented with greater privatisation, im¬ 
port liberalisation and cutting down of 
public expenditure as part of the loan con- 
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dhionaUties negotiated with the World Bank. 
If the diagnosis and prescriptions of the 
Bank and IMF for the ills of the develop¬ 
ing world are correct there would be a fair 
presumption that by the beginning of the 
1990s most countries which have embraced 
these market-oriented reforms would have 
improved their performance and their 
economies would be doing significantly bet¬ 
ter compared to the 1960s and 1970s when 
all of them were victims of the severe struc¬ 
tural distortions from which they were to be 
rescued by World Bank designed reforms. 

lb test out the impact of these market 
reforms at a global level I consulted the 1992 
World Development Reporf(WDR) recently 
released by the World Bank which is 
something of a universal source of reference 
on trends in the global economy. 1 decided 
to look at four measures of macro-economic 
performance, economic growth, measured 
by changes in the gross domestic product 
(GDP), growth in fixed investment, which 
measures the improvement in the productive 
capacity of the economy, growth in exports 
and finally inflationary trends, which both 
the Bank and IMF define as one of the key 
variables affecting wellbeing of countries 
and peoples. Ideally 1 would have liked lo 
include ttends in global poverty but global 
data which compares trends over three 
decades is not at hand in the WDR. The 
periods which 1 compare, and which are 
reported in the WDR are for 1965-80, which 
constitutes the pre-reform period and 
1981-90 which was the decade when the 
World Bank initiated its structural adjust¬ 
ment lending and where most economies 
had experienced such reforms. It would have 
been difficult to make such a comparison 
earlier, because such reforms take time to 
have an impact. But 10 years is a long time 
for such reforms to work out and for us to 
test whether they have noticeably improved 
the conditions of the third world economies. 

Ikble 1 presents evidence from the 1992 
World Development Report on the macro- 
economic trends in the low and middle 
income economics. As is done in the WDR 
tables the low income countries (LIC) have 
been differentiated between China and India 
who have consistently performed well and 
Mother low income countries’ (OLICs) whilst 
the middle income countries have been 
divided between 'lower middle income coun¬ 
tries’ (LMICs) and ’upper middle income 
countries' (UMICs). It is worth noting that 
both the LM1C and UMIC include some 
eastern European and southern European 
countries. 

Tkble 1 shows broad averages for the 
world. It brings out that apart from China 
and India all other categories of countries 
faced declines in the growth of GDP, fixed 
investment and exports between 1965-80 and 
1980-90. India and China in contrast, 
registered an improvement in these three 
areas during the 1980s. Inflation rates in the 
1980s fell only in the OLICs but rose in India 
and China, the LMICs and the UMICs. 
The figures reported in Ihble 1 represent 


broad group averages which average out 
wide variations in performance between 
countries within each group. The averages 
thus may provide a crude reflection of 
macro-economic trends across the globe but 
do not give any insight into the pervasiveness 
of these trends, lb do so we look at the same 
four macro-economic trends covered in 
Thble I but try and see how the full range 
of countries have performed in each of these 
measures discussed below. 

Economic Growth: This is an imperfect 
but quite widely used measure for overall 
economic performance. The 1992 WDR 
gives data for 78 low and middle income 
economies for which data is comparable as 
between 1965-80 and 1980-90. Of these 78 
countries only 12 leported improved GDP 
growth in the 1980s compared to J965-80. 
These include five Asian economies, Nepal, 
India, Pakistan, China and Thailand, 
(Sri Lanka’s rate was unchanged at 4 per 
cent), 5 African countries, Chad, Benin, 
Ghana, Senegal and Mauritius, and only 2 
Caribbean/Latin American countries, 
Jamaica and Chile. We observe that as many 
as 66 countries faced a decline in their 
growth rales in the 1980s compared to an 
earlier period. Not all of these were exposed 
to reforms but most were. This suggests that 
if market reforms were designed to raise the 
third world to a new upward growth path 
they were largely unsuccessful and in fact the 
third world has been in a state of protracted 
recession for the Iasi decade. Whether this 
deterioration m growth performance is 
causally related to World Bank reforms or 
other factors exogenous to the reforms have 
contributed to this recession merits fuller 
analysis. What is however significant is that 
in the bad old days of the 1960s and 70s 
when government controls »nd market 
distortions were supposed to be crippling 
economic performance most of the th ; it, 
world was doing rather better than m i he 
1980s. 

Growth in Fixed Investment: Of the 76 
countries for which we have comparable 
data only 12 countries registered higher 
growth rates of fixed investment in the 1980s 
compared to 1965-80. These were again 
India, China, F’akisun and Thailand from 
Asia, Madagascar, Mali, Burkina Faso, 
Ghana, Central African Republic and 
Mauritius from Africa and Jamaica and 
Chile from Caribbean/Latin America. It is 


noteworthy that the Asian, Caribbean/Latin 
American countries along with Ghana and 
Mauritius were also the few countries 
registering an improvement in GDP growth./ 
64 countries reported a down trend in 
growth. Of these, 43 countries, reported an 
absolute decline in investment in the 1980s. 
This reflects a long-term reduction in their 
production base which could effect future 
growth in the 1990s and beyond. 

Export Growth: Of the 71 countries 
for which we have information only 18 
registered an increase in their rate of export 
growth. Significantly countries which per¬ 
formed well in export growth such as India, 
China, Pakistan, Thailand, Ghana, Jamaica, 
also registered growth in GDP and fixed 
investment in the 1980s. As many as 53 
countries registered a decline in their export 
growth. Of these 21 countries registered 
absolute declines in their exports. If we 
consider that these market reforms were 
designed to stimulate the export capacity of 
the third world the facts suggest the reforms 
have come nowhere near making most third 
world countries better exporters. 

Inflation: We do not have at hand the 
WDR coverage on inflation trends. We 
therefore draw upon another World Bank 
report on Adjustment Lending which reviews 
the experience of 57 countries who were 
exposed to various degrees of structural 
adjustment reforms. Of a sample of 25 
countries facing intensive adjustment 
reforms the rate of inflation in 1986-90 was 
higher compared to 1971-81 in only 12 coun¬ 
tries. However 13 of these countries by the 
end of the 1980s did manage to bring their 
inflation rate below rates prevailing in the 
1970s Of these 25 countries however the low 
income countries faced a significant 
deterioration in their inflationary situation 
compared to countries who had been 
,-\posed to no reforms. In contrast the 
m <J-"e income reforming countries were 
noticeably more successful in managing in¬ 
flation than the non-reform countries in the 
1980s. This suggest that monetary manage¬ 
ment is not just a question of the right 
policies but also depends on structures and 
institutions in a particular country. The in¬ 
flationary indicator for the impact of the 
reforms show that the reforms have been 
more successful in moderating inflation than 
in stimulating growth of investment and 
exports. However even here it has not been 


Tabi e 1 Macro Economic Trends in the Global Economy 1965 90 

(Percentages) 

China Other Low I^ower Middle Upper Middle 

and Income Income Income 

India Countries Countries Countries 

1965-80 !98<T90 1965-80 1980-90 19654S0 1980-90 1965-80 1980-90 


1 Growth in GDP 

2 Growth in domestic 

4.9 

76 

4.8 

39 

5.5 

2.6 

7.0 

2.4 

investment 

7.0 

10.1 

88 

41 3 

8.1 

0.4 

9.0 

0.2 

3 Growth in exports 

4.1 

98 

5.8 

1 5 

3.9 

38 

3.9 

1.9 

4 Rate of inflation 

3.2 

6.8 

17.3 

15.1 

23.6 

64.8 

19.3 

102.1 


Source : World Development Report. 1992. 
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that effective if we keep in mind that the 
1970s were an era of inflation in global 
market price., and high economic activity 
compared to the 1980s which had to live 
through the decade with low commodity 
prices, including oil and economic recession. 
Thus inflationary trends in the 1980s should 
have been much more categorically down¬ 
wards than appears to have been the casc. 

Experience of Countries Exposed to 
Intensive Adjustment Lending 

This global picture of the impact or 
market reforms however conceals wide varia¬ 
tions amongst countries in the extent of their 
exposures to these reforms. The thud world 
includes a very few countries who did not 
initiate any reform, such as Peru, Cuba, 
Ethiopia and Myanmar; some who under¬ 
took reforms on their own with little pro¬ 
mpting or financial inducement from the 
Bank-IMF such as China, Vietnam, India 
and Thailand; some who had limited ex¬ 
posure to reforms; some who began and then 
withdrew from the programme; some who 
went through intensive episodes of reform 
entering into 5 or more adjustment lending 
programmes with the World Bank through 
1980-91. In this section it is thus intended 
to look at the experience of some of those 
countries who were exposed to more inten¬ 
sive adjustment lending (1AL) since these 
countries remain the test cases for the validi¬ 
ty of the Bank induced reforms having not 
only had a heavy dose of the reforms but 
a sufficiently long exposure in order to assess 
the impact of the reforms on their respec¬ 
tive economies. 

The World Bank in its recent Third Report 
on Adjustment landing, put out in March 
1992 classifies 27 countries as falling within 
the category of intensive adjustment lending 
(IAL) which they define as countries who 
have received two or more structural adjust¬ 
ment (SA) loans Having given this some¬ 
what questionable definition which covers 
27 countries they quite unaccountably left 
out another 12 countries, Argentina, 
Bangladesh, Burundi, Central African 
Republic, Honduras, Hungary, Indonesia, 
Poland, Tunisia, Uganda, Venezuela and 
Yugoslavia who all received two or more SA 
loans from the Bank. The logic of this over¬ 
sight is not clear. To the extent that the bank 
report sought to establish that IAL countries 
improved their economic performance as a 
consequence of these reforms the omission 
mostly covers countries who did poorly in 
the 1980s, with the exception of Indonesia 
and possibly Uganda. All these countries 
including Indonesia, faced downturns in 
GDP and fixed investment growth in the 
period 1980-90 compared to 1965-80 
Indonesia reported impressive improvement 
in us performance in the second half of the 
1980s. Bui the more recent performance was 
not enough to compensate for the negative 
performance of 10 of the omitted (IAL) 
countries. To this extent the World Bank’s 
selective categorisation of lAL.s appears to 


have biased their sample towards bettef per¬ 
forming countries. Whether this act of omis¬ 
sion in their analysis was wilful and designed 
to serve their hypothesis or merely the result 
of poor staff work and supervision remains 
for the bank to explain. 

For the purposes of this paper however 1 
have decided to limit the sample to the most 
miens.vely adjusting countries who each 
received 5 or more SA loans, from the 
bank in the 1980s. This leaves us with 
19 countries, Agentina, Bolivia, Ivory 
( oasi, Ghana, Jamaica, Kenya, Malawi, 
Mauritania, Mexico, Morocco, Pakistan, 
Philippines, Senegal, Togo, Tbnisia, TUrkey, 
Uganda, Venezuela and Zambia. If these 
countries could at the end of several episodes 
of Bank supported reform not significantly 
improve their performance then it would be 
a lair presumption to say thai the reform 
model itself merits reappraisal. 

Overview oe Experience of 19 
Countries Exposed to Intensive 
Adjustment Lending 

Table 2 gives some macro-economic in¬ 
dicators of the performance of 19 countries 
exposed to IAL who have each received 5 
or more structural adjustment (SA) loans 
from the World Bank between 1980-91. 
These 19 countries between then received 137 
of the 258 SA loans with an aggregate value 
of $ 23.5 billion which is 56.6 per cent of 
all SA lending by the World Bank. As bet¬ 
ween the periods 1965-80 and 1980-90 we 
look at GDP growth, growth in gross 
domestic investment as well as the invesi- 
ment/GDP ratio, export growth and the ex¬ 
port/GDP ratio and trends in inflation. In 
looking at these inter-temporal comparisons 
which broadly coincide between the pre- 
icform and post-reform periods we should 
keep in mind that some countries began to 
lepori an upturn in economic performance 
only the later part of the 1980s. Where 

'•< n<: appears we will report on this in 
our subsequent discussion. 

If we look at trends in GDP growth we 
find that only 5 out of 19 countries registered 
higher rates of growth in the 1980s compared 
ro 1965-80. Of these both Argentina and 
Bolivia registered negative growth. Ivory 
Coasi also registered negative GDP growth 
in the second half of the 1980s. Three 
African countries, Ghana, Senegal and 
Uganda as well as Jamaica and Pakistan 
improved their growth performance in the 
1980s. We should however keep in mind that 
Uganda during the regime of Idi Amin 
Dada, Ghana under a succession of chang¬ 
ing regimes, and Jamaica which was exposed 
to severe economic and political crises, 
registered poor or negative growth in the 
1970s. 

It is worth noting that all IAL countries, 
even those registering positive growth, went 
through a phase of low or negative growth 
in the early 1980s as a result of the severe 
regime of stabilisation imposed on them by 
various World Bank/IMF programmes. 


However only the 5 countries indicated 
above plus TUrkey and Mauritania improved 
their performance in the second half of the 
1980s to a level which improved on the 
1965-80 period. The remaining II countries 
failed even in the second half of the 1980s 
to catch up to levels realised in 1965-80. 

If we look at Domestic Investment, only 
4 countries out of 19, Gfena, Uganda, 
Jamaica and Pakistan accelerated the growth 
of investment in the 1980s. In contrast 11 
countries registered negative growth of 
investment. As a consequence even if we take 
the period 1986-90, only Ghana could show 
that us investment/GDP ratio had improved 
compared to the 1970s. 

Export growth improved in only 7 out of 
19 countries in the 1980s compared to 
1965-80. However by the second half of the 
1980s the export/GDP ratio had improved 
for 10 out of 15 countries. Such contradic¬ 
tory trends suggest that in economies where 
GDP growth in a country can raise its 
export/GDP ratio whilst being exposed to 
a decline in the rate of export growth. Table 1 
shows that this tendency applied to Ivory 
Coast, Malawi, Mauritania, Mexico, Philip¬ 
pines and Togo. The reverse held good for 
Ghana where high export growth in the 
1980s could not bring its export/GDP share, 
even in the second half of (he 1980s, to levels 
reached in 1971-80. 

Trends in inflation show that as between 
1965-80 and 1980-90 only 3 countries, Ivory 
Coast, Togo and Pakistan reduced their rate 
of inflation. This reflects the initial sharp 
rise in the rate of inflation in all countries 
exposed to market reforms as a consequence 
of the deregulation of prices. However^ome 
countries such as Bolivia, Ghana,. Kenya, 
Senegal, Morocco and Philippines, did 
manage by the second half of the 1980s to 
bring inflation below the 1970-80 period. 
However a number of countries such as 
Mexico, TUrkey and Zambia, could not bring 
their inflation rate throughout the 1980-90 
period below the level of the 1970s. 

Success Stories in IAL 

From the above list of 19 countries we 
observe that only Ghana, Jamaica, Mexico 
and Pakistan significantly and consistently 
improved their economic performance in 
the 1980s. Four other countries, Chile, 
Indonesia, Thailand and Republic of Korea 
were exposed to much smaller doses of SA 
lending but put in place their own quite am¬ 
bitious market reforms. We will look brief¬ 
ly at the experience of these 8 countries. 

Ghana is something of an African role 
model for the World Bank. It has received 
11 SA loans worth S 775 million from the 
bank. It has moved from no growth in the 
1970s to positive growth in the 1980s. 
However it is worth noting that Ghana’s ex¬ 
port/GDP ratios have not yet caught up to 
its performance in the 1970s even though its 
real external currency value has been one of 
the most depreciated in the third world. Nor 
has its savings/GDP rate improved very 
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rigtufSosrttiy. It taut however improved its rate 
of fixed investment due to a large influx of 
foreign aid and has corrected the high rate 
of inflation and the overvaluation of its 
exchange rate in the 1980s. 

Jamaica has been another success story 
if you compare the 1980s with the crisis 
stricken 1970s. It received 10 SA loans worth 
$ 405 million. Both GDP growth and exports 
have improved. However the gross domestic 
investment/GDP ratio has deteriorated in 
the 1980s compared to the 1970s and if 
anything inflationary pressure has increased. 
Economic growth in Jamaica is largely aid 
driven and thus less sustainable. 

Pakistan was another favoured client for 
SA lending receiving loans worth $ 1.066 
billion. Pakistan has thus registered discer¬ 
nible improvement over the 1980s compared 
to the 1970s in terms of GDP and export 
growth, improvement in its savings/GDP 
rate, control of inflation and real deprecia¬ 
tion of the exchange rate. However its fixed 
investment/GDP ratio has deteriorated in 
the 1980s compared to the 1970s. Indeed the 
reform directed 1980s has still not yielded 
the economic buoyancy and structural 
change realised in Pakistan in the 1960s 
when its economy was heavily regulated and 
replete with price distortions. 

Mexico is currently the model counti y for 
the market reformers along with Indonesia 
and Chile. It received 13 SA loans worth $ 6 
billion which made it the most favoi red 


beneficiary of the Bank’s SA lending. With 
lending of this volume it should be unusual 
for Mexico not to improve its economic per¬ 
formance. it is however worth noting that 
Mexico registered negative per capita growth 
from 1982-1988 at the peak of its reforms 
and has only realised positive growth of 3.1 
per cent and 3.9 per cent for the first time 
in 1989 and 1990. This may be compared 
with an average annual 6.6 per cent growth 
in 1971-80 and 6.5 per cent if we go back to 
1965-80. Mexico has improved its export/ 
GDP ratio in the 1980s compared to the 
1970s but its export growth rate for 1980-90 
is still only 3.4 per cent compared to 7.7 per 
cent for 1965-80. More to the point its fixed 
investment/GDP ratto in 1990 was 21.6 per 
cent compared to 26.1 per cent for 1971-80. 
The severe cut m the public fixed invest¬ 
ment/GDP ratio from an average of 10 per 
cent per annum in 1971-80 to 4.5 per cent 
per annum in the last 3 years of 1988-90 was 
not compensated by the buoyancy of private 
fixed investment which only reached the level 
of 16.8 per cent averaged through the 1970s 
in 1990, in spite of a massive dose of 
privatisation in the 1980s. This so far limited 
response of private investment in Mexico in 
the 1980s meant that gross domestic invest¬ 
ment actually declined at 3.4 per cent per 
year compared to a positive growth of 8.5 
pet cent in fhc 1965 80 period. Mexico also 
faces an increase in its rate of domestic 
inflation which was 16 8 per cent in 1971-80 


and rose astronomically to between 50 pet 
cent and 132 per cent in various years bet¬ 
ween 1982-88 as result of the deregulatiori- 
of prices during various episodes of reforms. 
It is only now in 1990 down to 26.7 per cent, 
still above the rate of the 1970s. To call 
Mexico a success story for reforms is thus 
something of an ovetstatement and strictly 
depends on the periods under comparison. 
Given the amount of SA and other lending 
received by Mexico and the special advariy 
tage it has coinc to enjoy as an export plat¬ 
form for foreign investors targeting the US 
market much more was expected of Mexico. 
By any standards the reforms in Mexico have 
some way to go before they realise macro¬ 
economic performances comparable to those 
registered in the 1960s and early 1970s when 
Mexico was regarded as one of the more 
dynamic of the developing countries. But 
this early period of the 1960s and 1970s was 
also heavily state controlled, with Mexico 
recording one of the" world’s largest shares 
of public enterprise in economic activity and 
with heavily protected markets and severe 
distortions in its pricing structure. So how 
come Mexico did so much better in the 1960s 
compared to the reiorined 1980s? 

Chile ts another success story in the Bank 
Pantheon for market reforms though its 
reforms owed more to the ideological 
influence of a group of Chicago trained 
economists on the Pinochet dictatorship in 
Chile than on BW1 designed reforms. But 


Tabic 2: Macro-Economic Pi rformanc e of Countries Exposed to Intensive Adjustmlni Llnoinc, (1AL), 1965-90 


Country 

No of 

SA loans 

Value of 
SA Loans 
(in $ 
million l 

GDP Growth 
T965T80 197 [-5 

1980-90 1986-5 

1 Argentina 

6 

2175 

( t 

NA 

2 Bolivia 

5 

272 

( ) 

- 

3 Ivory Coasi 

9 

1430 


( ) 

4 Ghana 

II 

775 

i 

4 

5 Jamaica 

10 

405 

( 

-r 

6 Kenya 

8 

817 


-- 

7 Malawi 

6 

190 


“ 

8 Mauritania 

5 

146 

— 

<n 

9*Mexico 

13 

6007 


-- 

10 Morocco 

8 

1500 

- 


11 Pakistan 

7 

1066 

4 

► 

12 Philippines 

8 

1876 


► 

13 Senegal 

5 

334 

♦ 

f 

14 Togo 

5 

‘182 



15 TUnisia 

6 

914 

-- 

NA 

16 TUrkey 

10 

2880 


-t 

17 Uganda 

5 

487 

4- 

NA 

18 Venezuela 

5 

1555 

— 

NA 

19 Zambia 

5 

459 

... 

... 

Total + 

137 

23470 

5 

6 

Total — 



14 

9 


Domes tic In vestment _ Exports Rate of inflation 

Giowth Investment Growth Expoit 
1965 80 GDP Ratio 1965-80 GDP Ralio 


1980-90 

1971 80 

1980-90 

1971 80 

1986 90 



<- ) 

NA 


NA 

- 

NA 

<-) 

- 

- 

- 


+ 

( ) 


- 


4 

+ 

+ 


! 

- 

-- 

4 

-1 

— 

-4 

4 

... 

4 

( ) 
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4 

( -> 

— 

- 

4 


NA 

( 1 

- 


4 

— 

— 

- 

- 

+ 



4 

+ 

— 

t- 

4 

4 

4- 

<-) 



• 

- 

4 

— 


f 

7 


+ 

(•-) 

-- 


t 

-4 

4 

( ) 

NA 

- 

NA 

- 

NA 

-. 

— 

4 

f 

— 

— 

+ 

NA 

( 

NA 

- 

NA 

( ) 

NA 

4 

NA 


NA 

<-) 

— 

( ■)•* 

- 

— 

— 

4 

1 

7 

10 

3 

10 

15 

14 

12 

5 

16 

42 


Key: * IAL defined as countries who have taken 5 or more SA loans from World Bank. 

+ Indicates relative improvement between earlier and later period. 

— Indicates relative deterioration between earlier and later period. 

(-) Indicates absolute deterioration between earlier and later period. 

NA Figures not available. 

** 1980-89 figures. 

Sources: World Development Report 1992; The Third Report on Adjustment Lending; Private and Public Resources for Growth, World Bank, 
Country Economics Department, March 1992. 
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k there is enough evidence to indicate that if 
i . one compares the trend performance of the 
| Chilean economy from the 1960s onward it 
$ has taken Chile almost a decade of reces- 
| sion from the mid-70s to the late 80s to get 
back to the growth path reached in the 1960s 
and early 70s. However Chile in comparison 
)■ with otner market reform countries has un¬ 
doubtedly been one of the success stories 

So has Indonesia. However if wc compare 
l [965-80 to 1980-90, Indonesia’s growth ot 
GDP, agriculture, export and net gross 
domestic investment declined. Only mann 
. facturing growth sustained a higher level of 
v 12.5 per cent per annum compared lo 12 per 
} cent in 1965-80. Indonesia has however 
‘ exposed itself to severe depreciation of the 
f Rupiah which has effectively stimulated a 
I boom in manufacturing exports which has 
1 compensated for us stagnant commodity 
| exports particularly energy Thus along with 
Chile, Indonesia again relative to other 
[ reform countries, is a success story 
| The Republic ot hoiea (ROK) and 
[■ Thailand remain at the vanguatd of oui suc- 

i cess stories for markcl-oucnted reform But 
| then ROK has been a success story ever since 
[ the 1960s when its economy was sm-iely 
\ distorted, regulated and influenced hv public- 
enterprise activity It did however realise even 
more impressive growth during the 1965 80 
period in GDP, investment, savings, exports 
and realised massive structural change com¬ 
pared to the 1980s Thus ROK with or 
without reform did well and suggests that 
its reforms were not the result of a search 
for systemic change but were luned to the 
Structural evolution of the Kotcan economy 
and its current need^ in the 1980s and 
beyond. 

Thailand qf course was always a more, 
market-oriemed economy compared to its 
ASEAN partners bat Singa]x>rc, so that its 
so-called reforms of the i980s do not repre¬ 
sent any qualitative change in (he direction 
of policy. It was always a tairly open 
economy which attracted foreign investment 
But in the 1980s its private entrepreneurs 
began to come of age and this encouraged 
the government to step up its privatisation 
programme. Most such initiative, 1 were in¬ 
digenous to their own circumstances and 
hardly derived from any BW1 agenda 

Dark Side oe Reform Five Case 
Studies of IAL 

We have already observed that the 
majority of IAL countries faced a deteriora¬ 
tion in their economies following their 
reforms. It is useful to look at five paradigm 
cases of IAL induced reforms from across 
the world, Bolivia in Latin America, Kenya 
and Ivory Coast in Africa, Bangladesh and 
Philippines m Asia. The list is selective. We 
observe here that each of our chosen coun¬ 
tries went through quile severe piogrammes 
of adjustment but their economies remained 
mired in crisis: 

Bangladesh was another major bene¬ 
ficiary of SA lending from both the World 


Bank and IMF as also from USAID These 
three agencies who contributed J 10 billions 
in aid to Bangladesh between 1980-90 
attached a variety of SA conditionalities to 
their loan to Bangladesh during this period. 
As a result Bangladesh, even though it does 
not fall within the World Bank’s IAL 
category, has had a heavy exposure of ad¬ 
justment lending. It has as a result presided 
over one of the largest privatisation pro¬ 
grammes in the third world between 1975-90 
w here the share of public enterprise invest¬ 
ment in the manufacturing sector fell fiotn 
92 per cent in 1972 to 4) per cent in 1989-90 
and has cut down on its public investment. 
Its impoit regime was liberalised so that its 
import/GDP ratio rose Ircim 14 percent in 
1965 to 18 pci cent in 1990 Its monetaty 
growth rale was modest with M-2 averaging 
21 6 per cent between 1980 90 winch was 
even lower in the second halt of the 1980 
averaging IS 5 per cent between 1986-91 
More to the point this decline owed largely 
to cuts in eicdii to the public sector where 
growth m receipt ol uedits averaged 5 5 per 
cent per annum between 1986-91 compared 
to a growth ot 16 5 per cent pet annum for 
the private sector in this period. RLR, using 
J980-8I as IOO was kept around 100through 
the 1980s rising to 103 only m 1989-90 This 
is not impressive compared to the other 
countries in Asia but shows that the ex 
change rate was no‘ permitted to appreciate 
Thus the nominal value of the laka was cut 
from Tk 15 04 to the US dollar in July 1980 
to Tk 35.79 to the dollar in June 1991 
During the latter period there was virtually 
no difference between the olfictal exchange 
rate and that on offer in the open sccondaty 
market where a dollar exchanged tor TK 
36.38. 

I his long exposure to market reforms did 
not yield much promise for Bangladesh’s 
economy in the i980s. Its growth rate 
averaged 4 4 per cent between 1980-91 com¬ 
pared to 4.9 per cent in the much more 
politically destabilised period ot 1973-80. 
More to the point this growth was unstable 
both in the agricultural and manufacturing 
sectors. Manufacturing sector growth 
averaged 2.5 per cent in 1980-91 compared 
to 7.8 per cent in 1973-80. Gross domestic 
savings fell from 3.4 per cent in 1980-81 to 
I 9 per cent in 1989-90 one of the lowest in 
the third world. Gross domestic investment 
fell from 15.9 per cent of GDP to 11.8 per 
cent in this same period. Whilst public in¬ 
vestment in the period fell from 9.4 per cent 
to 6.1 per cent of GDP even private invest¬ 
ment fell from 6.5 per cent to 5.7 per cent. 
Thus during 1980-90 Bangladesh’s gross 
domestic investment actually fell absolutely 
at a rate of 0.6 per cent. Whilst its export 
growth rate for some items such as garments 
was promising, its export/GDP ratio remain¬ 
ed at 9.4 per cent in 1991 compared to 10 
per cent in 1965. The economy thus 
remained heavily aid dependent with its 
negative external resource balance rising 
from 4 per cent of GDP in 1965 to 10 per 
cent in 1990. 


Bolivia, between 1980-91 received SWbrld 
Bank SA loans worth S 272 million to under¬ 
write a comprehensive schedule of reforms. 
These reforms carried a heavy price tag. The 
public investment/GDP ratio was cut from 
6.7 per cent in 1971-80 to 3 per cent in 1990. 
Its public expenditure/GNP ratio was also 
cut to 18.8 per cent in 1990. It depreciated 
the external value of its currency from 100 
in 1980 to 59.4 percent in 1990. It raised its 
domestic interest rates and kept it positive 
in real terms whilst it moved to liberalise its 
external trade. However all this yielded poor 
result-, for Bolivia whose GDP growth rate 
throughout the 1980s was below the 1965-80. 
level and its per capita GDP growfh remain¬ 
ed negative throughout the 1980s except for 
1988 when u was 0.2 per cent. Its severe cuts 
in public expenditure and public investment 
were not compensated by an increase in 
private investment. Indeed its private invest- 
ment/GDP ratio remained during the 1980s 
at below that in 1971-80 so that given the cut 
in public investment. Bolivia’s gross 
domestic investment contracted by 10.7 per 
tent per annum in 1980-90 compared to a 
growth of 4.4 per cent in the 1965-80 period, 
f he severe depreciation of ns exchange rate 
m the 1980s did little to stimulate exports 
which in fact declined at a rate of 1.7 per 
cent a year compared lo a growth of 2.7 per 
cent in 1965-80. A tight money policy in the 
second half of the 1980s lowered its rate of 
inflation from double digit levels in the first 
halt of the 1980s to a level slightly below the 
rale of 20 per cent which prevailed in 1971-80 
which was perhaps the only positive out¬ 
come ot its reforms. However for a country 
which was exposed to 5 World Bank SA 
loans and was at one stage touted as a model 
lor effective market reforms, Bolivia’s 
economy performance in the 1980s has been 
pathetic. 

Ivory Coast occupied a prominent place 
in the World Bank's Hall of Fame for third 
world development success stories during the 
1970s. It was supposed to have a relatively 
open economy, was highly receptive to 
foreign investment and was held up as the 
antonym of the state-dominated economies 
of West Africa such as Ghana, Nigeria and 
Guinea. Between 1965-80 its GDP grew at 
6.8 per cent. Its exports grew at a rate of 5.5 
per cent per annum and Gross Domestic 
Investment expanded at a rate of 10.7 per 
cent. Its rate of inflation was a moderate 9.4 
per cent. In 1971-80 its Export/GDP ratio, 
was 27.7 per cent and its RER was a modest 
79.5 per cent (1980=100). 

it would appear that this promising world 
began to fall apart in the early 1980s due to 
the collapse in the price and demand for its 
commodity exports and mounting debt ser¬ 
vice liabilities which built up severe 
payments and budgetary deficits. As a result, 
Ivory Coast was put under a severe dose of 
BWI structural adjustment reforms. Between 
1982-92 Ivory Coast received as many as 9 
SA loans valued at $ 1.43 billion making it 
the largest recipient of SA lending in Africa, 
ahead even of Ghana and Kenya. Under this 


Economic andPplitical Weekly July 25. 1992 


PE-70 



adjustment regime Ivory Coast cut its public 
investment GDP ratio from 10.3 per cent in 
1971-80 to 2.6 per cent in 1990, it raised its 
export/GDP ratio from 34.7 per cent in 
1971-80 to 53.3 per cent in 1990 and cut its 
rate of inflation to 0.7 per cent in 1990. Its 
RER was kept low at 89.9 in 1990, a rise 
compared to the early 1980s but still 
manageable and its growth of broad money 
was cut from 20.4 per cent in 1965-80 to 4.6 
per cent in 1990. Apart from its exchange 
rate it would be difficult to fault Ivory Coast 
as to its adherence to the BWI reform 
agenda. 

What has Ivory Coast to show for its 
faithful adherence to the SA reform package. 
In 1980-90 its GDP growth rate fell to 0 5 
per cent r and has indeed been negative for 
the last 4 years, 1987-90. Its per capita GDP 
growth was negative throughout the 1980s 
except for 1985 when it was 0 8 per cent com¬ 
pared to a positive growth of 1.8 per cent 
in 1971-80. Its gross investment fell at a rate 
of 11.6 per cent between 1980-90, due to the 
fact that its cut in public investment was not 
compensated by a rise in private investment 
which was 6.5 per cent of GDP in 1990 com¬ 
pared to 15.9 per cent in 1971-80. Its gross 
domestic savings/GDP ratio also fell from 
26.7 per cent in 1971-80 to 14.2 per cent in 
1990. Notwithstanding the impressive im¬ 
provement in its export/GDP ratio in the 
1980s between 1980-90 its rate of export 
growth was only 2.7 per cent per annum 
whicji was half its rate in 1965-80. The only 
improvement registered was the cut in its in¬ 
flation rate which was brought down to 6 50 
per cent in 1990 compared to 12.2 per cent 
in 1971-80. It would thus appear that Ivory 
Coast not only faced a more severe deteriora¬ 
tion in its economic circumstances in the 
reformed 1980s but that even in the second 
half of the 1980s its economy remained on 
a downward trajectory where even the fall 
in its rate of inflation could not dispel the 
pall of stagnation which settled over this 
once bright light of West Africa. In most 
cases Ivory Coast rated as an efficient 
reformer. More than for most countries it 
has to be asked how an economy exposed 
to such a big dose of reform could have fared 
so badly in the wake of these reforms 
Kenya was one of the show cases of 
development in Africa during the 1970s, 
when it averaged a GDP growth rate of 8.2 
per cent. At the beginning of the 1980s it 
faced a deterioration in its budget and 
external account balances and was thus ex¬ 
posed to a heavy dose of World Bank- 
sponsored SA loans. Between 1980 to 1991 
it received eight such loans which made 
available S 817 million to Kenya as a price 
for undertaking various market-oriented 
reforms. As a part of the SA reforms in the 
1980s Kenya cut its public fixed invest- 
ment/GDP ratio from 14.5 per cent in the 
1971-80 period to an average of 8 per cent 
in the-second half of the 1980s. It also cut 
its rate of growth of money supply from 18.6 
per cent in the 1970s to 14.9 per cent in the 
: 1980s and depreciated the external value of 


its currency from 100 in 1980 to 61.6 per cent 
in 1990. It also kept its economy relatively 
open so that its import/GDP ratio in the 
1980s remained at 30 per cent is high by 
developing country standards. 

All these reform initiatives categorised 
Kenya as a successful reformer but the coun¬ 
try remained in a state of economic decline 
through the 1980s. Kenya’s GDP growth rate 
was well below the 8.2 per cent registered in 
the 1970s and even in the second half of the 
1980s when growth picked up it could not 
approximate the performance of the 1970s. 
Its fixed investrnent/GDP growth rate 
almost halved between the 1970s and 1990 
because the cut in public investment was not 
compensated by a fall in private investment 
which fell from 20 per cent of GDP in the 
1970s to 9.9 per cent in 1990. Thus gross 
domestic investment which grew at 7.6 per 
cent a year between 1965-80 fell to 0.6 per 
cent in the 1980s. In spite of the deprecia¬ 
tion of the external salue of its currency 
in the 1980s exports Irom Kenya actually 
declined by 1 per cent per annum compared 
to a growth of 3.9 pet cent in the 1965-80. 
About the only positive gain was a modest 
cut in the rate of inflation in the 1980s com¬ 
pared to the 1970s. 


Philippines represents one of the sorriest 
of the role models for structural adjustment 
since it is situated in the growth centre of 
the world economy. The Philippines received 
the largest exposure to structural adjustment 
reforms in all of Asia in that it received 8 
loans between 1981 91 which committed 
as much as 1.9 $ billion for its reform pro¬ 
grammes. 

Within the framework of these SA pro¬ 
grammes which were initiated in the final 
years of the Marcos presidency in the early 
1980s and earned out by the Aquino regime; 
as between the 1970s and 1980s the Philip¬ 
pines cut down its public expenditure 
(excluding interest payments)/GDP ratio 
and its public fixed investment/GDP ratio, 
which fell to an all time low of 7.8 per cent 
in 1990 compared to an 11 per cent average 
in 1971-80. The Philippines also opened up 
its economy, which had by third world stan¬ 
dards always been quite open. Thus we find 
that its import/GDP ratio rose from 17 per 
cent in 1965 to 34 per cent in 1990, compared 
to 25 per cent for Indonesia and 33 per cent 
for South Korea in 1990. Similarly its 
export/GDP ratio rose from 17 per cent to 
28 per cent in this same period which again 
was a high ratio compared to Indonesia 
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which wu 26 per cent in 1980 and not too 
hr behind ROK which was 32 per cent This 
suggests quite positive movement to 
liberalise its external economy. 

Furthermore; the Philippines depredated 
the peso from an index of 100 in 1980 to 68.9 
in 1990. This was by Asian standards quite 
competitive. Whilst being a less severe 
depreciation than realised by Indonesia and 
Malaysia, it was a more severe depreciation 
than Thailand. Indeed it is worth keeping 
in mind that the nominal value of the peso 
fell from 8 to the US dollar in 1980 to 25 
to the dollar in 1990 whereas the Thai Bhat 
stayed virtually unchanged in relation to the 
dollar in this same period. The severe cut in 
the nominal valueof the peso was somewhat 
eroded by the higher rate of inflation in the 
Philippines in the mid-80s. However the 
Philippines kept monetary growth under a 
tight rein cutting growth of broad money 
from 17.7 per cent per annum in 1965-80 to 
16.1 per cent in 1989-90. This monetary 
growth rate in the 1980s in the Philippines 
was lower than for Indonesia and Thailand. 
Indeed the real interest rate on deposits was 

3.4 per cent in ,1990 compared to negative 
rates in Indonesia, Thailand and Malaysia 
in this period. 

The Philippines also initiated an am¬ 
bitious programme of privatisation in the 
1980s. It may thus be safely argued that by 
any objective measure the track record of the 
Philippines for enacting SA reform was in 
the 1980s one of the most impressive in the 
developing world. 

But what did these reforms buy the Philip¬ 
pines? Its GDP growth rate was in the 1980s 
well below the 5.9 per cent registered between 
1971-80 and even in the second half of the 
1980s could not catch up to the 1970s. Its 
cut in the public fixed investment/GDP ratio 
and stepped up privatisation programme was 
not matched by any stimulus to private fixed 
investment which even during the second 
half of the 1980s was below that registered 
in the 1970s. As a result aggregate gross in¬ 
vestment in the Philippines actually fell by 

2.5 per cent per annum in the 1980s com¬ 
pared to a growth of 7.6 per cent per annum 
in the 1965-80 period. 

Notwithstanding the liberalisation of the 
trade regime and the real depreciation of the 
peso the Philippines could not stimulate its 
export growth which was a mere 2.5 per cent 
per annum in the 1980s compared to 4.6 per 
cent per annum in the 1965-80. Again the 
only positive gain in the Philippines was a 
cut in the inflation rate from 14.9 per cent 
per annum in 1971-80 to single digit levels 
in 1987-88 but rising again to 12.7 per cent 
in 1990. 

The Philippines must thus be seen as the 
poor relation at the Asian banquet. It has 
carried through all the necessary reforms 
now underway in its ASEAN and east Asian 
neighbours. It has practised austerity, con¬ 
trolled money supply, depreciated its 
currency and opened up its economy yet its 
economy has remained in a state of pro¬ 


tracted recessi-m whilst Thailand, Indonesia, 
Malaysia, Singapore and South Korea’s 
economies have been booming in the latter 
half of the 1980s. For whatever reason the 
foreign investment boom bypassed the 
Philippines and between 1986-89 went to 
Thailand (S 11.2 billion), Indonesia (S 7 
billion), Malaysia (S 3 billion), compared to 
around S 1 billion which came to the 
Philippines. 

Rethinking Market Reform 
Paradigm 

The experience of the Philippines, Bolivia, 
Kenya et al, suggests that in seeking for an 
explanation of weak economic performance 
we have to look beyond the now conven¬ 
tional market reform paradigm associated 
with the World Bank SA lending programme 
and seek other explanations for poor 
economic performance. What we have 
established through a closer look at the 
experience of these five countries with SA 
lending could easily be discerned from the 
experience of many other developing 
economies exposed to a similar regime of 
reforms What we have however observed is 
that whilst many are called few are chosen. 

Thus we observe wide variations in the 
performance of countries exposed to a 
similar set of SA reforms. Whether we apply 
the results across the board or amongst 
countries exposed to heavy doses of SA 
reforms, only a few have done well whilst 
most have not only not done well but their 
performance has actually deteriorated, in 
some cases quite severely, compared to the 
pre-reform period. 

These highly heterogeneous experiences 
in the third world suggest that the uni¬ 
form regime of market-oriented reforms 
proselytised by the BWI around the third 
world and now eastern Europe merits serious 
rethinking. We have to see how far country 
economic performance is a function of its 
specific interface with the global economy, 
its particular policy regime, its capacity to 
implement reforms, its existing economic 
structure, the prevailing relations of produc¬ 
tion and the systems and process of gover¬ 
nance. As of now we do not have a 
serviceable conceptual framework which 
builds all these variables into a single ex¬ 
planatory development model In the absence 
of such a model we do not have adequate 
empirical evidence which can establish a 
chain of causality between particular policy 
interventions and their outcome The exer¬ 
cises undertaken by the multilateral lending 
agencies to validate the positive outcome of 
their SA reforms appear seriously flawed 
and have become largely self-serving exer¬ 
cises. There is some indication that facts are 
now marshalled to support a hypothesis and 
where the evidence is too damning then 
various specious a priori arguments are in¬ 
jected into the discussion to explain away 
evidence which may belie the original 
hypothesis. 

The evidence around the third world and 


increasingly in eastern Butnjpe today is 
extensive that market reforms do not in¬ 
evitably usher hi an ere of economic growth. 
Thus it is time that- both economists and 
governments demand a pause in the in¬ 
discriminate imposition of this reform agen¬ 
da throughout the third world and now in 
post-socialist Europe We had all better go 
back to the drawing board to review the 
diagnosis of the malaise which has consum¬ 
ed the third world, through the 1980a and 
to then rethink country by country an agen¬ 
da of reforms which can reactivate growth, 
diversify economic structures, address at 
stage centre the problem of poverty and en¬ 
vironmental sustainability and work out a 
more globally symmetrical basis for 
economic adjustment where the third world 
is not left alone to carry the burden of 
reforms. 

This reapprisal of the BWI designed 
policy paradigm will naturally have to begin 
within eacii country. But since part of the 
problem remains that economics as a 
discipline has yet to provide a valid model 
which embraces the various disciplines 
which may influence development perfor¬ 
mance we need to go through a process of 
academic interaction fit the global level. This 
academic interchange will have to critically 
diagnose the weaknesses of the BWI and in¬ 
deed earlier development paradigms, isolate 
elements in these models which have some 
universality and to then move on to 
reconstruct a more felxible model which can 
capture the varying circumstances of dif¬ 
ferent countries and at different stages of 
their development. This model will then have 
to be put to work in the specific context of 
each country to see what serviceable 
explanations emerge for analysing the 
dynamics of their respective economies and 
the policies and institutions which will 
have to be fashioned to realise the goals 
of growth, sustainability and poverty 
eradication. 

It is hoped that the BWI will have the in¬ 
tellectual integrity and political courage to 
participate both at a global academic level 
and in their policy dialogues with respective 
governments, in this process of rethinking 
of the policy paradigm promoted by it 
through the last decade. Until such time as 
these discussions reach a definitive conclu¬ 
sion the BWI lending programmes should 
be less categorical in committing the bor¬ 
rowing countries to a regime of policy 
reforms whose outcome has at best been 
mixed and indeed for very many third world 
countries has yielded a bleak harvest. This 
pause for rethinking the development 
paradigm should however not be an excuse 
for third world govenuqpts to lapse into an 
intellectual stupor whilst they march back 
into the past with banners flying but should 
stimulate a wide ranging national dialogue 
which seeks a creative and humane solution 
to their ongoing search for the path to sus¬ 
tained and sustainable development which 
guarantees an adequate and dignified living 
for all its citizens. 
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Move towards a Market Economy 

Modern Austrian and Post-Keynesian Perspectives 

Kunal Sen 
Rajendra Vaidya 


The recent economic policy reforms initialed by the government with the intention of moving the Indian economy 
towards more market orientation have led to a debate among Indian economists on the efficacy and need for 
free markets and the role that the government should play in the economy. The debate has been mostly centred 
around the proponents of two theoretical standpoints—the Neoclassical and the Marxian. We look at the debate 
from two other theoretical frameworks—the Modem Austrian and the Post-Keynesian. We find that these two 
frameworks provide perspectives on the nature and role of the market process and the role of the government 
that is quite different from the Neoclassical and Marxian viewpoints. 

The Modern Austrians and Post-Keynesians view the market as an open-ended evolutionary process and thus 
provide a rationale for ‘free markets’ that go beyond the Neoclassical focus on Efficient resource allocation' and 
'pareto optimality’. The Austrians stress the role of the price system in achieving ‘the economy of knowledge f 
and the importance of competition and the market process as a discovery procedure. The Post-Keynesians highlight 
the creativity and spontaneity exhibited by market participants in the presence of fundamental uncertainty of 
the future. The Post-Keynesians also envisage a role for the government which is different from the Neoclassical 
and Marxian views. Unlike the Ncoclassicals, the Post-Keynesians call for an activist government. Unlike the Marx¬ 


ians, the Post-Keynesians argue for 

I 

THE recent policy reforms initiated by the 
Indian government that is apparently tak¬ 
ing the Indian economy towards increased 
marketisation have revived the age-old 
debate on the efficacy of and the need for 
'the market’ as compared to ‘the plan* and 
‘the role of the state’ in the economy. Cur¬ 
rent arguments for and against the move 
towards a market economy have been for¬ 
warded on the basis of two theoretical 
frameworks, namely, the Neoclassical and 
Marxian [see, for e g, Srinivasan (August 
1991, September' 1991) and Rudra (December 
1991)]. The obvious implicit assumption 
being made by both sides is that their 
theoretical frameworks are ‘true 1 . It is well 
known that no universally applicable and 
logically compelling method of theory ap¬ 
praisal exists [Caldwell, 1982]. If compell¬ 
ing reasons exist to adopt ‘methodological 
pluralism’, then, note must be taken of what 
alternative theoretical frameworks have to 
say on a particular issue. The Neoclassical 
and Marxian frameworks are not the only 
theoretical frameworks available to students 
of economics. The Modern Austrians and 
Post-Keynesians have developed rich alter¬ 
native theoretical frameworks which hitherto 
have been unfortunately overlooked in the 
current debate. A common element in these 
two frameworks is their conceptualisation 
of time and the uncertainty of the future. 
We shall argue, in what follows, that the 
Modern Austrian and Post-Keynesian con¬ 
ceptualisation of time and uncertainty 
(which differs from that of the Neoclassi¬ 
cal enables them to provide a strikingly dif¬ 
ferent vision of the market process from that 
of the Ncoclassicals and Marxists (and thus, 
provide new and important insights into the 
problem at hand). 


non-intervention by the state in the c 

It is well known that the current policy 
reforms attempt to make the economy more 
market-oriented by removal of direct govern¬ 
ment controls on economic activity and the 
phased reduction of government participa¬ 
tion in manufacturing and other economic 
activities. 

A certain section of economists have 
lauded the changes while another section has 
been highly critical. Srinivasan [August 1991, 
September 1991] argues that the bureaucratic 
planning and control system has failed to 
achieve the objective of economic develop¬ 
ment and thus these policies should be aban¬ 
doned and a move towards a market- 
oriented approach is the remedy to India’s 
problems. He is in favour of quick im¬ 
plementation of a radical [i e, market- 
oriented] reform package in order to 
enhance the credibility of the reform 
package. Paid [January 1992] points out 
that failure of earlier industrial policies has 
been due to the over emphasis on growth and 
distributive justice and an insufficient em¬ 
phasis on the efficient use of existing 
resources. The point that has been overlook¬ 
ed by the planners, according to Patel, is that 
existing resources efficiently employed are 
a very important source of growth. He is 
clearly in favour of a market oriented ap¬ 
proach. Rudra [December 1991] argues that 
the “performance of any industry depends 
on various factors which do not all get deter¬ 
mined by private or public ownership of the 
means of production!’ He thus is clearly 
against the phased or partial privatisation 
of public enterprises. Rudra is also against 
a suddeq opening up of the economy. He 
also makes his ideological position clear by 
announcing that capitalism and thus the 
market-oriented approach “stinks” of lust 
for money and commodities. He says “The 
ideologues of capitalism make a virtue of 


litalist production process. 

competition. In Marx's good society people 
do not compete with each other, they co¬ 
operate. They would regard competition as 
a law of the jungle'’ [December 1991, 
p 2936], 

It is fairly evident that those who argue 
in favour of the new policies do so on the 
basis of the Neoclassical theoretical 
framework and those who argue against 
them do so on the basis of the Marxian 
theoretical framework. 

The plan of the paper is as follows. A 
short summary of the main features of the 
Neoclassical and Marxian theoretical 
frameworks is presented in section 11. Sec¬ 
tion III deals with the common elements of 
the Modern Austrian and Post-Keynesian 
paradigms; specifically, their conceptualisa¬ 
tion of time and uncertainty. Sections IV 
and V provide an exposition of the Modern 
Austrian and Post-Keynesian theoretical 
frameworks and comments on the current 
controversy ftom these two points of view. 
The summary and conclusions are presented 
in section VI. 

II 

In this section, we briefly outline the im¬ 
portant tenets of the Neoclassical and Marx¬ 
ist theoretical frameworks. No attempt is 
made at being comprehensive. 

In the Neoclassical framework, the econo¬ 
mic aspects of an agent’s activities (which 
involve both time and uncertainty) have been 
conceived of in terms of allocation of scarce 
means (resources) among competing ends. 
All economic activity is viewed as an attempt 
to allocate given resources, so that they cor¬ 
respond most faithfully to a given hierarchy 
of ends. Optimisation theory is seen as an 
acceptable tool to explain human behaviour. 

The model of perfect competition, which 
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assumes among other things, atomicity of 
buyers and sellers and free entry and exit, 
is taken to be s> good approximation to real 
markets. In a peifectly competitive equili¬ 
brium, an efficient allocation of resources 
is attained and its welfare properties are well 
known. Since the prices generated in such 
an equilibrium reflect the marginal costs of 
producing the commodities in question (or 
the scarcity values of the resources that go 
into the production of commodities). The 
Neoclassical prescription for optimal 
resource allocation is to 'get the prices right’. 
Since it is the government which often 
prevents the movement of actual prices to 
those that would be generated by a perfect¬ 
ly competitive market by either administer¬ 
ing prices or by the licensing and protection 
of industries, which then lead to the crea¬ 
tion of monopolies, Neoclassicals (like 
Srinivasan) advocate the need for a reduc¬ 
tion of government intervention in the 
market and the necessity for “full and tree 
play of market forces” 

TWo other important features of the Neo¬ 
classical framework are its treatment of time 
and uncertainty. Whenever Neoclassical 
economists incorporate tune (t e, dynamics) 
into their analysis, it is incorporated in a 
mathematical sense or as a dimension in 
which events take place. Once time is includ 
ed as variable (or if variables are dated) to 
be represented as an axis, lime like other 
variables becomes in principle reversible. 
Such a treatment of time is essentially 
Newtonian. The Newtonian conception of 
time has three essential characteristics which 
are as follows- 

(1) Homogeneity. Once time is represented 
along a line (i e, it is spatialised), each pqmt 
on the line is in principle identical to every 
other except for its position. Each point is 
independent of its contents (i c, changes if 
they occur occupy instances represented on 
a line), thus in principle, Newtonian time can 
elapse without changes occurring 

(2) Mathematical Continuity: This pro 
perty does not refer to an interrelation bet¬ 
ween successive instances but refers to con¬ 
tinuous divisibility. Thus, instances of 
Newtonian time can be made arbitrarily 
small. 

(3) Causal Inertness: This implies that the 
mere elapse of time does not cause anything 
because time is independent of its contents 

Given such a conceptualisation of time. 
Neoclassical economists have generally used 
the following methods for dynamic analysis: 
(a) In many models, historical change is ex¬ 
plained by autonomous changes occurring 
in the exogenous variables which are 
represented by movements along their fixed 
trajectories or by one or more of the 
parameters of the logical relationships 
changing autonomously, 
tb) Many dynamic models allow current ex¬ 
ogenous variables to be past endogenous 
variables. Such a lagged variables approach 
allows economists to derive a time path tra¬ 
jectory for the endogenous variables. Given 
the initial values of the exogenous variables 


the position of the trajectory of the en¬ 
dogenous variable is usually uniquely 
determined. 

(c) Many models attempt to characterise the 
disequilibrium behaviour of endogenous 
variables by specifying a differential or 
difference equation which gives the rale of 
change of the endogenous variable in 
question. 

Let us now turn to the treatment of uncer¬ 
tainty in the Neoclassical framework. To 
characterise an uncertain future a probability 
distribution is defined over an exhaustive set 
of events (i e, as a weighted arrangement of 
already known possibilities) or as a game 
against nature where mutually exclusive 
courses of future events are known. Little- 
child summarises the Neoclassical treatment 
o( uncertainty as follows : “The crucial 
feature of the Neoclassical approach is that 
the foun that the future can take is known 
in advance. Tomorrow can be characterised 
as a vector of random variables where the 
range the variables can take is known today, 
and more important, so ts the set of variables 
itself. The Neoclassical agent lives in a world 
of Knightian risk. He is unsure what the 
price of honey will be tomorrow, but he 
k nows honey will be traded. Conversely, he 
never finds honey in the shops if he had not 
previously expected it to be there” 
ll.ittlechild 1986, p 28). 

In the Neoclassical framework, expecta¬ 
tions are assumed to be given in a definite 
and calculable form. Clearly, Ihe future is 
assumed to be in principle knowablc and it 
holds no surprises (nothing occurs which 
was not in some sense pre-ordained) for the 
agent. Thus a situation of ignorance of the 
possible future outcomes (i e, Knightian 
Uncertainty) is assumed not to arise and in 
principle luture slates are assumed to be 
predictable, on the basis of sufficient 
knowledge given at present. 

It is in such a context that all human ac¬ 
tivity is interpreted in terms of maximising 
behaviour in the face of both time and 
uncertainty Ihe human mind is viewed as 
a passive filter through which the data for 
decision-making is perceived. To the extent 
the filter can be understood Ihe whole 
decision-making process is perceived to be 
determinate The hidden assumption 
underlying this approach is that agents do 
not suffer from what Hcincr (1983) calls a 
Competence-Difficulty (C-D) gap. Clearly 
Neoclassical decision theory attempts to ex¬ 
plain human behaviour by matching the 
competence of an agent with the difficulty 
in selecting among alternatives or thc,,dif- 
ficully of decision problem to be solved. The 
market process is seen to be essentially a 
closed ended, allocative process. 

We now look at the Marxian theoretical 
framework as reflected in the writings of 
Indian Marxists and in the philosophy that 
has guided the Indian state’s economic 
policies since independence prior to the re¬ 
cent reforms. 1 The Marxists stress the 
weaknesses (contradictions) and exploitative 
nature of capitalism. Markets, it is argued. 


respond to only private and not social costs. 
Markets are also associated with a lack of 
co-ordination and consequent instability at 
the macro level. Capitalism is crisis-prone 
both in the short run, as the capitalists often 
cannot convert ('realise') into money profits 
the surplus value they extract from the 
workers, and in the long run, as the declin¬ 
ing rate of profit chokes off further ac¬ 
cumulation. Ail these endemic ills of market 
capitalism in the ultimate analysis are ascrib¬ 
ed to the fundamental institutions of private 
property and wage labour. A socialist pat¬ 
tern of society is seen as an antidote to all 
these ills. 

A socialist society is one in whith a major 
part of the means of production are not in 
pi ivate hands but in some sense are socially 
owned and operated by state or co-operative 
enterprises. The Marxian economists believe 
in the historical inevitability of socialism but 
they recognise that if left to itself, this pro¬ 
cess may take a very long time. It is believed 
that conscious human endeavour can pro¬ 
create the conditions for the ushering in of 
socialism which makes it possible to, in some 
sense, bypass the stage of capitalism and the 
human suffering it entails. The market can 
potentially be replaced by a plan. Planning 
by a central authority is seen to be both 
theoretically and practically a feasible 
method of allocating resources.' Lange 
(1938), who is often cited in this context, 
argued that the existence of a market is not 
a necessary condition for the formulation 
of a correct system of prices and costs, not 
therefore for the maintenance of allocative 
efficiency. Theoretically, the problem is one 
of solving a set of simultaneous equations 
and in practice it boils down to working out 
a system of material balances and almost no 
Indian Marxist doubts the feasibility of do¬ 
ing so. Planning, it is believed, can take a 
society to the same goal as the free market 
(i e, allocative efficiency ) without the society 
having to undergo the recurrent crisis and 
exploitation of a capitalist system and the 
chaos and anarchy of free markets. Thus, 
conscious planning is seen as a road, the 
journey along which would lead to the at¬ 
tainment of a new harmony in which man 
would enjoy his true rights. It is largely on 
the basis of such a theoretical framework 
that Indian Marxists argue against the re¬ 
cent market-driented policies and for the 
continuance of planning. 

The Indian Marxists' support for ‘plan¬ 
ning’ (as opposed to ‘free markets’) and the 
need for extensive intervention by the 
government in the economy has found itself 
reflected in the Indian Government’s own 
approach to industrial and trade policy in 
the past (that is, prior to. the liberalisation 
efforts). Such an approach can be taken to 
be a ‘constructivist approach' [see Neumann, 
1990]. In the Constructivist approach', the 
government assumes the responsibility for 
the attainment of economic yvdfare. In its 
attempt to successfully carry out this respon¬ 
sibility, it designs a path of development and 
creates an industrial structure which is ex- 
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pectedlo enhance economic welfare. The 
path of development that enhancca econo¬ 
mic welfare it taken to depend on the esta¬ 
blishment of a ‘socialist pattern of society'. 
The Second Five-Year Plan document clari¬ 
fies the meaning of this phrase as follows: 
“Essentially, this means that the basic 
criterion for determining the lines of ad¬ 
vance must not be private profit but social 
gain, and that the pattern of development 
and structure of socio-economic relations 
should be so planned that they result not 
only in appreciable increases in national in¬ 
come and employment but also in greater 
equality of income and wealth” (p 22). The 
industrial structure that is created in pursuit 
of this end is one where the public sector oc¬ 
cupies ‘commanding heights' and the private 
sector is subject to regulation by both macro- 
economic (fiscal and monetary) policy and 
micro-economic controls (restrictions on the 
items which the private sector could produce, 
licensing of capacity, import and export con¬ 
trols and a system of taxes and subsidies 
which influences the activity in a particular 
sector). The constructivist approach im¬ 
plicitly assumes that the government is more 
knowledgeable and objective and that 
markets are often rigged and imperfect and 
private behaviour is restrictive and short¬ 
sighted (as has been argued by the Marxists). 

It is not difficult to sec that the 
Neoclassicists, and those Marxists who 
espouse state planning and government 
regulation of private industry, share a cer¬ 
tain fundamental similarity in their views of 
the world. They both view the evolution of 
the economy asa dosed-ended process mov¬ 
ing towards a dearly identifiable and deter¬ 
minate goal. For the Neoclassicist, it is the 
state of economic equilibrium where all 
resources are most efficiently allocated and 
all potential gains from trade exhausted; the 
market being the mechanism by which one 
attains this state of affairs. For the Marxist, 
it is the state of social equilibrium where 
resources are allocated such that all indi¬ 
viduals’ needs and requirements are taken 
care of; the plan being the mechanism by 
which such a situation is obtained. 

AS we shall argue in the later sections, the 
Modern Austrians and Post-Keynesians have 
a radically different view of the world from 
the Neoclassical and the Marxists—to 
them, all economic change is -necessarily 
open-ended. There is, then, no determinate 
goal that the economy can move to. whether 
via the market or the plan. The Modern 
Austrian and Post-Keynesian view of the 
economy as an open-ended, evolutionary 
process originates from their conceptualisa 
lion of time and uncertainty, which, as we 
shall argue in the next section, differs 
substantially from the Neoclassical 

III 

The Modern Austrian and Post-Keynesian 
conceptualisation of time and uncertainty 
provide an unifying link between these two 
paradigms. Before going into detaits of these 


two frameworks, it would be useful to under¬ 
stand Modern Austrian and Post-Keynesian 
views of time and uncertainty. 

Any explanation of historical change re¬ 
quires, as pointed out by Hayek [1952], the 
recognition of the relationship between time 
and knowledge. Using the concept of Real 
Time; it is argued, allows the explicit recogni¬ 
tion of the relationship between time and 
knowledge. The main characteristics of Real 
Time are as follows: (I) Heterogeneity: If the 
relationship between time and knowledge is 
to be explicitly recognised, then how an 
agent relates the past to the present is im¬ 
portant. An agent's memory links his past 
to his present. As the agent experiences the 
elapse of time, his memory is continuously 
enriched and the subjective standpoint from 
which he views the world may undergo a 
change. Thus, each phase of real time is 
novel because it is linked to the past by 
memory which continuously changes. (2) 
Dynamic continuity: The dynamic structure 
of real time consists of two aspects: (a) 
memory and (b) expectations. Memory links 
the past to the present and expectations 
link the present to the future. Within a 
Newtonian time framework, dynamic 
models do postulate some kind of linkage 
between successive periods. The difference 
between the two is that dynamic continuity 
in real time involves a change in perspective 
of agents (3) Causal efficacy: The mere 
elapse of time as distinct from physical 
change is a source of novelty as all economic 
processes involve the growth and transmis¬ 
sion of knowledge The growth of know¬ 
ledge (which is the inevitable outcome of the 
passage of time) is the endogenous force that 
propels the system. Thus, the mere elapse of 
time can cause changes. 2 

Georgescue-Roegen [1971 j. Shackle {19721 
and Hicks [1976] • have argued that 
Neoclassical models are ‘timeless’ because 
the concept of Newtonian time abstracts 
from certain essential features of time as ex¬ 
perienced by economic agents. They argue 
that dynamic analysis must incorporate the 
concept of Real time. Boland ]l978) points 
out that in Neoclassical models the trajec¬ 
tories of the endogenous variables are in a 
sense exogenously fixed. Boland argues his 
case as follows, “The only dynamics of the 
model ate exogenous. Since exogeneity 
results from an explicit choice not to explain 
the givens or their behavior, we have not ex¬ 
plained dynamic changes in the model. In 
other words we are still relying on a statically 
given time path trajectory which is fixed over 
the relevant time period. We have not ex¬ 
plained why it is that tra)ectory rather than 
some other” [Boland 1978, p 245].-’ 

Let us now turn to the treatment ol uncer¬ 
tainty. The future, in these two frameworks 
is considered to be both unknown and 
unknowable for it is yet to be created. The 
future does not exist yet, as it is in construc¬ 
tion which is going on in all existing acti¬ 
vities. The future originates in the current 
.decisions (choices) which agents make. The 


agents base their current decisions on sub¬ 
jective conjectures (or imaginations) of the 
future (i e, expectations). These conjecture* 
of the future (or expectations) are not open 
to probabilistic characterisation (either sub¬ 
jective or objective) because, firstly , all im¬ 
portant economic decisions, like investment, 
are not repeatable events but crucial experi¬ 
ments whose outcome destroys forever the 
conditions under which the decision was 
taken, and secondly, no agent is able to have 
knowledge of all possible future outcomes 
of a current decision. In the face of such 
uncertainty, agents respond to recurrent 
situations, according to Heiner [1983], by 
following rules of the thumb. The decisions 
involving non-recut rent situations (of which 
the most important is the investment deci¬ 
sion) involve creativity on the part of the 
agent. The competence of agents and the 
difficulty of the decision problem never coin¬ 
cide and there always exists a C-D gap. 4 

IV 

Schumpeter in an oft quoted passage has 
pointed out that “Capitalism,... is by nature 
a form or method of economic change and 
not only never is but never can be stationary. 
The fundamental impulse that sets and keeps 
the capitalist engine in motion comes from 
the new consumers goods, the new methods 
of production or transportation, the new 
markets, the new forms of industrial organi¬ 
sation that capitalist enterprise creates” 
[1943, p 82). This view of capitalism is shared 
by the Modern Austrian economists. The 
foundations of the Modern Austrian school 
were laid by Ludwig Von Mises in 1949 in 
his seminal book entitled Hitman Action: A 
Treatise on Economics. 

The concept of Human Action is at the 
heart of all Modern Austrian analysis. 
Human Action involves purposeful action 
taken by a human being to ‘remove uneasi¬ 
ness’. The notion of Human Action is 
broader, than -.be notion of the 'economis¬ 
ing agent’ used ,ti neoclassical economics, 
in the sense that it (i e Human Action) in¬ 
volves the very perception of the ends means 
framework. The Modern Austrians assert 
that individual choice is not the consequence 
of a mere gravitational puli towards utility, 
but individuals au [choose] with a purpose, 
even if the purpose is tiequently frustrated 
by errors and imperfect knowledge. Every 
human being, by definition, ads purposeful¬ 
ly because he always wants to reduce 
“uneasiness” that current circumstances in¬ 
flict on him 

All Austrian analysis is subjectivist in 
nature, i e, it takes the private experience of 
an individual to be the sole foundations 
of factual knowledge. As a consequence, 
Austrians deny the existence of any objec¬ 
tive standard of value and claim that prices 
and costs cannot be defined in concrete 
terms but, only in terms of what people 
think. Another basic element in the Modern 
Austrian methodology is the belief that there 
is an inherent unpredictability and indeter- 
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minacy in human knowledge. Consequently, 
the economic problem is not seen to be one 
that involves working out how best we can 
allocate known means among a known and 
predetermined hierarchy of wants. Positing 
the problem in such a way overlooks "the 
fact that the knowledge of circumstances of 
which we must make use never exists in con¬ 
centrated or integrated form but solely as the 
dispersed bits of incomplete and frequently 
contradictory knowledge which all the 
separate individuals possess” (Hayek 1952, 
p 77], The economic problem of society, ac 
cording to Hayek, is "a problem of how to 
secure the best use of resources known to 
any of the members of society, for ends 
whose relative importance only these in¬ 
dividuals know. Or,..., it is a problem of the 
utilisation of knowledge which is not given 
to anyone in its totality” [Hayek 1952, p 78). 
We, thus, need a rational economic organisa¬ 
tion which effectively solves this problem. 

Hayek makes a distinction between two 
types of knowledge Scientific knowledge in¬ 
volves knowledge, of general rules and this 
type of knowledge, though important, is not 
the only kind of knowledge that is relevant. 
Knowledge of (he particular circumstances 
of time and place, is the other form of 
knowledge whose importance. Hayek 
laments, has been overlooked by economists. 
The fact that circumstances of time and 
place change, sometimes very rapidly and 
that it’s knowledge is almost always im¬ 
perfect is explicitly recognised. Individuals 
have to take decisions in the face of such 
change, if no changes occur, there is no 
reason for individuals to make new decisions 
or alter old ones. A central authority which 
consists of chosen experts that aims at 
totalitarian planning of the economy can do 
so if only scientific knowledge was relevant. 
If, on the other hand, one considers know¬ 
ledge of particular circumstances of time 
and place and its everchanging nature, the 
economic problem of society is mainly one 
of rapid adaptation to change. Once the pro¬ 
blem is defined in these terms, it seems fairly 
obvious that “the ultimate decisions must 
be left to people who are familiar with these 
circumstances, who know directly of the rele¬ 
vant changes and of the resources immedi¬ 
ately available to meet them. We cannot ex¬ 
pect that this problem will be solved by just 
communicating all this knowledge to a cen¬ 
tral board which, after integrating all 
knowledge issues orders. We need decen¬ 
tralisation because only thus can we ensure 
that knowledge of the particular circum¬ 
stances of tune and place will be promptly 
used” [Hayek 1952, p 84). 

If individual agents who alone possess 
knowledge of particular circumstances of 
time and place and change therein are to take 
decisions, then they need to be provided in¬ 
formation about the whole pattern changes 
of the larger economic system. Clearly the 
individual agent needs information about 
events which happen beyond the horizon of 
his immediate knowledge. Here the ques¬ 


tions that are important are as follows: (a) 
which are the events of such a nature which 
are important in a particular context and (b) 
how much and what kind of information is 
needed 

Hayek argues that the price system pro¬ 
vides an efficient mechanism for communi¬ 
cating information and this mechanism fails 
to perform this function as prices grow more 
rigid [for whatever reason). In an il¬ 
luminating passage Hayek explains this role 
of the price system. We quote: 

"Assume that somewhere in the world a 
new opportunity for the use of some 
material, say, tin, has arisen, or that one of 
the sources of supply of tin has been 
eliminated. It does not matter for our 
purpose--and it is significant that it does 
not matter—-which of the two causes has 
made tin more scarce. All that the users of 
tin need to know is that some of the tin they 
used to consume is now more profitably 
employed elsewhere and that, in conse¬ 
quence, they must economise tin. There is 
no need for the great majority of them even 
to know where the more urgent need has 
arisen or in favour of what other needs they 
ought to husband the supply. If only some 
of them know directly of the new demand, 
and switch resources over to it, and if the 
people who are aware of the new gap thus, 
created in turn fill it from still other sources, 
the effect will rapidly spread throughout the 
whole economic system and influence not 
only all the uses of tin but also those of its 
substitutes and the substitutes of these 
substitutes and so on: all this without the 
great majority of those instrumental in 
bringing about these substitutions knowing 
anything at ail about the original cause of 
these changes. The whole acts as one market, 
not because any of its members survey the 
whole field, but because their limited in¬ 
dividual fields of vision sufficiently overlap 
so that through many intermediaries the rele¬ 
vant information is conveyed to all” [Hayek 
1952, p 85-86]. 

Clearly what the price system achieves is 
“the economy of knowledge” and how little 
individual participants in a free market need 
to know in order to take the right action. 
Prices, in such a system, are symbols via 
which most essential information is trans¬ 
mitted precisely only to those concerned. 
Hayek describes the price system in a free 
market “as a kind of machinery for register¬ 
ing change, or a system of telecommunica¬ 
tions which enables individual producers to 
watch merely the movement of a few poin¬ 
ters -as an engineer might watch the hands 
of a few dials, in order to adjust their ac¬ 
tivities to changes of which they may never 
know more than is reflected in the price 
movement” [Hayek 1952, p 87). This aspect 
of the price system in a free market is often 
overlooked by economists of both the 
Neoclassical and Marxian school. 

The Modern Austrians reject the Neoclas¬ 
sical method of using the theory of perfect 
competition and its well known welfare pro¬ 


perties for judging the effectiveness of com¬ 
petition in real situations. The Austrians do 
not view competition as an equilibrium 
situation but as a rivalrous process which 
takes place in historical time. It is via this 
rivalrous competitive process that tendencies 
of a movement towards equilibrium are 
generated. If one assumes that the perfect¬ 
ly competitive situation already exists then 
clearly the question of how such a situation 
is brought about cannot be asked. In a 
perfectly competitive equilibrium, the firms 
do not compete in the rivalrous sense. Hayek 
defines competition as follows: “Competi¬ 
tion is essentially a process of formation of 
opinion: by spreading information, it creates 
that unity and coherence of the economic 
system which we presuppose when we think 
of it as one market. It creates the views peo¬ 
ple have about what is best and cheapest, 
and it is because of it that people know at 
least as much about possibilities and oppor¬ 
tunities as they in fact do. It is thus a pro¬ 
cess which involves continuous change in 
data and whose significance must therefore 
be completely missed by any theory which 
treats these data as constant” [Hayek 1952, 
p 106], Competition thus is essentially a 
discovery procedure and not a particular 
market structure. Clearly, the question of 
whether markets are competitive- in the 
Neoclassical sense is much less important 
than the question of whether competition 
[in the rivalrous process sense] exists in 
markets.' The process view becomes redun¬ 
dant if one begins with the assumption of 
given and known means and ends. The 
Austrians emphasise that the competitive 
process determines which resources are 
scarce and what use they must be put to. 
They argue that it is futile to start analysis 
by assuming that certain kinds of knowledge 
exists with agents when the essential problem 
is of how such knowledge is acquired and 
transmitted. We saw earlier that if prices 
become sticky, they cease to perform the in¬ 
formation dispersion function effectively. 
Stickiness of prices, according to the 
Modern Austrians, arise due to the presence 
of monopolies. The state is viewed as the 
chief or even the only creator of monopolies 
via grants of privileges or licences. For 
Austrians a monopoly is a case where the 
rivalrous competitive process has ceased to 
exist. Looking at the size distribution of 
firms within an industry to detect monopoly 
is considered to be erroneous because even 
if an industry consists of a single firni it 
would be facing competition from firms pro¬ 
ducing substitute products. A firm can be 
protected from such competition only by 
state support. Shand [1984] is of the opinion 
that nothing is wrong with government run 
monopolies per se but that legally protec¬ 
ting them from competition must be given 
up so that via the rivalrous process the state 
enterprises would have to prove their effi¬ 
ciency. The important point is that the 
rivalrous competitive process should not be 
impeded. If the government run enterprises 
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survive competition [and the possibility of 
competition should not be foreclosed by the 
state] then their existence can be justified. 
In other words, the state cannot be allowed 
to be both a player and the referee. 6 Shand 
has summarised the Modern Austrian posi¬ 
tion in this regard as follows: “The Austrian 
view is that the major problem is not private 
enterprise monopoly but those monopolies 
cither directly run by the government or in¬ 
directly fostered and protected by the govern¬ 
ment. Absence of competition is the real 
problem and government should confine its 
activities to changing the economic environ¬ 
ment so as to encourage competition rather 
than enacting anti-monopoly law” [Shand 
1984, p 133). 

The entrepreneurial function has received 
scant attention in the Neoclassical approach. 
In fact it is argued that the Neoclassical firm 
is entrepreneur-less. This is so because in the 
Neoclassical ‘economising' framework there 
is no room for enterprise or initiative. The 
owners/managers of the firms are simply 
passive economisers who react mechanical¬ 
ly to the given data or to changes in the data 
which occur due to exogenous reasons. The 
Modern Austrians, on the other hand, 
bestow a lot of importance to the entre¬ 
preneur and entrepreneurship in their 
analysis. Kirzner [1973] looks upon the en¬ 
trepreneur as an equilibrating force. For 
Kirzner, the pure entrepreneur is “a decision¬ 
maker whose entire role arises out of his 
alertness to hitherto unnoticed oppor¬ 
tunities” [Kirzner 1973, p 39). Once we 
assume that agents have imperfect know¬ 
ledge, the scope for entrepreneurship always 
exists. Kirzner’s entrepreneur is an agent who 
is alert and who due to his alertness perceives 
opportunities which go unnoticed by agents 
who are not as alert. This entrepreneurial 
alertness creates, according to Kirzner, the 
tendency toward equilibrium. It is the pro¬ 
fit motive of entrepreneurs which brings 
about this tendency. The rivalrous com¬ 
petitive process, due to the fact that it is 
essentially a discovery procedure, involves 
“learning” by the agents who participate in 
this process in the hope of making profits. 
When undiscovered possibilities exist [i e, 
ignorance] it is characterised as a dis¬ 
equilibrium. The Austrians believe that such 
unperceived opportunities cannot persist in 
the presence of alert entrepreneurs. The 
competitive process ensures that sooner or 
later unexploited opportunities will be 
discovered via the market process. In fact, 
because sooner or later these unperceived 
opportunities will be discovered the situa¬ 
tion where ignorance exists is called dis¬ 
equilibrium. The Austrians stress the tenden¬ 
cy towards equilibrium but that do not in¬ 
sist that equilibrium will in reality be achiev¬ 
ed because of the ever-changing nature of 
capitalism. 

From our foregoing discussion it is clear 
(hat the Modern Austrian support for the 
market mechanism and capitalism rests on 
arguments different from the Neoclassical. 


The Modern Austrians argue that any sort 
of central planning cannot perform the role 
of the market mechanism. This is so because 
to plan the planners require knowledge par¬ 
ticularly about particular circumstance of 
time and space and changes therein which 
cannot be acquired efficiently by any means 
other than the market process. The essence 
of the Austrian argument against planning 
is that it is impossible given the fact of ig¬ 
norance and of knowledge being dispersed 
among agents, and this knowledge many 
times is likely to be erroneous. Once the 
possibility of ignorance and of erroneous 
knowledge is recognised, even the market 
mechanism cannot ensure that resources will 
not be wasted. The Austrian insight that 
becomes important is that the market 
mechanism possesses weapons to combat the 
problems of ignorance and dispersed know¬ 
ledge. The Austrians do not emphasise the 
accuracy of information conveyed by prices 
[dearly you will have“wrong” prices in the 
presence of ignorance, dispersed imperfect 
information] but they emphasise the ability 
of disequilibrium [or wrong] prices to offer 
profit opportunities that can attract the at¬ 
tention of alert profit-seeking entrepreneurs 
who compete with each other. Whenever we 
have a instance where market partidpants 
fail to co-ordinate their activities because 
of ignorance or dispersed and imperfect 
knowledge, this results in an array of prices 
which open up profit opportunities for en¬ 
trepreneurs. The market process is thus a 
discovery procedure which involves trial and 
error on the part of entrepreneurs and it is 
the entrepreneur who thus brings about a 
tendency toward equilibrium or co-ordina¬ 
tion of activities by market partkipants. This 
is a function of planning authority can never 
hope to undertake Thus, the belief that an 
economy can be run by a central planning 
authority is challenged by Modern 
Austrians. 

But can the market process work in 
developing countries whose peculiar charac¬ 
teristics, it is sometimes argued, necessitate 
a large amount of public intervention 
through ownership of the means of produc¬ 
tion and centralised planning? Hayek [1978] 
argues that possibilities of growth are greater 
in countries where there exist a large set of 
unused opportunities. Observed high rates 
of growth in some underdeveloped countries, 
according to Hayek, imply that growth op¬ 
portunities, for some reason, have been 
overlooked in the past. In underdeveloped 
countries, the chief problem is one of 
discovering what material and human 
resources are available. There is no method 
available to planners in such countries to 
determine social structures and economic 
relationships in advance [i e, before the op¬ 
portunities have been discovered]. The 
market mechanism and competition are ab¬ 
solutely essential in underdeveloped coun¬ 
tries if high growth rates are to be achieved. 
But this is only a part of the argument. 
A more fundamental reason why under¬ 
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developed countries need the market mech¬ 
anism and tree competition is given by 
Hayek as follows: “This is that required 
changes in habits and customs will be 
brought about only if the few willing and 
able to experiment with new methods can 
make it necessary for the many to follow 
them and at the same time show them way. 
The required discovery process will be im¬ 
peded or prevented, if many are able to keep 
the few to the traditional ways. Of course, 
it is one of the chief reasons for the dislike 
of competition that it not only shows how 
things can be done more effectively, but also 
confronts those who depend for their in¬ 
comes on the market with the alternative of 
imitating the more successful or losing some 
or all of their income Competition produces 
in this way a kind of impersonal compul¬ 
sion which makes it necessary for numerous 
individuals to adjust their way of life in a 
manner that no deliberate instructions or 
commands could bring about. Central direc¬ 
tion in the service of so-called 'social justice’ 
may be a luxury rich nations can afford 
perhaps for a long time without too great 
an impairment of their incomes. But it is 
certainly not a method by which poor coun¬ 
tries can accelerate their adaptation to rapid¬ 
ly changing circumstance on which their 
growth depends” [Hayek 1976, p 189], 

Clearly the Modem Austrians view history 
as an indeterminate open ended process 
and the market process is viewed as an evolu¬ 
tionary process which involves the discovery 
of an indeterminate future. This is certainly 
a different view of the growth process and 
nature and role of free markets than that 
provided by either the Neoclassical or Marx¬ 
ian theorists. Within the Modern Austrian 
framework we can look for answers to the 
question why planning has failed to achieve 
its objectives in India and why the current 
liberalisation and the implied ‘market orien¬ 
tation’ of government policies is likely to be 
the possibly correct way out. The answers 
to these questions are obvious once the 
economic problems are correctly specified 
[t e, utilisation of dispersed knowledge and 
adaptation to unforeseen changes] and the 
nature and role of the free market process 
dearly understood. The Modern Austrians 
cannot or should not be dismissed as just 
another set of economists who are apologists 
of the capitalist system or those who are 
mistaken dissenters of the Neoclassical 
framework. It must be recognised that they 
have a distinctly different theoretical vision 
which no serious student of economics can 
afford to overlook or reject. 

V 

The existence of uncertainty of the future 
in economic life is the starting point of Post- 
Keynesian analysts. In his 1937 summary of 
the main arguments of The General Theory 
in The Quarterly Journal of Economics. 
Keynes provides us with an understanding 
of the Post-Keynesian view of uncertainty. 



“By [unlcertain knowledge”, Keynes 
'states, “I do no mean merely to distinguish 
what is known for certain From what is only 
probable. The game of roulette is not sub¬ 
ject, in this sense, to uncertainty; nor is the 
prospect of a Victory bond being drawn. Or, 
again, the expectation of life is only slightly 
uncertain. Even the weather is only mode¬ 
rately uncertain. The sense in which I am 
using the term is that in which the prospect 
of a European war is uncertain, or the price 
of corn and the rate of interest twenty ycais 
hence, or the obsolescence of a new inven 
lion, or the position of private wealth owners 
jn the social system in 1970. About these 
matters there is no scientific basis on which 
to form any calculable probability whatever. 
We simply do not know” |Kcynes 1937, 
pp 213-214). 

For some economic activities, the uncer¬ 
tainty of the future may be relatively unim¬ 
portant; lor example, the current consump¬ 
tion of an apple which was recently produc¬ 
ed. However, the future plays an important 
role in most human activities -and a pre¬ 
dominant role in one important aspect— 
the accumulation of wealth As Keynes 
notes, “the whole object of the accumula¬ 
tion of Wealth is to produce results, or 
potential results, at a comparatively distant, 
and sometimes, at an indefinitely distant 
date" |Keynes 1937, p 213). If, in fact, our 
knowledge of the future is ‘fluctuating, 
vague and uncertain', it implies that the ex¬ 
istence of the uncertainty of the future is 
of crucial significance in the economic 
decision-making process that no economic 
theory of the real world can afford to ignore 

But why is it that ‘we do not know’? Is 
it merely due to the imperfections of the ‘ex- 
peelers’? Can the ignorance of the future, 
then, be regarded as a case of 'incomplete 
information’ that, in principle, be remedied 
by learning? The Host-Keynesians argue that 
the future is ‘unknowable’ simply because 
it has not yet happened—its ‘happening’ 
dependent on choices that individuals make 
in the present. As Wiseman puts it, “since 
men can (must) choose how to act, their 
chosfn acts, together with the evolution of 
the physical world, are continuously creating 
the emerging future. If this is so (as it must 
be), then the future cannot be known ‘now’ 
(that is, in the continuous present)” 
{Wiseman 1989, p 289J. 

But can one argue that if faced with 
known choices, each with known conse¬ 
quences, economic agents would act 'in a 
certain fixed way’? Such a view of human 
behaviour characterises, for instance, the 
conceptualisation of the rational economic 
man (‘homo economicus') in Neoclassical 
economics. In such a case, human behaviour 
becomes determinate and the future predic¬ 
table. The Post Keynesians argue that the 
most crucial decision of all in the market 
economy—the entrepreneur’s decision to 
invest—occurs in situations which arc non- 
repcatable and unique (that is, the very 
choice of a course of action ineradicably 
alters the circumstances in which the deci¬ 


sion was taken). Moreover, the outcome of 
such decisions lie in the distant future—the 
entrepreneur has to commit his resources to 
a particular line of production without 
knowing in advance what the market value 
of the end product will be at that future date 
when it will be ready. For such decisions, the 
individual’s choice must be rooted in his 
conjectures of the future, which are nothing 
but conjectures. Hence, every act of choice 
in such situations embodies the chooser’s 
creative imagination of the future and is 
therefore, unique both to the individual and 
the moment of lime (in other words, my con¬ 
jectures about the future—and hence, my 
choices—can be different from yours, and 
be different in July as compared to my con¬ 
jectures in April). 

To the Post-Keynesian, “there is simply no 
way around the fundamental fact that what¬ 
ever happens in the social realm is depen¬ 
dent on human choices, choices that—if they 
are choices, could be different, and could, 
if they were different, have different effects" 
(Buchanan and Vanberg 1991, p 171). It is 
not possible, then, for there to be a ‘given’ 
future independent of the choices that will 
be made There arc, in fact, countless poten 
tial futures of which only one will emerge 
as the choice-process unfolds. The essence 
of the Post-Keynesian position is that “the 
future is not simply ‘unknown’ but is ‘nonex¬ 
istent’ or 'indeterminate' at the point of deci¬ 
sion" (Wiseman 1989, p 230). As Shackle 
has argued, our ‘unknowledge’ of the future 
is, from this perspective, not “a deficiency, 
a falling-short, a failure of search and study" 
[1983, p 33). It, in fact, reflects, a fundamen¬ 
tal fact of human existence, "the imaginative 
and originative source and nature of the 
choosablcs, and the endless proliferant crea¬ 
tion of hypothetical sequels of choosable ac¬ 
tions” (ibid, p 36). In other words, it reflects 
'the plurality of rival possibles’ [ibid, p 37). 
A person choosing among different courses 
of action can, therefore, be seen “to be mak¬ 
ing history, on however small a seal e" [ibid, 
p 28, emphasis ours). 

The Post-Keynesian emphasis on choice 
as an originating force and the creativeness 
of the human mind, lead them to concep¬ 
tualise the market economy as an open- 
ended evolving process in which time plays 
a vital role. The market economy, then, is 
a kaleidoscopic society, a society in which 
soonet or later unexpected change is bound 
to upset existing patterns, a society “in¬ 
terspersing its moments or intervals of order, 
assurance and beauty with sudden dis¬ 
integration and a cascade into a new pat¬ 
tern" [Shackle 1972, p 76). 

If change and development are an integral 
part of the market economy and if there is 
no single goal towards which the market 
economy is moving towards, then it is clear 
that it is not possible to judge the market 
system by some objective standard as the 
Neoclassical do (such as the ‘efficiency of 
resource allocation’ or ‘pareto optimality’). 
As Buchanan and Vanberg argue, “the 
market economy, as an aggregation, neither 


maximises nor minimises anything. It simply 
allows participants to pursue that which they 
value, subject to the preferences and en¬ 
dowments of others, and within the con¬ 
straints of general ‘rules of the game* that 
allow, and provide incentives for, individuals 
to try out new ways of doing things. There 
is simply no 'external', independently defined 
objective against which the results of market 
processes can be evaluated'. [Buchanan and 
Vanberg 1991, p 181, emphasis ours). 

We find that, in the Post-Keynesian con¬ 
ceptualisation of the market process, one can 
obtain reasons why ‘the market* can be con¬ 
sidered to be superior to ‘the plan’ in a way 
that is significantly different from the 
Neoclassical’ argument for ‘free markets’. 
Consider a group of potential traders who 
confront a well-defined and pre-existing set 
of commodities—to the traders, the decision 
is to choose which commodity (or com¬ 
modities) to produce and trade and which 
commodity to simply buy from others. 
Equilibrium is reached once the goods have 
been so allocated that no participant seeks 
out further trade. In such a case, resources 
can then taken to be allocated to their 
highest valued uses. To the Neoclassicist, ‘the 
plan' is a distinctly inferior mechanism by 
which to attain such an idealised state of af¬ 
fairs as compared to ‘the market’.- For the 
central planner who has to decide about 
resource use, there is no private incentive that 
would make him allocate resources in such 
a way so as to obtain the desired result. It 
is the distorted incentive structure of the 
planning process that, to the Neoclassicist, 
indicates the superiority of ’the market' as 
a means of obiaining 'allocative efficiency'. 
However, it is clear that, in the Neoclassical 
setting, there is no logical necessity why the 
market’ is superior to the plan’. For it is con¬ 
ceivable that the idealised solution can be 
replicated by a benevolent planner who 
“matches the objective function precisely 
with whatever it is that individuals desire" 
[Buchanan and Vanberg 1991, p 184] 

Now consider the Post-Keynesian concep¬ 
tualisation of the above situation who would 
argue on the impossibility of such an idealis¬ 
ed state of affairs (as characterised by the 
Neoclassicats). As long as we allow for the 
imaginative-inventive element in choice on 
the part of the traders, the production- 
exchange process can never work itself to 
such an equilibrium (where all potential gains 
from trade are exhausted). Each movement 
to such an equilibrium will bring about the 
possibility (in the traders' minds) of new 
goods being created that can have potential 
exchange value and the imaginations of new 
trading prospects. There is. then, no cessa¬ 
tion of the production-exc)tange process and 
hence, no solution that the planner... can¬ 
not create that which is not there and can 
hope to replicate. Once we allow for the 
creativity of human choice and the open- 
endedness of the market process, we realise 
that the planned society can never hope to 
emulate the creative spontaneity of the 
market economy and its remarkable ability 
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lo exploit man’s imaginative potential. As 
Buchanan and Van berg put it, “the planner 
...cannot create that which is not there and 
will not be there save through the exercise 
of the creative choices of individuals, who 
themselves have no idea in advance concer¬ 
ning the ideas that their own imaginations 
will yield" [ibid, p 184], 

The Post-Keynesian emphasis- on the 
spontaneity and creativity involved in human 
choice and in particular, the entrepreneur's 
decision to invest, find a reflection in 
Keynes's own writings. As Keynes argues, 
"businessmen play a mixed game of chance 
and skill, the average results of which to the 
players are not known to those who take a 
hand. If human nature felt no temptation 
to take a chance, no satisfaction (profit 
apart) in constructing a factory, a railway, 
a mine or a firm, there might not be much 
investment as a result of cold calculation" 
IKeynes 1964, p ISO]. Thus, he says, "a large 
proportion (of the market economy’s) posi¬ 
tive activities depend on spontane6us op¬ 
timism rather than a mathematical expec¬ 
tation" [Keynes 1964, p 161]. 

Yet there is no necessity for the ‘spon¬ 
taneous optimism’ of the entrepreneur to be 
justified by later events. Given the inherent 
unpredictability of the future, the entre¬ 
preneur's expectations are always liable to 
the possibility of disappointment. The Post- 
Keynesians make a distinction between two 
types of entrepreneurs’ expectations. The 
first type is concerned with the price the pro¬ 
ducer expects for his ‘finished’ output at the 
time he commits himself to starting the pro¬ 
cess which will produce it—these are called 
short-term expectations. The second type is 
concerned with what the entrepreneur can 
hope to earn in the shape of future returns 
from his investment if he adds to his capital 
stock by purchasing new plant and equip¬ 
ment—these are called long-term expecta¬ 
tions. Since long-term expectations are 
critical in the investor's decision to invest (i e, 
to purchase new capital goods), they play a 
crucial role in determining the future path 
of output in the economy. Yet the existence 
of uncertainty implies that the knowledge 
on which the businessman derives his esti¬ 
mates of prospective yields of a capital good 
is based on extremely flimsy foundations. 

It is almost impossible to say, for example, 
what will be the return on investment in a 
textile factory five or ten years from now. 
Since long-term expectations are simply the 
entrepreneur’s imaginations (conjectures) of 
the future and the confidence with which 
one is making these conjectures, it is clear, 
then, that such expectations will be prone 
to sudden and violent changes. New fears, 
new hopes of t^e entrepreneur makes 
existing valuations of capital assets redun¬ 
dant and calls for a substantial revision of 
long-term expectations. This volatility in the 
investor’s expectations leads to volatility in 
his decision to invest and makes the market 
economy inherently unstable. 

The instability in output and employment 
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in ji market economy provides a clear role 
for the government to play in such an 
economy. The government now does not at¬ 
tempt to ‘crowd out’ the entrepreneur in his 
role as producer or constrain the creativity, 
of his choices by artificial controls and 
regulations. Instead, it acts to cushion out 
the downswings in the state of confidence 
that is a part and parcel of the market 
' economy by appropriate monetary and fiscal 
actions (decreas ing the rate of interest and 
increasing fiscal spending, for example). 
Also, by the confidence that it imparts to 
the system by its mere presence and its 
assurance of support in a time of crisis (such 
as a crash in the stock market), (he govern¬ 
ment injects some stability into the other¬ 
wise volatile expectations of the entre¬ 
preneur. Therefore, the increasing ‘marketi- 
sation' of the Indian economy that will 
follow the recent policy reforms and the 
possible increase in the instability of ag¬ 
gregate investment in the economy makes it 
imperative for the Indian government not to 
retreat from the economy in toto. In fact, 
it now has to play a much more significant 
(and one should say, perhaps more difficult) 
role as it forsakes its old crude instruments 
of control and finds more subtle methods 
to intervene in the market process in order 
to bring about stability in the state of con¬ 
fidence and consequently, in the volume of 
output and employment. As Keynes con¬ 
cludes in The General Theory, “it is not the 
ownership of the instruments pf production 
which is important for the state to assume. 
If the stale is able to determine the aggregate 
amount of resources devoted to augmenting 
the instruments (the level of aggregate de¬ 
mand) and the basic rate of reward to those 
who own them (the rate of interest), it will 
have accomplished all that is necessary" 
[Keynes 1964, p 378, insertion in brackets 
ours]. 8 

The Post-Keynesian conceptualise" ol 
the role the government should play in 
the economy differs radically from the Neo¬ 
classical case for government intervention. 
To the Neoclassical*, government inter¬ 
vention is beneficial if and only if.there are 
market failures of some kind [Srinivasan, 
(April 1992) gives examples of market 
failures as externalities and the existence of 
public goods] or if the distribution of in¬ 
come and wealth is considered to be socially 
unacceptable. Clearly, the Neoclassical see 
a market failure as being more of a localis¬ 
ed problem and not true of the economy as 
a whole. Moreover, they do not see market 
failures as being a recurrent feature of the 
free enterprise economy—their occurrence 
depending on conditions which may or may 
not be fulfilled. Yet, to the Post-Keynesians, 
market failures (by which they mean a col¬ 
lapse of aggregate investment and output) 
are endemic to the market economy—there 
is no way (hat a free enterprise system left 
to itself can experience sustained and 
uninterrupted growth. The government must 
play an active role in the market process for 


the economy to prosper. In this sense, the 
Post-Keynesians and the Marxians share a 
common view of the necessity for state in¬ 
tervention in a fundamentally flawed free- 
enterprise system. However, the role that the’ 
Post-Keynesians envisage for the government 
is quite different from the Marxian view. 
While the Marxians advocate state owner¬ 
ship of the means of production and govern¬ 
ment regulation of industry, the Post- 
Keynesians argue that such forms of state 
intervention are tantamount to “throwing 
the baby out with the bathwater”. The 
creative potential that is inherent in a market 
economy will be stifled by a system of 
bureaucratic controls and centralised plan¬ 
ning. Much more beneficial would be a state 
that docs not intervene directly in the pro¬ 
duction process but acts to keep the produc¬ 
tion process going by keeping buoyant the 
state of confidence. 

VI 

The Modern Austrian and Post-Keynesian 
frameworks conceptualise the market 
economy as one that unfolds over real time 
Such a conceptualisation enables these two 
frameworks to provide a different under¬ 
standing of the market process than of the 
Neoclassical and the Marxians. The critical 
insights of the Modern Austrians about the 
market process are the importance of com¬ 
petition as a discovery procedure and the 
role of the price system in achieving ‘the 
economising of knowledge 1 in the face of the 
inherent unpredictability and indcterminancy 
of human knowledge. The Post-Keynesians, 
on the other hand, stress the creativity that 
the market process allows its participants. 
The Modern Austrians and the Post- 
Keynesians, therefore provide a fresh 
perspective in the current debate on the 
economic policy reforms. 

The Post-Keynesians differ with the 
V _4ern Austrians, however, by arguing that 
in an economy with an uncertain future 
where production takes lime and entre¬ 
preneurial expectations matter, there is an 
inherent instability in the capitalist system. 
The Post-Keynesians do not share in the 
faith that the Neoclassical and the 
Austrians have in the self-equilibrating 
nature of the market economy nor in the 
Neoclassical and Austrian insistence on a 
state that is minimally involved in the 
economy. The vital insight that the Post- 
Keynesians provide here that has crucial 
relevance for the debate on economic policy 
reforms is the need for a non-obstructionist 
but active iniervention by the government 
in the Indian economy as it moves towards 
more market-friendliness. 1 ' 

INotes 

[We lhank Renu Narula for assisting us in 
preparing the manuscript, and an anonymous 
releree for comments on an earlier version of 
the paper.) 

I We wish to make a distinction here between 
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Mara and the Indian Marxists. Unlike the 
Indian Marxists (or at least, those who 
subscribe to the ‘planning’ view of economic 
policy), Marx very much realised the creative 
potential of capitalism (in spite of all its con¬ 
tradictions). In Volume I of Capital, he pro¬ 
vides a detailed analysis of the technological 
dynamism of the capitalist process. 

2 An example of Newtonian (logical) lime is 
that of a dock whose hands ’move 1 and come 
back to their original position every twelve 
hours. Here, each moment of time is iden¬ 
tical to the other—time can elapse without 
change occurring. Only by employing an 
observer who notes the rotation of the hands 
of the clock, can we ‘learn’ about the passage 
of time. An example of Real (historical) time, 
on the other hand, is that of a drop of ink 
put into a glass of water. As the ink spreads 
in the liquid, n takes on a whole variety of 
forms. It is the succession of these forms and 
the irreverstbilty of (he changes occurring in 
the system which tells us that time has 
elapsed. 

3 Recent developments in Neoclassical 
economics admit of the possibility of multi¬ 
ple equilibria, and therefore, the possibility 
of more than one path of evolution for the 
economy. Yet in such cases, the actual choice 
of the economy's path ol evolution depends 
on (i) initial conditions (that is, there is a 
determinate link between the future and the 
past); or (ii) exogenously given (and exter¬ 
nally formed) 'expectations' of economic 
agents (that is, (here is no role for creativity 
on the part of economic agents). 

4 it is interesting to note that the ideas of the 
Modern Austrians and Post-Keynesians on 
time and uncertainty and the open-endedness 
of the future find a parallel in recent ad¬ 
vances in modem theoretical physics and 
chemistry on the behaviour of non-linear 
systems. In (he last decade, there has been 
a shift in the perspective of the physical 
sciences from the determinism of conven¬ 
tional physics (from which Neoclassical 
economics draws much of its inspiration) to 
.the open-ended, creative and non-determined 
nature of evolutionary processes (on this, see 
Priroginc and Stengers, 1984). 

5 The Modern Industrial Organisation 
literature which views competition as a 
dynamic rivalrous process using methods o( 
game theory docs talk about processes, but 
these processes are clearly closed-ended, in 
the sense that, a list of possible outcomes is 
specified in advance. This process is obvious¬ 
ly not a discovery procedure which Modern 
Austrians refer to. 

6 In a democracy, where the powers of the 
government are almost unlimited, the govern¬ 
ment would be forced, in order to secure the 
continued support of a majority, to use its 
powers in the service of special interests (e g, 
particular trades or the inhabitants of a par¬ 
ticular region). Even when the majority of 
the population is in favour of a market 
economy, many groups would lobby for pro¬ 
tection from the potential dangers to their 
income streams which the competitive pro¬ 
cess might pose. In older to buy support of 
some groups the government would intervene 
and forestall the competitive process. The 
Austrians view all government miervention 


in markets to be of such a nature, except in 
the case of genuine market failures (such as 
in the case of some public goods, e g, pro¬ 
tection against violence or relief in case of 
natural disasters) and thus argue for the cur¬ 
tailment of the powers of the government. 

7 It should be pointed out here that the Post- 
Keynesian interpretation of Keynes differs 
substantially from the Neoclassical inter¬ 
pretation of Keynes (of the ISLM variety). 
For a discussion on how ISLM macro¬ 
economics distorts the ‘Economics of 
Keynes’, see J R Hicks, Economic Perspec¬ 
tives (Oxford University Press, 1977). 

8 One should be careful not to overstate the 
efficacy of activist macroeconomic policy in 
a market economy. The intrinsic property of 
expectations is their fragility—the state of 
confidence is always open to the possibility 
of collapse for no apparent reason. 

9 This assumes that the government is truly 
’non-partisan’ and does not fall prey to the 
pressures of powerful and well-organised in¬ 
terest groups. 
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Colonial Foundations of Western 
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Capitalism 


This essay attempts to explore the socio-economic impact of colonialism on western societies. The first part 
of the paper deals with the impact of colonialism on the transition from feudalism to capitalism in western Europe 
from the sixteenth tb the eighteenth century. The essay goes on to address the impact on capital accumulation 
and capitalist development. 


Introduction 

MUCH has been written, by dependency 
theorists add others, on how European col¬ 
onialism underdeveloped the third world. 
Dependency theory has demonstrated the 
devastating impact colonialism had on each 
colony. But the impact that colonialism had 
on the development of the colonial countries 
has remained relatively unresearched. 
Although dependistas have stated that the 
underdevelopment of the ‘periphery’ fuels 
the development of the ‘core’, they have by 
and large focused exclusively on the under¬ 
development of the 'periphery’ 

This has resulted in a peculiar situation. 
Whereas it has become—justifiably— 
virtually impossible to study the economic 
history of third world countries without 
taking into consideration the impact of col¬ 
onialism on these countries, social scien¬ 
tists—including Marxists—have written 
volumes on the history of Europe with bare¬ 
ly a mention of the impact on these coun¬ 
tries of colonialism. The massive distortions 
generated by such research on the ‘core’ 
should be intuitively obvious if one considers 
that any country that.underdeveloped and 
qualitatively effected the development of 
dozens of its colonies could not but have 
benefited enormously and qualitatively from 
this colonialism. 

The scenario is akin to that of a thief who 
robs and thereby makes paupers of dozens 
of people. In order to understand either the 
wealth of the thief or the lack of wealth of 
his victims, one would have to take into con¬ 
sideration the relationship between the two 
parties. 

Researchers studying Europe, including 
Marxists, have tended to study the wealth 
of the thief without considering his history 
of thefts—as though the thief generated .all, 
or almost all, of his income through hard 
work, and his thievery was significant only 
in that it pauperised his victims, but did little 
to qualitatively effect his well-being. 

This paper attempts to explore socio- 
eeonc-r-L imprn of colonialism on ‘western 
societies’. The Tint part of the paper deals 
with the impact of colonialism on the tran¬ 
sition from feudalism to capitalism in 
western Europe from the 16th century to the 
18th century. This is done partly by engag¬ 
ing the Dobb/Sweezy debate and Brenner’s 
critique of Sweezy. The second part of the 
paper addresses the impact of colonialism 
on capital accumulation and capitalist 
development hi western Europe. 

In the course of the paper 1 argue that col¬ 


onialism had a major role to play in the 
transformation from feudalism to capitalism 
in western Europe and accelerated tremen¬ 
dously the process of capital accumulation 
and of capitalist development in western 
Europe The colonies provided capital ac¬ 
quired through plunder, cheap raw materials 
and markets for west European capitalism. 
It is colonialism that played the leading role 
in transforming the ‘western capitalist' 
economies of yesterday into the ‘advanced 
capitalist’ countries of today. The vast 
material base amassed through colonialism 
fundamentally altered the nature of class 
struggle and of state formation in western 
Europe. The economies of the so-called ‘ad¬ 
vanced capitalist countries' of today have 
their basis in colonialism and imperialism, 
and are therefore not ‘advanced’ forms of 
capitalism attainable through a process of 
introverted capitalist development. 

1 

Impact of Colonialism on the 

Transition from Feudalism to 
Capitalism 

The Dobb/Sweezy Debate 

At the crux of the Dobb/Sweezy debate 
on the transition from feudalism to capita¬ 
lism is a fundamental question. Marx 
theorised in Contributions to the Critique 
of Political Economy, that at a certain 'tage 
in the development of a mode of production, 
the relations of production fettfcr the forcea 
of production thereby leading to a revolu¬ 
tionary transformation of the mode of pro¬ 
duction. Dobb sees the transition from 
feudalism to capitalism as having followed 
•his path. He posits that the relation of pro¬ 
duction in this case was the oppressive and 
coercive relationship between the lords and 
the serfs. The increased demand for revenue 
by the lords and nobles put pressure on the 
forces of production to increase productivity. 
This resulted in the overexploitation of the 
serfs to an unendurable extent and thereby 
the flight of serfs from the manors. The op¬ 
pressive relationship between lord and serf 
and the flight of the serfs were the fetters 
on the forces of production which had to ex¬ 
pand and become more efficient If the de¬ 
mand for greater revenue was to be met. This 
situation resulted in the transformation of 
the feudal mode of production because it 
was incapable of meeting the new demands. 

However, Marx also spoke of the transfor- 
matory character of colonial trade in the 
colonies—trade would result in the trans¬ 


formation of precapitalisi modes of produc¬ 
tion into a capitalist mode of production. 
Sweezy sees the demise of feudalism in this 
light, and suggests that trade resulted in the 
lords’ increased demand for revenue, the 
superexploilation of (he serfs, the flight of 
the serfs, and consequently the downfall of 
feudalism in western Europe. 

Sweezy sees trade as being ‘external’ to 
feudalism because ‘the crucial feature of 
feudalism... is that it is a system of pro¬ 
duction for use’ [Hilton, 1984, p 35) (em¬ 
phasis added). Dobb points out (Brenner 
reiterates this in his critique of Neo-Smithian 
Marxism) and Sweezy agrees that the rise of 
trade does not automatically result in the 
demise, of serfdom [Hilton, 1984, p 44). 
Sweezy goes on to say, however, that, “the 
fact that the advance of exchange economy 
actually went hand in hand with the decline 
of feudalism is something which has to be 
explained; it cannot be simply taken for 
granted” [Hilton, 1984). 

It is. unnecessary to argue, as Sweezy does, 
that trade is external to the feudal mode of 
production. Whether one views trade as ex¬ 
ternal or internal to the feudal mode of pro¬ 
duction, Sweezy’s point is simply that the 
rise of trade resulted in the surfacing of con¬ 
tradictions within the feudal mode of pro¬ 
duction, ultimately leading to the latter’s 
demise. In this context, the argument of 
Dobb and Brenner that ‘circulalionists’ such 
as Sweezy, Frank and WaJlerstein do not take 
into consideration class struggle and the in¬ 
ternal contradictions of feudalism is true 
only because the latter characterise trade as 
occurring outside the feudal system. After 
all, Sweezy does point out that trade resulted 
in the gentry’s desire for additional surplus 
while at the same time attracting some serfs 
to the towns. Whereas the desire to extract 
greater surplus caused the lords to increase 
the exploitation of serfs, the movement of 
some serfs to the towns resulted in a scarcity 
of serfs in the manor, thereby giving them 
greater capacity to demand concessions 
directed towards greater freedom and money 
rents instead of feudal dues. This is a state¬ 
ment on class struggle under feudalism, 
although Sweezy does not phrase it as such. 

If Sweezy insists on characterising trade 
as being external to feudalism—i e, trade 
being an element of capitalism—then he 
must show that trade originated as a result 
of dements of capitalism within the feudal 
mode of production. If, however, one views 
feudal trade as an integral part of feudalism, 
then the argument can be made that the 
forces of production under feudalism began 
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to become geared towards trade. It was 
precisely the development of these forces of 
production that were fettered by feudal pro¬ 
duction relations. As a result class struggle 
intensified under feudalism. 

Impact ok Colonialism 

Sweezy, in addressing the issue of trade, 
systematically ignores foreign trade. Others 
such as Wallerstein and Hobsbawm address 
the impact of European trade with Spanish 
and Portuguese colonies on the transition 
from feudalism to capitalism m Europe. 

It should be pointed out heic that ‘trade’ 
symbolises an exchange. ‘Hade’ loses its 
meaning when it is used to designate both 
the violent extraction and exportation—by 
means of pillage and thievery- resources 
from the colonies, and the exchange of this 
bullion for goods within Europe. The best 
example of this is the transfer of bullion 
from the Spanish Americas into Europe. 
Much of this bullion was simply stolen from 
the colonies, not traded' The quest for gold 
resulted in the genocide o! native American 
populations (in Mexico the population fell 
from 23 million to 1 5 million - a reduction 
of 94 per cent!) 

In the 13th and 14th centuries commerce, 
banking and finance svere prevalent in Italy, 
later spreading to Holland and England. The 
first half of the 15th century biought with 
it the invention of the printing press, and ad¬ 
vances in metallurgy and relatively new 
technologies. Guns and cannons began to 
be produced. The age of ‘great discoveries' 
had begun: "In 1487 Bartholomeu Diaz 
rounded the Cape of Good Hope; in 1492 
Colombus ‘discovered’ America; in 1498 
Vasco da Gama, having skirted Africa, ar¬ 
rived in India. A great hunt after wealth, 
trade and pillage began’’ |Bcaud, 1983, p 18). 

Spain and Portugal became the foremost 
colonial powers. Despite their massive col¬ 
onial empires, Spam and Portugal were 
economic dependencies of western Europe 
from the 14th century until the 19th century. 
Through outright pillage, minder jrid trade, 
Spain and Portugal imported vast quantities 
of bullion from the Americas “According 
to official figures, 18,000 tons of silver and 
200 ions of gold were transferred from 
America to Spam between 1521 and 1660; 
according to other estimates double this 
amount I” (Beaud, 1983, p 19] (emphasis 
added). 

Anderson estimates that in the first half 
of the 16th century, Spanish merchants had 
to trade with American entrepreneurs for 
60-70 per cent of the bullion brought into 
Spain This trade had enormous inflationary 
effects on the domestic Spanish economy 
partly because the trade was highly unequal 
in that prices of Spanish exports were in¬ 
flated before being exchanged for American 
bullion. In addition, the massive quantity 
of bullion flowing into Spam also prompted 
inflation in that country as demand for 
goods exceeded supply. As a result Spanish 
agriculture was shifted away 'from cereal 


production, to wine and olives’ [Andersoi], 
1986, p 72]. “But the ultimate damage caus¬ 
ed by the colonial nexus was not limited to 
agriculture, the dominant branch of produc¬ 
tion at the time. For the influx of bullion 
from the New World also produced a para¬ 
sitism that increasingly’sapped and halted 
domestic manufactures. Accelerated infla¬ 
tion drove up the costs of production of the 
textile industry, whigh operated within very 
rigid technical limits, to a point where 
Castilian cloths were eventually being pric¬ 
ed out of both colonial and metropolitan 
markets. Dutch and English interlopers 
started to cream off the American demand, 
while cheaper foreign wares invaded Castile 
itself... The cry now went up; Spain has 
become the Americas of Europe, a colonial 
dumping-ground for foreign. goods” 
[Andeison, 1982, p 73). 

From 1500 to 1700, Spain and Portugal 
were conduits for the transfer of much of 
the bullion into England, Holland, Italy and 
France. Spain had enormous trade deficits 
with its European counterparts. Spain 
resolved these deficits with payments in 
bullion. England and Holland met most of 
the demand for imports of not only Spain, 
but also of Spanish colonies through Spain 
from about 1500 [Stein and Stein, 1970, p 6]. 
Much of this bullion was used in England 
and Holland for luxury imports and for 
military expenditures and ship-building. The 
export of finished commodities to Spain and 
the Americas spurred the growth of industry 
in England. Raw wool was imported from 
Spain and finished products were exported 
to Spain and the Americas. This trade with 
Spain and its colonies also created inflation 
in much of western Europe. “In Western 
Europe the average price of wheat, which 
had risen very little between the beginning 
and the middle of the century, quadrupled 
between the middle and end of the cen¬ 
tury . ii has been estimated that money 
wages went down by 50 per cent during the 
century. Popular discontent 
worsened and revolts of the floor broke out” 
[Beaud, 1983, p 19]. 

A rigorous study of the impact of this 
bullion flow into Europe on the transition 
from feudalism to capitalism is crucial in 
order to fully understand this transforma¬ 
tion. Beaud [1983], and Stein and Stein 
[1970] suggest that this inflow of bullion 
contributed substantially to primitive ac¬ 
cumulation in western Europe: 

With the How of precious metals from 
America and the development of production, 
commerce improved in Europe; with forced 
labour m America (particularly in the pro¬ 
duction of sugar) and the lowering of real 
wages linked to European inflation, an ad¬ 
ditional surplus was released; with the debut 
of enclosures in England, a labour force of 
vagabonds and defenceless beggars was set 
loose. The merchant and banking bourgeoisie 
gathered strength. After Venice and Florence, 
Antwerp, London, Lyon, and F*ris deve¬ 
loped, with populations surpassing 30,000 
even 1,00,000 [Beaud. 1983, p 21], 


Of the Western European nations emcfgtatg 
from the late medieval times between 1300 
and 1700, England had undergone the most 
radical transformation in economic and 
political structures. In two hundred yean its 
population had grown from 4 to 3.8 millions, 
attributable in pan to an agricultural revolu¬ 
tion based upon new food and forage crops, 
new techniques and significant changes in 
land tenures. While a powerful aristocracy 
with large landed estates still existed there, 
that aristocracy had few inhibitions about 
joining forces with aggressive enterprising 
merchants, miners, and shipowners. From the 
16th century on, gentry and merchants had 
jointly invested in corporate pverseas enter¬ 
prise, and London as both administrative and 
commercial centre had facilitated this in¬ 
terpenetration [Stein and Stein, 1970, p 3). 
However, neither of the authors provide 
a detailed account of how this impacted on 
the transition from feudalism to capitalism. 

Even Sweezy, in studying the impact of 
trade on feudalism, fails to take into con¬ 
sideration the inflow of bullion, it would ap¬ 
pear that the impact of this builion-induced- 
trade on feudalism strongly supports his 
arguments. It would seem that this trade 
created an environment for the dissolution 
of feudalism by: 

—encouraging greater surplus extraction by 
the lords; 

—providing an incentive for serfs to migrate 
to towns; 

—capital accumulation that could be used 
to improve agricultural and production 
techniques; 

-creating inflation in foodgrains and 
thereby creating a market for greater food 
production through more advanced agri¬ 
culture. 

As Stein and Stein point out, the 
aristocracy and gentry in England were not 
averse to investing in merchant capital, in 
colonial ventures and in mining. 

Furthermore, the inflow of bullion streng¬ 
thened the absolutist state immensely by fill¬ 
ing its treasuries. This was done through 
state-sponsored colonial ventures, through 
taxes on bullion transactions, and later by 
prohibiting bullion exports. The bullion 
flowing to the European absolutist states was 
used for military purposes, for expanding 
territories, and for further investment in col¬ 
onial and mercantile ventures all of which 
resulted in the strengthening of the state. 
Anderson, in Lineages of the Absolutist 
State, barely mentions the impact of this 
bullion on the dynamics of European states. 

Hobsbawm suggests that the expansion of 
European trade in the 13th and 16th cen¬ 
turies occurred under feudalism. The expan¬ 
sion was therefore constrained by feudal 
relations of production. These constraints 
coupled with the fact that bullion from the 
American colonies began to run out during 
the 17th century were primarily responsible 
for the crisis of 17th century feudalism in 
much of Europe. Furthermore, consumers 
in the colonies were not much interested in 
European goods. In fact countries such as 
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India were, in the 17th century, exporting— 
via the East India Company-^calicoes’ (cot¬ 
ton fabrics). Cotton production was non¬ 
existent in Europe at this time. “Ibward the 
end of the seventeenth century exploitation 
of the colonial world became increasingly 
difficult. As long as colonial demand re¬ 
mained within predictable limits, as long as 
no new areas of colonial export developed, 
as long as Spain's European suppliers re¬ 
mained content to exploit the colonies 
through Spain, or as long as direct contra¬ 
band activities from the island in the Carib¬ 
bean did not become excessive, the Spanish 
colonial system of exchanging maximum 
mine output for minimal luxury exports and 
discouraging agricultural and ranching ex¬ 
ports had reasonable possibilities of sur¬ 
vival" [Stein and Stein, 1970, p 52]. 

During the 17th century, fairly rapid in¬ 
dustrialisation took place in England. At the 
same time England was acquiring footholds 
in Africa, Asia, America and the Caribbean. 
England was setting the stage for its in¬ 
dustrial revolution. 

Even Brenner, who argues the transforma¬ 
tion of England’s economy from feudalism 
to capitalism as rooted in its agrarian class 
structure must finally concede that "quite 
possibly, the spectacular rise of English cloth 
production for export from the later 15th 
century... was what set off the overall pro¬ 
cess of Englishreconomic development in the 
early modern period” [Aston and Philpin, 
1985, p 324, also Brenner, 1977] (emphasis 
added). Brenner, however, goes on to qualify 
this. “Nevertheless, it is crucial to emphasise 
that the English cloth export industry, like 
its continental counterparts, was characteris¬ 
ed by its continuity with and similarity to 
the great medieval cloth industries of 
Flanders and northern Italy: it responded to 
the same feudal-dynamics, was subject to the 
same feudally based limitations, and could 
not therefore provide the foundations for 
continuing growth... like its predecessors 
of the medieval period, the growth of the 
English cloth industry for export was strictly 
limited by the restricted size of the European 
market, ultimately bounded by the system’s 
inability to transform agricultural produc¬ 
tion" (Brenner, 1977], 

Brenner misses a crucial point here The 
similarity between Italian cloth industry of 
the medieval period and the English cloth 
industry of the 15th century onwards is only 
superficial. Whereas the former was based 
on some semblance of equitable trade, the 
latter was based on highly unequal exchange 
firmly grounded in the bullion plundered 
from the American colonies. As was pointed 
out earlier, the inflationary effect on Euro¬ 
pean economies caused by this bullion in¬ 
flow resulted in the channelling of bullion 
into England, the primary site of export pro¬ 
duction. A further distinction between the 
two forms of trade is that bullion is non- 
perishable and increases in value over time. 
Bullion was therefore a highly efficient 
form of capital accumulation and also a 


crucial incentive to transform production 
techniques. 

In his article, ‘The Origins of Capitalist 
Development: A Critique of Neo-Smithian 
Marxism’, Brenner argues that Sweezy’s and 
Wallerstein's schema of trade resulting in the 
transformation of feudalism is erroneous 
because such a position implies that trade 
results in capitalist development which in 
turn results in capital class formation. As 
an alternative, Brenner suggests that it was 
capitalist class formation which occurred 
first and was followed by capitalist develop¬ 
ment. For Brenner, trade was not an impor¬ 
tant factor in the transition to capitalism. 
Foreign trade under capitalism was merely 
evidence of the increased productivity of 
capitalist development, i e, of capitalist 
development on an extended scale. Brenner 
argues that trade resulted in the strengthen¬ 
ing of serf relations because it compelled the 
gentry to increase surplus extraction. “Given 
the inherently forceful nature of the system 
of surplus extraction—the relationship bet¬ 
ween lord and serf—the method of ‘squeezing’ 
must have generally appeared to be the 
logical, perhaps the only feasible path!’ If 
trade resulted in such a strengthening of 
feudal class relation, then how can trade be 
a causal factor in (he transformation of 
feudalism, asks Brenner. Furthermore, when 
trade has existed (or all of European history, 
then why does trade become a transfor- 
matory force in the instance of European 
feudalism? 

In addressing Brenner's critique, several 
issues must be considered. Sweezy’s schema 
of trade resulting in capitalist development 
and consequently in the formation of 
capitalist class relations is faulty for two 
reasons. First, as was pointed out earlier in 
this paper, bullion inflow from the Americas 
was more plunder than it was ‘trade’. The 
effects of this bullion inflow have already 
been discussed. Second, the argument 
should not be that trade resulted in capitalist 
development, but rather that trade resulted 
in the intensification of the contradictions 
inherent in the feudal mode of production, 
i c, its inability to increase relative surplus 
value, and its inherently coercive relations 
of production. 

This brings us to Brenner’s argument that 
trade should result in the ’squeezing’ of the 
serfs and not in the adoption of more pro¬ 
ductive agricultural techniques. IWo points 
should be made in this context. Firstly, the 
trade in bullion resulted precisely in the in¬ 
tensification of coercion of the serfs by the 
lords. For Brenner, this is evidence of the 
strengthening of feudal relations. However, 
there is another interpretation of this. The 
increase of coercion in an inherently coer¬ 
cive system is indication not of the strength 
of the system but rather of a crisis in the 
system. Furthermore, coercion has a physical 
limit in that after a point, increased coercion 
results in death; coercion also has a social 
limit in that after a point, fiirther coercion 
will result in revolts by the oppressed. It is 


precisely this increase of coercion that caus¬ 
ed the peasantry to revolt over and over 
again in the 16th and 17th centuries. As 
Sweezy points out, the growth of towns as 
the centres of trade allowed some peasantry 
to migrate to the towns, thereby increasing 
the bargaining power of serfs in the coun¬ 
tryside It should also be reiterated that the 
lords were not averse to investing in mer¬ 
chant capital. 

Thus a situation existed where the bullion 
flowing into England had an inflationary ef¬ 
fect on the agrarian economy. This infla¬ 
tionary effect coupled with the lords’ desire 
to increase surplus extraction for luxury con¬ 
sumption and for investment in merchant 
capital, and the growth of towns which of¬ 
fered a portion of the peasantry an exit from 
the coercion of the lords, resulted in the in¬ 
tensification of the contradictions of feudal 
relations and consequently in feudal class 
struggle. These contradictions in conjunc¬ 
tion with bullion induced primitive accuw- 
lation and a growing European market for 
food, luxury products, clothing, etc, resulted 
in the transformation of feudal class rela¬ 
tions. On the one hand, there was an increas¬ 
ed availability of ‘free labour’, and on the 
other hand the primitive accumulation of 
capital. The formation ot capitalist classes 
coupled with the continuing accumulation 
of capital via plunder from (he colonies set 
the stage for capital accumulation. Thus, in 
a word, colonial exploits provided the basis 
for the destruction of feudal class relations 
and consequently of capitalist class forma¬ 
tion and finally of capitalist development 

A fundamental necessity for the creation 
of capitalist class relations is the presence 
of a market. This is not the same as saying 
that the existence of markets create capitalist 
class relations. As Hobsbawm points out in 
Germany between 1450 and 1520, industrial 
technology, labour, and capital were all 
available; yet no industrial revolution occur¬ 
red. Why? Precisely because there was no 
market for industrial goods. 

II 

Impact of Colonialism on 
Capitalist Development 

Numerous students of imperialism have 
argued that colonialism had a very power¬ 
ful impact on the capitalist development of 
the ‘core 1 and underdevelopment of the 
‘periphery’ [Baran, Frank, Sweezy, Waller- 
stein, etc]. Whereas the dependency theorists 
have focused on the underdevelopment of 
the periphery, little systematic research exists 
on the impact of colonialism on capitalist 
development in the core. Before studying the 
impact of colonialism on the dynamics of 
capitalism in the core countries, it is useful 
to study Brenner's critique of dependency 
and world system theory. 

Brenner’S Critique 

In addition to critiquing Sweezy’s concep¬ 
tion of the transition from feudalism to 
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capitalism, Brenner also criticises Frank and 
\taileretein Tor misunderstanding the process 
of capitalist development. At (he heart of 
Brenner's critique is one crucial point: that 
capitalism is fundamentally based on the ex¬ 
traction of relative surplus value, not ab¬ 
solute surplus value. 

For capitalism differs from all pre-capitalist 
modes of production in its systematic tenden¬ 
cy to unprecedented, though neither conti¬ 
nuous nor unlimited, economic develop¬ 
ment—in particular through the expansion 
of what might be called (after Marx's ter¬ 
minology) relative as opposed to absolute 
surplus labour. That is, under capitalism, 
surplus is systematically achieved for the first 
time through increases in labour productivity, 
leading to the cheapening of goods and a 
greater total output from a given labour force 
(with a given working day, intensity of labour 
and real wage). This makes it possible for the 
capitalist class to increase its surplus, without 
neMSsarily having to resort to methods of in¬ 
creasing absolute surplus labour which 
dominated pre-capitalist modes—i e, the ex¬ 
tension of the working day, the intensifica¬ 
tion of work, and the decrease in the stan¬ 
dard of living of the labour force. To be 
specific, a society can achieve increases in 
labour productivity leading to increases in 
relative surplus product labour when it can 
produce a greater mass of use values with the 
same amount of labour as previously... This 
cannot lake place without the qualitative 
changes, innovations in tl.e forces of produc¬ 
tion, which historically required the accumu¬ 
lation of surplus, i e, the “ploughback of 
surplus', into production. The basis, in turn 
for the operation of this mechanism as a 
more or less regular means to bring about 
economic development was a system of pro¬ 
duction organised on the basis of capitalist 
social-productive or class relations... It is 
the fundamental difficulty in Wfellerstetn's 
argument that he can neither confront nor 
explain the fact of a systematic development 
of surplus labour based on growth of pro¬ 
ductivity of labour as a regular and dominant 
feature of capitalism, in essence, his view of 
capitalism is quantitative, revolving around: 
(I) the growth tn size of the system itself 
through expansion; (2) the rearrangement of 
the factors of production through regional 
specialisation to achieve greater efficiency; 
(3) the transfer of surplus.... However 
... neither the expansion of trade leading to 
the incorporation of greater human and 
natural material resources, nor the transfer 
of surplus leading to the build-up of wealth 
in the core, nor the specialisation of labotir 
control systems leading to more effective 
ruling-class surplus extraction can determine 
a process of economic development. This is 
because these cannot determine the rise of 
a system which ‘develops itself spontaneous¬ 
ly’; which can and must continually 'revolu¬ 
tionise out and out the technical process of 
labour and the composition of society' 
[Brenner, 1977] (emphases in original). 

In this lengthy article, Brenner belabours 
the argument that capitalism has as its basis 
the extraction, of relative surplus labour 
through increases in productivity. 


Several questions are immediately raised 
by Brenner's critique and alternate schema: 

(i) where t^oes relative surplus labour come 
from? 

(ii) What are the processes by which surplus 
is realised? 

(iii) Brenner suggests that, capitalism, by the 
increased extraction of relative surplus 
value, has a “tendency to unprece¬ 
dented, though neither continuous nor 
unlimited, economic development". 
What are the factors that cause capita¬ 
list development to be "neither con¬ 
tinuous nor unlimited”? 

(iv) Brenner argues that the tendency of 
capitalism to increase productivity leads 
"to the cheapening of goods and a 
greater total output from a given labour 
force (with a given working day, inten¬ 
sity of labour and real wage)". For 
whom do the goods produced by greater 
productivity become cheaper? Is there 
really a given labour force; or are we 
dealing with two labour forces with dif¬ 
ferent working days, different intensities 
of labour, and different real wages? In 
other words, are we dealing with two 
labour forces with very different levels 
of exploitation? 

Neither Frank, nor Swcezy, nor Waller- 
stein would dispute Brenner's claim that 
capitalism is a mode of production that is 
dependent on the extraction of relative 
surplus value. Brenner sets up a straw man 
and proceeds to tear it down. He seems to 
conjure up an image of a capitalist who, 
when offered plunder from the colonies as 
a source of capital, says indignantly: ‘I can¬ 
not accept that for I am a capitalist and am 
therefore interested only in the extraction of 
relative surplus labour by increasing produc¬ 
tivity through employing machines produced 
solely with English labour!’ 

Where does relative surplus labour come 
from? It comes from increases in productivi¬ 
ty. Where do these increases in productivity 
come from? From the use of machinery 
which increases labour productivity. Where 
do the machines come from? They come 
from capital accumulated through surplus 
extraction which was accomplished by ex¬ 
ploiting labour. This seems to be Brenner’s 
schema of capitalist development: a self- 
sufficient, cyclical process that continues to 
produce and reproduce itself in an expand¬ 
ing scale, although this expansion is “neither 
continuous nor unlimited”. Brenner fails to 
mention how such an expansionist process 
is limited or non-continuous (more on this 
later). 

In studying this schema, it appears that 
Brenner’s argument is a viable one, and can 
in theory, account for capitalist development 
within certain limits. One could conclude, 
as does Brenner, that once capitalist class 
relations had been established, an ever ex¬ 
panding process of capitalist development 
would occur. One immediate question is, 
even assuming that colonialism had no im¬ 


pact whatsoever on the development ot 
capitalism, does such a process explain the 
rate and level of capitalist development that 
occurred in western Europe? I think not. 

Brenner’s arguments are not an adequate 
representation of what occurred historically 
in western Europe. After all, Marx, from 
whose theories Brenner's schema borrows 
heavily, never painted such a glorified pic¬ 
ture of capitalism. It is precisely in such 
introverted capitalist development that Marx 
predicted crises would arise—crises of the 
increasing organic composition of capital 
and the consequent falling rate of profit, and 
the related crisis of over-production, all of 
which would lead to a revolutionary trans¬ 
formation of capitalism. The question of 
capitalist crises will be dealt with later in this 
paper. For now, it is necessary to identify the 
sources of surplus that were crucial to 
capitalist development in western Europe. 

The fundamental problem with Brenner’s 
argument is that, having argued, theoretical¬ 
ly, that capitalism is based on productivity 
increases and the consequent increased ex¬ 
traction of relative surplus labour, he 
systematically fails to consider the question 
of the impacts of plunder, of cheap raw 
materials from the periphery grounded in 
super-exploitation of its labour, and of the 
monopoly-priced markets in the colonies. 

Plunder from the colonies contributed to 
capital accumulation in the core. Cheap raw 
materials and cheap food from the colonies 
were a major source of surplus extraction. 
Cheap raw materials were extracted by pay¬ 
ing extremely low wages to workers in the 
colonies, thereby exploiting them at a rate 
far greater than the rate of exploitation in 
the core, colonial economies. This super¬ 
exploitation of labour in the colonies ulti¬ 
mately manifests itself in higher levels of 
surplus in the core. Another source of in¬ 
creasing surplus was through monopoly 
pricing of goods exported to the colonies by 
western Europe. Not only did the colonial 
powers have virtually unlimited access to raw 
materials in the colonies, but they also had 
monopoly control over colonial markets. 
The massive surplus extracted from the 
colonies was then utilised in increased 
mechanisation and industrialisation thereby 
increasing productivity in the core, and con¬ 
sequently an increased rate of relative 
surplus extraction in the core. 

The point here is that it matters little that 
capitalism is based on relative surplus extrac¬ 
tion; it is not in the least bit averse to ex¬ 
tracting absolute surplus labour, especially 
in the colonies where labour was cheap and, 
from the European capitalist’s point of view, 
dispensable. 

The realisation of surplus is crucial for the 
survival of capitalism. In fact, as was argued 
earlier, the ability to realise surplus is crucial 
to the very origin of capitalism. In other 
words, a market has to exist in order for 
capitalist production and reproduction to oc¬ 
cur. Exploitation occurs only when surplus 
extracted from labour is realised, not simply 
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by the f«a that surplus is extracted. And thfe 
market offers an additional sphere of surplus 
extraction. Surplus value can be increased 
by having control (especially monopoly con¬ 
trol) over the extraction of raw materials (i e, 
cheap raw materials) and having monopoly 
control over markets (charge as much as 
possible). Thus the dual nature of colonia¬ 
lism was that whereas the core economies 
were competitive capitalist economies with 
competitive prices, etc, the economies of the 
colonies were characterised by monopoly 
control over extraction of raw materials, pro¬ 
duction, and their markets. 

Brenner criticises Wallerstein and Frank 
for characterising capitalism as a mode of 
production that constantly seeks to maxi¬ 
mise profits. In contrast, Brenner once again 
argues that capitalism is based on increas¬ 
ed relative surplus extraction; and it is this 
increased relative surplus attraction that 
results in increased profits. Brenner seems 
to have a unidirectional view of the expan¬ 
sion of capitalism, i e, increases in relative 
surplus value cause increases in'profits. 
However, the opposite dynamic is equally, 
perhaps more, important; increases in pro¬ 
fits result in thfe increased adaptation of 
machinery and consequently of productivity 
and therefore increased relative surplus. 

As was mentioned earlier, the realisation 
of surplus is crucial to capitalist develop¬ 
ment. A crucial consequence of increased 
productivity is increased production of 
goods. Therefore, before increasing produc¬ 
tivity and production markets have to be 
found for these goods. Once again we see 
the role of colonialism in providing these 
markets. 

We now come to the questions of the 
limits of capitalist development that Brenner 
mentions in passing, and the question of 
whether there exists a 'given labour force’, 
as Brenner puts it. This involves an analysis 
of the crises of capitalism. 

Ill 

Impact of Colonialism on 
Capitalist Crises 

When Marx studied the political economy 
of capital, he saw, on the one hand the con¬ 
tinued expansion of capital, and on the other 
the continued expansion of an impoverished 
proletariat. 

The law, finally, that always equilibriates the 
relative surplus population, or industrial 
reserve army, to the extent and energy of 
accumulation, this law rivets the labourer 
to capital more firmly than the wedges of 
Vulcan did Prometheus to the rock, it 
establishes an accumulation of misery, 
corresponding with accumulation of capital. 
Accumulation of wealth on one pole is, 
therefore, at the same time accumulation of 
misery, agony and toil slavery, ignorance; 
brutality, mental degradation, at the opposite 
pole, i e, on the side of the class that pro¬ 
duces its own product in the form of capital 
(Marx, CapSt if, Vol I, p 542). 


Marx thus saw capitalism producing a 
highly polarised society, with a wealthy 
bourgeoisie on the one hand, and a growing 
mass of impoverished workers on the other. 
Why would the workers remain impoverish¬ 
ed? Because, along with the expansion of 
capital would occur a growing ‘surplus 
labouring population’ that would provide 
for the continued expansion of the exploited 
labour force; 

But if a surplus labouring population is a 
necessary product of accumulation or of the 
development of wealth on a capitalist basis, 
this surplus-population becomes, conversely, 
the lever of capitalist accumulation, nay, a 
condition of existence of a capitalist mode 
of production. It forms a disposable in¬ 
dustrial reserve army, that belongs to capital 
quite as absolutely as if the latter had bred 
it at its own cost, independently of the limits 
of the actual increase of population, it 
creates, for the changing needs of the self- 
expansion, a mass of human material always 
ready for exploitation. 

Marx evidently felt that real wages would 
not increase above subsistence due to the 
‘reserve army of labour'. Furthermore, Marx 
saw these polarised relations of production 
of capitalism becoming fetters on the forces 
of production, thereby resulting in crises and 
consequently in the revolutionas^kansfor- 
mation of capitalism. Marx’s conception of 
a crisis-ridden, class polarised capitalism 
with high levels of unemployment and 
poverty differs substantially from Brenner’s 
conception of a dynamic, ever-expanding 
capitalism. 

Today we are confronted with two sets of 
countries that have some sort of capitalist 
economies. On the one hand, we have the 
‘underdeveloped’ countries of the third 
world, and on the other, the so-called ‘ad¬ 
vanced capitalist countries’. It is the third 
world with its polarised class structures and 
high levels of poverty that best fits Marx’s 
conceptualisation of capitalism, it is in the 
third world that one finds abundant evidence 
of class struggle and high levels of class con¬ 
sciousness based on the material interests of 
the masses in fundamentally transforming 
this capitalist mode of production. That we 
have not seen more socialist revolutions than 
have occurred is due, primarily, to imperia¬ 
lism and iis support for the bourgeois elite 
in the third world. A further analysis of third 
world capitalism is beyond the scope of this 
paper. 

The ‘advanced capitalist countries’ are not 
characterised by the social formations that 
Marx expected capitalism to generate. Why 
is this? it is very common in today's ’western' 
social science disciplines to find Marxist 
scholars arguing that capitalism has shown 
itself to be a highly resilient and flexible 
system—a system that is able to overcome 
its crisps—a system where workers no longer 
see it in their material interest to move 
towards socialism because the material costs 
of transformation would be too high given 
the enormous material bases of capitalism 


[Przeworski]—that in today's capitalist 
societies, class struggle is no longer the fun¬ 
damental transformatory dynamic; rather 
there are 'new social movements' that have 
come into play in this age of ‘advanced 
capitalism’ [OffeJ—that loday’s capitalism 
is characterised by a dozen or so classes with 
multitudes of ‘contradictory class locations' 
jWright)—that today’s capitalism is post- 
industrial capitalism [Wright]—that 
socialism has failed to deliver and has shown 
itself to be inferior to capitalism. 

Are these scholars correct? Has capitalism 
shown itself to be such a versatile and flexi¬ 
ble mode of production which has overcome 
crises after crises and provided high levels 
of living to the majority of its people? Has 
class struggle become a reformist struggle 
on par with the ‘new social movements'? 

No, I think not. There are many serious 
and dangerous problems with the arguments 
that arrive at the above conclusions. In the 
first place these scholars are students of con¬ 
temporary ‘advanced capitalist societies’ 
(ACS); they restrict the scope of their 
arguments to the ‘advanced capitalist coun¬ 
tries’. This in itself is not problematic What 
is problematic is that these scholars analyse 
‘advanced capitalist societies' as typically 
capitalist countries and then generalise their 
conclusions to include all capitalist societies. 
More specifically, these scholars fail to take 
into consideration the colonial and imperia¬ 
list histories of ‘advanced capitalist coun¬ 
tries’, and implicit in their analyses is the 
assumption that all capitalist modes of pro¬ 
duction are capable of achieving the levels 
of ’development’ of the ‘advanced capitalist 
countries'. These scholars also fail to take 
into account the dynamics of capitalism in 
the third world despite the fact that the ex¬ 
perience of third world capitalism has been 
one of highly polarised class structures 
characterised by the dismal poverty and 
super-exploitation of the masses. 

Having said (his, it should be immediately 
pointed out that there is nothing inherently 
problematic with limiting the scope of one's 
theories. Social science research has been 
substantially enriched by historical studies 
of sets of coumries and single countries. 
However, if one restricts the scope of their 
research to the study of class dynamics in 
the *advanced capitalist countries’ (inciden¬ 
tally, most of the above ‘post-capitalist 
scholars’ fail to make this restriction of 
scope, and therefore imply that their theories 
hold good for all class societies) then, the 
immediate question is: what is peculiar 
about these ‘advanced capitalist countries’ 
that causes them to form a separate category 
of study? In other words, why is it that these 
theories apply only to the ‘advanced capita¬ 
list countries’? 

What does “advanced capitalism’ mean? 
Does this mean that capitalism, over a 
period of lime, becomes, ‘advanced capita¬ 
lism’? Does this mean that third world 
capitalist countries, over time; would become 
‘advanced capitalist’? Is socialism a failure 
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became it has failed to provide for higher 
levels of living than those found in the “ad¬ 
vanced capitalist countries’, despite the fact 
that it has provided higher levels of living 
and redistribution than those found in third 
world capitalist countries? 

lb the contrary, I will show that the 
unique social relations of these “advanced 
capitalist countries’ are rooted in their col¬ 
onial past, and not in some notion of a 
linear, ever-expanding, crises-overcoming, 
emancipatory capitalism. The very material 
bases of these “advanced capitalist countries’ 
with their ‘new social movements' and 
dozens of classes are to be found in the im¬ 
pact of colonialism on ‘western capitalist 
development’. 

it should be pointed out that Marx's con¬ 
ception of capitalism, with its exploitative, 
oppressive social relations and polarised 
classes, was evident in 18th century and early 
19th century Europe. Why then did not 
socialist revolution break out? This will also 
be addressed through an analysis of the 
crises of capitalism. 

A detailed theoretical and historical 
analysis of the impact of colonialism on 
industrialisation and the expansion of 
capitalism is desperately needed. The follow¬ 
ing sections will explore some empirical 
evidence of the enormous impact that col¬ 
onialism had on industrialisation in Europe 
in general, and in England in particular, 
after which I will suggest some theoretical 
scenarios for the development of “advanced 
capitalism’. 

The Colonial Basis of 
Industrialisation 

Prom the beginning of the 18th century, 
England was on its way to replacing and 
completely overtaking Spain as the foremost 
colonial power in the world. 

The treaties of 1703 and 1713 opened the 
markets of Brazil and those of the Spanish 
colonies to England, which also enjoyed a 
dear maritime advantage;... The pillage and 
exploitation of the colonies intensified in the 
eighteenth century. From 1702 to 1780 pro¬ 
duction of gold in Spanish America and 
Brazil avenged twenty tons per year, whereas 
during the previous century it had been at 
most ten tons per year. Sugar produced by 
black slaves was another important source 
of wealth for the English... the French... 
and the Portuguese. The slave trade alao ex¬ 
panded averaging 53,000 per year for the cen¬ 
tury as a whole (compared to roughly 2,000 
per year during the sixteenth century), and 
reaching 100,000 per year in some periods... 
Millions of African were torn away from 
their countries and their land through 
violence and barter. And millions of unpaid 
workers were used up, exhausted and con¬ 
sumed within a couple of years. We should 
never forget that this was an essential basis 
(though largely erased and ignored in western 
thought) for the bourgeois enrichment of the 
sixteenth, seventeenth, and eighteenth 
centuries. 


Dominated Latin America played a "decisive 
role in the accumulation of wealth by the 
bourgeoisie of western Europe,” while black 
Africa.. was reduced to the role of fur¬ 
nishing slave labour for the plantations” 
(Amin, 1976). In effect, the forced labour of 
black slaves and of the populations of South 
America permitted the release of a huge mass 
of surplus value; which was appropriated in 
monetary form mainly by traders, manufac¬ 
turers, bankers, and financiers of England. 
Bui surplus value was also appropriated by 
the North American colonies and by Europe, 
either directly or indirectly by the sale of 
manufactured products (fabrics, arms) or by 
the provision of transport. 

This forced labour gave rise on the one hand 
to the development of private enrichment in 
Europe and on the other hand to an increase 
in purchasing power in the rest of the world, 
especially in Asia. The process trading com¬ 
panies extended their activities, making huge 
profits (the profit rate often reached 100 per 
cent, and sometimes exceeded 200 per cent) 
(Beaud, 1983, p 44], 

As is evident, colonialism was a three pro¬ 
nged strategy for capitalist development in 
England and other parts of Europe. Plunder 
(e g, 20 tons of gold a year for 60 years!) 
was used for capital accumulation; cheap 
raw materials from the colonies were used 
for increasing surplus extraction and also 
directly for capital accumulation in that the 
huge profits of the traders (100, even 200 per 
cent!) were invested both directly in English 
industry and in further colonial raw material 
extraction; and markets fuelled by super¬ 
exploitation in the colonies were outlets for 
a good part of English and European goods. 
In spite of all this and much more, Brenner 
argues, “Neither development in the core nor 
underdevelopment in the periphery was 
determined by surplus transfer" (1977). 

The fundamental point in all this is that 
capitalist accumulation and development as 
occurred in western Europe had its material 
bases in the dynamics of colonialism. 

The Industrial Revolution 

“Whoever says industrial revolution says 
cotton.... Cotton was the pacemaker of in¬ 
dustrial change, and the basis of the first 
regions which could not have existed but for 
industrialisation, and which expressed a new 
form of society, industrial capitalism, based 
on a new form of production, the “factory”' 
[Hobsbawm, 1982, p $6]. The industrial 
revolution in Europe from 1780-1840, was 
based on the cotton industry. And where was 
this cotton industry based? Hobsbawm has 
this to say: 

The cotton manufacture was a typical by¬ 
product of that accelerating current of inter¬ 
national and especially colonial commerce 
without which the industrial revolution can¬ 
not be explained. Its raw material, first used 
in Europe mixed with linen to produce a 
cheaper version of that textile (‘fustian’), was 
almost entirely colonial. The only pure 
cotton industry known to Europe in the early 


eighteenth century was that of India, whoac 
products (VaBcoes*) the Eastern trading com¬ 
panies sold abroad and at home, where they 
were bitterly opposed by the domestic manu¬ 
facturers of wool, linen and sflk. The English 
woollen industry succeeded in 1700 in ban¬ 
ning their ilhport altogether; thus acciden¬ 
tally succeeding in giving the domestic cot¬ 
ton manufacturers of the future something 
like a free run of the home market. They were 
as yet too backward to supply it, though the 
first form of the modern cotton industry, 
calico-printing established itself as partial im¬ 
port substitution in several European coun¬ 
tries. Modest local manufacturers establish¬ 
ed themselves in the hinterlandrof the great 
colonial and slave-trading ports, Bristol, and 
even more Glasgow and Liverpool, though 
the new industry was finally localised near 
the last of these. For the home market it pro¬ 
duced a substitute for linen or wool and silk 
hosiery; for the foreign market it produced 
a substitute for the superior Indian goods, 
particularly when wars or other crises tem¬ 
porarily disrupted the Indian supply to ex¬ 
port markets. Until 1770 over ninety per cent 
of British cotton exports went to colonial 
markets in this way, mainly to Africa. The 
vast expansion of exports after 1750 gave the 
industry its impetus: between then anfl 1770 
cotton exports multiplied ten times over... 
Cotton thus acquired its characteristic link 
with the underdeveloped world, which it re¬ 
tained and strengthened through all the 
various fluctuations of fortune. The slave 
plantations of the West Indie* provided its 
raw material until in the 1790s,' it acquired 
a new and virtually unlimited source in the 
slave plantations of the southern USA. which 
therefore became in the main a dependent 
economy of Lancashire. The most modern 
venture of production thus preserved and ex¬ 
tended the most primitive form of exploita¬ 
tion ... The British cotton industry was cer¬ 
tainly in its time the best in the world, but 
it ended as it had begun by relying not on 
its competitive superiority but on a mono¬ 
poly of the colonial and underdeveloped 
markets which the British Empire, the British 
Navy and British commercial supremacy gave 
it [Hobsbawm, 1982] (emphasis added). 

In 1700 the British knew nothing about 
cotton production. Vet cotton production 
and export formed the very basis of the in¬ 
dustrial revolution in England and other 
parts of Europe during the 18th century and 
part of the 19th century. Not only did the 
colonies provide cheap raw cotton through 
the exploitation of slave labour, but the col¬ 
onies also provided 90 per cent of the market 
for finished cotton goods. 

But Hobsbawm’s attribution of the dis¬ 
ruption of Indian cotton exports to ‘wars or 
other crises’ is not accurate. The Indian 
cotton industry was systematically destroyed. 
Indian cotton production was taxed heavily 
as were Indian cotton exports to all parts of 
the world, not just to England. English cot¬ 
ton products were sported to India without 
any taxes or duties levied on them. Further¬ 
more, military force was often employed to 
destroy Indian cloth production by destroy¬ 
ing spinning wheels, and even cutting of the 
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tkttinbs of Indian woven in order to pro- until it became ‘advanced capitalism'. To the 
vent them from producing cloth. Finally, the 


invention of the powerloom in England 
decimated Indian producers. Indian agricul¬ 
ture was forcefully geared towards the pro¬ 
duction of indigo (for cloth-dyeing) and 
other raw materials to fuel English textile in¬ 
dustry (Romesh Dull, 1901, and Baran, 
1957J. 

Why cotton? Why did cotton production 
initiate the industrial revolution? Cotton was 
the ideal industry because, given the low 
wage levels and the low levels of industria¬ 
lisation in most of the world, cotton pro¬ 
ducts constituted the perfect commodity: a 
commodity that could be sold to the most 
impoverished of workers around the world, 
for cotton clothing was a subsistence 
product. 

In addition to cheap raw materials and 
monopoly markets, plunder played an im¬ 
portant part in the capital accumulation of 
western economies. "The volume of wealth 
that Britain derived from India and that was 
added to Britain’s capital accumulations has 
to my knowledge never fully been assessed. 
Digby notes that estimates had been made 
according to which between Plassey (1757) 
and Waterloo (1815)—a period of crucial im¬ 
portance for the development of British 
capitalism—between (British pound sterling) 
500,000,000 and 1,000,000,000 worth of 
treasure was taken by Britain from India. 
The vastness of this sum can be visualised 
when it is considered that at the turn of the 
19th century the aggregate capital of all 
joint stock companies operating in India 
amounted to (British pound sterling) 
36,000,000" [Baran, 1957, p 145). 

Indian booty, cheap labour and markets 
of the other colonies, and what do we get? 

A few west European countries building 
enormous industrial material bases at the ex¬ 
pense of the impoverished millions of the 
world. The seeds of 'advanced capitalism’ 
were sown. 

It is important to note that this colonially- 
based capitalism did not establish its 
supremacy by out-competing indigenous in¬ 
dustry in the colonies. It established its 
supremacy through military force, syste¬ 
matically enforcing monopoly control over 
the economies or the colonies, while at the 
same time using this monopoly control to 
fuel the growth of competitive capitalism in 
the core countries. 

This massive capital accumulation fueled 
by colonialism led to what Hobsbawm 
terms, “the second phase of the Industrial 
Revolution: 1840-1895” [Hobsbawm, 1982, 
p 109] which was dominated by the produc¬ 
tion of capital goods, steel, railways, etc The 
analysis of this phase of industrialisation is 
beyond the scope of this paper. Let us now 
analyse the crises of capitalism that failed 
to occur in western Europe. 

The Crises of Capitalism 

Marx did not suggest that capitalism 
would develop on an ever-expanding scale 


contrary, he posited that capitalism would 
inherently produce a polarised class struc¬ 
ture and consequent crises, “in these crises 
there breaks dut an epidemic, that in all 
earlier epochs, would have seemed an absur¬ 
dity, the epidemic of overproduction” 
[Communist Manifesto, p 3]. This crisis of 
overproduction combined with class struggle 
would result in the revolutionary transfor¬ 
mation of capitalism. Today we have before 
us a set of ‘advanced capitalist countries' 
that have not been transformed by capitalist 
crises. Given such evidence, can we conclude 
that Marx’s scenario of the transformation 
of capitalism was wrong? Are we compelled 
by this evidence to argue that it is an inherent 
property of capitalism to overcome its 
crises? To answer these questions, it is 
necessary to determine why it was that 
‘western’ capitalism failed to undergo these 
crises. 

During the 18th century and for the first 
half of the 19th century, the class structure 
of western Europe was highly polarised. The 
real wages of workers were barely sufficient 
for subsistence. There was an abundance of 
‘relative surplus labour’ and working con¬ 
ditions were barbaric. When Marx spoke of 
the class polarisation under capitalism, it 
was this scenario that he refeired to—a 
scenario that be was surrounded by in his 
day. Class struggle was very evident in much 
of western Europe. 

Given this, why did not west European 
capitalism undergo the crises of the 'rising 
organic composition of capital', the conse¬ 
quent crisis of the ‘failing rate of profit’, and 
the related crisis of overproduction, and then 
become transformed? 

Instead of being transformed by these 


crises, ‘west European* capitalism continued 
its expansion. O'Brien and Keyder [1978] 
suggest that through the 19th century, 25 per 
cent of British per capita income was caused 
by cheap colonial imports and by colonial 
trade “This is in keeping with the traditional 
Marxist explanation concerning the waning 
of class struggle in the second half of the 
19th century and the rise of the 'nett 
unionism—that is, the British working class 
as a whole turned into an ‘aristocracy of 
labour’, sharing in the material advantage* 
derived from the exploitation of the world 
at the hands of British capitalism” [Zolberg, 
1986, pp 434-35). The latter half of the 19th 
century was also a time of political reform 
in England, with the granting of ’universal 
suffrage* in 1867, and the formation of large 
trade unions [Beaud, 1983, p 104]. 

As Wright summarises: “Contemporary 
debates on crisis have generally focused on 
one of four critical impediments to accumu¬ 
lation: (1) the rising organic composition of 
capital; (2) the problem of realising surplus 
value, and in particular problems of under¬ 
consumption in capitalist society; (3) a low 
or falling rate of exploitation resulting from 
rises in wages; and (4) the contradictory role 
of the state in accumulation” [Wright, 1978, 
P 124], 

Whereas for Marx, the occurrence of 
capitalist crises arc expected to result in the 
revolutionary transformation of the capita¬ 
list mode of production, for Wright, “a crisis 
implies that in order for accumulation to 
continue some sort of restructuring of the 
accumulation process is necessary" [Wright, 
1978, p 125). As is evident, Marxist 
arguments on the crises of capitalism too 
have been derailed by the phenomena of ‘ad¬ 
vanced capitalism’. 
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RISING ORGANIC Com TONI f ION Of 
Capital *nd Falling Raie ok 
Profit 

The organic composition of capital is a 
ratio that reflects “the salient aspects of 
technology that impinge on the rale of pro¬ 
fit” [Wright, 1978, p 127). It is computed 
thus (adapted from Wright, 1978): 

Q = C/(V + S) 0) 

where: 

Q = the organic composition of capital. 

C = the value of the constant capital. 

V = the value of labour power 

S “ the value of the surplus product. 

As capitalist development proceeds on an 
attended scale, with increases in productivity 
through the use of machinery, etc, the value 
of the dead labour (organic) componeni in 
production will grow faster than the living 
labour component. In other words, the cost 
Of capital goods—machinery, technology, 
etc—will be higher than that of labour costs. 
This would result in a rising organic com¬ 
position of capital. The reason this will cause 
a crisis is because such a rise in the value 
of constant capital (C) would result in a fall 
in profit rates which are based on total eosi 
(C + V): 

Rate of profit (R) ~ S/(C + V) (ii) 

Another important ratio is the rate of ex¬ 
ploitation which is the ratio of surplus value 
to the value of labour power used in pro¬ 
duction, or variable capital’ 

E = S/V (iii) 

Tlie rate of profit (R) can be expressed as 
a function of the rate ot exploitation (E) and 
the organic composition of capital (Q): 

R = E/[Q(l f E) k 1) (iv) 

The argument here is that forces inherent 
in the process of capital accumulation will 
tend to raise the organic composition of 
capital (Q). Raising the rate of exploitation 
(E) will not be able to fully offset the rising 
organic composition of capital. Thus the rate 
of profit will continue to decline The declin¬ 
ing rate of profit will result in a crisis of 
capital accumulation and consequently of 
realisation of surplus. 

As Wright points out, the organic com¬ 
position of capital has not risen as expected 
by the ‘falling rate of profit' theorists. In his 
explanations of why this rise in organic com¬ 
position of capita) did not occur Wright 
completely neglects to mention the impact 
of the internationalisation of capital ac¬ 
cumulation on the organic composition of 
capital and on the rate of exploitation. 

Arguing along somewhat different lines, 
‘under-consumptionist’ theorists posit that 
inherent in capitalism is the tendency for 
surplus value to rise without a correspon¬ 
ding rise in realisation of surplus. This oc¬ 
curs because individual capitalists tend to 
minimise labour costs and maximise surplus 
extraction (through increases in productivity, 
etc), thereby creating a situation where ag¬ 


gregate demand falls behind surplus value. 
In other words, the demand for goods is 
much lower than the supply of goods. This 
ultimately results in a crisis of ‘over-produc¬ 
tion’ or of ‘under-consumption’ wherein 
capitalists have to cut down production, 
thereby creating further unemployment 
which in turn reduces aggregate demand, 
thereby forming a vicious cycle of crisis. 
Wright suggests that the resolution of such 
crises are accomplished through government 
spending, etc [Wright, 1978, p 140). 

Colonialism and Capitalist Crises 

The organic composition of capital is 
dependent on the rate of exploitation. The 
rate of exploitation in turn is dependent on 
the value of labour power, it is crucial to take 
into account the fact that under colonialism, 
the value of labour power, measured by real 
wages, was substantially lower in the col¬ 
onies than in the core countries. This means 
that there were two rates of exploitation, not 
the one rate computed in equation (iii). 

Thus under colonialism, the overall rate 
of exploitation could be increased substan¬ 
tially by using slave-labour with its almost 
infinite rate of exploitation—or super- 
exploited labour in the colonies whilst keep¬ 
ing the rate of exploitation constant in the 
core or even allowing it to decrease (i e, 
allowing real wages to increase). 

Furthermore, capital costs (C) include 
costs of raw materials used in production. 
The cost of raw materials—extracted pri¬ 
marily in the colonies—was kept to a mini¬ 
mum by the colonial powers. This lowers the 
organic composition of capital. Also, 


plunder, which fas a direct source of capital 
accumulation under colonialism, constitutes 
a relatively costless source of capital, 
therefore lowering the organic composition 
of capital. 

As for crises of ‘undcr-coosuraprion’ or 
‘over-production’, and the consequent pro¬ 
blem of realisation of surplus, the near total 
control that the core countries had over the 
markets of the colonies served as a vehicle 
for their resolution thereby allowing for con¬ 
tinued capital accumulation and expansion. 

A further elaboration of these resolution 
mechanisms is not possible here, but the 
crucial point is that any analysis of the crises 
of capitalism in ‘advanced capitalist coun¬ 
tries’ must take into account the fact that 
these societies have historically rcsotad their 
crises in the international realm—and con¬ 
tinue to do so. These are peculiar and unique 
societies in that they ate the exception—not 
the rule—to the dynamics of capitalist 
development. Third world capitalist societies 
ate characterised by unresolvable crises of 
capitalism although these crises are neces¬ 
sarily complicated by the distortions of their 
economies, first by colonialism and later— 
and currently—by imperialism. 

A NOTE ON THE VALUE OF LABOUR 
Power 

Wright defines the value of labour power 
“by the socially necessary labour time that 
goes into its production and reproduction. 
The magnitude of these reproductive costs 
is in turn determined by various technical 
considerations (training costs, transportation 
costs, etc) as well as by class struggle over 
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wages (what Mar* catted the ‘historical and 
moral dements’ in the value of labour 
power)... .when the worker sells his/her 
labour power to the capitalist it appears that 
an etchange of equivalents has occurred; the 
worker sells the commodity labour power to 
the capitalist and receives in return a wage 
more or less equal to the value of the com¬ 
modity” [Wright. 1979, p 118]. 

The argument that the value of labour 
power emanates from technical considera¬ 
tions and class struggle has no basis in reali¬ 
ty. For the same technical considerations 
(c g, same jobs), real wages (value of labour 
power) are (and were so under colonialism) 
substantially higher in the advanced capita¬ 
list countries’ (or in the colonial economies 
in the past). What accounts for these dif¬ 
ferent wages (values of labour power), given 
the same technical considerations? 

Wright’s argument suggests that the 
higher value of labour power in the 'advanc¬ 
ed capitalist countries' are attributable to 
higher levels of class struggle in these 
societies. Yet, empirical evidence suggests 
precisely the opposite: the third world has 
a higher level of class struggle than do the 
‘advanced capitalist countries', but the value 
of labour power is lower in the third world. 
Why then is the value of labour power in¬ 
versely proportional to class struggle? 

Colonialism formed the basis for the ex¬ 
pansion of capital accumulation and capita- 
hit development on an 'ever-expanding* 
leak. The crises inherent in capitalism never 
materialised in the core economies because 
of the ability of colonialism to resolve these 
Crises. Capitalist development as it occurred 
in the ‘west’ resulted in increased capital ac¬ 
cumulation, increased industrialisation and 
increased employment. This enormous ac¬ 
cumulation of capital, and the consequent 
increased profits, raised the ante for 
capitalists in the core to keep up and expand 
production. 

Inject class struggle into this scenario The 
capitalists in the core countries have much 
to lose if production is shut down by 
workers’ strikes, etc, in the core. TVadc- 
uni on-based class struggle becomes an ex¬ 
tremely effective instrument for the increase 
of wages, working conditions, and levels of 
living. Capitalists, under pressure; can grant 
increased wages only when their profit rates 
are not jeopard e d. In other words, workers’ 
de m ands for i nae as ed wages, better working 
conditions, esc, are almost continually met 
only when capital accumulation and expan¬ 
sion occurs oo an enormous scale Under a 
situation of intro v er ted capitalism, workers' 
struggles for wage increases, better working 
conditions, etc, result very quickly in the 
escalation of struggle fato revolutionary 
MfUggk This is evident in much of the third 
world. 

It is precisely in the ’advanced capitalist 
countries’ that workers have been able to in¬ 
crease their levels of living through reformist 
struggles. Furthermore; under colonialism, 
especially after the mid-18th century, the 
worken in the core countries had a material 


interest in colonialism inasmuch as colonia¬ 
lism indirectly fetched them higher wages, 
more jobs, and better levels of living. There 
is little historical evidence of workers in 
the core countries protesting colonialist 
ventures. 

In summary, embodied in the material 
basis of the core ‘advanced capitalist’ econo¬ 
mies is an enormous amount of super- 
exploited third world labour. Thus, whereas 
the forces of production were/are created in 
great part by third world labour, the benefits 
of increased productivity have accrued to 
both the capitalists and the workers of the 
‘advanced capitalist societies’. Engels, in 
1958, seemed to recognise this: 

The English proletariat is actually becoming 
more and more bourgeois, so that this most 
bourgeois of ail nations is apparently aiming 
ultimately at the possession of a bourgeois 
aristocracy and a bourgeois proletariat as well 
as a bourgeoisie For a nation which exploits 
the whole world this is of course to a cer¬ 
tain extent justifiable [quoted in Emmanuel, 
1969], 

This is not meant to belittle the struggle 
of workers in the ‘west’ to unionise, to in¬ 
crease their levels of living, etc I simply want 
to point out that reformist struggles are suc¬ 
cessful only in societies which have an enor¬ 
mous material basis—societies such as the 
‘advanced capitalist countries’ that have a 
history of enormous levels of capital ac¬ 
cumulation, capital expansion and capitalist 
development. Such reformist struggles are 
doomed to failure in the third world because 
it is in these societies that the contradictions 
of capitalism have surfaced, and cannot be 
put off by utilisation of cheap labour 
abroad, extraction of raw materials and con¬ 
trol of foreign markets. 

A Note on ‘Political Democracy’ 

Although I have not mentioned the 
impact of colonialism on the growth of 
political democracy in the ‘west’, I think that 
this is a crucial area that desperately needs 
to be researched. The fact that political 
democracies exist primarily in the ‘advanced 
capitalist countries’ is not coincidental. 
Political democracies characterised by some 
degree of independence of the state from 
capital, and by the reformist struggles of 
‘new social movements’ can exist only when 
their economies are capable of meeting the 
demands of economic reforms—i e, when 
these societies have a substantial material 
basis that allows for concessions to the 
masses without seriously damaging the pro¬ 
cess of capital accumulation.. Experiments 
in political democracy in the third world 
have, in general, resulted in the election to 
office of ‘progressive’ parties, and have con¬ 
sequently led to imperialist intervention and 
right-wing dictatorships. 
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Peasants and Flexible Accumulation in 

the Third World 

Producing under Contract 

Michael Watts 

Contract production is deeply rooted in the soil of advanced capitalist agriculture but also represents an expanding 
and much touted mode of agro-industrial integration in the third world. In spite of the enduring nature of the 
classical agrarian exports such as sugar, tea, rubber and so on, the genesis of new agricultural enclaves distinguished 
bv technological packaging, non-equity forms of control over production and the relative homogenisation of agro¬ 
technologies suggests a new social basis for the 'old’ international division of labour and an aggressive industrialisa¬ 
tion of peasant agriculture. This essay argues that the rural sector in the periphery is less a terrain of independent 
peasant production and commodity circulation through trade—or indeed of state or direct foreign investment 
in estate production—than a crucible in which innovative forms of social integration and agrarian corporatism 
link growers to state and private capital is forged. 


Introduction 

“FARMERS turn to hog raising lor a fee” 
pronounced the New York Time!. [May 29, 
1988, p 12] in a recent account of the chang¬ 
ing fortunes of the American family farm. 
Propelled by high interest rates, falling land 
values and the sluggish hog markets of the 
early 1980s, pig farmers in Arkansas, 
Missouri, North Carolina and much of the 
middle west are increasingly engaged in con 
tract production for corporate processors. 1 
Pig growers, working directly under com¬ 
pany supervision, fatten corporate hogs 
owned by Cargill Inc (the largest privately 
held corporation in the US) and National 
Farms (owned by the Bass brothers of Ifexas) 
in grower-financed production facilities built 
to company specifications. The restructur¬ 
ing of US hog farming—contracting now ac¬ 
counts for at least 10 per cent of production, 
a growth of 500 per cent in five years—is 
one reflection of the complex and divergent 
logic of reproduction within North Americaii 
agriculture in general and within the family 
farm sector in particular [Gilbert and Akor 
1988]. Contract production is, in fact, a well- 
trodden path on the American and the Euro¬ 
pean agrarian landscapes and bears the foot¬ 
prints of poultry, dairy and many speciality 
crop farmers. Tyson Foods for example, a 
massive Arkansas-based poultry agri¬ 
business, has been in the vanguard of the 
contracting in the US for several decades, 
and currently realises an annual output of 
8.3 billion chickens drawn from its 8,500 
family farm contractors scattered around 32 
company processing units [The Economist, 
1989: 84], 

Contract production is deeply rooted in 
the soil of advanced capitalist agriculture but 
also represents an expanding, and much 
touted, mode of agro-industrial integration 
in the third world [Sanderson 1986a, Glover 
1983, Williams and Karen 1985]. In spite pf 
the enduring nature of the classical agrarian 
exports such as sugar, tea, rubber and so on, 
the genesis of new agricultural enclaves 


distinguished by technological packaging, 
non-equity forms of control over production 
and the relative homogenisation of agro- 
tecbnologies suggests at the very least a new 
social basis for the ‘old’ international 
division of labour and an aggressive 
industrialisation of peasant agriculture 
[Lipietz 1986]. This article argues that the 
rural sector in the periphery is less a terrain 
of independent peasant production and 
commodity circulation through trade—or 
indeed of state or direct foreign investment 
in estate production—than a crucible in 
which innovative forms of social integration 
and agrarian corporatism link growers to 
state and private capitals are being forged: 

Integration is no longer anonymous as it 
was previously but personalised through the 
emergence of ‘companies’. It uses as its means 
contracts integrating direct producers... 
conformfing] to the micro-economic pattern 
of the company [Vergopolous 1985: 291]. 
TU ‘ell knriwn case of fruit and vegetable 
pro - ssors, freezers and canners in the 
Mexican Bajio illustrates how contract 
production—’between Campbells Soup, 
Birdseye; Green Giant and heavily capitalis¬ 
ed Mexican growers of strawberries, carrots, 
asparagus, corn and green beans—is largely 
a post-war phenomenon dating td the 1950s 
[Runstan and Archibald 1986, Young 1987, 
Rama 1985]. 2 Over the last 30 years, 
however, the numbers of commodities grown 
under contract and the social forms of in¬ 
tegration have proliferated throughout the 
third world. I shall explore various aspects 
of contract farming as a form of structural 
convergence between Tint and third world 
agriculture by drawing largely on illustrative 
material from sub-Saharan Africa, seeking 
to explain the particular logic of reproduc-. 
tion of contracting through a commodity 
systems analysis [Friedland 1984, \Mdl$ 1987, 
Friedmann 1987]. I argue that contracting, 
represents a form of industrial agriculture 1 
whose genesis and dispersiop can be explain¬ 
ed in terms of commodity characteristics 
(creating variable incentives and disincen¬ 


tives to scale in the crop industry) situated 
in specific historical social formations, that 
is (o say embedded in regional constellations 
of state, political and social forces. The pro¬ 
liferation of contracting suggests, certain 
parallels between ifeo-Fordism and flexible 
accumulation in first world industrial 
systems and the social character of agrarian 
transformations in the third world 
[FitzSimmons 1984, Watts 1989], and points 
toward one means by which, to employ 
Marx’s language, agriculture and industry 
achieves a higher synthesis. 

Contracts, Contracting and 
Contract Farming 

The notion of contract is, of course, cen¬ 
tral to any understanding of the social in¬ 
tegration of peasants into corporate 4 
relations, of production. For Maine and 
Durkheim and classical sociological theory 
more generally, contract represented a 
historically unique form of socio-political 
linkage standing in sharp contradistinction 
to status. In Maine’s lexicon, the contract 
enables social unequals to negotiate and 
enter binding agreements as legal and 
political equals [Goodell 1988]. The con¬ 
tracts draw out political life from .the 
interpersonal and private into the public 
domain, and in doing so promotes the crea¬ 
tion of a legal personality, individual and 
inalienable rights, public accountability, and 
collective bargaining. This legal and essen¬ 
tially Eurocentric definition—a general legal 
form of agreement between abstract in¬ 
dividuals circumscribed by civil authority— 
provides the foundation, of course, for a 
large part of economic theory [Hart and 
Holmstrom 1987, Mea^ 1984]. Any trade, 
for example, as a quid pro quo must be 
mediated by some form of explicit or im¬ 
plicit contract and the analysis of contracts 
written by and covering a small number of 
people has become central to institutional 
approaches to the economy [Williamson 
1985), what Ebon refers to as the ‘third hand 
of networks and relationships’ [1988: 221 1 
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The legal and so-called complete expres¬ 
sion of contracts must be expanded however 
to include the variety of forms in which con¬ 
tracts appear in agrarian relations, lb the 
extent that complete contracts (i e, in which 
each party’s obligations are specified for 
every eventuality) are quite rare, contingent 
or incomplete contracts must allow for the 
introduction of social relations, culture and 
custom [Akerlof, 1984]. In third world situa¬ 
tions in which market relations are un¬ 
developed, complex contractual 
relations—sharecropping, interlinked con¬ 
tracts, labour-recruitment contracting— 
which are deeply embedded in local social 
relations are endemic [Binswanger and 
Rosenzwcig 1984], 6 These indigenous con¬ 
tractual arrarigements can refer to any oral 
or written agreement between individuals 
that specifies fixed terms in advance and is 
subject to customary properties [Robertson 
1987). 

Contracts, in the expanded and in¬ 
complete sense, are found in agriculture 
everywhere and are extremely heterogeneous 
in form [World Agriculture , 1976]. Sim 
pie market specification contracts or future- 
purchase agreements (typically determining 
price, quantity and time of delivery) are 
commonplace between growers and buyer- 
shippers in US agriculture [Sporleder 1983, 
Marion 1986). Labour contracting in which 
certain on-farm operations are performed by 
contractors (characteristically supplying 
labour and machinery) appears throughout 
Euro-American agriculture. Ball (1987) 
found that contract work was integral to 
Britain's arable and dairy industry and in 
California grower*’ use of farm labour con¬ 
tractors has escalated dramatically in the 
1980s as a flexible means to capture cheap, 
non-union field labour. 7 This switching of 
labour from the internal (i e, household) or 
local labour market to external sources via 
dense networks of contract relations is also 
habitual in the Japanese farm economy. 
One-third of all farm househol ds contra cted 
in for certain oo-fann operations and 23 per 
cent contracted out their own labour. 8 

Contract farming or contract production 
(hereafter referred to as CF) must however 
be distinguished from the multiplicity of 
simple marketing, labour, or single farm- 
operation contracts. 9 Specifically, CF en¬ 
tails relations between growers and agro¬ 
capitals which substitute for open-market 
exchanges by linking ‘independent family 
fanners’ of widely variant assets with a 
central processing, export or purchasing unit 
which regulates price, production practices 
and credit arranged in advance under con¬ 
tract. The classic, if all-encompassing, 
definition provided by Roy [19723] refers to: 
Those contractual arrangements between 
fsrmers and other firms, whether oral or 
written, specifying one or more conditions 
of production and marketing of an agri¬ 
cultural product. 

Iii the United States, and across much of 
western Europe and Japan, contract produc¬ 


tion has emerged as a centrepiece of contem¬ 
porary agro-food complexes. 10 Contracting 
or vertical co-ordination in US agriculture 
stands between the spot market and the ver¬ 
tically integrated agribusinesses (corporate 
production-processing) which it now exceeds 
in terms of gross output." By 1980 one 
quarter of US farm output by volume (one 
third by value) was produced under some 
form 6f contract. 12 

Insofar as CF minimally necessitates a 
crop agreement made in advance, the 
processor-buyer-exporter (the non-farm 
firm) has title to a portion of on-farm 
resources and shares, in varying degrees, the 
decision-making power with the grower. The 
grower lends to the production process 
his/her labour power and the effective pro¬ 
perty within his/her possession. The con¬ 
tractor provides some of the production 
inputs, participates in production decisions 
and supervision, and holds title to the pro¬ 
duct. The contract, in short, embodies both 
the relative autonomy and subordination 
which the grower experiences in relation to 
the labour process; it also contains differen¬ 
tial levels of direct and indirect control 
[Davis, 1980]. CF as a distinctive form of 
productive organisation can be circum¬ 
scribed by three basic attributes: 

(1) A futures or forward market contract for 
a specific product. There is no presumption 
that the contractor must be an agent of in¬ 
ternational agribusiness; contractors may be 
local merchants, the state or joint enter¬ 
prises. Both parties commit to buy and sell 
at specified volumes apd/or acreages though 
the completeness, duration and specificity 
of the contract varies considerably. 

(2) Production contracting links product and 
factor markets. Purchase commitments rest 
in some determfhate way on the provision 
of inputs, services and supervision to 
growers who may or may not be organised. 
Contractually linked markets generate a divi¬ 
sion of labour and farm management and 
differential forms of autonomy and subor¬ 
dination. There is no presumption of market 
destination (1 e, the crop may be destined for 
local or foreign markets with or without pro¬ 
cessing). 

(3) Production contracts differentially 
allocate production and market risks. Crop- 
share contracts without price determination 
share production risk between contractor 
and grower, in price specified contracts, the 
grower is bound by a piece-rate system in 
which he/she bears production risk but none 
of the price risk. 

In CF some form of regulation, control and 
shaping of the labour process by the con¬ 
tractor is central. 1b this extent Asano- 
Thmanoi [1988:430] is quite mistaken when 
he states that CF is “nothing but a technical 
term”; it represents quite specific social rela¬ 
tions of production in which independent 
commodity producers (family farmers, 
peasants) are subordinated. 

CF represents a form of social organisa¬ 
tion, of growing significance; in which plants 


and animals are produced pn land in rda-1| 
tion to the complex and charging profit con- gs 
ditions under global capitalism. Its genesfr, S 
and proliferation reflects the important liilkf riji 
between specific commodities and equafljN| 
specific manufacturing processes which 
characterised by particular social retoticdtf'Jl 
among, and within, farm enterprises 
[Friedmann 1987], 13 Rhetorically, Contract. *? 
farming is touted in populist and Jefferso- | 
nian terms, as the saviour of small farms oft-1 
the verge of collapse in the American mid; ^ 
west. Family farmers under contract have, 
as the manager of the countrys’ largest swine.,,V 
contractor put it, “given up the privilege of V_ 
going broke" [New York Times May 29, » 
1988, p 12). 1 

But family farms survive in outward form 
only. They are formally integrated with, and 
subordinated to, various circuits of capital J 
and the much-vaunted independent grower 
is little more than a propertied labourer, a 
hired hand on his or her own land. 18 Con- 
tract fanning is less a means to underwrite 
the preservation of small-scale commodity ■’ 
production, than rather a vehicle to in- ’■ 
troduce distinctive work routines, .new on- !; 
farm technologies-and labour processes, to 
promote a further concentration and cen- 
tralisation of capital in agro-food systems, \ 
and not least to deepen the process of ap¬ 
propriation by which rural production pro- ’' 
cesses (farm inputs and services) are * 
converted into industrial products by agro- * 
industrial capitals and subsequently reincor- } 
porated into agriculture [Goodman, Sorj 4 
and Wilkinson 1987]. Contract farming 
marks a critical transformation and recora- 
position of the family farm sector as capital ;< 
saturates the entire agro-industrial complex, - 
converting growers into ‘self-employed pro- - 
letariat’ [Chevalier 1983] without directly • 
taking hold of the point of production. 

v 

Contract Farming on a Global Scale 

Contract farming was hatched in its con¬ 
temporary guise in the US in the 1930s , 
[Pfeffer 1985] but is no longer confined to ;~ 
advanced Euro-American agro-food com¬ 
plexes and now operates through global dr- ' 
cuits of capital as part of international 
agricultural commodity markets [Glover, j' 
1984, 1987, de Treville, 1987], Contract ' 
fanning in the third world has a dual origin. 
First, contracting is competing with, and ? 
partially replacing, plantation and estate ;■ 
agriculture employing free wage labour as C 
foreign agribusiness is subject to nationalist ' 
pressures, threats of expropriation and local 
regulation, and new conditions of pro- - 
friability within a changing international 
division of labour [Graham and Floering , 
1982]. Despite nationalist pressures, plants- .' 
tion and estate capital may still retain a i 
foothold in agricultural production by con- f 
trading for export—for example, United 
Fruit’s banana operations in Honduras. , 
Conversely, foreign agribusiness may ter- f 
minale plantation production quite abruptly 
as in the case of California-basal Bud Antle 
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which liquidated its horticultural operations 
in Senegal in 1976 and was promptly ac¬ 
quired by a state owned firm (SEMPRJM) 
contracting fresh vegetables (beans, 
tomatoes, melons), primarily with women 
growers, for EEC markets. Both cases sug¬ 
gest contracting emerges with the full or par¬ 
tial decomposition of plantation/estate 
production albeit with a persistence of the 
classical export commodities (sugar, tea and 
palm oil) now cultivated under contract by 
a variety of local growers [Sajhau and von 
Muralt 1987], 

Second, independent peasants, and 
sometimes newly-settled pioneer growers, are 
drawn into corporate forms of social 
organisation, under state and/or private 
auspices producing a variety of commodities 
for domestic.consumption and export. In 
Mexico, for example, Pillsbury, Campbell 
Soup, General Foods and other US trans¬ 
nationals engage in contract fanning for 
strawberries, tobacco, tomatoes and cocoa, 
|j while state corporations contract heavily for 
sorghum and soy. Many of the African and 
Malaysian settlement schemes funded by the 
World Bank and host country governments 
represent quite radical efforts to relocate 
farmers, redistribute land and establish cen¬ 
tralised processing facilities for the produc¬ 
tion of contracted palm oil, rubber and 
cocoa. Contracting appears in these in¬ 
stances as a recomposition of peasant pro¬ 
ducers; independent growers are 
institutionally captured by, and socially in¬ 
tegrated into, new production complexes 
(Bernstein 1986], 15 

The dispersion and growing popularity of 
contracting is not unrelated to the growing 
hegemony of 1MF/IBRD austerity measures 
in a debt-ridden third world and the 
desperate search for private sector 
mechanisms to revive flagging export sectors 
and alleviate foreign exchange shortages. 
Since the early 1980s, US agribusiness and 
USAID has actively promoted contract far¬ 
ming as a 'dynamic partnership' between 
small farmers and private capital, a union 
which promises rapid market integration, 
economic growth and technical innovation 
? while protecting the rights and autonomy of 
I the grower via the contract. 14 The World 
! Bank (IBRD) in its influential assessment 
; of the agricultural crisis in sub-Saharan 

> Africa—the so-called Berg Report—targeted 
contracting as an exemplary means to 

i enhance what it deems to be a moribund 
private sector. Similarly, the Internationa] 
Finance Corporation (a division of the 

> IMF), the IBRD and the Commonwealth 
Development Corporation (CDC) 17 have 
pioneered 'smallholder' palm oil, cocoa and 
rubber contracting—in their nomenclature 

> core-satellite, nucleus-estate or outgrower 
|, schemes—across Asia, Africa and Latin 
** America for close to three decades. Self¬ 
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Consciously advertised as models of 
technology transfer, the outgrower schemes 
purportedly encourage small-farmer settle¬ 
ment and integrated rural development 
(i e, the nurturing of a conservative, ‘mid- 
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die class' peasantry). Contracting confers an 
additional benefit for third world ruling 
classes and state managers imperilled by 
liquidity crises who are drawn politically to 
the populist rhetoric of ‘targeting the rural 
poor’, and ‘putting peasants first'. Some of 
the largest contracting schemes—tea pro¬ 
duction in Kenya, tobacco and livestock in 
Thailand, rubber in Malaysia, palm oil in 
the Philippines—are public sector enterprises 
in which the state is typically the dominant 
partner in joint ventures with transnational 
agro-industry and foreign banks. 18 

Contract farming is, then, unequlvocably 
reshaping the face of peripheral agriculture 
and signals something of a watershed in the 
post-war integration and subordination of 
peasantries to the world market. The exDort- 
oriented horticultural industry in central 
America, southern Europe and parts of 
north and eastern Africa has been a pioneer 
in the internationalisation of contracting, 
advancing the erosion of market relations 
between growers and the exporters, freezers, 
canners and broken [Mackintosh 1977], The 
physical properties of horticultural crops 
have been transformed since the 1950s to 
withstand the rigours of storage and 
transportation and have been shaped by the 
clammer for standardisation and quality 
control in an exploding international 
vegetable trade. By the late 1970s, the US 
alone imported $ 1.23 billion fresh fruits and 
vegetables, a trade in which Mexico has been 
centrally placed since the 1950s. According 
to Ray Goldberg of Harvard Business 
School, about 50 US distributors in Nogales 
(Arizona) handle almost all of the Mexican 
fresh vegetable exports to the United States, 
contracting with large, well-organised 
growers who must meet the stringent quali¬ 
ty standards of the US market and the 
capital requirements of transnational 
agribusiness [Glover 1984, Morrissy I974J. 
Mares [1988] has shown how the com¬ 
modities grown under contract in Mexico by 
large local growers with well-developed lob¬ 
bies within the state apparatus, have been 
shaped by a combination of labour, 
technology and protectionist factors, and 
their economic fortunes have, as a conse¬ 
quence, beeh volatile and unstable. 19 
Nonetheless, exports of six vegetables from 
Mexico doubled between 1970 and 1980, and 
output of some commodities such as con¬ 
tracted broccoli and cauliflower have risen 
by at least 400 per cent over the last decade 
[Runsten and Archibald 1986]. Mexico was 
already accounting for almost one-third of 
US stawberry consumption by the early 
1960s. In fact, horticultural contracting 
throughout central America had been a 
dynamic growth sector throughout the 1960s 
and by 1970 there were 41 north American 
processing plants in Mexico, 19 in Costa 
Rica and several each in Honduras, El 
Salvador and Guatemala. Eighty-five per 
cent of the enterprises employed contracts 
in which prices, delivery dates and at least 
half of the inputs were specified [Morrissy 
1974], 


PEASANTS AND COMMODITIES UNDE* 
CONTRACT: CASE MATERIALS FROM 

Africa 

Social Organisation of Contract Farming: 
A Peasant Strategy for Growth with Equity? 

Contracting represents a major front 
along which capitalism advances into the 
sphere of family or household production 
but to suggest that it is solely a peasant 
strategy vastly simplifies its character and 
social impact. First, contracting is dis¬ 
tinguished by substantial heterogeneity in its 
social and organisational forms as the 
previous synopsis of African cases suggests. 
Second, contract farming is not the 
monopoly of private agro-capitais but is 
frequently a state strategy appearing in com¬ 
plex configurations with local and foreign 
capital. And third, contract relations may 
systematically exclude large segments of the 
rural poor and target prosperous middle 
peasants or fully-fledged local capitalist 
growers. 

Three patterns of CF are ubiquitous in the 
third world. One archetype is the large, 
centralised, and frequently state-owned, 
nucleus-estate scheme with literally 
thousands of peasant outgrowers and 
typically a central processing unit. 
Characteristically associated with classical 
export commodities (sugar, palm oil-, tea, 
cocoa), there are important economies of 
scale associated with processing, high co¬ 
ordination requirements (i e, perishability), 
and labour intensive maintenance ' and 
husbandry especially for tree crops with long 
gestation periods. 20 Such schemes unite 
peasant outgrowers with estate production 
and heavy investment in industrial treatment 
facilities (for example; cane crushing or tea 
drying). Smallholder growers are, under 
these conditions, little more than capacity 
contractors for the estates to ensure 
regularised throughput to the processing 
unit. The huge oil palm parastatal 
PALMINDUSTRIE in the Ivory Coast, for 
example, receives 40 per cent of production 
from 8,500 outgrowers and the remainder 
from its estates. Growers generally constitute 
a prosperous middle peasantry and the strict 
entry requirements for sugar production in 
Kenya, tobacco in Nigeria, and palm oil in 
Ivory Coast suggest that the resource poor 
peasants are in fact systematically excluded 
[Nabuguzi 1987, Heald 1985, Watts 1987], 
Further, the evidence on grower turnover 
within these state-enterprises suggests that 
they spearhead rural inequality and polarisa¬ 
tion within the grower community as 
resource-poor and indebted peasants are 
evicted from the schemes, fostering land ac¬ 
cumulation and marked differentiation 
[Mblicyi 1988, Daddieh 1987], 

A second model is provided by United 
Brands and Standard Fruit in their Central 
American banana operations. 21 Both com¬ 
panies adopted contract production under 
sustained state-led nationalist pressure in the 
1950s which had erupted in labour militancy 
on their plantations. Banana production 


Economic and PotokalWeeldy July 25.19W 



Win, fidwever, contracted to capitalist 
growers ('associate producers’) organised 
into an association of capitalist growers 
(ANB|) who negotiated with labour and the 
state. By the 1980s, 16 large contract growers 
supplied 31 per cent of Honduran bananas 
while almost two-thirds originated from 
United Brand ami Standard Fruit corporate 
plantations. A mere 8 per cent was supplied 
by four peasant co-operatives producing 
under contract to Standard Fruit. 22 In 
Costa Rica, Del Monte contracts with 13 
growers (each in excess of 250 ha) which 
accounts for two-thirds of its banana supply. 
Ruth Rama in describing transnational ac¬ 
tivity in Mexican agriculture properly notes 
that US agribusiness exhibits a strong 
“preference for dealings with [local 
capitalist] farmers who are willing to invest 
in their holdings or the state” [1985:336]. 25 

A third pattern is small peasant contrac¬ 
ting usually with local, and sometimes 
foreign, merchants and processor-exporters. 
Njoro canners is a joint venture between a 
French company and local Kenyan mer¬ 
chants who contract with 15,000 small 
growers in western Kenya [Jaffee 1987], 
Three quarters of those under contract arc 
women who cultivate high quality green 
beans on tenth of an acre gardens in 
Kakamega, one of the most densely settled 
areas in Africa. Lebanese merchants in 
Senegal similarly purchase beans, melons 
and fresh vegetables for local supermarkets 
and Parisian markets from small peri-urban 
growers in the Cae Vert region, many 
of whom are loosely organised into 
‘groupements* or associations under the 
direction of a local village chief or an in¬ 
fluential merchant-trader situated within the 
Muslim brotherhoods. Among private enter¬ 
prises associated with horticulture, poultry 
and livestock which demand labour inten¬ 
sity and high quality standards, CF is 
typically less centralised, harnessing fewer 
growers and employing fewer resources to 
supervise and regulate production. 

The peasant component in contracting 
can be; in other words, little more than a 
rhetorical device to legitimate corporate in¬ 
vestment. Agribusiness concludes contracts 
only after a careful selection and screening 
process which privileges capitalised growers 
and small-scale agricultural businesses. An 
example of how peasant support is sacrific¬ 
ed at the altar of class interest is the Ubombo 
Ranches sugar scheme in Swaziland, a joint 
venture between Lonrho and the Swazi 
government. IWo-thirdi of outgrower out¬ 
put is supplied by white capitalist farmers 
and ‘advanced’ Swazi growers using wage 
labour [Tlickett 1977]. Similarly, Nestle’s milk 
suppliers in Chiapas, Mexico are stock 
farmers able to buy at least 20 head of im¬ 
ported cattle and to ingest heavily in ir¬ 
rigated lands and with smficient capital to 
finance additional sowing of pasture. The 
contract reflects neither a peasant-based nor 
an equitable association and the contract is 
in effect a subcontract between capitalist 
enterprises. 


On large outgrower schemes such as the 
African state-run tea and sugar schemes, 
growers are also markedly differentiated. In 
the Malawi Tfca Authority 10 per cent of tea 
growers reap 41 per cent of total revenues 
and the bottom 25 per cent only 3 per cent 
[Palmer-Jones 1987]; in the Kenyan sugar, 
tea and tobacco parastatals 10-15 per cent 
ofgrowers accounted for close to half of the 
output, systematically hiring in labour and 
land. Kenya’s Mumias sugar scheme employs 
a landholding threshold to screen growers 
which necessarily excludes landpoor 
households 24 as does the contractual 
obligation for Kenyan tobacco growers to 
finance a curing shed for the British 
American Tbbacco Company [Shipton 
1986J. There is a marked social division 
within the outgrower schemes between land- 
rich capitalist growers who employ wage 
labour and straddle public and private 
.realms, and a substantial middle peasantry 
who may earn investible surpluses but who 
depend largely on household labour. The 
possibilities for accumulation has con¬ 
tributed of course to land speculation, the 
emergence of absentee farmers, growing dif¬ 
ferentiation among the growers (and among 
regions), and the further marginalisation of 
poor peasants increasingly employed as 
casual labourers on the central estates and 
on the farms oflarge growers [Mblinyi 1988]. 

The Labour Process and the Logic of 

Contract 

For neo-classical economics and the 
scions of agribusiness, the contract is the 
embodiment of a laissez-faire mutuality. 
Freely entered, the contract allows growers 
to make better use of their specific en¬ 
dowments in imperfect markets and to ar¬ 
rive at combinations of income, effort, and 
risk reflecting their resources and tastes. 
Contracts are typically one year in duration 
but are enormously diverse in content and 
legal character. The logic of the contract 
rests, however, on a capacity to directly 
shape, regulate and discipline the production 
and labour processes of the grower. In the 
Mphelseni pineapple scheme in Swaziland 
owned by Libby’s [Levin 1986], and in the 
state-run Kibirigwe horticultural project in 
Kenya [Makanda 1984], the production 
management contract determines crop 
choices, rotations and all on-farm operations 
in a highly regimented work routine. Field 
operations are compulsorily performed by 
the companies own field labour force in the 
event of grower default, and the company 
retains the right of eviction if the provisions 
of the lease are contravened. In all forms of 
contracting in which the household is con¬ 
tracted (i e, the family enterprise is the unit 
of production), the contractor exploits a pea¬ 
sant ‘labour market’ rather than a class of 
rural proletarians. Thte grower lends to the 
production process labour power and pro¬ 
perty, while the contractor provides inputs, 
production decisions and holds title to the 
product. The contract embodies the extent 
to which the grower retains any measure of 


autonomy over work conditions and reftoeti: 
the legal control by the buyer over produc¬ 
tion and exchange. J 

In lauding the freedom of the contra^ 
CF advocates to obscure both the degree < 4 - 
economic compulsion and the power «#£ 
cised by the contractor. Authoritarian an4 
despotic forms of contracting control uiqrlr- 
conditions in a manner that renders house¬ 
hold labour in effect unfree. That U to Mftt 
labour is unfree in the sense that it is dbeCdjf. 
distributed, exploited and retained by' 
politico-legal mechanisms [Miles 1983].'. 
Nominally independent growers becOdM 
what Lenin called ‘propertied proletarians*,' 
cultivating company crops on allotments. • 
“We do not know how our canes go in or 
how the sugar comes out’’ remarked a 
Kenyan sugar grower, “we only, get money”. 
A woman Tanzania tea grower put it more 
succinctly; contract work, she said, is like 
"the big slavery" [Mblinyi 1988]. 

Poor peasants may, and indeed do, par¬ 
ticipate in contracting and some of the 
evidence from the African horticultural 
schemes indicate that in the short term the 
income effect may be substantial [Watts 
1987], Yet the risks for all peasant, growers 
are substantial. In a competitive world 
market, contracting is extremely volatile, 
subject to wide price swings and overproduc¬ 
tion. The boom and bust cycle, the ebbs and. 
flows of cash through the local peasant 
economy, and the deteriorating terms of 
trade makes for gross instabilities in income 
streams and little economic security in the 
absence of local markets for contracted pro¬ 
duce 25 Not least are the deleterious conse¬ 
quences of export contracting on local food 
security [Mblinyi 1988]. In spite of the ex¬ 
istence of contracts which stipulate the pro¬ 
portion of grower holdings to be devoted to 
subsistence crops (which serves to lower the 
reproduction costs of labour), food shor¬ 
tages are endemic and local cereal markets 
volatile, subject to wild seasonal price swings 
[Barclay 1977, Daddieh 1987], A study in a 
sugar growing area of western Kenya shows 
that substantial increases in income from 
sugar over a twenty-year period did not 
substantially improve the nutrition of 
women or pre-school children [Kennedy and 
Cogill 1987], Morbidity patterns and 
malnutrition remained high throughout the 
sugar belt (50-70 per cent of children and 
women are sick at any one tipe) and 
unstable food prices made for periodic food 
shortages and inflationary squeezes among 
the land poor and landless classes. Most 
studies in the Kenyan sugar belt note the fact 
that the growth and linkage effects of con¬ 
tracting have been negligible for peasants 
and field-workers alike [Allen 1983]. Less 
than 20 per cent of revenues stay in the 
region and much has been written about the 
social dislocation, especially prostitution 
and alcoholism, associated with the roller¬ 
coaster sugar market. 2 * “Sugar eats 
everything" is the refrain of Kenyan sugar 
growers, just as Kenyan tobacco is referred 
to locally as ‘bitter money”. 
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i Production Politics and Struogles 
i, over Contract: Manuixcturing 
P Consent or Dissent7 

I If bonuact production among peasants 
!f - aims to exploit non-wage household labour 
| through dense networks of dependence 
f and subordination, in what sense is a 
| disciplined labour force—a quiescent pee 
| sent workforce—actually produced? As 
| Marx asked of capitalism, can contractors 
I manufacture consent among peasants under 
hierarchical and coercive conditions in 
k which, unlike capitalism, surplus appropria- 
I tion is not obscured at the point of produc- 
! tion? Is the system self-reproducing and 
f. sdf-ditciplining? 

■ It seems clear that the contract emerges 
, ' as both a means of subordination and a 
: point of resistance. The asymmetry in con- 

* tnctual relations is contained in the fact that 
the company, through bailment provisions, 

i often retains legal title to crops and inputs 
» and temporary rights in the farmers’ land 
I and labour. In the case of debt and 
1 systematic failure to comply with contract 

* specifications, the company can evict and 
l dispossess even though the contract is quite 
1 frequently 'signed' by illiterate peasants and 
I hence popularly misunderstood. Quality 
t controls in particular are a source of com- 

< pany manipulation because contractors 
! regulate supply through arbitrary tightening 

< of produce standards and crop quality 
i typically emerges as an arena of enormous 
1 conflict and enmity [Scott 1984], It is also 
l not unusual for the contract to be abrogated 

entirely by the company; ALCOSA, for ex- 

* ample; a Guatemalan subsidiary of Hanover 
' Brands/Birdseye, contracted with 2,300 
> peasants in Chimachoy for cauliflower and 
C broccoli. In 1980 it unilaterally suspended 
c purchases when faced with a severe surplus 
[ leaving angry peasants with no alternative 

■ market, massive losses and little in the way 

• of food [Kusterer et al 1981]. 

I Contractual relations further subordinate 

■ growers to buyer-processors through ties of 
1 credit and debt. In spite of documented in- 
1 creases in income among capitalised growers, 

1 evidence from small asparagus and barley 
' growers in Peru (supplying breweries) and 

sorghum outgrowers in Colombia shows 
how peasants accumulate debt as rapidly as 
investible surpluses [Clapp 1988], The seeds 
of indebtedness often grow in the fertile soil 
of changing terms of trade between grower 
and buyer. In a state-run rice outgrower 
scheme in Cameroon (SEMRY), for exam¬ 
ple, grower dues (covering interest, produc¬ 
tion inputs, maintenance costs) increased by 
180 per cent between 1973 and 1980 while 
producer prices barely rose by 40 per cent 
[Tthala-Abina 1982J. The contract, to the ex¬ 
tent it ties the grower to the buyer or brokei 
through credit, carries the potential to 
transform the independent growers into 
bonded, propertied labourers. 

3fet the contract is also a source of tac¬ 
tical resistance for the grower. Growers 
themselves renegotiate and subvert the terms 
of the iontract within limits set in large part 
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by juridical and political relations. Produce 
may be adulterated (stones are added to pro¬ 
duce to increase weight), patronage and per¬ 
sonal ties are employed to illegally upgrade 
crops, and inputs intended for the contracted 
crop are diverted to other farms typically 
growing subsistence crops. Peasants may 
also abrogate the contract by selling produce 
in parallel or spot markets at higher prices. 
Such leakage prompted Nestle in Mexico 
and Asian vegetable contractors in Kenya, 
all of whom experienced crop loss because 
of the propinquity of urban markets, to 
subsequently relocate their operations to 
isolated, ‘backward’ growing regions in 
which commodity markets were undeveloped 
[Williams and Karen 1985]. 

In some respects these contractual 
infringements represent the cultural fashion¬ 
ing of a complex, albeit asymmetrical, 
reciprocity between grower and company; in 
short, a subtle cultural renegotiation of the 
contract (Asano-Thmanoi 1988]. But 
systematic leakage erodes company pro¬ 
fitability and raises the vexed question of 
contract enforcement and grower loyalty. 
Legal and property rights are difficult to 
police and enforce in many thisd world set¬ 
tings where local autonomy is strong and 
juridical apparatuses lack power and sanc¬ 
tion. It is not unusual for companies to sus¬ 
pend any faith in formal legal institutions 
and rely instead on painstakingly con¬ 
structed relations of trust, patronage, and 
traditional reciprocities—a moral economy 
of sorts—rather than the word of the law. 
In the final analysis, however, the capacity 
to evict, fine or discipline, the legitimacy of 
company claims, and the political space of 
grower resistance, is fundamentally shaped 
by the class and juridical power of the state. 
The experience of contracting in Africa sug¬ 
gests that land questions are so sensitive and 
the legitimacy of states so fragile, that litiga¬ 
tion or contractual renegotiation by private 
or state interests is potentially explosive. 
Strikes and boycotts by sugar growers in 
Kenya in 198S and bloody battles between 
peasants and the state on northern Nigerian 
irrigation schemes [Beckman 198S], suggest 
possibilities for collective action trigger jd by 
a common grower interest in resisting con¬ 
tractual subordination. 

Contract farming involves, then, in vary¬ 
ing degrees, control over, and resistance, to 
the household labour process. Growers are 
contracted as household units of production 
and the contract becomes the centrepoint of 
production politics [Burawoy 1983], that is 
to say the terrain on which the details of 
work conditions and surplus appropriation 
are fought out. In some cases, these strug¬ 
gles may be collectively resolved through 
grower organisations or co-operatives. 27 But 
the efforts to create a disciplined class of 
growers by the companies may also generate 
production politics of another sort, 
specifically tensions and contradictions 
within grower household themselves. This is 
especially the case where contracting in¬ 
troduces new technologies, and especially 
labour-intensive work routines. 2 * Put dif¬ 


ferently, the external contractual relation bet¬ 
ween grower and company demands that 
labour allocation and work obligations be 
effected, and resolved, within the family. 
These resolutions can be seen vividly in two 
irrigated rice schemes in The Gambia (the 
Jahaly-Pacharr project) and Cameroon 
(SEMRY). In both cases, double-cropping 
of rice was introduced under irrigated con¬ 
ditions which substantially expanded 
domestic labour demands. The contracts 
were signed between male heads of house¬ 
hold and management but women resisted 
the new (and unprecedented) .claims 
associated with two cropping cycles for rice 
production. Contracting thus animated 
domestic conflicts notably between bus- 
bands and wives In Man din ka and Vele 
households (Jones 1983, Watts and Carney 
forthcoming]. The contract in effect con¬ 
verted households, which are always sites of 
competing and conflictual Interests, into ter¬ 
rains of struggle over labour, property and 
customary reciprocities and obligations 
[Guyer and Peters 1983]. In Jahaly-Pacharr, 
some wives were directly compensated 
through a share of the rice crop (that is to 
say the external contract was internalised 
within the conjugal arrangement); in others, 
women withdrew their labour from the 
household with the result that heads of 
household experienced difficulty meeting the 
rigid work routines stipulated in the 
contract. 

Labour intensification and intra-> 
household conflicts associated with contrac¬ 
ting were also endemic in the SEMRY 
scheme. Jones [1983] shows how contracted 
rice production conflicted with upland 
sorghum production. Women again resisted 
new labour claims in such a way that the 
contract was actually given form and mean¬ 
ing through domestic bargaining and 
negotiation over domestic and conjugal 
obligations. Bassett [1986] working in nor¬ 
thern Ivory Coast refers to a redefinition of 
thp ‘working week’ by women in relation to 
the introduction of cotton, and Heald [1983] 
documents conflicts in the transition from 
segmentaTto unitary domestic structures in 
Tiso society associated with the growth of 
tobacco contracting in western Kenya. 

Many cases of peasant contracting il¬ 
lustrate what Ellen Wbod [1986] refers to as 
the head of household acting as the agent 
of his own exploiter. Acts to subordinate the 
household labour process (production 
politics) generates conflicts over who within 
the peasant unit will work under what con¬ 
ditions. Insofar as peasants enterprises are 
social structures in which property and 
patriarchy are at stake, the contract tends to 
generate gender and generational-based con¬ 
flicts between male hea9$ of household and 
junior members (i c, patriarchal and 
domestic politics)*How, and in what ways, 
this conflation of production and domestic 
struggles are resolved and negotiated is an 
open question. Three things are dear, 
however. First, in a fundamental sense in¬ 
complete contracts are always fashioned, 
negotiated and constructed locally as 
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cuKufalphenomenon. Second, a part of the 
fashioning of the contract will occur within 
the domestic arena as much as between 
grower and management. And third, the 
ability of the grower (typically the male head 
of household) to establish labour control 
within his family is a major determinant in 
whether the specificities of the grower 
management contract become a barrier to 
accumulation. 

Factories in the Fields?: Contract 
Farming and Global Fordism 

The deepening of contract production in 
agriculture bears striking resemblances to so- 
called neo-fordism or ‘flexible accumulation’ 
in sectors of industrial capitalism with a 
growing reliance on multiple outsourcing 
through industrial subcontracts [Scott and 
Storper 1985, Walker and Storper 1989). The 
genesis of non-fordist production strategies 
in some productive sectors signals a 
wider industrial restructuring—a new 
geography of production, switches from in¬ 
ert mechanical to' programmable electronic 
technologies, the recomposition of capital 
and labour, and industrial reorganisation 
such as vertical disintegration by firms— 
which takes different forms depending on 
the institutional characteristics of labour and 
capital. Large manufacturing firms may ver¬ 
tically disintegrate by deploying dense net¬ 
works of subcontractors or just-in-time 
delivery systems as a way of sustaining ac¬ 
cumulation in the face of heightened com¬ 
petition. The contract relation generally 
determines product features, technical 
specifications, price and technical or finan¬ 
cial support. 

The contract represents, in other words, 
a deepening of the division of labour exter¬ 
nal to the firm yet reintegrates control under 
dispersed conditions, industrial contracting 
is. as geographer Allan Scott [1983:243] 
observes, a “self regulating mechanism en¬ 
suring wage discipline and a method of 
balkanising the labour force”; it transfers 
labour demand from high wage, organised 
labour to outworking labour forces in secon¬ 
dary labour markets. The flexibility confer¬ 
red by the contract in the most extreme cases 
of industrial disintegration can eliminate 
centralised factory production altogether by 
the putting out of industrial work to in¬ 
dependent households. In the cases of ap¬ 
parel and textiles in Mexico City or 
Barcelona, contracting to women outworkers 
"spreads out over the city as if the city were 
a huge factory” (Casals 1985:142). What ap¬ 
pears as industrial deconcentration of pro¬ 
duction is in reality, however, the technical 
and social integration of dispersed producers 
and workers formally subordinated and con¬ 
trolled via credit and patterns of tied con¬ 
tracting [Harvey 1982, Massey 1984). 

The emergence of the world car and the 
diffuse factory have their agrarian counter¬ 
parts in the so-called ‘world steer’, in the cor¬ 
porate strawberries grown by Mexican 
sharecroppers in California and in the highly 


standardised Kenyah green beans 
embellishing Parisian dinner parties. These 
parallels reside in the integration of third 
world producers into industrial enterprises 
through contracting, standardised 
technologies and outputs for the world 
market, and non-equity forms of private and 
state control over production. New forms of 
integration and flexible organisation repre¬ 
sent a sort of ‘corporatism’. Like his in¬ 
dustrial counterpart, the farm contractor is 
able to reduce fixed costs (i e, land) and to 
disperse much of the price and/or produc¬ 
tion risks to the direct producers. w Like the 
putting out system in textiles, the farm con¬ 
tractor exercises direct and Indirect control 
over household labour. Because the peasant 
is paid in relation to quantity and quality 
there are fewer incentives to shirk since fami¬ 
ly members share in the profits. Under con¬ 
tract in centralised satellite systems, peasants 
work as de facto piece workers often labour¬ 
ing more intensively (i e, longer hours) and 
extensively (i e, using children and other non- 
paid household labour) to increase output 
or quality. 30 The basis of peasant contrac¬ 
ting is, in other words, sclf-expioitation. 

Unlike other industrial sectors, however, 
agricultural commodity production has 
biological and geographical peculiarities. 
Labour demand is shaped determined by 
biological growth processes and production 
time exceeds labour time. The capacity for 
self-exploitation among peasant growers and 
the biological basis of agricultural produc¬ 
tion suggests that capitalists need not engage 
directly in production as much as be capable 
of disciplining.and controlling peasant 
labour. Under contract, the technical divi¬ 
sion of labour and the overall production 
process is controlled, directly and indirect¬ 
ly, by the contractor over a dispersed and 
typically unorganised class of growers. 31 
Not only is the form of the crop influenced 
by what Massey [1984:109] calls the part- 
process hierarchy, but there is a formal 
subordination to, and subsumption by, 
capital. In the words of a Kenyan sugar 
grower, "our lives are tied to sugar”. 32 

The ever-deepening internationalisation of 
capital, coupled with the current GATT 
negotiations, would suggest that contract 
farming is likely to be of growing 
significance as a ‘smallholder strategy’. The 
recent arrival of Ftpsico in the Punjab, for 
example, and the promotion of non- 
traditional exports (fresh fruits and 
vegetables) for international markets in an 
environment of aggressive de-regulation and 
foreign investment in food processing [The 
Economic Times, July 6, 1992, p 6], is cer¬ 
tainly likely to encourage the employment 
of contracts in India. This sort of agrarian 
restructuring worldwide perhaps marks a 
new phase in the internationalisation of 
agriculture, and as such may be of equal 
significance—for the third world—to the im¬ 
portant shifts in post-war industrial 
capitalism marked by the debates over flex¬ 
ible accumulation and ‘post-modern 
capitalism’. 33 



[Critical comments were provided by Henry 
Bernstein, Ben Crow, Maureen Mackintosh and. 
Mary Beth Pudup. Some of the rcaevdt W, 
sponsored by the Institute for Development 
Anthropology; I am grateful for the a ss i s t a nc e, 
and comments or Peter Little, Steve Jaffee and 
Judith Carney. Additional support was prpvk!-/ 
ed by a Berkeley Working Group on Contra 
Farming including Alex Clapp, George Hewfcr- r 
son Lucy Jarosz, and Jorge Lizaraga.) 

1 Hog production in the US was quite red*- v 
tant to contracting until the deepening of 
the farm crisis in the 1980s. The fiscal crisis 
after 1982 created the opportunity for cor* 
poratc contractors to capture overcapitalised 
and heavily indebted hog growers. 

2 Between 1950 and 1981 the acreage devoted 
to contracting of fruit and vegetables in the. 
Bajio increase by 300 per cent-fVbung 1987], 

3 Following FitzSimmons [1984:337) in¬ 
dustrialisation refers to changes in the 
labour process and in relations between 
capital and labour within the firm, but by 
industrial sector and region. This is akin to 
the notion of appropriation supplied by 
Goodman, Sorj and Wilkinson (1987). 

4 Corporate refers not to a capitalist industrial 
enterprise but to the complex institutions 
which link growers and contractors into 
dense social networks. The contractor may 
indeed be corporate (in (he narrow sense of 
a foreign or local agribusiness) but quite fre¬ 
quently is a state or parastatal enterprise or 
some form of merchant’s capital (buyen- 
exporters-lraders). 

5 One strand of the literature has focused on 
the internal organisation of the firm, 
another on the workings of the labour 
market and to a lesser extent on finance and - 
services. This literature has been central to , 
the new industrial geography, especially Um 
work of Allen Scott (Scott and Storper 
1985). 

6 The neo-classical literature on share; labour 
and tenancy contracts—specifically focus¬ 
ing on efficiency and risk characteristics and 
contract specification—is huge but general¬ 
ly argues that (he choice of contract max¬ 
imises the gain from risk dispersion subject 
to transaction costs. See Binswanger and 
Roscnzweig 1984. For a different Marxist 
view See Pearce 1983. 

7 Ball [1987] estimates that (he number of 
contractors increased by 50 per cent betvwen 
1950 and 1985 in British agriculture. In 
California there has been a 74 per cent rise 
in farm labour contractor employment over 
the period 1978-1987 (Vandcman, 1968], 

8 1 am grateful to Mary MacDonald for this 
information. 

9 Mtghell and Jones [1963) provide a simple 
taxonomy distinguishing between market- 
specification contracts (future-purchase, 
agreements), resource-contracts (growers arc 
provided seed, credit and technology) and 
production contracts (in which (lie labour 
process is determined, controlled and 
supervised). 

10 In Japan for example 25 per cent of all rice 
production is contracted [61st Statistical 
Yearbook , ministry of agriculture, Japan, 
1986-1987) and contractual relations 
between growers, co-operatives and business 
is widespread [M Asano-lhmanoi, 1988). 
For western Europe see Tkrry Maradenet 
al (1988). 

11 Vertically integrated corporate agri¬ 
businesses only account for 7.4 per cent of 
US farm output. 
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12 Some of the earliest contracting in the US 
emerged half a century ago m the vegetable 
canning industry as processors mounted a 
campaign for ulcrly marketing' in the face 
of volatile supply. Commodities such as 
fresh milk, potatoes and many horticultural 
crops are dominated by contract produc¬ 
tion. Sec S Sporleder 1983; J Wilson 1986; 
M Watts 1987. 

13 In some cases, for esample lettuce produc¬ 
tion by grower-shippers in California, these 
agro-industnal complexes are capitalist, cor¬ 
porate and transnational. In others, for 
example sharecropping of rice in California 
by heavily capitalised rarnily enterprises, 
capital relates indirectly to production 
through processes of appropriation (the 
conversion of rural production processes 
into industrial products and services by 
agro-industrial and financial capitals) 

* 14 A controversial 1989 study by the Institute 

for Southern Studies ol the US poultry sec¬ 
tors refers to the plight of poultry growers 
as a form of 'slavety' See Soul hern 
Exposure, XVII, No 2, 1989. also New Yin l 
Times, July 30. 1989 

15 This raises an impoitanl theoretical point 
about the persistence of petty commodity 
production under capitalism, peasants ate 

> not, in the shorl term, doomed to be 

' capitalism’s victims but may till spaces 

manufactured m the course ol capitalist 
development To use Myden's (1980) 
language, peasants can be ‘captured’ in a 
variety of ways—contracting is one form of 
subsumption or capture by capital- which 
nonetheless radically restructures the pea 
sanl economy. 

16 In the early 1980s, USAID commissioned 
through its Bureau of Private Fntcrprive, a 
study of agribusiness and the small farmer 
conducted by the Business International 
Corporation. Many of its case studies 
discuss contracting as a glowing testament 
10 the notion of a dynamic partnership bet¬ 
ween capital and peasant producers Sec 
R Karen and S Williams 1985. 

17 The CDC is a Bntish financial instiiulion 
active in promoting contracting since the 
1950s; it currently sponsors 14 schemes 
(7,00,000 ha) embracing 6,00,000 small¬ 
holder growers of sugar, tea. coffee and 
palm oil. 75 per cent are combinations of 
centralised estates, peasant outgrowers and 
a central processing unit See CDC 1984. 
The World Bank has focused on outgiower 
tree crops (tea, cocoa, oil palm) and new 
lands settlement projects (van de Iaar 
1980); 50 per cent of the projects are 
African. 

18 Large public-sector CF schemes typically 
have some equity holding by transnational 
capital and the project may be managed by 
agribusiness. The Kaleva Smallholder Sugar 
Company in Zambia is owned by Zambia 
Sugar (a parastatal), Barclay's Bank, the 
Commonwealth Development Corporation, 
and the Development Bank of Zambia and 
is managed by the British Conglomerate, 
Thl» ajid Lyle. 

19 Labour intensive crops such as broccoli can 
be grown competitively in Mexico, par¬ 
ticularly if yield differentials between 
Mexico and California arc limited, if 
California farm labour is relatively expen¬ 
sive, unionised and militant and when US 
growers do not actively lobby for trade pro¬ 
tection against foreign producers (cf the 
conflict between Florida and Mexican 
tomaioe growers in the 1970s). 

20 These commodities are usually associated 
with specific technical conditions of pro¬ 


duction and processing, and labour inten¬ 
sive growing practices. Green tea must be 
processed within eight hours, sugarcane 
must be harvested promptly to meet 
moisture requirements for crushing, and 
tree crops with long gestation periods 
require labour intensive care. See Minot 
1986 

21 See A Clapp, 1988; Watts 1989; Watts 1987. 

22 This shows clearly how contracting to 
smallholders may fulfil a largely ideological 
function for large capital. Texaco, for 
example, has made much of its commitment 
to the small peasant and to Africa's food 
problems in its Texagri scheme (contracted 
cassava production fof dried meal) in 
southern Nigeria. The 141 small peasants 
constitute only one quarter of the dried 
cassava 'gart' production, the remainder 
from a large estate. Nigerians believe the 
gart to be unpalatable and in 1986 it was 
being given away at Texaco gas stations in 
Nigeria. 

23 Mares 11988] shows that these growers con¬ 
stitute a powerful lobbying group in then 
own right and are able to extract substan¬ 
tial subsidies from the Mexican stale (water, 
inputs) 

24 The Miwani sugar mill in Kenya contracts 
to 80 growers holding 20 ha or more and 
160 smallholder cane growers with less than 
15 ha 

25 Jaffee |I987] notes that input costs for green 
bean growers in Kenya rose by 77 per cent 
between 1982 and 1986 while bean prices 
only rose by 29 per cent Women contrac¬ 
tors were too isolated to make use of the 
Nairobi spot market. In the state-run 
SEMRY rice project in Cameroon, input 
prices increased four times as fast as rice 
prices flchala-Abina 1982) belween 1973 
and 1980 

26 Wuh ihe recent collapse ol the world sugar 
market, Kenyan contractors have been badly 
hit Growers have frequently not been paid 
their full returns by management, some 
contracting schemes have reduced produc¬ 
tion, and in 1985 angry growers boycotted 
the Ramisi factory in Coastal Province, 
Kenya (Daily Nation, 8/15/85). Jalfee 
[1987) documents the extraordinary inter¬ 
annual and intra-seasonal price fluctuations 
in ihe horticultural sector. 

27 Unlike Ihe well organised capitalist growers 
in northern Mexico, very few peasant 
growers have formal organisations. I hose 
few schemes with long-standing grower 
organisations- for example; ihe Kenya Tea 
Development Authority —have little or no 
impact on price, policy and project 
organisation 

28 Tobacco is ihree to five times more labour- 
intensive per unit than hybrid maize in 
western Kenya [Shipton 1986); contracted 
irrigated rice production in The Gambia 
increased annual farm work'by 60 per cent 
(Watts and Carney, forthcoming). 

29 T he chairman of British American Tobacco 
Company pointed out that "the dispersal 
of growing helps protect us from the 
vagaries of weather” cited in K Currie and 
L Ray 1986, p 473. 

30 It has been estimated that in the case of east 
African tea - like other contracted crops, an 
extremely labour-intensive crop—the actual 
grower return to labour (estimated aiy4*n 
on average, 2000 hours per acre per year) 
than the wage paid to estate labourers 
(who are seen to be among the most 
exploited of the rural poor). 

31 Almost no contracting schemes have official 
grower representation, institutional means 


for price determination, tor tike ability for 
growers to own equity in the company. The 
British American Tobacco Company has 
recently threatened to withdraw from Kenya 
if its growers are organised in co-operatives. 
USAID sees its Guanichias co-ops which 
contract for Standard Fruit in Guatemala 
as model democratic institutions, yet they 
are heavily funded as political showcases. 
The co-ops are paternalistic and stand much 
publicised alternatives to militant and 
self-run peasant organisations. See C 
McCommon et al, 1985. 

32 Cited in Barclay, 1977. 

33 These debates are documented in David 
Fiarvey, The Condition of Postmodernity, 
Oxford, Basil Blackwell, 1990. 
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f Orientalism and After 

I Ambivalence and Cosmopolitan Location in the Work 
\ of Edward Said 

■ Aija/. Ahmad 

| 7 Joined primarily in the classical mould of scholarship in comparative European literatures, in a milieu dominated 

by Auerbach and Spitzer, the German comparatists who had given to the discipline its stamp of high humanism 
of a very conservative kind, Edward Said's attempt to assemble a narrative of European humanism’s complicity 
in the history of European colonialism lapses into ambivalences. Faced with the problem of identifying some 
sort of agency that might undo the centuries-old link between the narratives of high humanism and the colonial 
project Said posits the most ordinary and familiar values of humanist liberalism — humanism-as-ideality is invok¬ 
ed even ay humanism-as-history is unequivocally rejected. This ambivalence is further complicated by the im- 
). possible reconciliation which Said tries to achieve between that humanism and Foucaultian discourse theory which 
is inseparable from Nietzschean anti-humanism and the currently dominant anti-realist theories of representa- 
f tion. This essay argued from a Marxist perspective offers a critique of Said on fundamental issues of theory and 
history. 


It needs to be said that criticism modified 
in advance by labels like ‘Marxism' or 
‘liberalism’ is, in my view, an oxymoron 
The net effect of ‘doing’ Marxist criticism 
or writing at the present time is of course 
to declare political preference, but it is also 
to put oneself outside a great deal of things 
going on in the world, so to speak, and in 
other kinds of criticism 
[Edward W Said, The World, The Test and 
The Critic, pp 28-29] 

I HAVE written critically of Fredric 
Jameson in the past, ' and substantial por¬ 
tions of what follows shall be highly critical 
of Edward Said, One reason simply is 
that with the passing away of Raymond 
Williams, Jameson and Said now are 
possibly the most significant cultural critics 
writing in the English language for the kind 
of work 1 do in this area, and 1 can scarcely 
find my own thought without passing 
through theirs. Disagreeing with Jameson 
had been easier. Writing from a Marxist 
position, 1 naturally share identifiable points 
Of theoretical departure with Jameson even 
when—especially when—disagreements are 
on the most basic issues. Said is different in 
this regard. I disagree with him so fun¬ 
damentally on issues both of theory and of 
history that our respective understandings 
of the world—the world as it now is, and 
as it has been at many points over the past 
two thousand years or so—are simply ir¬ 
reconcilable, which then leads, inevitably, to 
differences of local interpretation and local 
reading so numerous that no one article can 
possibly name them all. 

These differences, both the general and 
the particular, are in any case the smaller 
part of my difficulty in writing about 
Edward Said. Much the larger difficulty 
resides, rather, with my sense of solidarity 
with his beleaguered location in the midst 
of imperial America For, Edward Said is not 
only a cultural critic he is also a Palestinian. 
Much that is splendid in his work is con¬ 
nected with the fact that he has tried to do 
honour to that origin; and he has done so 


against all odds, to the full extent of his 
capacity, by stepping outside the boundaries 
of his academic discipline and original in¬ 
tellectual formation, under jno compulsion 
of profession or fame, in no pursuit of per¬ 
sonal gain, in fact at frightening risks to 
himself, including threats of assassination. 
Said has decided to live with such risks, and 
much honour—very rare kinds of honour- 
attaches to that decision. How does one 
then, register one's many disagreements from 
within this solidarity? For some years I have 
felt that one simply could not do that, that 
dissenting speech might be a betrayal of that 
solidarity. More recently, though, 1 have 
come to believe that such a position of willed 
neutrality is politically wrong, morally in¬ 
defensible. Said, after all, continues to pur¬ 
sue his vocation in circumstances given to 
him. Those of us who admire his courage 
and yet disagree with him on substantive 
issues also have to carry on our own critical 
, pursuits—as if that gun, trained at him, was 
not there. Suppression of criticism, l have 
come to believe, is not the best way of 
expressing solidarity. 

I 

About the sense of that place, the ques¬ 
tion ol that origin, Said has also written 
directly: notably in his two books, The Ques¬ 
tion of Palestine 2 and After the Last Sky,’ 
and in numerous articles. But the awareness 
of it is there—at nines only on the margins, 
in some places very much foregrounded, and 
increasingly so with the passage of lime— 
in many of the writings that have followed 
the publication of Orientalism in 1978. 4 It 
is likely, in fact, that when the dust of cur¬ 
rent literary debates settles, Said's most en¬ 
during contribution shall be seen as residing 
neither in Orientalism, which is a deeply 
flawed book, nor in the literary essays which 
have followed in its wake, but in his work 
on the Palestine issue, e g, his seminal essay 
'Zionism from the Standpoint of Its Vic¬ 
tims’ 5 the superbly-inflected prose which he 


contributed alongside Jean Mohr’s photo¬ 
graphs in After the Last Sky, and generally 
the role he has played, with unrivalled energy 
and much salutary effect, in re-dcfining the 
issue of Palestine national liberation for 
western, especially American, intelligentsias. 
Even though the latter parts of The Ques¬ 
tion of Palestine were much weaker, one 
could see that in Said’s own intellectual 
biography and in the history of his sen¬ 
timents, the writing of Orientalism had been 
in some ways a preparation for the writing 
of that essay, on ‘Zionism from the Stand¬ 
point of Its Victims'. One was in a sense 
grateful for that preparation, that will to set¬ 
tle the rage within, as much as possible, so 
that he could then speak, with scholarly 
precision and measured eloquence, about 
that most difficult place inside the self where 
the wound had once been, where the pain 
still was. And because one had already read 
Orientalism, the composure that Said had 
gained, the scruple he was now able to 
exercise, was all the more striking. 

Orientalism marks such a radical break 
in Said’s own intellectual career precisely 
because the writing of this book was an 
attempt at coming to terms with what it 
meant for him to be a Palestinian living and 
teaching in the US, armed with not much 
more than a humanist intellectual training, 
a successful career as literary critic, and a 
splendid mastery over wide areas of Euro¬ 
pean literary textuality. As he put it in the 
‘Introduction’: 

‘My own experience of these matters is in 
part what made me write this book. The life 
of an Arab Palestinian in the West, par¬ 
ticularly in America, is disheartening... The 
web of racism, cultural stereotypes, political 
imperialism, dehumanising ideology holding 
in the Arab or the Muslim is very strong 
indeed, and it is this web which every 
Palestinian has come to feel as his uniquely 
punishing destiny. 6 

That is one part of the purpose: to make 
manifest the many strands and histories of 
this ‘web’ confronting the Palestinian. But 
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»a lijisaily personal and more nuanccd 
undertaking was announced, with the aid of 
a quotation from Gramsci, two pages earlier 
(P 25): 

In the Prison Notebooks Gramsci says: "The 
starting-point in critical elaboration is the 
consciousness of what one really is, .. .as a 
product of the historical process to date, 
which has deposited in you an infinity of 
traces, without leaving an inventory!’ The 
only available English translation inex¬ 
plicably leaves Gramsci’s comment at that, 
whereas Gramsci's Italian text concludes by 
adding that “therefore it is imperative at the 
outset to compile such an inventory”. ... In 
many ways my study of Orientalism has been 
an attempt to inventory the traces upon me, 
the Oriental subject, of the culture whose 
domination has been so powerful a factor in 
the life of all Orientals. 

This passage from Gramsci seems to have 
meant a great deal to Said, for it reappears 
at the beginning of his ‘Zionism’ essay. 
Several aspects of these two passages should 
therefore detain us. The first is that this was 
the first time in Said's writings (hat his 
persona) voice had intruded so sharply, was 
positioned so centrally, in the definition of 
his scholarly project. As one returns today, 
some 20 years later, to Said's first two books, 
the one on Conrad and Beginnings, 1 one 
notices the early mastery of style but one 
is also struck, from today’s vantage point of 
the tone of Orientalism, by the essentially 
cerebral character of that earlier prose, by 
the fact that not much more than the mind 
is engaged, and the mind then seemed ac¬ 
tually to have believed that,-when it comes 
to intellectual inquiry, 'even in the human 
sciences, nothing other than the mind need 
be engaged. The emphasis here, by contrast, 
on one’s own "uniquely punishing destiny” 
and the intent, then, to prepare an “inven¬ 
tory” of the traces—wounds, one might 
say—that the destiny has inflicted upon 
oneself, announces the emergence of a very 
different kind of prose, more personal and 
palpable, in which erudition is poised more 
or less precariously against the polemical 
verve. 

But, why should this “inventory” of traces 
take the form of a counter-reading of the 
western canonical textualitics, mainly in the 
cognate areas of literature and philology, 
from Greek tragedy onwards? The reason 
was again a personal one, though it was 
really not connected with being a Palesti¬ 
nian. Said had been trained primarily in the 
classical mould of scholarship in com¬ 
parative European literatures, in a milieu 
dominated by Auerbach and Spitzer, the 
German comparatists who had given to the 
discipline its stamp of high humanism of a 
very conservative kind, more or less tory in 
orientation. It was the ghost of this precise 
canonicity which had to be laid to rest. The 
particular texture of Orientalism, its em¬ 
phasis on the canonical text, its privileging 
of literature and philology in the constitu¬ 
tion of ‘Orientalist’ knowledge and indeed 
the human sciences generally, its will to 


portray a ‘west’ which' has been the same 
from the dawn of history up to the present, 
and its will to traverse all the main languages 
of Europe—all this, and more, in Orien¬ 
talism derives from the ambition to write a 
counter-history that Could be posed against 
Mimesis, Auerbach’s magisterial account of 
the seamless genesis of European realism 
and rationalism from Greek antiquity to the 
modernist moment. If there is an absent 
anti-hero in Said's own counter-classic, it is 
Eric Auerbach. If Auerbach began with 
Homer, Said too must begin with Greek 
tragedy; and a special venom must be reserv¬ 
ed for Dante because Dante, after all, is the 
hero of Auerbach’s account. But ghosts of 
that kind are not so easily laid to rest, pro¬ 
vided that you are sufficiently possessed by 
them.“Over the past decade or so, Said has 
recounted, most poignantly, over and over 
again, in several different texts, that moment 
in Auerbach’s life when he, a refugee from 
fascism, sat in his lonely corner in Istanbul, 
cut off from the European libraries of 
classical and romance languages, and wrote 
Mimesis, his loving summation of his 
beloved humanist knowledge of European 
literature at a time when he thought that the 
tradition itself was at the point of vanishing. 
In this narrative, to which Said returns again 
and again, Auerbach is the emblem of 
scholarly rectitude, a lone figure defending 
humanist value in the midst of holocaust, 
a scholar in the finest sense; also a surrogate 
figure, because this figure of an ultimate 
scholar writing his masterpiece in exile has, 
for Said, tl*: stateless Palestinian and the 
ambitious author of Orientalism, a very 
special resonance. Outside this particular 
narrative of personal desolation and 
perseverance, however, Auerbach is also the 
master of European knowledge against 
which the counter-knowledge of Orientalism 
is assembled. 

This paradoxical relationship with 
Auerbach, the individual master, is played 
out on a much more complex scale, in an 
equally paradoxical relationship with high 
humanism as su£h. In the field of cultural 
studies. Said is our most vivacious narrator 
of the history of European humanism's com¬ 
plicity in the history of European col¬ 
onialism. The global history of humanism 
doubtless includes much besides that com¬ 
plicity, and it is ot course eminently arguable 
that this narrative of the convergence bet¬ 
ween colonial knowledges and colonial 
powers simply cannot be. assembled in 
cultural studies as such, because histories of 
economic exploitation, political coercion, 
military conquest play the far more con¬ 
stitutive part; those other histories are the 
ones which provide the enabling conditions 
for the so-called ‘orientalist discourse’ as 
such. But that argument we shall for the mo¬ 
ment ignore. What is far more significant 
is that after Said has assembled the whole 
narrative of European literature, from 
Aeschylus to Edward Lane, as a history of 
literature's complicity in inferiorisation of 
the ‘orient’, and after he has identified the 


enlightenment itself as an unified trglectSHfrjj 
and master sign, of both orientalism 
colonialism, he is of course faced with Imf 4 
problem of identifying some sort of agency. J 
that might undo this centuries-old tie 
ween narratives of high humanism andTOtj^ 
colonial project. At this point, we discwffcl 
a peculiar blockage, for what Said not#.; 
posits are the most ordinary, the mo#f$ 
familiar values of humanist liberalit»&:| 
namely, tolerance, accommodation, cultun$ \ 
pluralism and relativism, and those insistent- i 
ly repeated words: sympathy, constituency*;? 
affiliation, filiation. What is remarkable!’ 
about this at times very resounding affirma-'l 
tion of humanist value is that humanisra- 
as-idcality is invoked precisely at the time,] 
when humamsm-as-history has been rejected j- 
so unequivocally. 

These ambivalences about Auerbach and ’ 
about humanism in general were pro- 4 
blematic enough, but they were then com- i; 
plicated further by the impossible' 
reconciliation which Said tries to achieve bet¬ 
ween that humanism and Foucault’s ; 
discourse theory, which no serious intellec- , 
tual would want to use simply as a method -i 
of reading and classifying canonical books «' 
because the theory itself is inseparable from ? 
Nictzchean anti-humanism and the currently i 
dominant anti-realist theories of represen¬ 
tation. The invocation of Foucault as the ' 
conceptual mentor wc encounter early in the 
book (p 3), as soon as Said is done with his : 
three definitions of the object, orientalism, 
as such: ' 

1 have found it useful here to employ Michel | 
Foucault's notion of a discourse, as describe > 
ed by him in The archeology of Knowledge ' 
and in Discipline and Punish, to identify 
Orientalism My contention is that without ,, 
examining Orientalism as a discourse one' ■ 
cannot possibly understand the enormously - 
systematic discipline by which European ■ 
culture was able to manage—and even 
produce—the Orient politically, sociological¬ 
ly, militarily, ideologically, scientifically, and 
imaginatively during the posiFnlightenment 
period. 

This sense of affiliation with Foucault re- >. 
mains strong throughout Orientalism, and , 
the prose of the book is replete with 1 
Foucaultian terminology: regularity, discur- : 
sive field, representation, archive, epistemk' J 
difference, etc And vet one is not quite sute - 
what the relationship of Said’s thought with , 
Foucault’s really is.’ Foucault surely knew >•' 
how to be allusive, but underneath ail his >; 
multiple enunciations one knows exactly 
w hat his agreements and disagreements with. < 
Marxism actually have been. His first and 
irreconcilable difference is that he locates 
Marx firmly within the boundaries of what 
he calls the ‘western episteme’; in its 
epistcmic construction, he says, the thought 
of Marx is framed entirely by the discourse 
of political economy as this discourse is , 
assembled within that episteme. 10 From this 
purported philosophical difference, then, \ 
follows his equally clear disagreement with f 
Marx on the issue of the principle that might < 
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r govern historical narrativisation; he radically 
denies that narratives of history can be 
« assembled at the twin sites of the state and 
7 economic production, which he deems to be 
i the exclusive originating sites of Marx's 
| historical narrative. I shall not here examine 
these preposterous propositions of Foucault, 
I because 1 am at the moment interested only 
i v in the form of Foucault's resurfacing in Said’s 
thought. For, after disagreeing with Marx 
on these fundamental premises, Foucault 
then goes on to specify both the spatial 
limits and the temporal constitution of the 
I episteme he is engaged in. He insists that it 
| is a western episteme; about the rest of 
I . humanity he makes no claims of knowledge, 
i ] Second, he locates the constitution of this 
[ i episteme, historically, in the processes that 
,4 range from roughly the 16th century to the 
, 18th. Foucault always sidesteps Marxisrtcr- 
' urinology, but he knows what he is talking 
'■> about, namely, that emergence of bourgeois 
-i society which spans from primary ac- 
'■» cumulation up to the first industrial 
, revolution. With the exception of Histoire 
7 de la folic, which he finished before work- 
’ ing out his philosophical system in what 
■t became The Order of I lungs and The 
i Archeology of Knowledge —with the exccp- 
tion of that one book, all the narratives he 
had assembled before 1978, especially the 
one in Discipline and Punish, which Said 
here specifically mentions— all begin in that 
crucible of bourgeois beginnings. The 
; episteme is western because it is located in 
a transition that occurred specifically in 
Europe, and the narrative of incarceration 
and surveillance which Foucault assembles 
and Said invokes is designed, precisely, to 
demarcate the boundary between the anden 
regime and the modern. 


y Said uses Foucauitian terms as discrete 
elements of an apparatus but refuses to ac- 
■ cept the consequences of Foucault’s own 
77 mapping of history, if Foucauitian pressures 
j 1 ; force him to trace the beginnings of the 
1 'Orientalist discourse’ from the 18th ceniury 
or so, the equally irresistible pressures of 
Auerbachean high humanism force him to 
’ trace the origins of this very ‘discourse’, in 
i the conventional form of a continuous Euro- 
, pean literary textuality, all the way back to 
ancient Greece. In a characteristic move. 
Said refuses to choose and, as we shall 
demonstrate below, he offers mutually in¬ 
compatible definitions of ‘orientalism’ so as 
to deploy both these stances, the Fbucaultian 
and the Auerbachean, simultaneously. Now, 
* the idea that theri could be a discourse-r 
that is to say, an epistemic construction- 
traversing the whole breadth of ‘western’ 
history and textualities, spanning not only 
1 the modern capitalist period but all the 
f t preceding pre-capitalist periods as well, is 
not only an un-Marxist but also a radically 
. un-Foucaultian idea. The Foucault of 


Discipline and Punish simply would not 
| f accept that there is any kind of integral rela- 
| tionship between ancient Greek and modern 
I; Western Europe, except that post-renaissance 


re-ioo 


Europe begins to trace its lineage, in a more 
or less fantastic manner, from that antiquity 
while reversing most of the presuppositions 
prevailing in that antiquity. And, Foucault 
never speaks of a fully fledged discourse 
prior to the 16th century because what he 
calls ‘discourse’ presumes, as co-extensive 
corollary, a rationalism of the post-medieval 
kind, alongside the increasing elaborations 
of modern state forms, modem institutional 
grids, objectified economic productions, 
modern forms of rationalised planning. 
Said’s idea that the ideology of modern im¬ 
perialist Eurocentrism is already inscribed 
in the ritual theatre of Greek tragedy—or 
that Marx’s passage on the role of British 
colonialism in India can be lifted out of the 
presuppositions of political economy and 
seamlessly integrated into the trans-historical 
orientalist discourse—is not only ahistorical 
in the ordinary sense but also specifically 
anti-Foucaultian in a methodological sense 
And, from the 18th century onwards at least, 
Said traces the powers and densities of the 
‘Orientalist discourse’ directly to what 
Foucault would designate as so many sites 
of the slate—the Napoleonic invasion of 
Egypt, the French occupation of North 
Africa, the Anglo-French rivalries in the 
Levant, and so on—which Foucauitian posi¬ 
tions would disqualify as constitutive sites 
of discourse. I do not normally agree with 
most of what I find in Foucault, but 1 must 
recognise that Foucault was on such ac¬ 
counts by and large careful in his procedures. 
It is not for nothing that Foucault never con¬ 
structed the history of any discourse on the 
basis of master texts; Freud's psychoanalytic 
procedure has no privilege in Foucault’s 
thought over the country priest who super¬ 
vises the Catholic girl's confession. He 
always distinguishes discourse from 
canonical tradition, from mentality, from in¬ 
stitution. His philosophical distinction bet¬ 
ween discursive regularity and personal 
statement, his historiographic preoccupation 
with specifying the form and boundary of 
discourse, his lelusal to collapse one 
discourse inio another—the discourse of in¬ 
carceration into the discourse of sexuality, 
for example - ate fundamental to his 
thought, and the prolixity of his prose stands 
in direct contrast to the austerity of his 
boundaries. Said observes none of those 
austerities. 

One of the most rigid boundaries in 
Foucault’s thought was drawn against 
humanism as such, which he retained until 
the last couple of years of his life, when there 
were some glimmerings of recantation. On 
this count, most especially, Said’s procedures 
of 1978 are radically anti-Foucaultian and 
are taken d'rectly from the high humanist 
traditions of comparative literature and 
philology, which have shaped his narrative 
method as well as his choice of texts. For, 
it is the proposition of this alternative, 
humanist tradition that (a) there is an 
unified European/western identity which is 
at the origin of history and which has 


shaped this history through Its thought ami 
its texts; (b) this seamless and unified history 
of European identity and thought rum from 
ancient Greece up to tile end of the 19th cen¬ 
tury and well into the 20th, through a 
specific set of beliefs and values which 
remain eternally the same, only getting more 
dense; and (c) that this history is immanent 
in, and therefore available for reconstruction 
through, the canon of its great books. Said 
subscribes to the structure of this idealist 
metaphysic even though he obviously ques¬ 
tions the greatness of some of thosCgreat’ 
books. He duplicates, in other words, all 
those procedures even as he debunks the very 
tradition from which he has bo flowed the 
procedures. Said’s narrative here presumes, 
as Auerbach presumes, that there is a line 
of continuity between Aeschylus and the 
modern European; that this sense of con¬ 
tinuity was itself fabricated in post- 
Renaissance Europe is something neither 
Auerbach nor Said tin Orientalism at any 
rate) would question. Like Auerbach, Said 
too is preoccupied with the canonical author, 
with tradition, with sequential periodisation. 
Auerbach rinds humanist value in those 
books, Said finds only a lack; but both look 
for the same values, in the same books—or 
at least the same kind of books. He 
denounces with Foucauitian vitriol what he 
loves with Auerbachian passion, so that the 
reader soon begins to detect a very personal 
kind of drama getting enacted in Said’s pro¬ 
cedure of alternately debunking and prais¬ 
ing to the sky and again debunking the same 
books, as if he had been betrayed by the ob¬ 
jects of his passion. This way of alternating 
between inordinate praise and wholesale re¬ 
jection was to endure far beyond Orien¬ 
talism. For a more repent exercise of this 
procedure, the essay on Kipling may be 
cited," where the criticisms of Kipling 
which Said offers are unsurprising since he 
only repeats, without acknowledgement of 
course, what has been said often enough by 
numerous critics on the left, but those 
familiar criticisms are then combined with 
surprisingly high and unwarranted praise for 
Kipling as a ‘master stylist’ so ‘great’, we are 
told, that 

as an artist he can justifiably be compared 
with Hardy, with Henry James, Meredith, 
Gissing, the later George Itliot, George 
Moore, Samuel Butler. In France, Kipling's 
peers are Flaubert and Zola, even Proust and 
the early Gide. 

The list of novels with which Kim is then 
solemnly compared includes Sentimental 
Education, The Portrait of A Lady, and Way 
of All Flesh. It is not entirely clear why a 
minor novel, which owed its wide circula¬ 
tion only to colonial currency, has to be thus 
elevated—and made worthy of the attack- 
before getting knocked down. 

The issue of trying to reconcile Auerbach 
with Foucault is indicative in any case of a 
whole range of problems that are at once 
methodological, conceptual as well as 
political. For, Said’s work is seif-divided not 
only between Auerbachean high humanism 
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Nietzche I wilt take up liter), but also bet¬ 
ween a host of irreconcilable positions in 
cultural theory generally, from the most 
radical to the most reactionary, ranging alt 
the way from Gramsci to Julien Benda, with 
Lukacs and Croce and Mathew Arnold in 
between. This 1 should want to illustrate with 
some comments on Benda, whom Said has 
often praised as one of the exemplary 
intellectuals of this century. That Benda, a 
man possessed by notions of high aesthetics, 
would come in for that kind of praise is 
perhaps not entirely surprising, given Said's 
original training, his preference for high 
canonicity, and the aestheticist claim of 
being located beyond all ‘isms’. What is far 
more surprising is Said's habit of equating 
Benda with Gramsci, which is I suppose one 
way of domesticating the revolutionary con¬ 
tent of Gramsci's thought. One does not 
have to read far into Treason of the Intellec¬ 
tuals 12 to see (a) that the ‘treason’ that 
Benda speaks of Is none other than the in¬ 
tellectuals’ participation in what he calls ‘the 
political passions’; and (b) that ‘class pas¬ 
sions’ and ‘racial passions’ are for him 
among the worst, so that ‘anti-semitism’ and 
‘socialism’ are said to be equally diabolical, 
while ‘the working classes who even in the 
middle of the 19th century, felt only a scat¬ 
tered hostility for the opposing class’ are 
castigated because in Benda’s own time 
(i e, 1920s) *they form a closely-woven fabric 
of hatred from one end of Europv to 
another’ (pp 3-5). Benda then goes on to 
denounce dozens—literally dozens—of in¬ 
tellectuals, from all ages but especially from 
the modern age, who, in his opinion, 'have 
not been content simply to adopt passions 
... They permit, they desire, them to be 
mingled with their work as artists, as men 
of learning, as philosophers, to colour the 
essence of their work and to mark all its pro¬ 
ductions. And indeed never were there so 
many political works among those which 
ought to be the mirror of the disinterested 
intelligence’ (p 67; emphasis added). There 
is thus boundless denunciation of all 
politics, especially socialist politics, in the 
name of the disinterested intelligence’; even 
poor Michelangelo is denounced for ‘crying 
shame upon Leonardo da Vinci for his in¬ 
difference to the misfortunes of Florence’ 
while the master of the Last Supper’ is com¬ 
mended for replying that indeed the study 
of beauty occupied his whole heart' (p 47). 
One of Said's many laudatory comments on 
Benda runs, in turn, as follows; 


Certainly what Benda says about intellectuals 
(who, in ways specific to the intellectual voca¬ 
tion itself, are responsible for defiance) 
resonates harmoniously with the personality 
of Socrates as it emerges in Plato's Dialogues, 
or with Voltaire’s opposition to the Church, 
or more recently with Gramsci's notion of 
the organic intellectual allied with the 
emergent class against ruling class hegemony. 
...It is also the case, both Benda and Gramsci 
agree, that intellectuals are eminently useful 
in making hegemony work. For Benda this 


or course is the trahlson des clercs in its 
essence; their unseemly participation in the 
perfection of political passions is what he 
thinks is despairingly the very essence of their 
contemporary mass sell-out. 13 
The inflationary invocations of Socrates, 
Voltaire and Gramsci do not really help 
clarify what Said here really means, even as 
he ends with that Orwellian phrase: ‘contem¬ 
porary mass sell-out’. Gramsci, surely, means 
little if we substract from his legacy his 
‘political passion’. And so fundamental is the 
tie in Benda's thought between anti¬ 
communism and a general hatred of the 
working class on the one hand, and ‘the 
disinterested intelligence’ and the ‘study of 
beauty’ on the other, that only a very con¬ 
servative mind, essentially tory in its struc¬ 
ture; would want to think of him as an 
exemplary intellectual. But then a mind of 
that kind would not normally want to 
associate itself with Gramsci. It is an index 
of Said’s self-division that he would think 
of Benda, the rabid anti-communist, and 
Gramsci, one of the more persevering com¬ 
munists of the century, as occupying essen¬ 
tially the same political position.' 4 And it 
is the listing of revolutionaries like Gramsci 
(in the more recent work such lists would get 
very lengthy indeed) which conceals how 
very traditionally literary-criticial Said’s 
thought actually is. 

II 

What is equally striking, as one looks 
back on the passage I quoted earlier, with 
a quotation from Gramsci embedded in it, 
is Said's own formulation—In many ways 
my study of orientalism has been an attempt 
to inventory the traces upon me, the Orien¬ 
tal subject—which summarises more or less 
accurately what the book is about, especially 
if we take literally the idea that the phrase 
‘inventory of traces upon me’ here refers to 
Said's own quite specific grounding in—and 
ambivalent relation with—a very traditional 
and canonical conception of ‘literature’. The 
significant move here in any case is Said’s 
self-description as ‘the oriental subject’. Such 
self-representations ate always somewhat 
one-sided, and therefore somewhat hazar¬ 
dous, for anyone whose own cultural ap¬ 
paratus is so overwhelmingly European and 
who commands such an authoritative 
presence in the American university. The 
irony of such usages in Said’s case are all 
the greater because any careful reading of 
the whole of his work would show how 
strategically he deploys words like ‘we* 
and ’us’, to refer, in various contexts, to 
Palestinians, third-world intellectuals, 
academics in general, humanists, Arabs, 
Arab-Americans, and the American citizenry 
at large. 13 More to the point, in any case, 
are the inflations that were to soon follow, 
on the heels of Orientalism. The cursory 
phrase 'the oriental subject’ was then to be 
revamped in a number of radicalist strands 
in subsequent literary theory as the colonial 
subject’ and, yet later, as the post-colonial 


subject’; Said’s own highly tendentious n*M 
of these latter terms shall be discussed below; ', 
when I come to discuss his schematic 
characterisation of C L'R James and George 
Antonius as the emblematic ‘colonial’ Inf £ 
tellectuals, of S H Alatas and Rangjit Guhi ' 
as the exemplary ‘post-colonial’ ones. The 
idea of the ‘inventory of traces’, eloquent 
and legitimate in itself, was to be inflated ’ 
into the idea, by Fredric Jameson among 1 
others, that third world societies are con¬ 
stituted by the experience of colonialism add 
imperialism. Now, the notion of a ‘colonial 1 ,. 
subject’, or ‘post-colonial subject’ for tint 
matter, of course presumes that we are in- - 
deed constituted by colonialism, then in 
quick succession by post-coloniality; if we 
are not constituted by colonialism then the 
term ’colonial subject’ is theoretically mean¬ 
ingless. 

The original Gramscian idea of an ‘inven¬ 
tory of traces’ presumes that there is a per¬ 
sonality, a cultural location upon which the 
traces are inscribed; it presumes that there 
are other ‘traces’ into which these traces are 
woven, so that the personality that emerges 
out of this weave, this overlap, is conditioned 
not by a specific set of traces but by the 
whole of its history. What this original 
Gramscian idea could mean, for example, 
is that the Italian cultural formation can¬ 
not be lead back from fascism or the 
Risorgimento or even the failure of the refor¬ 
mation, hence the unfinished character of 
the Italian renaissance; that it would have 
to be traced all the way back, historically, 
to the very moment of the ascendancy of the 
high church and of high latin as the language 
of that church, as well as from the histories 
of subordinations following thereafter; in 
other words, histories, and therefore subjec¬ 
tivities, are constituted not by what Gramsci 
calls ‘moments’ but by the aiways ac¬ 
cumulating processes of sedimentation and 
accretion. In relation to India, then, this 
original Gramscian formulation would 
mean, at the very least, that colonialism was 
doubtless a key ‘moment’, even in some 
specific areas a decisive ‘moment’, but the 
history of sedimentations which constitutes 
the Indian cultural formation includes much 
besides colonialism per se. I clarify this 
point here m order to emphasise that there 
is at least one major strand of literary theory 
which has developed under Said’s influence— 
‘colonial discourse analysis'—which is 
notable for its separation of the ‘inventory 
of colonial traces’ from other sorts of in¬ 
ventories, other sorts of traces.-This, too, 
fits. Not only in the sense that if we ant; con¬ 
stituted by colonialism, then the only 
discourse that really matters is the discourse 
of the colonialist, but also because qf the 
example that Edward Said himself had set 
in his book. For, a notable feature of Orien¬ 
talism is that it examines the history of 
western textualities about the non-west quite 
in isolation from how these textualities might 
have been received, accepted, modified, 
challenged, overthrown or reproduced by the’ 
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intelligentsias of the colonised countries, not 
as an undifferentiated mass, but as situated 
social agents impelled by our own conflicts, 
contradictions, distinct social and political 
locations, of class, gender, region, religious 
affiliation, etc Hence a peculiar disjuncture 
in the architecture of the book. One of its 
major complaints is that from Aeschylus 
onwards the west has never permitted the 
orient to represent itself; it has represented 
the orient. That peculiar vision of human 
history I shall discuss below. But what is 
remarkable is that, with the exception of 
Said’s own voice, the only voices we en¬ 
counter in the book are precisely those of 
the very western canonicity which. Said com¬ 
plains, has always silenced the orient. Who 
is silencing whom, who is refusing to per¬ 
mit a historicised encounter between the 
voice of the so-called ‘orientalist’ and the 
many voices that ‘orientalism’ is said to so 
utterly suppress, is a question very hard to 
determine as we read this book. It sometimes 
appears that one is transfixed by the power 
of the very voice that one debunks. 

In some limited sense of course. Orien¬ 
talism belongs in a very particular genre, of 
which Said seems to be very conscious, con 
sidering that Jtihen Benda is one of his 
favourite authors Developed mostly in 
France, though Nietzsche was a notable prac¬ 
titioner of it, this is the tradition of 
philosophers debunking the discipline of 
philosophy itself, and of intellectuals 
generally, for betraying the ethics of their 
vocation. TVo of the books most influen¬ 
tial in France during the inter-war years, 
Denson of the Intellectuals (1927) by Julien 
Benda and Paul Nizan's glorious polemic 
The Watchdogs (1932) come immediately to 
mind, as does Regis Debray’s more recent 
Tbachers, Writers. Celebrities (1979). Said 
was doing for—-in other words, against— 
his own discipline of comparative literature 
what they had done for theirs, which had 
been philosophy. 

But we could actually push this matter of 
genre a bit further. For, part of the pleasure 
of the book, which caused anxiety in some 
circles, excitement in others, was its tran¬ 
sgression of academic boundaries. Divisions 
of academic labour in the modern university 
are such that one is always pressed to 
disclose as to what it is that authorises one 
to speak: whether one is a sociologist, 
political scientist, historian, anthropologist, 
literary critic, or a mere interloper in defined 
and occupied territories. Attacks on Said on 
this count were numerous, joined, two years 
after this prolonged orchestration, by 
Bernard Lewis himself, one of the doyens of 
Zionist historiography, most recently at 
Princeton. The attack was unseemly on 
many counts, but the substantive point 
which Lewis raised was one of competence. 
What authorised Said to speak of Arab 
history and orientalist disciplines? What 
degrees did he have? Did he know such-and- 
SuCh medieval Arabic dictionary? Did he 
know the meaning of such-and-such word 
in the whole range of Arabic lexicography 


over ten centuries? etc. 16 (In his eleggnt 
rejoinder. Said quite rightly ignored the issue 
of competence and authorisation, while con¬ 
centrating on the issue* that had gone 
unacknowledged in Lewis’s attack, namely, 
that lewis’s scholarly pretence was itself a 
camouflage for Zionist allegiance.) 

Orientalism was clearly not a book of 
middle-eastern studies, or of any established 
academic discipline, but it did belong, for 
all its academic sophistication, to a well 
known tradition of writing, and one that has 
been very dispersed through several genres: 
Cesaire's Discourse on Colonialism or 
Fanon's Black Skins. White Masks could be 
mentioned as famous predecessors. In the 
field of literature itself, and within even the 
Anglo-American tradition as such, there had 
of course not been the kind of systematisa¬ 
tion that Said here offers, but there is ac¬ 
tually a very large body of work which has 
previously analysed, as Said himself analyses 
Flaubert or Chateaubriand here, western 
canonical authors and their complicity in 
western colonial enterprises and ideologies. 
This question had been posed quite widely 
throughout the American and British univer¬ 
sities, especially since the beginning of the 
Vietnam war, not to speak of France where 
the issue had been posed even earlier, in 
fields as diverse as literature and an¬ 
thropology, thanks also to wars of liberation 
both in Indochina and Algeria. In the 
literary part ot its undertaking, which is 
doubtless the largest part ot the book, 
Orientalism thus belongs to a well known 
lineage. For, if we substract the termino¬ 
logical and stylistic shifts, which often 
regulate our impressions of novelty and 
originality, Said's readings of individual 
authois like Nerval or Chateaubriand in the 
impressive middle sections of the book are 
politically not much more far-reaching than 
the kind of readings that were common dur¬ 
ing the 1960s, such as Jonah Raskin offers 
in lhc Mythology of Imperialism. 11 And, 
if one steps out of the Euro-American tradi¬ 
tions, one is struck by the fact that neither 
the architecture of Orientalism nor the kind 
of knowledge that the book generally 
represents has any room in it for criticisms 
of colonial mlturai domination of the kind 
that have been available in Latin America 
and even India, on an expanding scale, since 
the late 19th century. It is in fact one of the 
disagreeable surprises in Orientalism that it 
refuses to acknowledge that vast tradition, 
as old virtually as colonialism itself, which 
has existed in the colonised countries as well 
as among the metropolitan left traditions, 
and which has always been occupied, 
precisely, with diawing up an inventory of 
colonial traces in the minds of people on 
both sides of the colonial divide. When Said 
does return to this matter of what he might 
have owed to earlier critiques of colonialism 
and its cultural consequences for the col¬ 
onies, in the well known essay ‘Orienta¬ 
lism Reconsidered’," he deploys a charac- 
charaelcristically contradictory rhetoric The 
dominant strain in the essay is that of royal 


contempt whereby all such efforts of the past 
are consigned to the dustbin of an undif¬ 
ferentiated ‘historicism’ which is itself 
declared to be twin as well as progenitor of 
imperialism as such. Thus, after debunking 
a loosely constructed geneology which he 
calls 'historicism, that is, the view pronounc¬ 
ed by Vico, Hegel, Marx, Ranke, Dilthey and 
others’," Said proceeds to posit the 
following: 

What, in other words, has never taken place 
is an epistemological critique at the most fun¬ 
damental level of the connection between the 
development of a historicism which has 
expanded and developed enough to include 
antithetical attitudes such as ideologies of 
western imperialism and critiques of im¬ 
perialism on the one hand, and, on the other, 
the actual practice of imperialism ... 

All previous “critiques of imperialism” are 
thus effortlessly conjoined with “the actual 
practice of imperialism", thanks to the 
iiistoricist contamination. So much for the 
intellectual capacities of national liberation 
struggles, which have often used at least the 
Marxist critiques of imperialism, not to 
speak of Gramsci's own historicism which 
Said often likes to invoke! 

I must confess, though, that Said’s ir¬ 
repressible penchant for saying entirely con- 
traty things in the same text, appealing to 
different audiences simultaneously but with 
the effect that each main statement cancels 
out the other, is in evidence in this essay as 
much as anywhere else. For, the sweeping 
statement which have just quoted stands in 
a curiously unresolved relationship with the 
following which we also find in this same 
essay. 

At bottom, what I said in Orientalism had 
been said before me by A L Tibawj (1961, 
1966), by Abdullah Laroui (1976, 1977), by 
Anwar Abdel Malek (1963, 1969), Tklal Asad 
(1979), by S H Alatas (1977a, 1977b), by 
Fanon (1969, 1970) and Cesaire (1972), by 
Panikkar (1959) and Romila Thapar (1975, 
1978). 

The most sweeping claim of originality is 
thus balanced against disclaimer of all 
originality; the most uncompromising attack 
on historicism is balanced against a list of 
authors among whom the majority would 
proudly associate themselves with historicism. 
The list of authors and dates is itself pass¬ 
ingly strange, 1 might add, since it is drawn 
up in the manner, more or less, of the post¬ 
modern pastiche. Tibawi, Laroui and Abdel 
Malek appear here probably because in his 
review of Orientalism 20 Robert Irwin had 
also raised the issue of Said’s unacknowledg¬ 
ed debts and had cited precisely these three 
writers. Then, as one turns to Said's actual 
citations of Romila Thapar, one finds that 
the only publications Of hers that he seems 
to know of are the two textbooks on ancient 
and medieval India which Thapar did, very 
much on the side, for middle school pupils. 
The arrogance of a scholarship which 
presumes that Thapar's seminal work on 
Indian history is to be known only through 
her little textbooks is simply breathtaking. 
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At for his other reference to an Indian writer 
in this list, the whole range of Said’s 
citations—and he is copious in this 
matter—seems to suggest that the only signi¬ 
ficant book by an Indian writer that he had 
read until well after he had published Orien¬ 
talism in 1978 was, precisely, K M Pannikar’s 
good old Asia and Western Dominance. 

Aside from the unclassifiability ot genre, 
meanwhile, Orientalism had been notable 
also for the sweep of its contents. So 
majestic was the sweep, in fact, that few 
readers initially noticed that most of his 
references in the more substantial parts of 
the book were drawn from his training in 
comparative literature and philology. This 
was familiar territory for persons of similar 
background, but those were precisely the 
persons who were the most likely to resist 
the invitation to read this body of writing 
not as literature but as documents of an en¬ 
tirely different sort of archive, namely, the 
Orientalist archive, which they had thought 
was none of their business. The orientalist, 
on the other hand, into whose archive those 
other kinds of texts were being read, wav 
equally'displeased and bewildered, because 
he was being attacked but with no possibility 
of defending himself on what he had defined 
as his homeground—the ground of libraries, 
the comparison of medieval manuscripts, the 
labour of deciphering illegible manuscripts, 
the problems of establishing authentic ’"xts 
and preparing the appropriate gloss, the 
learning of archaic languages, and bringing 
back the fruits of this labour for the 
enlightenment and edification of the public 
at large. The orientalist was, in his own eyes, 
a specialist, an innocent. As we well know, 
the effect in both these fields, that of 
literature and of orientalism (specifically 
middle-eastern studies), was electrifying, 
because the book did serve to open up, 
despite its blunders, spaces of oppositional 
work in these moribund fields. Meanwhile, 
for scholars working outside the academic 
fields of comparative literature, philology 
and orientalism, the contents of the nook, 
the sort of documents it read, were largely 
unfamiliar in any case. That was novelty 
enough. But what was even more novel was, 
decidedly, Said’s audacity of combination. 
Who, after all, had ever thought that 
Lamartine and Olivia Manning, Chateau¬ 
briand and Byron, Carlyle, Camus, Voltaire, 
Gertrude Bell, the anonymous composers of 
El Od and Chanson de Rojand, Arabists like 
Gibb, colonial rulers such as Cromer and 
Balfour, sundry quasi-literary figures like 
Edward Lane, scholars of Sufism like 
Massignon, Henry Kissinger—ail belonged 
in the same archive and a deeply unified 
discursive formation! What was new, 1 must 
repeat, was the combination, the reach of 
erudition, the architecture of the book, the 
eloquence that went with it, even though the 
eloquence too had the tendency to be, at 
times, frightfully repetitive. What had hap¬ 
pened in the past was that critics who had 
raised these issues with reference to modern 
British literature rarely knew much about 


19th century French literature, and those 
who wrote about literature would rarely ex¬ 
amine lexicography or the US state depart 
ment, even though the Imperialist design 
' would often be at issue. Said assembled these 
varied strands into a single narrative line, 
and the sense of novelty in Americai, and 
British universities, therefore also in the 
Anglophone ex-colonies, was greatly 
enhanced by the fact that the most im¬ 
pressive part of the book, namely, its mid¬ 
dle section where Said offers readings of 
individual authors, was preoccupied mainly 
with French writers. The book may not have 
added much to our knowledge of Edward 
Lane or Olivia Manning, T E Lawrence or 
Henry Kissinger, but its treatment of the 
Bibliotheque Nationale and Chateaubriand, 
Nerval and Flaubert, was surely unforget¬ 
table. (The power of the eloquence combin¬ 
ed with the unfamiliarity of contents 
unfortunately had the effect, often enough, 
that Said’s judgments were simply taken for 
granted as being true Rare would be a readet 
ot Orientalism , previously unfamiliar with 
Renan for example, who would then actually 
care to read Renan ) 

Finally, the most striking novelty of 
Orientalism, which gave to it its essential 
prestige in avant gardeist cultural theory, 
was methodological: not simply its wide 
borrowing from the constituted academic 
disciplines but, far more crucially, its explicit 
invocation of Foucault, its declaration that 
the object of this study, namely, orientalism, 
was a discourse, and its insistence that this 
was the constitutive discourse of western 
civilisation as such, both chronologically, in 
the sense that we find it there already in the 
oldest European textualities, and also 
civiljsationally, since it is by defining the 
‘orient’ as the dangerous, inferiorised 
civilisational other that Europe has defined 
itself. There were two distinct consequences 
of this novelty. One was obviously the shift 
from Marx to Foucault, which was clearly 
very congenial to the post-modernist 
moment The irrefutable fact about the 
period before Said’s intervention is that aside 
from the more obscurantist and indigenist 
kinds of anti-westernist protests against 
European influence, the vast majority ot the 
socially enlightened and politically pro¬ 
gressive critiques of colonialism had been af¬ 
filiated with either Marxism or, at least, with 
the general cultural anti-imperialism which 
Marxism, and the communist movement 
generally, had helped bring about. Said’s 
break with that political tradition was sweep¬ 
ing indeed. Marx himself was dismissed in 
the book as yet another orientalist, Marxism 
was swept aside as an unsavoury child of 
‘historicism’, and the insights which had 
originally emanated from that tradition were 
now conjoined with Foucaultian discourse 
theory. All this fell in very nicely, as the book 
appeared in 1978 and began its career in a 
world supervised by Reagan and Thatcher, 
with various kinds of anti-communisms and 
post-Marxisms which were to grip the most 
advanced sectors of the metropolitan in¬ 
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telligentsia during the period. Alongside! 
these large theoretical and political shills was 
the matter of a certain trans-historicity 
which, in claiming that Europe establishes > 
its own identity by establishing the difference \i 
of the orient and that Europe has possessed ' ■ 
a unitary will since the days of Athenian l 
drama to inferiorise and vanquish non- 
Europe, made it possible for Said to assert 
that all European knowledges of non- 
Europe are bad knowledges because already 
contaminated with this aggressive identity- 
formation. This indeed was a novel 
idea. Numerous writers had previously ' . 
demonstrated the complicity of European 
cultural productions in the colonial enter- 1 
prise, but only the most obscurantist in- 
digenists and cultural nationalists had 
previously argued—surely, no writer with 
any sense of intellectual responsibility had 
ever accepted—that Europeans were 
ontologically incapable of producing any 
true knowledge about non-Europe. But Said 
was emphatic on this point, and he mobilis¬ 
ed all sorts of eclectic procedures to establish 
the point. 

Ill 

This issue of eclecticism should take us 
back into the text, starting with the very 
opening pages where Said offers not one but 
three—mutually incompatible—definitions 
of the term ’orientalism’ itself, which he then 
tries to deploy, simultaneously, throughout 
the book. In his own words, first: 

Anyone who teaches, writes about, or resear¬ 
ches the Orient—and this applies whether the 
person is an anthropologist, sociologist, 
historian, or philologist—either in its specific 
or in its general aspects, is an orientalist, and 
what he or she does is orientalism. 

In this sense, then, orientalism is an inter¬ 
disciplinary area of academic knowledge, 
and the terms used here—anthropology, 
philology, etc—would suggest that it is a 
modern discipline. But then, in the second 
definition, it becomes something much more 
than that, far exceeding academic boundaries, 
indeed a mentality traversing great malty 
centuries, if not a full-scale epistemology: 
Orientalism is a style of thought based upon 
an ontological and epistemological distinc¬ 
tion made between ‘the Orient’.and (most of 
the time) ‘the Occident 1 ... This Orientalism 
can accommodate Aechylus, say, and Victor 
Hugo, Dante and Karl Marx. 

We shall return to the difficulties of this par¬ 
ticular inflation, and then to the matter of 
‘Dante and Karl Marxf at very considerable 
length later, but let me cite the third 
definition: 

Taking the late eighteenth century as a very 
roughly defined starting point Orientalism 
can be discussed and analysed as the cor¬ 
porate institution for dealing with the Orient 
in short, orientalism as a western style for 
dominating, restructuring, and having 
authority’over the orient. 

These three definitions come on two con¬ 
secutive pages (pp 2, 3), and Aeschylus and 
Dante are in fact mentioned as examples of 
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t the orientalist "style of thought” five lines 
f before the 18th .entury is identified, in the 

• third definition, as the "roughly defined 
starting point”. Now, the demarcation of 

; boundaries at the 18th century—and at the 
“post-enlightenment period” a few lines 
j, later—produces one kind of emphasis; but 
; the naming of Aeschylus produces a very dif- 
, ferent sense of periodisation, which itself 
' goes back to the opening paragraph where 
: we had been told, in the very third sentence, 

; that "The Orient was almost a European in¬ 
vention, and had been since antiquity a place 
; of romance..!’ When did, then, this discourse 
of orientalism begin? Nor is this issue 
of periodisation a minor matter On 
j pp 56-57,we gel this crucial statement: 

!>, Consider first the demarcation between 
f Orient and west. It already seems bold by the 
:, time of the Wad. Two of the most profoundly 

; influential qualities associated with the ea^t 
: appear in Aeschylus’ The Persians, tjie 

! earliest Athenian play extant, and in Ihe 

!' Bachae of t unpedes, the last one extant 
...What matters here is that Asia speaks 
through and by virtue ol the European im¬ 
agination, which is depicted as victorious 
over Asia, that hostile “other” world beyond 
the seas. Tb Asia are given the feeling of emp¬ 
tiness, loss, and disaster that seem thereafter 
to reward Oriental challenges to the west; and 
also the lament that in some glorious past 
Asia fared better.. 

The two aspects of the Or ient that set it off 
from the west in this pair of plays will remain 
essential motifs of European imaginative 
geography. A line is drawn between two con¬ 
tinents. Europe is powerful and articulate; 
Asia is defeated and distant. Aeschylus 
represents Asia- It is Europe that articulates 
the Orient; this articulation is the prerogative, 
not of a puppet master, but of a genuine 
creator, whose life-giving power represents, 
animates, constitutes the otherwise silent and 
dangerous space beyond familiar boundaries. 

The ‘Orientalist discourse' has already been 
set in motion, then, in thq earliest of the 
Athenian tragedies, not in general but in the 
, specific regularities which shall henceforth 
determine its structure: Asia’s loss, Europe’s 
victory; Asia's muteness, Europe’s mastery 
of discourse; Asia’s inability to represent 
itself, Europe’s will to represent it in accor¬ 
dance with its own authority. The terms are 
set, and there is little that later centuries will 
contribute to the essential structure, though 
they will doubtless proliferate the tliscourse 
in enormous quantities. As Said puts it on 
p 62: ‘It is as if, having once settled on the 
orient as a locale suitable for incarnating the 
infinite in a finite shape, Europe could not 
stop the practice!’ And: “Only the source 
of these rather narcissistic western ideas 
about the orient changed in time, not their 
'character." This sense of an uninterrupted 
.history of “narcissistic” discourse is then 
,made more dense with the discussion of 
f figures like Dante who form a kind of bridge 

• between ancient origins and modern repiti- 
| tions, as I will clarify presently when 1 come 
> to discuss Said’s treatment of Inferno. 

“if 
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Now, if there really is this seamless and 
only incremental history of ‘Orientalist 
discourse’ from Aeschylus to Dante to Marx 
to Bernard Lewis, then in what sense could 
one take the 18th century “as a roughly 
defined starting point”? In other words, one 
does not really know whether the ‘orientalist 
discourse' begins in the post-enlightenment 
period or at the dawn of European civilisa¬ 
tion, whether in the period of the battle of 
Plassey or in the days of the battle of 1Toy. 
This, then, raises the question of the rela¬ 
tionship between orientalism and col¬ 
onialism. In one sort of reading, where 
post-enlightenment Europe is emphasised, 
Orientalism appears to an ideological cor- 
ollory of colonialism. But so insistent is Said 
in identifying its origins in European Anti¬ 
quity and its increasing elaboration 
throughout the European middle ages that 
it seems to he the constituting element, trans- 
historically, of what he calls “the European 
imagination’. In a revealing use of the word 
delivered”, Saul at one point remarks that 
orientalism delivered the orient to col¬ 
onialism, so that colonialism begins to ap¬ 
peal as a product of orientalism itself, 
indeed as the realisation of the project 
already inherent in Europe’s perennial pro¬ 
ject of mferionsing the orient first in 
discourse and then in colonisation. This is 
of course doubly paradoxical, since Said is 
vehement in his criticism of ‘Orientalisin' for 
its highly ‘textual’ attitude, and yet in his 
own account imperialist ideology itself ap¬ 
pears to be an effect mainly of certain kinds 
of writing. 

But why has Europe needed to 
constitute—“produce” is Said’s stark 
word—the Orient as “that hostile other 
wo!Id” to ‘animate’ as he puts it, “the other¬ 
wise silent and dangerous space” as “one of 
its deepest and most recurring images of the 
Other” (p 1). Well, because, “European 
culture gained in strength and identity by set¬ 
ting itself oft against the Orient as a sort 
of surrogate and even underground self” 
(p 3). There are many passages of this kind, 
and Said borrows his language from so many 
different kinds of conceptual frameworks 
and intellectual disciplines that one is simply 
bewildered. 21 There is, for example, enough 
existentialism in Said’s language, derived 
from identifiable Sartrean concepts, which 
stands in a peculiar relation with Derridean 
ideas of identity and difference, all of which 
is mobilised to posit in some places that the 
west has needed to constitute the orient as 
its other in order to constitute itself and 
its own subject-position. This idea of con¬ 
stituting identity through difference points, 
again, not to the realm of political economy 
in which colonisation may be seen as a pro¬ 
cess of capitalist accumulation but to a 
necessity which arises within discourse and 
has always been there at the origin of 
discourse, so that not only is the modem 
orientalist presumably already there in Dante 
and Euripedes but modem imperialism itself 
appears to be an effect that arises, as if 


naturally, from the necessary practices of 
discourse. 22 That is one sort of difficulty. 
But there is another one as wdl, namely, that 
the matter of identiVy-through-difference 
doubtless points to the primacy of represen¬ 
tation over all other human activities, but 
why must representation also inferiorise the 
other? Said again offers greatly diverse 
ideas, so that in quite a few places this 
inferiorisation is shown to be a result of im¬ 
perialism and colonialism in the sense in 
which most of us would understand these 
words, but in another set of formulations, 
which draw their vocabulary frorp psycho¬ 
analysis, ‘the west’ seems to have suffered 
something resembling ego-anxiety whereby 
the ego is able to constitute its own 
coherence only through aggressive objec¬ 
tification of the other, so that what Said calls 
‘orientalism’ appears to be a compulsive 
drive inherent in Europe’s unitary psyche. 
So, when one comes upon statements like 
“psychologically, orientalism is a form of 
paranoia" (p 72), as one frequently does, 
there is reason enough to be disconcerted by 
the psychoiogisirig impulse bin, even more, 
one then shudders to recall that, for Said, 
this ‘paranoia’ is constitutive of all European 
thought. These ways of dismissing entire 
civilisations as diseased formations are un¬ 
fortunately far too familiar to us from the 
history of imperialism itself. 

But let us return to the three definitions, 
especially the intermediate one which defines 
orientalism as “a style of thought based 
upon an ontological and epistemological 
distinction between ‘the orient’ and (most 
of the time) the Occident”. It is rather 
remarkable how constantly and comfortably 
Said speaks, not only in this particular 
sentence but throughout the book, of a 
Europe, or the west, as a self-identical, fixed 
being which has always had an essence and 
a project, an imagination and a will; and of 
the ‘orient’ as its object, textually, militarily, 
etc. He speaks of the west, or Europe, as the 
one which produces the knowledge, the east 
as the object of that knowledge. He seems 
to posit, in other words, stable subject-object 
identities, as well as ontological and 
epistemological distinctions between the two 
In what sense, then, is Said himself not an 
Orientalist, or, at least, as Sade^al-Azm puts 
it, an “orientalist-in-reverse’’? Said quite 
justifiably accuses the ‘orientalist’ for essen- 
tialising the orient, but his own processes 
of essentialising 'the west’ are equally 
remarkable. In the process. Said of course 
gives us that same ‘Europe—unified, self¬ 
identical, trans-historical, textual—which is 
always rehearsed for us in the sort of literary 
criticism which traces its own pedigree from 
Aristotle to T S Eliot. That this Athens-to- 
Albion Europe is itself a recent fabrication 
as a whole range of writers from Amin 21 to 
Bernal 24 have recently emphasised, and any 
Aeschylus-to-Kissinger narrative is therefore 
also equally a fabrication (or a fabricated 
reflection of a prior fabrication), is 
something that seems not to have occurred 





Homer or Aeschylus might have had to say 
about the Persians or Asia, it simply is not 
a reflection of a ‘west’ or of ‘Europe’ as a 
civilisational entity, and no modern dis¬ 
course can be traced back to that origin, 
because the civilisational map and geo- 

? ;raphical imagination of the antiquity was 
undamentally different from the one that 
came to be fabricated in post-renaissance 
Europe. Parenthetically, we might emphasise 
again that Said does not say that ‘orientalist’ 
notions have beeen read into Greek and 
Latin texts; that the main regularities of the 
discourse are already there is central to Said's 
whole argument. 

It is also simply the case that the kind 
of essentialising procedure which Said 
associates exclusively with ‘the west' is by no 
means a trrit of the European alone; any 
number of Muslims routinely draw epi¬ 
stemological and ontological distinctions 
between east and west, the Islamicate 
and Christendom, and when Ayatullah 
Khomeini does it he docs so hardly from an 
orientalist position. And, of course, it is 
common among many circles in India to 
posit Hindu spirituality against western 
materialism, not to speak of Muslim bar¬ 
barity. Nor is it possible to read the 
Mahabharatha or the dharmshastras without 
being struck by the severity with which the 
dasyus and the shudras and the women are 
constantly being made into the dangerous, 
inferiorised others. This is not a merely 
polemical matter either. What I am sug¬ 
gesting is that there have historically been 
all sorts of processes—connected with 
class and gender, ethnicity and religion, 
xenophobia and bigotry—which have unfor¬ 
tunately been at work in all human societies, 
European and non-European. What gave to' 
European forms of these prejudices their 
special force in history, with devastating con¬ 
sequences in the actual lives of countless 
millions and expressed ideologically in full¬ 
blown Eurocentric racisms, was not some 
trans-historical process of ontological obses¬ 
sion and falsity—tome gathering of unique 
force in domains of discourse—but, quite 
specifically, the power of colonial capitalism, 
which then gave rise to other sorts of powers. 
Within the realm of discourse over the past 
200 years, though, the relationship between 
the brahminical and the Islamic high tex- 
tualities, the orientalist knowledges of these 
textualities, and their modem reproductions 
in western as well as non-western countries, 
have produced such a wilderness of mirrors, 
in which reflections are refracted in such 
diverse ways, that we need the most incisive 
of operations, the most delicate of dialec¬ 
tics, to disaggregate these densities. 

Said’s penchant for foregrounding the 
literariness of this so-called discourse gives 
rise to yet another kind of problem when he 
defines orientalism, in his third definition, 
as "a western style for dominating, restruc¬ 
turing, and having authority ow the orient”. 
The surprising word but also the key word 
here is style—which should save us from - 


supposing that he might be talking of the 
political economy or the ideological con¬ 
structs of colonialism and imperialism. For, 
he says quite directly, on p 12; 

‘Orientalism is not a mere political subject 
matter or field that is reflected passively by 
culture, scholarship, .or institution; ...nor is 
it representative and expressive of some 
nefarious 'western' imperialist plot to hold 
down the ‘oriental’ world. 

So, we have at least some clue as to what 
orientalism is not: it is not what is 
commonly understood by colonialist—or 
imperialist— ideology. In the process, 
though, we come upon a strange discrepancy; 
it is a ’style' that has always spoken of Occi¬ 
dent and orient as victor and vanquished, 
a discourse which has always had a will to 
power, but it expresses no imperialist design; 
it is full of racism, jingoism, religious 
bigotry, but it has no will to ‘hold down’ 
anybody. So, it is hard to know what Said 
actually means, beyond, of course, the 
familiar Foucaultian trope of a power which 
permeates everything and reproduces itself 
copiously in all the pores of society and 
textuality but which has neither origin nor 
object nor an agency to which its processes 
could be traced, and which can be known 
only through the knowledge it produces but 
the knowledge itself can be referred not to 
the thing represented but to the truth-effect 
produced. Meanwhile, Said does give us 
clues as to what the book. Orientalism, is 
and how he wishes us to read it, and yet these 
clues tend also to cancel out each other: 
My analysis of the orientalist text therefore 
places emphasis on the evidence, which is by 
no means invisible, for such representations 
as representations.... The things to look at 
are style, figures of speech, setting, narrative 
devices, historical and social circumstances, 
not the correctness of the representation nor 
its fidelity to some great original. 

The notable feature of this approach is 
Said's desire to combine very familiar em¬ 
phases in literary-critical ways of reading 
(“style, figures of speech, setting, narrative 
devices, historical and social circumstances”) 
with a post-modernist emphasis on 'represen¬ 
tation as representation’. One of those ways 
of reading presses us toward the problematic 
of realism and mimesis, the other in the 
direction of non-mimetic/discursive ‘truth- 
effects’. It would be unimaginably difficult 
if not altogether pointless, 1 should have 
thought, to refer a representation to its ’set¬ 
ting' and “the historical and social cir¬ 
cumstances” of its production and 
dissemination without raising, in some fun¬ 
damental way, the issues of its ‘fidelity’ and 
■correctness’, for, it is usually with reference 
to “historical and social circumstances” that 
worthwhile distinctions between a represen¬ 
tation and a misrepresentation are 
customarily made. I shall take up elsewhere 
this crucial issue of the primacy of represen¬ 
tation as well as Said's inability to make up 
his mind whether 'orientalist discourse’ is a 
system of representations, in the Foucaul¬ 
tian sense, or of misrepresentations, in the 
seme of a realist problematic. For, Said's use 


of this self-divided procedure leads to great f 
many theoretical difficulties and political 
confusions which,are then frequently.?; 
replicated and even simplified in what ha» •,.« 
come to be known as 'colonial discourse'"J 
analysis*. Let me say, meanwhile, that it i# 1 ^ 
in the midst of all these difficulties—of*';'? 
definition, conception, periodisatiOlt, '<•? 
theoretical position and political ^ 
uncertainty—that Said then launches on his 
reading of individual authors, most of which 
turn out to be (he familiar canonical i 
authors. . J 

Many of these individual readings—of 
Nerval, for example, or T E Lawrence—are • 

very good. One can actually say with fair * 
certainty that, with the exception of those 
two magnificent opening chapters in Ques¬ 
tion of Palestine, where Said has handled ex¬ 
tremely broad and complex issues altogether 
superbly, he still tends to be at his best when 
he is reading (closely) an individual 
canonical author, interpreting a particular 
canonical book, or at most preparing a 
focused critique of determinate issues in a 
particular academic discipline, such as an¬ 
thropology, which has already had great 
many very trenchant critiques that he can 
then borrow from in erudite and distinctive 
ways. 2 ’ When he exercises this skill at his 
best, few living literary critics can match 
him, for he learned this skill of close reading 
in the pedagogical laboratory of ‘new 
criticism’; has applied it in the wider and 
even more exacting field of comparatism; 
and now exercises it with his great wit, 
matchless erudition, powerful prose style; 
and generous liberal sympathies. This skill 
is his achievement—but a limitation, too. 

For, when he is at his weakest, such readings 
of individual authors can also be merely 
derivative or trite, as for example in his re¬ 
cent essay on Kim. The one on Jane Austen’s 
Mansfteld Park is better, 24 but Said’s dif¬ 
ficulties with the issue of gender are such 
that he can scarcely see the precarious ways 
in which women of (and around) the British 
propertied classes, who were doubtless com- 
plicitiy benefiting from designs of empire, 
are nevertheless differentially located in 
mobilities and pedagogies of the class struc¬ 
ture. Those are difficulties of a different 
kind, however. In Orientalism itself, tha 
largest difficulties occur when Said tries to 
fit rather complex matters in the unilinear 
‘orientalist’ mode. This I should like to il¬ 
lustrate with some lengthier comment on his 
treatment of one author alone, namely, 
Dante. 

IV 

The transition that Said makes to Dante 
is strategic on at least two counts: Dante is 
the central, exemplary figure forming the 
bridge between antiquity and modernity; 
and, “Dante’s powers as a poet intensify, 
make more rather than less representative, 
these perspective* on the Orient” (p 69). The 
theme of trans-historical continuity is stated 
unmistakably: 
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„jis oik surveys Orientalism in the nineteenth 
and twentieth centuries the overriding im¬ 
pression is 01 Orientalism's insensitive 
schematisation of the entire Orient. 

How early this schematisation began is 
clear from (he examples I have given of 
Western representations of the Orient in 
classical Greece How strongly articulated 
were later representations building on the 
earlier ones, how inordinately careful their 
schematisation, how dramatically effective 
their placing in Western imaginative 
i geography, can be illustrated if we turn now 
!• to Dante’s lnferno(p 68) 

There is thus an incremental history (“later 
| representations building on the earlier 
Ones”), "inordinately careful' in its 
'schematisation'', which joins the 19th and 

■ 20th centuries with Dante and ‘classical 
Greece’. Said is absolutely right, of course, 

■ in regarding the Inferno as a oook mainly 
Of judgments, and his initial comment on 
the poem turns, then, on Dante's treatment 

| of Muhammcd. This is predictable and un 
surprising; Said is hardly the first to have 
O' noticed the inordinate horror of that 
; passage. What is truly surprising is the way 
j Said deals with Dante’s far more complex 
J treatment of, in Said’s words, ‘the great 
V Muslim philosophers and kings '. 

Now, few leaders of Inferno would, rind 
! it possible to forget that Muhammed, the 
prophet of Islam, is found in the eighth of 
the circles of hell, eternally gyrating and eter 
naily being cleft from brain to anus, in the 
worst punishment that Dante’s prolific im¬ 
agination could devise. This treatment of the 
prophet of Islam is, to put it mildly, indefen¬ 
sible, and I am entirely in sympathy with 
„ Said when he takes offence. The peculiarity 
, in any case is that Ibn Sina (‘Avicenna’ in 
English, the Arablslamic philosopher 
best known for his expertise in empiricist 
« physiology and medic ne), Ibn Rushd 
(Averroes’ in English, the great Arab-Islamic 
philosopher of rationalist humanism), as 
well as Salah ad-Dm (the ‘Saladm’ made 
famous by the crusades), are lotind in the 
first circle, in the company of Socrates, 
Plato, etc. Now, the presence of those figures 
from antiquity in this mildest of all circles 
in hell makes a certain sense within the 
Christian topography of punishments and 
sufferings, because they are heathens only 
to the extent that they came before Christ 
and therefore never had the benefit of 
Christ's teaching; this also explains the 
otherwise surprising decision on part of 
Beatrice to appoint Virgil, himself a 
heathen, as Dante’s guide on this eventful 
tour. But, why Ibn Rushd? He came artier 
Christ, therefore, had the choice to renounce 
the Islamic heresy, but did not! Dante never 
faces up to this question, and is benign 
towards Ibn Rushd despite this key difference 
between him and Socrates and company. 
One grasps the full force of this discrepan¬ 
cy only if one recalls that Ibn Rushd was a 
splendid rationalist whose books were 
banned in some places by the inquisition, 
pot because he was a Muslim but, explicitly, 


because he was a rationalist. How, then, does 
one explain the discrepancy in the Inferno? 
I would suggest that the discrepancy is to 
be understood in terms of the c'ontradictions 
of Dante’s own ideology, and |hat the con¬ 
tradictions stem from the fact that Dante 
powerfully represents that unfinished 
moment of transition in European thought 
wherein the medieval episteme is still there 
but in the process of being broken up and 
superseded by the humanist intellectual 
tevolution which was the main theoretical 
contribution oi the mercantilist phase of 
European capital Muhammcd is eternally 
undergoing the most awful punishment 
because predominant strands in medieval 
Christianity treated Islam as the most 
dangerous of all heresies and pronounced 
the prophet of Islam the worst of all heretics. 
Ibn Rushd, condemned by the authority of 
that same medieval Christianity through the 
awtul powers of the Inquisition, was never¬ 
theless greatly respected by mainly those 
who were to build toward the rising 
humanist revolution, with his books being 
copied and smuggled from one monastery 
to another. Still mired in the religious 
metaphysic, but unable to resist entirely the 
strain that was to soon blossom into a fully 
fledged humanism, and knowing that it was 
through its encounter with the labours of 
men like Ibn Rushd and fbn Sina that great 
many European thinkers were able to find 
tneir way into Greek thought in the first 
place, Dante tried to devise a topography of 
his hell that might do justice to these divid¬ 
ed loyalties Even more notable presence in 
fact is that of Salah ad-Din who, unlike Ibn 
Rushd, was to be much reviled by later cen¬ 
turies throughout Christendom, because he 
was in tact a commander of the Arab- 
lslamic forces that were ranged against the 
crusading Christians Dante pays scant at¬ 
tention to that particular bigotry and 
delivers a 'judgment' on “the great Muslim 
kings and philosophers” and on the prophet 
of Islam which is, from the viewpoint of or¬ 
thodox Christianity, internally incoherent. 
The literary cutical point I am making is 
that one cannot read that passage about 
Muhammed outside this whole range of 
enormous complexity. The methodological 
point, in the Eoucaultian language, is that 
one cannot detach a representation of 
Muhammed, which is produced in the 
discourse of Christian binaries between 
belief and heresy, and relocate that represen¬ 
tation in the altogether different discourse 
of ‘orientalism’ which, if it exists at all and 
even though it may occassionally use 
religious forms of ideological interpellation, 
is a secular knowledge Furthermore, Dante’s 
treatment of Ibn Rushd, who is placed at 
least at par with Socrates, etc, and toward 
whom Dante is altogether more forgiving, 
shows that Dante makes a severe distinction 
between belief and heresy but none between 
Occident and orient, as would be clear if Said 
were to actually reflect upon the fact that 
Judas, Brutus and Cassius do actually come 
even after Muhammed, in closer proximity 


with satan himself. I might add that the 
treatment that Ibn Rushd receives in Dame’s 
imagination, which does to the Muslim 
philosopher at least n6 physical harm in 
the real world, was not worse than the 
treatment he received in (teal life from Abu 
Yusuf, the Almohid king of Muslim Spain, 
who ordered him banished into exile and his 
books burned on charges of heresy. Said 
ignores such complexities at his own peril 
when he comments as follows, on p 69: 

. the special anachronisms and anamolies of 
putting pre-Chnstian luminaries in the same 
categoty of “heathen" damnation with post- 
Christian Muslims does not trouble Dante. 

I ren though the Koran specifies Jesus as a 
prophet, Dame chooses to consider the great 
Muslim philosophers and kings as having 
been fundamentally ignorant of Christianity. 
That they can also inhabit the same 
distinguished level as the heroes and sages 
of classical antiquity is an ahistorical vision 
similar to Raphael's in his freso The School 
of Athens in which Averroes rubs elbows on 
the academy floor with Socrates and Plato 
(similar to tendon's Dialogues des morts 
11700-1718), where a discussion takes places 
between Socrates and Confucius). 
References to Raphael and Fenelon further 
substantiate Said’s great erudition but con¬ 
tribute no insight to the substance of the 
argument. That Said should require that 
kind of literaiist historicity from confessedly 
allegorical work is also surprising; one might 
as well castigate Dante for putting himself 
and Virgil in the same historical time and 
in a purely fictitious place, called hell. 
Matters are made worse by the way Said con¬ 
strues the meaning that ‘ignorance’ may have 
in the context of religious orthodoxy, for, not 
to believe in Christianity is for Dante (as not 
believing in Islam would have been for 
Sa'adi and even Hafiz) the worst kind of 
ignorance—worse in the case of Ibn Rushd 
than Socrates because the former had the 
means to overcome that ignorance! The fact 
that 'the Koran specifies Jesus as a prophet” 
thus makes the matter of this ‘ignorance’ 
worse—though one would add, for the sake 
of a modern, irreligious discussion, that this 
reference to the status of Jesus himself in 
the literal word of the Koran is also irrele¬ 
vant. What has been at issue in orthodox 
Islam is not the status of Jesus but of Chris¬ 
tianity, and of how Jesus surfaces in Chris¬ 
tian belief. For, if orthodox Christianity 
regards Islam as a heresy, orthodox Islam 
has historically regarded some of the 
main tenets of Christianity as altogether 
blasphemous; the idea of the trinity, the idea 
of Jesus as a son of god, the further idea 
that Mary was a virgin, the even more scan¬ 
dalous idea of the holy ghost. The legacy 
of the crusades lives, we might recall, on 
both sides of the orthodox divide. 

V 

Orientalism appeared in 1978, a rather 
precise point in the history of the world, in 
the history of the demographic composition 
and reorganisation of the political conjunc- 
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ture in the United States, and in the history 
of intellectual productions in the metro¬ 
politan countries generally. Each of these 
aspects shall bear some comment because 
all this has some bearings on how books 
were now being read. 

By 1978, the two great revolutionary 
decades, inaugurated—roughly speaking— 
by the onset of the Algerian war in 1954 and 
culminating in the liberation of Saigon in 
1975, were over. The decisive turning-point 
had come in Chile in 1973, with the defeat 
of the Unidad Popular, but we did not then 
know it, because the liberation movements 
of Indochina and the Portuguese colonies 
in Africa were still in progress. The two 
revolutions of 1978, in Iran and Afghanistan, 
then made the shift unmistakable. For, the 
Khomeinite take-over in Iran was one of 
those rare conjunctures in which the revolu¬ 
tion and the counterrevolution were con¬ 
densed in the same moment. In Afghanistan, 
the last country to have a revolution under 
a communist leadership, history now 
repeated itseIC in Marx’s famous phrase, 
both as tragedy and as farce. If the Irani 
revolution had signalled the decisive defeat 
of the left in west Asia and the itse to 
ideological dominance of Islamic funds 
mentalism in that whole region, the history- 
as-lragedy-and-as-farce in Afghanistan was 
to contribute considerably to the collapse of 
what socialism there had ever been in the 
Comecon countries, helping to pave the way 
to perestroika first in the Soviet Union, then 
on the global scale. The savage destruction 
of Baghdad, the worst since the Mongols 
sacked that city in the 13th century, was the 
gift of this global perestroika, making one 
recall Marx once more. As he famously put 
it in his correspondence on the Gotha Pro¬ 
gramme: capitalism does not lead necessarily 
to socialism, it may lead just as inexorably 
toward barbarism. 

All that was to come later. What the end 
of the revolutionary decades did. however, 
was, first of all, to shift the entire balance 
within the metropolitan countries further to 
the right. The Anglo-Saxon countries 
witnessed the rise to governmental power of 
the most reactionary kinds of ideologies, 
Reaganim and Thatcherism; movements for 
racial and social justice in the United States 
were beaten back, and the defeat of the 
miner’s strike in Britain put an end to labour 
militancy there for years to come. Social 
democracy itself was soon to be defeated in 
Germany and the Scandinavian countries, 
while in Italy it submitted, under Craxi’s 
leadership, to Christian Democracy, while 
PCI retreated and was then, after 1976, 
decisively disorganised; social democracy did 
come to power in France but survived by 
moving so far to the right that it renounced 
even the autonomist positions of high 
Gaullism. Fpr the backward-capitalist zones, 
developments were far too many and too 
clearly rooted in histories of particular coun¬ 
tries to be summarised in so short a space, 
but what happened in our own subcontinent 
is indicative. The Bhutto-ite version of 


populist social democracy was first replac¬ 
ed, in 1977, by a fundamentalist military dic¬ 
tatorship and then fleetingly reappeared in 
a farcical form under his daughter's regime 
In Bangladesh, the progressive content of the 
liberation struggle was dissipated quickly, 
leading to a regime of rightwing military 
officers who had previously served in the 
Pakistan army and had been trained at Fort 
Bragg in the United States; the widow of one 
of those officers is currently the prime 
minister, in India, communism has been 
contained in its regional locations; the social 
compact based on Gandhian ideas of 
religious tolerance has been increasingly 
under attack, sometimes in the name of 
Gandhi himself; Nehruvian models of 
parliamentary democracy, secularist polity, 
planned economy, and non-aligned foreign 
policy have been emptied out of their con¬ 
tent, and a whole range of disorientations 
since the Emergency, dating back again to 
the mid-70s, have moved the country and its 
entire political and social discourse 
cumulatively and decisively toward the right. 

This global offensive of the right, global 
retreat of the left, and retreat also of that 
which was progressive even in our canonical 
nationalisms, is the essential backdrop for 
any analysis of the structure of intellectual 
productions and their reception in our time: 
For, it was within this reorganised global 
conjuncture that we have witnessed, in all 
the bourgeois countries, the ascendancy to 
dominance of an entirely new kind of 
intellectual within a formation which con¬ 
tinued to call itself a formation of the left. 
The characteristic posture of these new 
intellectuals was that they would gain 
legitimacy on the left by constantly and 
fervently referring to the third world, Cuba, 
national liberation and so on, but would 
also be openly and contemptuously anti¬ 
communist, they would often enough not af¬ 
filiate themselves even with that other tradi¬ 
tion which had also descended from classical 
Marxism, namely, social democracy, nor 
would he be affiliated in any degree with any 
labour movement whatever, they would in¬ 
voke an anti-bourgeois stance in the name 
of manifestly reactionary anti-humanisms 
enunciated in the Nietzschean tradition and 
propagated now under the signature of anti- 
empiricism, ami-historicism, structuralism 
and post-structuralism, specifically Levi- 
Strauss, Foucault, Derrida, Glucksmann, 
Kristeva, and so on It is in contrast to these 
reactionary anti-humanisms, across the 
whole spectrum of cultural theories, that the 
rectitude in careers of people like Raymond 
Williams turns out to be so exemplary. 

I shall return to other kinds of deter¬ 
minations presently, but this matter of 
Nietzschean anti-humanism is of some 
crucial interest here, in part because of the 
way Said's treatment of Marx, to which I 
shall return in the next chapter, stands in 
tense balance with the authority of Nietzsche 
which is invoked indirectly through Foucault, 
and therefore structures the whole book 
around notions of representation and 


discourse, but also directly, in a crucial 
passage, on page 203. But, before getting to 
203, we shall first have to take a detour 
through 272 and 273. For, on those two con¬ 
secutive pages, we find two rather inconsis¬ 
tent statements, brief and stark. First, we 
have: 

as this book has tried to show Islam has been 
fundamentally misrepresented in the past— 
But then we quickly have on the next page: 
My whole point about this whole system is 
not that it is a misrepresentation of SOtte 
Oriental essaice... 

Now, the substitution of the term 'oriental 
essence 1 in the latter sentence for the term 
'Islam* in the former sentence may persuade 
one to believe that the two sentences are 
referring to two different things, or that they 
are not on the issue of (mis)representation, 
but what Said is actually doing is drawing 
closer to the Nietzschean idea that no true 
representation is possible because all human 
communications always distort the facts. 
For, what happens between these two 
sentences is that Said first raises the ques¬ 
tion: “The real issue is whether there can be 
a true representation of anything". In other 
words, is it possible to.make true statements? 
There are powerful traditions, including the 
Nietzschean, which have denied such a 
possibility. There are other powerful tradi¬ 
tions, including the Marxist, which have said 
that, yes, true statements are possible Said’s 
equivocation on the this key question is 
delivered in what appears to be a precise 
formulation, namely, that the line between 
a representation and a misrepresentation is 
always very thin. I should emphasise that 
this is not a personal statement on the part 
of Edward Said. Foucault would of course 
call this a discursive statement. What 1 
would suggest is that this statement belongs 
directly in the Nietzschean philosophical 
tradition, and that Edward Said, who is here 
in the midst of writing a history of orien¬ 
talism, is affiliating himself with a new kind 
of history-writing which is emerging more 
or less at this time; which goes far beyond 
the empirical historian’s usual interrogation 
of and skepticism about his source materials; 
and which enters the Nietzschean world of 
questioning the very factility of facts, so that 
it will eventually force a wide range of 
historians around the globe—some of the 
Indian subalternists, for example—to start 
putting t(ie word ‘fact’ in quotation marks. 

With this 'clarification in hand*we can 
now turn to page 203. For, what Said says 
there is the following, with a quotation from 
Nietzsche embedded in the passage: 

lOrientalism’sJ objective discoveries—the 
work of innumerable devoted scholars who 
edited texts and translated them, codified 
grammars, wrote dictionaries,reconstructed 
dead epochs, produced positivistically 
verifiable learning—are and always have been 
conditioned by the fact that its truths, like 
any truths delivered by language; arc em¬ 
bodied in language, and what is the truth of 
language, Nietzsche once said, but 
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;js a mobile army of metaphors, metonyms, 

^ and anthropomorphisms—in short, a sum 

f of human relations, which have been 

I enhanced, transposed, and embellished 

' poetically and rhetorically, and which after 

long use seem firm, canonical and 
/ obligatory to a people: truths are illusions 

f about which one has forgotten that this is 

■’ what they are. 

i This image of language as the enemy of 
- experience, this assertion that representation 
: i is always-already a misrepresentation, this 
•' shallow pathos about the impossibility of 
!: truthful human communication, is of course 
^ a familiar romantic trope which has 
undergone much aggiandisement first in 
t those irrationalist philosophies ol the late 
j 19th century and the early 20th century 
which preceded the rise ot fascism and then 
i again, on a much wider scale, in the 
j, reactionary anti-humanisms which have 

t dominated avanl-gardcist thought since the 

i decisive defeat of the European labour 
movements and the consequent ascendancy' 
Of structuralism and post stiuuuralism, it 
is significant that these anti humanisms 
should come to dominate American scholar¬ 
ship on the eve ol the unprecedented im¬ 
perialist consolidations of the present 
decade That this form of irrationalism 
should surface so centrally m the vei v book 
which is doubtless the most influential 
among radically inclined cultural theorists 
today should give us, 1 believe, some pause. 
But it should also help us grasp some aspects 
of its enthusiastic reception and extremely 
widespread influence. Tor, in one range of 
formulations Said’s denunciations of the 
whole of western civilisation is as extreme 
and uncompromising as Foucault’s denun¬ 
ciations of the western episteme or Derrida’s 
denunciations of the trans-historical logos; 
nothing, nothing at all exists outside 
epistemic power, logoccntric thought, orien¬ 
talist discourse—no classes, no gender, not 
even history, no site of resistance, no ac¬ 
cumulated projects of human liberation, 
since all is repetition with difference, all is 
corruption, specifically western corruption, 
and orientalism always remains the same, 
only more so with the accumulations of 
linear time. The manichean edge of these 
visions—Dcrridean, Foucauftian, Saidian— 
is quite worthy of Nietzsche himself. But this 
vision, in the case of Orientalism, gains its 
authority further from the way it panders 
to the most sentimental, the most extreme 
forms of third-worldist nationalism. The 
book offcourse says nothing about any fault 
of our own, but anything we ourselves could 
remember, the bloodbath that we conducted 
at the time of the partition let us say, simp¬ 
ly pales in comparison with this other power 
which has victimised us and inferiorised us 
for twenty-five hundred years, or more. So 
uncompromising is this book in its third- 
worldist passion that Marxism itself, which 
has historically given such sustenance to so 
many of the anti-imperialist movements of 
our time, can be dismissed, breezily, as a 
child of orientalism and an accomplice of 


British colonialism. How comforting such 
visions of one’s own primal and permanent 
innocence are, one can well imagine, 
because, given what actually goes on in our 
countries, we do need a great deal of com¬ 
forting. 

But it is not within the so-called ‘third 
world’ that the book first appeared. Its 
global authority is in fact inseparable from 
the authority of the dominant sectors of the 
metropolitan intelligentsia who first bestow¬ 
ed upon it the the status of a modern classic, 
while, perhaps paradoxically, its most pas¬ 
sionate following within the metropolitan 
countries is within those sectors of the 
university intelligentsia which either 
originates m the ethnic minorities or af¬ 
filiates itself ideologically with the academic 
sections ol those minorities. I have discuss¬ 
ed elsewhere the connection between the 
emergence ot the category of ‘third world 
literature’ and the key changes that occur¬ 
red in the patterns of immigration from the 
late 1960s onwards, with substantial numbers 
ot Asian immigrants being based now 
among the petty bourgeois and techno- 
managerial strata/ 7 Those who came as 
graduate students and then joined the 
faculties, especially in the humanities and 
the social sciences, tended to come from up¬ 
per classes in their home countries In the 
process of relocating themselves in the 
metropolitan countries, they needed 
documents of their assertion, documentary 
proof that they had always been oppressed. 
Books thal connected oppression with class 
were not very useful, because they neither 
came from the working class nor were in¬ 
tending to join that class in their new coun¬ 
try. Those who said that majority of the 
populations in Africa and Asia surely suf¬ 
fered from colonialism but that there were 
also those who benefited from it, were 
useless, because some of the new profes¬ 
sionals who had come in this immigration 
themselves came from those other families, 
those other classes, which had been the 
beneficiaries; this question of the 
beneficiaries of colonialism would be pos¬ 
ed by Said in very peculiar ways, in his 
invocation of Ranajit Guha, as we shall soon 
see. Among critiques that needed to be jet¬ 
tisoned were the Marxist ones, because 
Marxists had this habit of speaking about 
classes, even in Asia and Africa. What this 
new immigration needed were narratives of 
oppression that would get them preferential 
treatment, reserved jobs, higher salaries in 
the social position that they already oc¬ 
cupied: namely, as middle class profes¬ 
sionals, mostly male. Orientalism was for 
such purposes the perfect narrative. When, 
only slightly later, enough women found 
themselves in that same position, the 
category of the ‘third world female sub¬ 
altern’ was found to be highly serviceable. 

I might add that this latter category is pro¬ 
bably not very usable inside India, but the 
kind of discourse Orientalism assembles cer¬ 
tainly has its uses. Communalism, for 


example, can now be laid entirely at the 
doors of orientalism and colonial construc¬ 
tion; caste itself can be portrayed as a 
fabrication primarily of the Population 
Surveys and Census Reports, as Ronald 
Inden literally does 2 * and Partha Chatterjee 
appears poised to do. 29 Colonialism is now 
held responsible not only for its own 
cruelties but, conveniently enough, for ours 
too. Meanwhile, within the metropolitan 
countries, the emphasis on immigration was 
to continue getting strengthened. 1 have writ¬ 
ten previously on some aspects of this con¬ 
nection between post-modernism and 
migrancy, 10 but it is worth mentioning that 
the same theme surfaces with vtary major 
emphases in Said’s latest essays, with far- 
reaching consequences for his own earlier 
positions, as we shall see. 

The peispectives inaugurated in Orien¬ 
talism served, in the social self-consciousness 
and professional assertion of the middle 
class immigrant and the ‘ethnic’ intellectual, 
roughly the same function which the theore¬ 
tical category of ‘third world literature’, aris¬ 
ing at roughly the same time; was also to 
serve. ” One in fact presumed the other, and 
between the two the circle was neatly closed. 
If Orientalism was devoted to demonstrating 
the bad faith and imperial oppression of all 
Furopean knowledges, beyond lime and 
history, ‘third World literature’ was to be the 
narrative of authenticity, the counter- 
canon of truth, good faith, liberation 
itself. Like the bad faith of European 
knowledge, the counter-canon of ’third 
world literature’ had no boundaries either, 
neither of space nor of time, culture or class; 
a Senegalese novel, a Chinese short story, 
a song from medieval India could all be read 
into the same archive: it was all ‘thire world’. 
Marx was an ‘orientalist’ because he was 
European, but a Thgore novel, patently 
canonical and hegemonising insit the Indian 
cultural context, could be taught in the 
syllabi of ‘third world literature 1 as a 
marginal, non-canonical text, counterposed 
against ‘Europe’. The homogenising sweep 
was evident in both cases, and if cultural na¬ 
tionalism was the overtly flaunted insignia, 
invocation of ‘race’ was barely below the 
surface, not just with respect to the United 
States, which would be logical, but with 
reference to human history as such. Thus, 
if ‘orientalism’ was initially posited as 
something of an original ontological flaw 
in the European psyche^ Said was to even¬ 
tually declare that "in the relationship bet¬ 
ween the ruler and the ruled in the imperial 
or colonial or racial sense, race takes 
precedence over both class and gender... 1 
have always felt that the problem of em¬ 
phasis and relative' 7 importance took 
precedence over the need to establish one’s 
feminist credentials’’ 22 That contemptuous 
phrase, "establish one’s feminist credentials’*, 
takes care of tender quite definitively, gains 
perialism itself is collapsed into a ‘racial 
sense*. In a Nietzschean world, virtually 
anything is possible. 
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VI 


Said's interventions since the initial 
publication of Orientalism have doubtless 
been prolific and diverse. The Question of 
Palestine and Covering Islam, as they came 
in quick succession thereafter, were explicitly 
conceived as volumes of a series in¬ 
augurated with Orientalism. After the Last 
Sky and Blaming the Victims, which came 
some years later, may also be considered as 
parts of that same integrated oeuvre. Sur¬ 
rounding this impresssive array of books are 
essays, articles and reviews on cognate 
themes in great many periodicals, political 
journals and newspapers not to speak of un¬ 
published interventions in scholarly con¬ 
ferences and public fora of various kinds, 
including very effective television ap¬ 
pearances. so numerous that they could easi¬ 
ly fill two or three volumes. Together, these 
writings constitute not only ihe most endur 
ingftKough inevitably uneven ipart of Said's 
work but also, by any standards, the most 
persuasive insertion of a national liberation 
struggle into the American imagination 
which is otherwise substantially formed by 
Zionist-colonial presumptions. That 
remains true even though Covering Islam . 
which is not about Palestine, is, I think, 
Said’s most forgettable piece ot wiitmsf. 

Almost equally extensive, though far more 
problematic and at times even disconcerting, 
are Said’spublications in the field of cultural 
studies. Central to this other work is of 
course his volume of 1983, The World. The 
Tbxt and the Critic, which brings togeiher 
essays written between 1969 and 1981. Bui 
there are also numerous other essays which 
have appeared in journals but have not yet 
been collected in a separate volume, a few 
of these, too, have been included in volumes 
edited by others. The book includes at least 
two major pieces, ‘Raymond Schwab and (he 
Romance of Ideas’ and 'Islam, Philology 
and French Culture: Renan and Massignon' 
which are thematically connected with 
Orientalism, even though some of the for¬ 
mulations in those essays arc considerably 
different; the essay on Schwab actuallv rrads, 
in part, as something of a retraction of the 
extremities of Orientalism, without any oveit 
suggestion to that effect. ” Two other essays 
in the book, which are in fact the best known 
and the most influential, namely, ‘Criticism 
between Culture and System’ and ‘Travell¬ 
ing Theory’, were evidently written some 
time after Orientalism and are notable ngt 
so much for explicating Said's preference for 
Foucault over Derrida as for his partial 
distancing of himself from Foucault. This 
distancing is facilitated by his reliance on 
criticisms of Foucault which had been fram¬ 
ed Already by Poulantzas' 4 and Chomsky, 
whom Said cites directly, and part of what 
Said now sdys about Foucault is uncannily 
similar to some points 1 have raised above 
about Orientalism itself. The following from 
‘Travelling Theory', which is intended as 
reservations about Foucault and his notion 
of power applies almost exactly to Said and 


ms conception ot orientalism; 

Foucault’s eagerness not to fall into Marx¬ 
ist economism causes him to obliterate the 
role of classes, the role of economics, the role 
of insurgency and rebellion in the societies 
he discusses... The problem is that Foucault's 
use of the term pouvoir moves around too 
much, swallowing up every obstacle in its 
path.... obliterating change and mystifying 
its microphysical sovereignly... Foucault’s 
history is ultimately textual or rather tex- 
tualised; its mode is one for which Borges' 
would have an affinity... they [his 
archaeologies] make not even a nominal 
allowance for emergent movements, and 
none for revolutions, counterhegemony, or 
historical blocs.* 5 

Since those two essays are only tangentially 
connected with the aspects of Said’s work 
with which 1 am here the most concerned, 
1 shall not offer any reading of the 
remarkable ambivalences one finds in them; 
it is in any event simply not possible within 
the space of an essay-even an inordinately 
lengthy essay such as this one—to give 
detailed accounts of each significant item in 
an output so substantial, distinctive and 
diverse. 

This partial distancing from Foucault is 
in fact part of a number of shifts that have 
occurred in Said’s more recent writings, 
which include a ictreat from the Nietzschcan 
position of ail representations being mis¬ 
representations, and admits, concomitantly, 
the possibilities of resistance from outside 
the colonial discourse. Meanwhile, his re¬ 
reading of both Foucault and Derrida, and 
his many convergences with diverse post¬ 
modernist positions, then culminates in the 
insistence that the double task of responsi¬ 
ble knowledge is to resist the pressures both 
of the dominant culture as well as of what 
would now be increasingly known as 
“system”, “theory”, "grand theory, 
‘‘disciplinary knowledge" and by several even 
more colorful epithets—referring frequently 
to Marxism in particular, but also to any 
other way of being in the world which 
which seek to establish theoretical as well as 
narrative intelligibility of history as such, 
and which then identify collective agents 
(such as class, gender, nation) as bearers of 
resistance and political action. All such 
systems are rejected, in the characteristic 
post-modernist way, so that resistance can 
always, only be personal, micro, and shared 
only by small, determinate number of in¬ 
dividuals who happen, perchance, to come 
together, outside the so-called ‘grand nar¬ 
ratives’ of class, gender, nation. 36 Am¬ 
bivalences on this question are already 
notable in ‘Travelling Theory', but even more 
representative in all this is the essay 
‘Opponents, Audiences, Constituencies and 
Community’, 37 where Said first speaks 
derisively of “the self-policing, self-purifying 
communities erected even by Marxist, as well 
as other disciplinary, discourses" and then 
goes on to specify what he considers as a 
key project that needs to be posed against, 
the "disciplinary” character of Marxism etc: 
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"to restore me non-sequential energy ot nveir 
historical memory and subjectivity to left 
other stories than the official sequential or. 
ideological ones produced by institutional'! 
vower”. I am not quite sure what this last 
formulation actually means, but it would not 
be unfair to say, I think, that the sense in;.- 
which Marxism is said to be “seif-policing,: 
self-purifying", as well as “disciplinary”, 
“institutional” and “ideological” applies 
inescapably to feminism too. Theoretics' 
eclecticism meanwhile gets increasingly 
out of control: sweeping, patently post 
structuralist denunciations of Marxism cap.': 
be delivered in the name of Gramsci, using 
the terminological language aplicitly drawn 
from Althusser, and listing the names of 
communist poets likp Aime Cesaire, Pablo 
Neruda and Mahmoud Derwish to illustrate 
the sites of resistance Theory thus becomes 
what Roland Barthes called The free play of 
the Signifier’. 

The largest shift, however, has been on the 
issue of nationalism. In the years immediate¬ 
ly following the publication of Orientalism , 
Said’s position was indistinguishable from 
straightforward third-worldist cultural na¬ 
tionalisms, and what we used to get was ap 
unself-critical narrative of European guilt, 
non-European innocence. This has shifted 
dramatically, beginning in about 1984 and 
getting increasingly more strident in rejec¬ 
tion of nationalism, national boundaries, 
nations as such, so that one now has reason 
to be equally alarmed by the extremity of.' 
this opposite stance. Characteristically,, 
though, the most sweeping statements about 
‘nation’ and ‘state’ as “coercive identities” 
are frequently delivered alongside resoun¬ 
ding affirmations of national liberation, 
Palestinian Intifada in particular, and the 
right of the Palestinian people to either 
obtain a nation-state of their own or, alter¬ 
natively, to live as co-equals in a bi-national 
state. It is this growing ambivalence about 
nation and nationalism—combined with an 
even more surprising shift from a wholesale 
rejection of ‘the west’ to an equally 
wholesale assertion that the oniy authentic 
work that can be done in our time presumes 

(a) third world origin, but combined with 

(b) metropolitan location—which should 
beat some scrutiny. The intellectual cited as 
an exemplary figure of our time in this latest 
construction is of course Ranajit Guha— 
who is commended both for initial origin 
in the Indian upper class and for later loca¬ 
tion in the metropolitan university—but an 
autobiographical se!f-referemiality is here 
quite unmistakable. 31 

Among the numerous essays of Said 
which have appeared in journals over 
roughly the past decade but have yet not 
been collected into a single volume are a 
dozen or so that are thematically organised 
around the relationship between imperialism 
and (mainly) literature. Some of these hap¬ 
pen to be pn highly canonical figures (e g, 
Jane Austin, Kipling, Yeats, Camus, Verdi); 
others are of more general import. Among 
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,l v the essays on individual figures, the one on 
If. \ferdi w »s my favourite, not because 1 whol- 
;$.ly understand operatic language or have ever 
ft actually seen Aida but because I quite follow 
t Said’s highly convincing argument. With all 
i' the knowledge he accumulated in the course 
u of writing Orientalism, with his great com- 
f petence as a pianist and his passion for 
opera, he is peculiarly well situated to write 
t about this masterpiece of European classical 
„ music which was composed especially for 
the opening of the Suez Canal, and he ac- 
> complishes the task with verve and rare wit 
f However, readings of particular authors I 
| must again perforce skip, and it is from 
s among essays that fall in the latter category, 
jjf bearing a certain sweep of generalisation, 
I that I should like to examine onlv two. 
I /Figures, Configurations, Tiansfigurations’, 
cited earlier, and ‘Third World Intellectuals 
g; and Metropolitan Culture', from Raman 
I; Quarterly. Of these two, the ‘Figures’ essay 
fe appears to be chronologically earlier and was 
I Originally delivered as a lecture at the Con 
f fetence of the Association fot Common- 
| wealth Literature and language Studies, 
'f held at University of Kent in August 1989 
I Such associations are usually very conscr- 
I vative and mindless affairs, so the radicalism 
I of great many things Said says in the essay 
< is salutary. My interest in these essays is of 
t a slightly different kind, however. 

: Both these essays, as several others iri re- 

i cent years, register some real advances over 
Orientalism. There had been, for example, 
no evidence until after the publication of 
that book that Said had read any con¬ 
siderable number of contemporary non¬ 
western writers. By, contrast, references to 
principal figures of the counter-canon of 
*third world literature’ surface very regular- 
ly in his more recent writings, even though 
not even one of them has yet been treated 
with the hermeneutic engagement and 
informed reading which Said offers so often 
for scores of western canonical figures; in 
the rare event when Said actually refers to 
particular texts, as in the case of George 
Antonius or Ranajit Gulia in the essay we 
shall discuss presently, none ever receives the 
kind of detailed scrutiny which Said routine¬ 
ly accords to a wide range of European 
writers ranging from Swift to Renan to 
Schwab to Kipling. His engagement both as 
. activist and as scholar with the Palestine 
liberation movement has been extended, 
meanwhile, to regular expressions of 
solidarity with anti-colonial movements in 
general and a basic respect for figures 
■ associated with such movements. Similarly, 
the eloquence of his pica that the contem¬ 
porary masters of western thought should 
extend humane attention and liberal sym¬ 
pathy to non-western writers, especially to 
those who have themselves taken up 
residence in the west, is undeniable. 

These partial gains in the range of 
engagements and sympathies stands, 
however, in peculiar and paradoxical rela¬ 
tion with the freshly-acquired but altogether 


irrepressible rage against the peoples, 
societies, national boundaries, reading com¬ 
munities and literatures of Asia. Africa, and 
“the Islamic world"; the enormous privileg¬ 
ing of a handful of writers, strictly those 
who now live in the west, over those societies 
and literatures; and the conception of the 
“western centre" as the only site where “con¬ 
tests over decolonisation” can now take 
place The enormity of this shift is puzzling, 
to put it as kindly as possible The continued 
American hostility toward the Arab world 
on the one hand, the sentencing of Rushdie 
by Ayatullah Khomeini on the other, com¬ 
bined with the failure of most people in 
Asia, Africa and the Arab world to do com¬ 
bat on Rushdie's behalf, seems to have given 
rise to an extraordinary fury against the west 
and non-west alike, with thl figure of the 
lonely writer in the western city—and the un¬ 
committed reader of novels in that same 
city- eventually emerging as the only figures 
of redemption 

VII 

1 hese ambivalences get played out fully 
only in the address on Commonwealth 
literature but some of the key formulations 
aic found in the essay on ‘Third World Intel¬ 
lectuals and Metropolitan Culture’, which we 
shall take up first. The latter half of the essay 
consists of the entirciv salutary recommen¬ 
dation that non-western writers be taken 
seriously by western readers. The main 
burden of the arguments rests, however, in 
a rather strange distinction between what get 
called “colonial" and “post-colonial" 
intellectuals; brief commentaries on four 
books to furbish this sweeping typology; and 
a resounding affirmation of the acquisition 
of western "technique" and personal loca¬ 
tion in “the western centre” as the prere¬ 
quisites of "insurgency” and “contest over 
de-colonisation" Before we get to all that, 
however, it may be useful to briefly indicate 
the breezy way in which generalisations get 
handled, as m the following rather in¬ 
teresting passage which opens the third 
paragraph- 

Resistance to imperialism does not, of course, 
only involve armed force or bands of guer¬ 
rillas. it is mainly allied with nationalism and 
with an aroused sense of aggrieved religious, 
cultural, or existential identity. In its pan- 
iheon arc great warriors like Abdel Qader of 
Algeria, prophets and priests like the Mahdi 
and Gandhi, a phalanx of nationalist 
writers—Tagore, Yeats, Neruda, Aime- 
Cesaire, Leopold Singhor—and dozens of 
intellectual figures like Marti, Mariategi, 
Fanon, Cabrai and others, whose major role 
in the creation of an emergent and alternative 
discourse cannot be minimised [emphasis 
added for the word mainly} 

Given that the Mahdi had declared himself 
a prophet, Gandhi clearly falls in the 
category of 'priests'. The affirmation of 
“nationalism”, here as in several other places, 
should be seen, meanwhile, in relation to the 
debunking of national identity which we 
shall see in the other essay. My immediate 


interest, however, is in the list—compiled in 
the genre of the post-modern pastiche—of 
nine names, joined to the infinite category 
of “others”, bringing together communists 
and anti-communists, pacificists and Marx¬ 
ists, five of whom actually either led or par¬ 
ticipated in guerijlla warfare, all mobilised 
to posit the idea that imperialism is mainly 
a cultural phenomenon to be opposed by an 
alternative discourse. What is important 
about Cabral evidently is his discursive posi¬ 
tion, not that he launched and led the armed 
struggle which led to the liberation of his 
country and contributed decisively to the 
liberation of all the Portuguese colonies in 
Africa, not to speak of the collapse of 
fascism in Portugal itself. 

With this insight in hand, Said then goes 
on to specify a certain typology of two kinds 
of intellectuals; the colonial and the post¬ 
colonial. In all, he discusses four authors. 
In the category of the colonial intellectuals 
fall C L R James, the Trinidadian com¬ 
munist and famous author of Black 
Jacobins, and the Arab nationalist historian, 
George Antonius, the author of equally 
famous The Arab Awakening. In the 
category of post-colonial intellectuals come 
the Malaysian writer Alatas and the Indian 
writer Ranajit Guha. Between the four, the 
globe is nicely covered, as are political 
ideologies, notably Marxism and na¬ 
tionalism. Before going on to the theoretical 
import and arbitrariness of Said's usage in 
the context at hand, it is necessary to clarify 
what these terms, “colonial” and "post¬ 
colonial”, actually mean in political thought. 
For, these are key analytic categories which 
are used for pcriodisation ot history as 
regards the rule over peoples of particular 
countries by ruling classes of other coun¬ 
tries; for the fundamental shifts that take 
place with de-colonisation in forms of state 
and relations between different national 
formations, units of capital, classes and 
economies; for the internal re-organisation 
of state personnel, modes of governance and 
appropriation as well as in circulation of 
surpluses nationally and internationally, 
when sovereign regimes are constituted in 
former colonies. This analytic distinction 
rests upon the fundamental fact that the 
ruling classs of a colony is located outside 
the colony and the colonial state is the in¬ 
strument of that externally-based ruling 
class; with de-colonisation, this structural 
feature of the dominated formation no 
longer applies and the formation therefore 
ceases to be colonial, regardless of any other 
kind of dependence. In political thought, 
these categories have a precise meaning 
because they refer not to the date of de¬ 
colonisation but to identifiable structural 
shifts in state and society, and in the hierar¬ 
chy of systemic determinations which struc¬ 
ture the relation between the imperialist 
bourgeoisie and the direct producers of the 
imperialised but sovereign nation-state of 
what previously was a colony, lb describe, 
on the other hand, a critic as ‘post-colonial’ 
simply because he/she came of age after 
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decolonisation is a tautology; to ascribe a 
shared cultural attitude toward western 
dominance to all intellectuals who begin 
writing after decolonisation, and a struc¬ 
turally different attitude to all those whose 
intellectual formation was completed under 
colonial rule, regardless of their individual, 
social and political locations, is the sheerest 
idealism and a kind of ahistorical levelling 
unavailable for rational argument. 

These categories, “colonial” and “post¬ 
colonial”, have no analytic value, nor 
theoretical status, when they are mobilised 
to homogenise very complex structures of 
intellectual productions or the trajectories 
and subjectivities of individual writers and 
critics or broad intellectual strata, of the 
kind that Said suggests in his essay. For par¬ 
ticular intellectuals or clusters of them, col¬ 
onial cultural ambience can last far beyond 
the moment of decolonisation; for others, 
rejection of cultural dominance of the col¬ 
onising country can take piace, and often 
does take place, well before the actual 
dissolution of the colonial state. Careers of 
historians and teachers like Susobhan 
Sarkar, sociologists like A R Dcsai, militants 
and intellectuals like KMS Namboodripad, 
not to speak of D D Kosambi— mathemati¬ 
cian, Sanskritist, anthropologist, historian 
of ancient India—span many years of both 
the colonial and the post-colonial periods, 
and none of them, let alone scores of others, 
display the kind of cut-and-dry charac¬ 
teristics that Said attaches so neatly to his 
category of “colonial” and “post-colonial” 
intellectuals. Kosambi started writing 
roughly at the same time as C L R James, 
Irfan Habib roughly at the same time as 
Ranajit Guha; the kind of distinction Said 
makes tells us nothing about these other tra¬ 
jectories. He simply inflates differences of 
individual formation and attitude into 
meaningless global typologies. 

What Said tells us is that colonial intellec¬ 
tuals, by which he simply means non- 
Europeans who wrote during the colonial 
period, be they nationalists or Marxists, 
always write within the cultural perspectives 
of European dominance, identifying 
themselves with European culture and think¬ 
ing of the colonising country as “mother 
country". As Said puts it: 

For James and Antonius the world of 
discourse inhabited by natives in the Carib¬ 
bean and the Arab Orient was honorably 
dependent upon the west... There is no sense 
in their work of men standing outside the 
Western cultaral tradition, however much 
they think of themselves as articulating the 
adversarial experience of colonial and/or 
non-western peoples. 

The generalisation which is intended here 
simply boggles the mind, for it is so obvious¬ 
ly contrary to what one knows about 
numerous intellectuals of the colonial period 
who never thought of themselves as ever 
standing inside the western cultural tradi¬ 
tion. Nor is one quite sure how Said can 
later describe Guha squarely as a “post- 
stnicturalist” and at the same time designate 


him the exemplary “post-colonial” intellec¬ 
tual standing outside the western cultural 
tradition; where, one wonders, is that line 
of demarcation between post- structuralism 
and the western cultural tradition! Post¬ 
colonial intellectuals are in any case said to 
be both outside western cultural tradition as 
well as having even a better command of the 
weapons of European critical thought; their 
real distinction is that they turn these 
weapons against their own tutors. No one 
in the past, during the colonial period, ap¬ 
parently did thatl Criticism of the most fun¬ 
damental aspects of Europe through critical 
methods learned initially in the European 
institutions was, one should have thought, a 
favourite pastime of great many nationalists. 

More significant nonetheless is Said’s very 
special way of according absolute centrality 
to those intellectuals of non-European origin 
who command a high degree of technical 
competence and who have chosen, both in 
the colonial and the post-colonial periods, 
to locate themselves in the west: 

These figures address the metropolis using 
the techniques, the discourses, the verv 
weapons of scholarship and criticism once 
reserved exclusively for the European, now 
adapted either for insurgency or revisionism 
at the very heart of the Western centre 
Both James (the “colonial”) and Guha (the 
“post-colonial”) have written significant 
books, but to designate the writing of such 
books as acts of “insurgency" appears 
excessive, not the least because words of that 
kind should be applied to the act of writing 
sparingly, lest not only acts but even words 
get devalued. Castro's writing of ‘History 
Shall Absolve Me’ or Mao’s writing of ‘The 
Hunan Report’ were certainly acts of in¬ 
surgency, as is the act of writing whenever 
it can constitute a challenge to the existing 
structure of rule and a risk to one’s securi¬ 
ty, but scholarly works on events of the late 
18th and early 19th century do not fall in 
that category. Guha did after ail publish his 
study of the permanent settlement of the late 
18th century, to which Said refers, some 16 
years after de-colonisation when enormous 
quantities of writing in India as well as 
Britain, during the colonial as well as the 
post-colonial periods, had demonstrated 
how much Indian agriculture had suffered 
from that settlement. What brings about 
such inflationary tendency in Said’s 
language here is probably the great impor¬ 
tance that he attaches to the very act of “ad¬ 
dressing the metropolis ...at the very heart 
of the western centre”, and it is probably this 
need to be “at the very heart of the western 
centre” which accounts for the emphasis on 
“the techniques, the discourses, the very 
weapons of scholarship"; if “addressing the 
metropolis” is what one does, then one bet¬ 
ter have those “techniques”, those “dis¬ 
courses”. (It should be pointed out in all 
fairness to Guha, though, that he moved per¬ 
manently to “the western centre" some years 
after writing the said book.) This migration 
of the superior scholar from non-western 
countries to the western ones is what Said 


calls the vbyage in and describes it in the 
following way: 

...the voyage in constitutes a specially in¬ 
teresting variety of hybrid cultural work. And 
that it exists at all is a sign of adversarial in¬ 
ternationalisation in an age of continued im¬ 
perial structures. 

That is a nice phrase: "adversarial inter¬ 
nationalisation”. Unfortunately, the novelty 
of the phrase serves to conceal the fact that 
there is usually no relationship between “the 
voyage in" and any “adversarial” activity. 
Earlier in the same paragraph Said speaks, 
inexplicably, of "intellectual and scholarly 
work from the peripheries, done either by 
immigrants or by visitors, both of whom are 
generally anti-imperialist”. That is not even 
remotely accurate The vast majority of “im¬ 
migrants and visitors” who go fron) “the 
peripheries" to the "western centre" in the 
United States are right-wing people, like 
Bharati Mukherjee, often even worse. Far 
from being "generally anti-imperialist”, they 
want to be part of the “centre"; the last thing 
they want is "adversarial internationalisa¬ 
tion”. Said seems not to know the immigrant 
communities on whose behalf he speaks, 
and one docs indeed peed a great distance 
from the reality of those “voyages", made 
overwhelmingly in pursuit of money and 
professional success, if one is actually able 
to formulate the following declarative, also 
in the same paragraph: 

The contest over decolonisation has moved 
from the peripheries lo rhe centre. 

The force of that word “moved" takes one’s 
breath away. The struggle against im¬ 
perialism now simply does not take place in 
the countries that are actually imperialised; 
it is a movable feast, and it goes where the 
experts go! The “contest over decolonisation 
becomes in this kind of formulation mainly 
a literary and literary-critical affair, and the 
elite academic intelligentsia, anchored in the 
metropolitan university, claims for itself, in 
an amazing gap between fact and self-image, 
the role of the world's revolutionary 
vanguard. The statement is definitive 
enough, but we may still ask: why is Rana¬ 
jit Guha deemed so uniquely endowed to 
represent the “post-colonial” intelligentsia? 
The first formulation we get is the follow¬ 
ing 

Guha’s book is, in ways that later post¬ 
structuralist wrilers (including Guha himself) 
would recognise, an archeological and 
dconstructive study ... 

Archeology (Foucault), deconstruction (Der¬ 
rida and friends) and post-structuralism 
generally seem thus to guarantee the per¬ 
sonal affinity. And Said also approves of 
Guha's writing in his capacity as literary 
critic: “narrative is replaced by irony”, Said 
says admiringly of Guha's style and makes 
much of his postulate that “post-colonial” 
history- writing of the kind that Guha prac¬ 
tises has ceased to be built around narratives 
and is far more interested in language itself. 
Literary criticism, in other words, is the 
desired model for the writing of history. But 
what fascinates Said about Ranajit Guha, 
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above all, is the issue of class origin, social 
and geographical location, and the accom¬ 
panying master> of research techniques and 
western knowledges. For, Said hardly talks 
about the substance of Guha’s book and it 
remains unclear whether he has actually read 
it. What he talks about, rather, is the fact 
that Guha comes from a family that was 
notably a beneficiary of the same Permanent 
Settlement of which Guha then offers the 
fulsome critique; that he then moved to 
western countries to carry on his work; and 
that Guha's mastery of technique and ar¬ 
chive is the equal of any western scholar. In 
a rhetorical inflation characteristic of the 
contemporary third-worldist intellectuals 
located in "the western centre”. Said then 
goes on to erase the fundamental political 
distinction between immigration and exile 
when he simply declares Guha to be an "exile 
figure”. With the personal choice one has w 
terlynowish to quarrel, and I surely neither 
know nor wish to judge the circumstances 
which lead any individual lo emigrate liorn 
one country to another, ihose ate smelly 
private matters By the sanv token, however, 
it is best not to misrepresent personal 
preference as fate ordained by icprc“,ion. 
Yet, the "exile figure” is central to the per 
sonna Said ascribes to Guha For, it is in this 
combination of comprador class ongin, 
western location, exile sell, and masteiy of 
techniques that Said locates the productive 
and oppositional energies of the suballernist 
project and its asserted ability to overturn 
the entire trajectory of all the schools and 
tendencies previously obtaining in Indian 
historiography. 

The social context of this privileging of 
Guha is of some considerable interest There 
arc several references to Subuitcrn Studies 
in these essays but, with the exception of a 
passing reference to Guha’s own miroduc- 
tory note in Volume One, Said does not even 
cite any of the individual texts that cornpnse 
this project, let alone any detailed engage¬ 
ment with the premises or products ol the 
project or, especially, with what may signify 
its difference from—puiported superiority 
over—other kinds of historiography .n 
India. One is not sure what it ts in the work 
itself that is being singled out foi praise in 
this foregrounding. Even in the singular case 
of Guha, where a particular book is men 
tioned, namely, A Rule of Property lor 
Bengal, two facts stand out. One is that it 
is an early work of Guha, published some 
two decades before the launching of the 
subaltern project, based upon his doctoral 
work within what one may loosely call the 
main traditions of Indian historiography, not 
entirely indifferent to premises shared with 
teachers hkc Susobhan Sarkar or rough con¬ 
temporaries like Irfan Habib. It is signifi¬ 
cant that Said is so notably silent about 
Guha’s more recent work in the actual 
subalternist mould. 40 Then, even with 
reference to A Rule of Property Said quotes 
only from the Introduction and only the 
biographical detail; it remains unclear 
whether Said is even interested in thinking 
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of the book itself, in relation to the immense 
body of writing on the Permanent Settle¬ 
ment which has accumulated in India over 
the decades, before Guha’s book and since. 
Given this pattern of invocation and affilia¬ 
tion, the actual content of what Guha or the 
general subaltern tendency actually does can 
hardly be an issue here, and all that matters 
is Said’s own construction of it. One comes 
away with the impression that the para¬ 
mount fact here is the structure of conver¬ 
sation, conference and personal encounter 
currently available in the American univer¬ 
sity, and tne pre-eminence of the subaltern 
group in that paiticular milieu. This, 
then, is cemented by the matter of “post- 
structuralism”; all other recognisable tradi¬ 
tions of history-writing in India have been, 
alter all, seif confessedly “historicist” The 
mam source of attraction is in any case the 
biographical one. class origin, privileged ac¬ 
cess to “technique” and “discourse”, the im¬ 
aginative construction of “exile", and the 
subsequent tc-locatinn. The irony of this 
personally felt and highly valorised bio¬ 
graphical detail nevertheless Ls that Said has 
given to us, with or without Guha’s consent, 
the portrait of a typical upper-layer 
bourgeois; foi, it is that kind of individual 
who has typically mobilised the accumula¬ 
tions achieved during the colonial period to 
acquire the most modern western tech¬ 
nology. Swiss bank accounts, apartments 
and branch offices in the metropolitan cen¬ 
tres, to launch upon collaborative competi 
tion with the metropolitan bourgeoisie, from 
the margins of global capitalism. In this ac¬ 
count, Guha becomes foi Indian historio 
graphy what Bajaj and Birla claim to have 
been for Indian industry: patriotic, albeit 
monopolistic, national bourgeois 

In according such primacy 10 metro¬ 
politan location Said is quite indifferent to 
the fact that not all subalternists have left 
the count tv, and there is of course a tren¬ 
chant ironv in the obviously paradoxical 
relationship between how the subalternist 
project would define itself and the way Said 
defines it, namely, as an upper class, emigre 
phenomenon at odds with its own class 
origin and metropolitan location. Suffice it 
to say that there is a very considerable 
resonance in this narrative of class origin, 
the migration as a voyage in, and preferred 
metropolitan location—the pleasures of self- 
exile much more often than forced exile— 
and the subsequent professionalisatton and 
hybridisation (“cultural amphibians” is 
Said’s laudatory term)—which far exceeds 
the terms of any personal choice that Guha 
might or might not have made, even though 
he is the one who gets singled out. For, one 
of the few features that these latter essays 
share with Orientalism is that they continue 
to speak to the existential situation-the 
class privilege, the presumed oppositional 
and beleaguered situation, the technical 
ability to collaborate as well as compete, the 
professional location—of the more privileg¬ 
ed sections of the incoming immigrant in the 
United States. Whf.t is significant in terms 


of authorial intentions, meanwhile, ii the 
fact that the turn from a wholesale denun¬ 
ciation of the west, so uncompromising in 
Orientalism, to an equally sweeping desire 
for a location in the west, which these latest 
essays assert, is now complete 

vin 

Predilections of this kind are what Said 
brings to the even more complex and inter¬ 
nally far more riven essay, ‘Figures, Con¬ 
figurations, Transfigurations’, which is 
notable for its high estimation of western 
canonicity, its debunking of the non-west, 
its handsome praise for the civilising mis¬ 
sion of English, its advocacy not only of 
literature’s aesthetic pleasures but also its 
central importance as a vehicle for consum¬ 
ing the world. Reversals of great many earlier 
positions are simply astonishing. 

Said starts by commending the “salutary 
and invigorating quality in the very notion 
of Commonwealth literature today”, which 
is surprising tor anyone on the left, since all 
that is wrong wiih the "Commonwealth” 
begins with the notion that it should exist 
at .ill. Said, however, secs in this construct 
an “invigorating” ciwhsational mission, as 
follows: 

If configurations like Commonwealth or 
world literature are to have any meaning at 
all, it is . because (hey interact ferociously 
not only with the whole nationalist basis for 
the composition and study of literature, but 
also with the lofty independence and indif¬ 
ference with which it has become customary 
Furocentrically to regard metropolitan 
western literatures. 

Now, “Commonwealth literature’’ is a con¬ 
struct pretty much of the British Council 
and is limned largely to its clients, who 
themselves construe it as a conglemoration 
of discrete “national” traditions; the “feroci¬ 
ty" Said imputes to it is at best imaginary. 
His ambivalent and self-cancelling remarks 
on literatures of Asia and Africa which sur¬ 
face in this same article I shall quote below, 
and it will become clear that what he means 
by “world literature” is pretty much what 
Gogthe actually meant and Arnold might 
l\dve accepted, namely, a club of ‘great 
Rooks’. What is most pertinent in any case 
isi the denunciation of “the nationalise 
basis”, which is a rather significant depar¬ 
ture in this essay but should not be very sur¬ 
prising after our preceding analysis. 

This civilising mission is said to reside, 
further, in the very global pre-eminence of 
English language itself: “What gives the ac¬ 
tuality of Commonwealth literature its 
special force is-that, of all languages today, 
English is, properly speaking, the world 
language” (I am certain Said does not 
register, let alone intend, the pun in “pro¬ 
perly speaking”.) Ngugi Wa Thongo, the 
Kenyan writer, is then invoked to make the 
point that this global circulation of English 
makes it possibe for us to ‘de-colonise* our 
minds through study in the same language 
that was used to colonise us. This too if 
somewhat surprising, both because Ngugi 
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kfi* ,iw the last several yean made the point 
that in order to fully de-colooise hi* mind 
he must rather write in Swahili and Kikuyu, 
and because this beneficent role of English 
ai' vehicle of enlightenment and world 
culture is at least over-stated. In present-day 
India, surely, PngHsh oocupim a much more 
contradictory space: as at once a language 
for the production of knowledge, a means 
of connecting the country with currents 
around the world, both good and bad. as 
well as a lint/of demarcation, a cultural 
boundary between privilege and disposses¬ 
sion; for many among the literati, it is also 
the language of the Raj nostalgia. Said, 
however, is insistent on this point of the 
dvilising ethos. He recounts a visit to a 
national university in one of the Ouif states 
and, having registered the fact that the 
English department attracted the largest 
number of students, goes on to bemoan two 
facts: that so many students took English 
not for its literature but as a technical 
language needed for professional advance¬ 
ment; and that “English, such as it was, 
existed in what seemed to be a seething 
cauldron of Islamic revivalism”. Both these 
laments deserve some comment. 

Said’s main statement about the use of 
English in the Gulf state runs as follows: 

This all but terminally consigned E nglish to 
the level of a technical language almost total¬ 
ly stripped not only of expressive and 
aesthetic characteristics but also denuded of 
any critical or self-conscious dimension. You 
learned English to use computers, respond 
to orders, transmit telexes, decipher manifests 
and so forth. That was all. 

Said’s lament is quite unmodulated by any 
awareness that English has become a “world 
language”, a fact which he celebrates, not 
because of its “aesthetic characteristics" or 
"critical dimension”— t e, not owing to its 
literature and literary critics—but because 
of its centrality in the administrative and 
capitalist enterprises in the most powerful 
empires of past and present, hence as a 
language of rule (“taking orders”) and of 
command in global grids of telecommunica¬ 
tions, airlines, administration, transnational 
corporation. The poor student whom Said 
so derides in fact makes a rational choice, 
in his own circumstances, in learning the 
technical aspect and ignoring the aesthetic 
one. 

The main comment on the beleaguered 
situation of this “world language” in the 
midst of a “seething cauldron” runs, mean¬ 
while, as follows: 

Either it is a technical language with wholly 
instrumental characteristics and features; or 
it is a foreign language with various implicit 
connections to the larger English-speaking 
world, but where its presence abuts on the 
much more impressive, much more for¬ 
midable emergent reality of organised 
religious fervour. And since the language of 
Islam is Arabic, a language with considerable 
literary community and heiratic force, 
English seems to me to have sunk quite low. ” 


Against this debasement and overwhelming 
of the “world language^ by organised 
religious fervour” are ranged “smaller 
literate groups that are bound together not 
by insensate polemic but by affinities, 
Sympathies and compassion”. A particularly 
important member of these “smaller literate 
groups” is Salman Rushdie, whom Said has 
defended most fervently, in this article as 
well as in every other public forum available 
for the defence, partly because “That the 
novel dealt with Islam in English and for 
what was believed to be a largely western 
audience was its main offence.” 

Said’s way of posing English against 
Arabic is odd. In the Arab-speaking coun¬ 
tries, surely, the characterisation of Arabic 
as the language of Islam (as of all else) may 
be substantially true, but insofar as he 
speaks constantly of larger things (Asia and 
Africa, Commonwealth literature, Rushdie 
and “the Khomeini threat”) it may be worth 
recalling that the vast majority of Muslims 
in the world speak or understand no Arabic. 
More to the point,, any number of studies 
exist to show that the urban petty bour¬ 
geoisie which normally constitutes the cut¬ 
ting edge of “otganised religious fervour” 
in a number of countries is educated in 
English as much as in any other language; 
tn the “Islamic world”, certainly. English- 
knowing professionals occupy key positions 
in such movements, and the representatives 
of orthodox Islam who led the campaign 
against Satanic Verses iri England knew 
English very well, while great many knew no 
Arabic. And it is entirely to be doubted that 
such representatives ol orthodox Islam, in 
eluding the Iiam clerics, would have been 
any the more forgiving il Satanic Verses had 
been written tn Arabic, Farsi, Urdu or any 
other language, lor Asian and Arab reader- 
ships; what caused the outrage was the 
book’s heresy, not its language of com¬ 
munication. Being written in English and for 
primarily western audiences became an issue 
only with regard to the money and power 
such facts normally represent, not to speak 
of the corrupting potential of that kind of 
money and that kind of metropolitan loca¬ 
tion, hero-worship, etc, made worse by the 
way the book got used by the (English- 
speaking) British and American states 
The touchstone for Said is provided by the 
issue of rising, or failing to rise, in Rushdie's 
defence. That most writers located in Asia 
and Africa failed to rise to this grand duty 
is said to indicate, then, that this intelligent¬ 
sia is possessed, on the one hand, by net¬ 
works of multinational information (CNN, 
NBC, etc), and, on the other, complicities 
with their own states and regimes, with the 
result that 

in the relatively open environment postulated 
by communities ol readers interested in 
emergent post-colonial Commonwealth and 
Francophone literature, the underlying con¬ 
figurations on the ground are directed and 
controlled not by processes of hermeneutic 
investigation, nor by sympathetic and literate 
intuition, nor by informed reading, but by 
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much coarser and instrumental ;-cxe*S(* : 
whose goal is the mobilisation of consent, 
the eradication of dissent, the promotion foif 
an almost literally blind patriotism [emphasl* 
added). 

Those readers who are interested in ‘Com*; 
monwealth literature’, we are being told, 
“postulate” “open environments” but thrne 
readerly islands of liberality are besidged by 
“configurations on the ground” based on 
“blind patriotism”; bureaucrats of the 
British Council, who have invented the, 
category of ‘Commonwealth literature', feel, 

I am sure, the same way. There is even a note 
of nostalgia. “Environment” was once 
“open”, but “intuition” has now ceased to 
be "literate”, and communities have become 
incapable of "hermeneutic investigation” 
and "informed reading”; what once had the 
potential of becoming refined has become 
“much coarset”; the issue of the ‘state* shall 
come up soon, but what is lamented here is 
“the underlying configuration on the 
ground”, i e, the state of mass culture itself, 
exemplified by those students who read 
English for technical purposes (“instrumen¬ 
tal process”) and not for its aesthetic beau¬ 
ty (through “hermeneutic investigation”). 
The Arnoldian problematic of culture and 
anarchy is here in lull bloom. Once these 
“communities" can be accused of lacking 
in all that the literary critic most values— 
literate intuition, hermeneutics, informed 
reading—they obviously become "literally 
blind”. The evidence of this literal blindness 
of course is “the quite stunning acquiescence 
of the Islamic world to the overall prohibi¬ 
tions and proscriptions as well as threats 
pronounced against Salman Rushdie’’, a lone 
genius whom an entire world (“Islamic 
world") fails to appreciate because of its 
blindness, its coarseness, its lack of 
hermeneutic finesse. Aside from the damn¬ 
ing fact that they have come to regard 
English only as a “technical language*’ while 
disregarding its "aesthetic characteristics", 
the main problem of these communities is 
that they- identify too closely with their state; 
not realising that “the chief, most official, 
lorceful and coercive identity is the state with 
its borders, customs, ruling parties and 
authorities". Wc shall not comment hereon 
the double edged meaning of the word 
“customs”, but that a stateless'Palestinian, 
longing always to have a state of his own, 
should describe the stale— all states; the state 
as such—as a “coercive identity” signifies 
a paradox too painful to bear comment. It 
is well to remember, however, that rriultina- 
tional capital registers exactly the same ob¬ 
jection against sovereign states of Asia and 
Africa they have their governments, custom 
duties, borders, etc, so that free movement 
of capital and commodities is impeded. Of 
course, ‘customs’ also means signifying 
cultural practices; to have ‘customs’ of one’s 
own in a non-European setting means hav¬ 
ing a hermeneutics of judgment which the 
metropolitan critic would not recognise as 
hermeneutics at all. 

The price of not possessing hermeneutics 
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but being enclosed within the borders and 
customs of A'*an and African countries is 
not only that the; fail to recognise a genius 
when they see one, Salman Rushdie in the 
case, but that the literature they themselves 
produce within those frontiers is fated to re¬ 
main forever inferior: 

I think it is a mistake to try to show that the 
•other’ literatures of Africa and Asia, with 
their more obviously worldly affiliation to 
power and politics, can be studied respec¬ 
tably, that is, as if they were in actuality as 
high, as autonomous, as aesthetically in¬ 
dependent and satisfying as French, German 
or English literatures. The notion of black 
skin in a white mask is no more serviceable 
and dignified in literary study than it is in 
politics. Emulation and mimicry ncvei get 
one very far. 

Naipaul, surely, never made a judgment 
more damning. The key word here is of 
course “respectably”; people of Asia and 
Africa who produce literature within their 
own borders and according to their own 
'customs' simply are not worthy of respect, 
because they are mimic men, all In direct 
contrast, we get—from the author of Orien¬ 
talism. no less—the characterisation of 
“French, German and English literatures” 
as not only “high" but also "autonomous”, 
"aesthetically independent” and “satisfy¬ 
ing”. Now, satisfaction is doubtless a 
personal trotter, but may otte ask: 
^autonomous" and “independent” of what? 
The whole point of Orientalism, one should 
have thought was that these literatures were 
not autonomous, that they were too com¬ 
plied in colonialism to be spoken of primari¬ 
ly in terms of “high” aesthetics. 

All such mimicries (African and Asian 
literatures) and such coercive identities (the 
state, surely, but also nation, gender, class) 
need to be left behind. Once these are shed, 
the real business of literature can begin: 
The reader and writer of literature... no 
longer needs to tie him or herself to an image 
of the poet or scholar in isolation, secure, 
stable, national in identity, class, gender, or 
profession, but can think and experience with 
Genet in Palestine or Algeria, with Tkyeb 
Saleh as a black man in London, with 
Jamaica Kincaid in the white world, with 
Rushdie in India and Britain, and so on. 

.. ,1b paraphrase from a remark made by 
Auerbach in one of his last essays, our 
philological home is the world, and not the 
nation or even the individual writer. 

Rarely has one come across in the latter half 
of the present century so unabashed a 
recommendation that the world, especially 
the “Orient”—Palestine; Algeria, India—and 
indeed all the races, white and black, be con¬ 
sumed in the form of those fictions of this 
world which are available in the bookshops 
of the metropolitan countries; the condition 
of becoming this perfect consumer of course 
is that one frees oneself from stable iden¬ 
tities of class, nation, gender. Thus it is that 
sovereignty comes to be invested in the 
header of literature; fully in command of an 
imperial geography. All that seems to have 


changed since Auerbach made that recom¬ 
mendation, in the name of philology, is that 
London itself—Britain, the white world— 
has become an object among other objects 
of consumption, quite at par with India. 
This is the imperial geography not of the col¬ 
onial period but of late capitalism: com¬ 
modity acquires universality, and a univer¬ 
sal market arises across national frontiers 
and local customs, while white trade rejoins 
the black trade. When cultural criticism 
reaches this point of convergence with the 
universal market, one might add, it becomes 
indistinguishable from commodity fetishism 

IX 

So one returns, inevitably, to the question 
of Marxism In the essay ‘Secular Criticism', 
which serves both as dossier of his baste 
theoretical position and as Introduction to 
the book. The World, The Text, The Critic, 
Said had said: 

it may seem that I am an undeclared 
Marxist, alratd of losing respectability... 

on the important matter of a critical posi¬ 
tion, its relationship to Marxism, liberalism, 
even anarchism, it needs to be said that 
criticism modified in advance by labels like 
"Marxism", or “liberalism”, is, in my view, 
an oxymoron. 

The net effect of “doing” Marxist criticism 
or writing at the present time is of course to 
declare political preference, but it is also to 
put oneself outside a great deal of things 
going on in the world, so to speak, and in 
other kinds of criticism [pp 28-29] 

But supposing that what Marxists write was 
not to be prejudged and already disparaged 
as "doing”, in the quotation marks; and sup¬ 
posing also that Marxism itself, when used 
alongside criticism, would be neither marked 
in similar fashion nor described as a 
“label”—that is to say, if Said were to adopt 
a kind of direct phrasing that would accept 
responsibility for its own meaning, and not 
one so overwrought with mockery and 
polemic as to foreclose the possibility of 
serious argument—would it not be possible 
then to face the problem squarely? The pro 
blem of “losing respectability” 1 shall not 
raise because that is always a personal and 
therefore very touchy matter, though I must 
confess I cannot help being reminded of the 
passage I quoted a little earlier, where Said 
declares that those “ ‘other* literatures", 
Asian and African, cannot be read respec¬ 
tably as being at par with the European. 
Some other problems I may mention. The 
problem that one creates for the coherence 
of one’s own thought when one refuses to 
acknowledge the full import of the fact that 
Gramsci was a communist militant, so that 
the word Marxist would quite accurately 
describe the nature of his undertaking, and 
when one tries to claim, instead, that 
Gramsci was just another Jutien Benda, 
^another Mathew Arnold. The problem of 
accepting far too much from the dominant 


American ideology when one gives oneself 
the right to use the term ‘Secular Criticism’ 
ag_the title of the chapter, when “opposi¬ 
tional criticism” can be Recommended, when 
Guha can be lauded for being a “post- 
structuralist writer”—when one regularly 
' takes recourse, in other words, to the com¬ 
mon practice of putting two words together 
in order to specify lineages of theoretical or 
political position in all kinds of other 
situations—but the use of the word ‘Marxist’ 
before the word ‘criticism’ is declared 
oxymoronic. Why should one not attach the 
word ‘Marxist —not the label, but the 
word—and attach it consistently, without 
quotation marks, to all that Lukacs wrote 
after he had in fact become a Marxist, and 
then try to think through his Marxism, one's 
own Marxism if one has any, and Marxism 
in general ? What sanctity attaches to the 
word ‘criticism’ which gets elevated by the 
term ‘oppositional’ or ‘secular’, but gets 
defiled by the term ‘Marxist’? 

i 

The larger issue, admittedly, is that of 
one's willingness, or lack of willingness, “to 
put oneself outside a great deal of things 
going on in the world”. The pain of any 
ethical life is that all fundamental bondings, 
affiliations, stable political positions require 
that one ceases to desire, voraciously, 
everything that is available in this world; that 
one learns to deny oneself some of the 
pleasures, rewards, consumptions, even af¬ 
filiations of certain sorts. This much Said 
must have himself learned through his con¬ 
sistent anti-Zionism. Why is Marxism singl¬ 
ed out for this pain—and joy—of choosing? 
Rather, why Marxism alone is associated 
only with the pain, but not the joy and the 
ethical need, of choosing? Is it that the 
secular and the religious, even the Zionist 
and the anti-Zionist, can equally respectably 
partake of the imperial geography and the 
consumptions of ‘great deal of things’, and 
it is only a fundamental acceptance of a 
Marxist position, with all its consequences, 
which entails an unbearable self-denial? 

Like all political positions which are 
ethically viable, the Marxist one also closes 
off certain possibilities and opens up certain 
others. In choosing such a position, one 
chooses the closures, certainly, bpt one also 
chooses the potentialities. Said’s warning, 
which is also a self-warning, that a choice 
for Marxism entails putting ‘toneself outside 
a great deal of things” points toward a pos¬ 
sible inventory of self-denials; it is a pity, 
though, that Said never takes stock of what 
Marxism might have made possible; nor of 
what one actually loses when one puts 
oneself inside too many things. Having 
access to “great deal of things" always gives 
one a sense of opulence, mastery, reach, 
choice, freedom, erudition, play- But resolu¬ 
tion of the kind of ambivalences and self¬ 
cancelling procedures which beset Said’s 
thought require that some positions be 
vacated, some choices be made, some of 
these “great deal of things” be renounced. 
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Notes 


[This essay is based on a chapter m my for¬ 
thcoming book. In Theory: Gasses, Nations, 
Literatures (Verso, London). Earlier drafts were 
presented in the Fellows’ Seminar at the Centre 
for Contemporary Studies, Nehru Memorial 
Museum and Library, New Delhi, and sub¬ 
sequently in seminars at the Centre for 
Historical Studies, Jawaharlal Nehru Univer¬ 
sity, as well as in the history department of 
Delhi University. The author is grateful for 
comments and criticisms offered by audiences 
at these distinguished institutions, in the course 
of subsequent discussions, formal and infor¬ 
mal. For a related argument, see my ‘Between 
Orientalism and Hisloricism: Anthropological 
Knowledge of India’ in Studies in History, 
vol VII, no 1, January-June 1991, Delhi.] 

1 See my ‘Jameson’s Rhetoric of Otherness 
and the ‘National’ Allegory in Social list, 
no 17, Autumn 1978, New York. 

2 Said, Edward W, The Question of Palestine, 
New York, Doubleday, 1980. 

3 Said, Edward W, After the Last Sky: 
Palestinian Lives, New York, Pantheon, 
1986. 

4 Aside from scores of articles and interven¬ 
tions in the journalistic media, see in par¬ 
ticular Blaming the Victims: Spurious 
Scholarship and the Palestinian Question, 
London, Verso, 1987; co-authored with 
Christopher Hitchens. 

3 Said, Edward W, ‘Zionism from the Stand¬ 
point of Its Victims’ in the inaugura' issue 
of Social Tbit, Winter 1979, later integrated 
into The Question of Palestine. 

6 Said, Edward W, Orientalism, Vintage 
Books Edition, 1979, p 27 All subsequent 
references to the book‘shall be to this 
edition. 

7 See, Said, Edward W, Joseph Conrad and 
the Fiction of Autobiography, Harvard 
University Press, 1966 and Beginnings: 
Intention and Method, Basic Books, 1975 

8 Twelve years after the publication of Orien¬ 
talism, in his essay entitled ‘Figures, Con¬ 
figurations, TVansfiguration’ in Race and 
Class, volume 32, no 1. 1990, where the title 
itself plays on the philological trope of 
‘figuration’, Said uses the verb “revere”, with 
its inescapably religious connotations, for 
describing his own sense of awe when he 
thinks of Auerbach and Spitzer. 

9 For a scrupulous examination of Said’s 
highly quetionable uses of Foucault, 
though with very different emphases than 
mine, see ‘On Orientalism' in James 
Clifford’s The Predicament of Culture, 
Harvard, 1988. 

10 Said of course locates Marx not in what 
Foucault calls the ‘discourse’ of political 
economy but in the literary ambience of 
what Said himself designates as an ‘orien¬ 
talist discourse’, without even addressing the 
question, as any Foucaultian obviously 
would, whether or not statements, and their 
authors, can actually circulate so very freely 
between discursive Helds which are other¬ 
wise mutually so distinct and discontinuous. 
For more on the treatment of Marx in 
Orientalism see below. 

11 Said, Edward W, ‘Kim, The Pleasures of Im¬ 
perialism’ in Raritan Quarterly 

12 Reference here and in subsequent quotation 


and pagination is to the Norton paperback 
edition of 1969, which is a reprint of the 
original 1928 translation by Richard 
Aldington. 

13 Said, Edward W, The World, The Tbit, and 
the Critic, Harvard University Press, 1983, 
pp 14-15. 

14 As Raymond Williams once trenchantly 
remarked in a very different context, those 
who claim to be beyond alt ‘isms' rarely 
examine the ‘ism’ of their own ‘criticism’. 
See- Raymond Williams, The Crisis of 
English Studies’, New Left Review, no 129. 
September October 1981. 

15 The latter pages of Said's famous essay, 
‘Representing the Colonised: Anthro¬ 
pology’s lmerlocuters’ ( Critical Inquiry 
no 15, Winter 1989), which was delivered 
originally as an address at the 86th annual 
meeting of the American Anthropological 
Association in Chicago, November 21, 1987, 
may be usefully consulted for this use of 
the collective pronoun. 

16 Lewis, Bernard, ‘The Question of Orien¬ 
talism’ in New York Review of Books, 
June 24, 1982 

17 Raskin, Jonah, The Mythology of Im¬ 
perialism, Random House, New York, 1971. 

18 First presented at lhe Essex University Con¬ 
ference on ‘Europe and its others' in 1984, 
six years after the original publication of 
Orientalism, this essay, ‘Orientalism Recon¬ 
sidered’ had been reproduced widely, as, for 
example, in the American journal, Critical 
Inquiry, and the British journal, Race and 
Class, as well as in books, such as Barker, 
Hume, lversen and Loxlcy (eds). Literature, 
Politics and Theory, London, 1986. 

19 Elsewhere of course, it is precisely Vico's 
‘historicist’ statements which Said would 
invoke for high praise. See, for example, The 
World, the Tbit, and the Critic, pp 290-91, 
where he explicates one of his favourite 
quotations from Vico, as well as the superb 
passage on p 114 where he makes a crucial 
point about Vico’s idea of history through 
a wonderfully inflected reference to Bach's 
Goldberg Variations. 

20 See ‘Writing about Islam and the Arabs: A 
review of E W Said, Orientalism' in I and 
C, no 9, Winter 1981/82. It might be helpful 
to know that I and C was previously 
published as Ideology and Consciousness, 
but was then reduced to mere initials after 
the editors lost nerve about the categories 
of both ‘ideologv’ and ‘consciousness’. 

21 Said keeps shifting, throughout the book, 
between one set of statements in which ‘the 
Orient’ is said to have ‘always’ served for 
Europe as the image of an absolute other, 
inferioi and exotic and alien and insuf¬ 
ferable because of this inferiority, and 
another set of statements which suggest that 
‘the west’ has ‘always’ sought to represent 
‘the Orient’ as a partial self-image, not 
necessarily inferior (e g, ‘To the Westerner, 
however, the Oriental was always like some 
aspect of the west; Indian religion was 
essentially an Oriental version of German- 
Christian pantheism’, p 67). One might note, 
in passing, though Said does not say, that 
at least some of those romantics regarded 
the ‘indian religion’ as the purer, higher 
form. 

22 Variants of the following statement, tor 


■nrarayii, be found throughout tj)C 
book; “lb ray simply that Orientalism was. 
a rationalisation of colonial rule is » isnote- 
the extent to which colonial rate W*j 
justified in advance by Orientalism, radhiK: 
than after the fact” (p 39). A 1 ; j 

23 Samir Amin’s work on this question iafj$T 

more extensive in Arabic but the idevaatj 
argument about epistemic unity both of tht 
Mediterranean antiquity on the one bahtfe^l 
and of the Christian and Islamic theological - 
bases on the other, is summarised alSQht j 
his Eurocentnsm (Monthly Review Pit*!,''; 
New York, 1989). i 

24 Bernal demonstrates convincingly that (Mtf 
fabrication of ancient Greece at as . 
originary and autonomous cultural forma¬ 
tion, its sundering from the composite 
Mediterranean culture in which it had been 
placed overlappingly with Egyptian and 
Levantine antiquities, and its relocation as 
the fount of a west European history rather 
than at the confluence of Afro-Asiatic- 
European confluence—i e, the mapping of 
an Athens-to-Albion cultural grid which 
demarcates Europe from Asia—is a product 
really of the late 18th century onwards, after 
the main European interests (in both senses . 
of the word) shift from Egypt to India and 
when the Indo-Aryan linguistic model gets 
going as the basic explanatory model for 
cultural unities and mobilities. See Martin 
Bernal, Black Athena: The AfmasiaUc 
Roots of Classical Civilisation, Volume I: 
The Fabrication of Ancient Greece 
1785-1985 (Rutgers University Press, New 
Brunswick. 1987). 

25 For an erudite survey of a field, in which , 
much originality resides actually in the way 
Said draws upon prior critiques, see his 
‘Representing the Colonised:* Anthro¬ 
pology’s Interlocutors' (Critical Inquiry; 
Winter 1989). 

26 Said, Edward W, ‘Jane Austen and Empire? 
in Terry Eagleton (ed), Raymond Williams: 
Critical Perspectives, Polity Press, London, 
1989 

27 See chapter two, ‘Languages of Class, 
Ideologies of Immigration' in my forth¬ 
coming book. In Theory: Classes, Nations, 
Literatures (London, Verso). 

28 See my ’Between Orientalism and HistO- 
ricism: Anthropological Knowledge of 
India’ in Studies in History (Volume VII, 
no I, January-June 1991) for detailed 
examination of Ronald lnden's Imagining . 
India (Basil Blackwell, 1990)*. 

29 See Partha Chalterjee, ‘Caste and Subaltern 
Consciousness' in Ranajit Guha (ed). 
Subaltern Studies, Volume VI (Oxford, New 
Delhi, 1989) 

30 See my Rushdie's Shame: Postmodernism, 
Migrancy and the Representations of 
Women' in Economic and Political Weekly, 
June 15, 1991. 

31 See my essays referred to in notes 1 and 29 
for detailed discussions of the theoretical 
category ol Third world literature 1 . 

32 ‘Media, Margin,, and Modernity; Raymond 
Williams and Edward Said’, Appendix to 
Raymond Williams, The Politics of 
Modernism: Against the New Conformists, 
pp 196-97 (London, Verso, 1989). The 
transcript of that public discussion, and 
indeed the whole book, ends on that 
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sentence about 'feminist credentials*. 

33 This essay has also appeared as an introduc¬ 
tion to Sch^b’s own The Oriental 
Renaissance: Europe’s Rediscovery of India 
and the East. 1680-1880, translation of Le 
Renaissance Orientale (19S4) by Gene 
Patterson-Black and Victoria Reinking 
(New York, Columbia University Press, 
1984). The high praise Schwab receives in 
this essay makes curious reading when set 
against the very marginal treatment he gets 
in Orientalism itself. 

34 In his last book, Stare; Power, Socialism 
(New Left Books, London, 1978; transla¬ 
tion by Patrick Camtller of l. ‘Flat, le 
Pouvoir, le Socialism, published in Paris 
that same year), Poulantzas offers a critique 
of Foucault from a Marxist position but 
tries also to find common ground between 
the two. See, in particular the section on 
‘Law’ in ftn One and the one etintled 
'Towards a Relational Theory of Power?’ 
in Part T\vo. This critique, in the book that 
is theoretically the most eclectic in 
Poullanxju’s overall oeuvre, was obviously 
not available to Said at the tune of the 
writing of Orientalism 

35 The World, the Text. , op cit, pp 244-46. 
This distancing from Foucault was then to 
be repeated in the more recent essay, 
‘Foucault and the Imagination of Power’ in 
David Couzen (ed). Foucault. A Critical 
Reader (Routledge, tondon, 1989), which 
too says less than what is there already in 
Poulantzas. 

36 This emphasis on ’resistance’ outside the 
'grand narratives’ is not notably different 
from the one that Foucault (partially aided 
by Deleu/e) delineates in great many places, 
including the two interviesvs published as 
the concluding chapters of Michel Foucault, 
Language, Countermornory. Practice 
(edited by Donald Bouchard, Cornell 
University Press, Ithaca. New York, 1977) 

37 See Said, Edward W, 'Opponents, 
Audiences, Constituencies and Community’ 

(Critical Inquiry, no 9, 1982; reprinted in 
Hal Foster (ed) The Ann -.Aesthetic: Essays 
on Post-Modern Culture. Port Townsend, 
Washington, Bay Press, 1982, pp 135-59). 

38 Editor of the series Subaltern Studies, and 
author most notably of A Rule of Property 
for Bengal (1963) and Elementary Aspects 
of Peasant Insurgency in Colonial Imlu 
(1983), Ranajit Guha taught history lor 
many years at Sussex in Great Britain before 
moving in 1980 to the Australian National 
University, Canberra. 

39 See Said, Edward W, 'The Imperial 
Spectacle 1 , Grand Street. 

40 The more recent Elementary Aspects would 
be a closer approximation of the Subal- 
Ufrmst approach ('post-structuralism', as 
Said designates it), but the monograph. An 
Indian Historiography of India: A I9lh 
Century Agenda and Its Implications 
(K P Bagchi, Calcutta, 1988), the superb 
essay, possibly Guha’s best work in the past 
quarter century, entitled ‘Chandra's Death’ 
(Subahem Siuttes, V, Delhi, 1987), and the 
recent, much lengthier and much more pro¬ 
blematic essay ‘Dominance Without 
Hegemony and Its Historiography’ Studies, 
VI, Delhi, 1989) would have been even more 
representative. 
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PERSPECTIVES 


Meaning of Los Angeles Riots 

A T Callinicos 


What happened in Los Angeles in April was not a race riot—a 
term better reserved for episodes whose predominant character is 
violence between different races, like the anti-black pogroms in 
Chicago in 1919 and Detroit in 1943—but a class rebellion, a 
rising by the poor of Los Angeles against all the ills and injustices 
inflicted on them in the Reagan-Bush era. 


in which almost everyone shares IA 
middle-class affluence amidst endless sun¬ 
shine. Television programmes such as LA , '* 
Law and Beverley Hills 90210 
acknowledge the existence of a darker 
edge of poverty and racism, but largely as 
a contrast to the radiant pursuit of hap¬ 
piness which dominates the picture 

The dark side of LA has now been ex¬ 
posed in the full light of day. But what 
does the rebellion portend? What caused 
it and what are its likely consequences? 


WE have become, in the past few years, 
used to, even blase about, events which 
can be genuinely described as world- 
historical. The revolutions in eastern 
Europe and the collapse of the Soviet 
Union constitute the most obvious exam¬ 
ple, disrupting, as they have, the interna¬ 
tional state-system on a scale not seen 
since what Arno Mayer calls the Thirty 
Years War of 1914-45 1 The riots which 
broke out in south-central Ins Angeles on 
April 29 also have a claim to be called 
world-historical.' 

This is not simply because of the scale 
of the riots—the largest the United States 
has experienced in the 20th century, lead¬ 
ing to 58 deaths and causing nearly S I 
billion worth of damage. For they occur¬ 
red at a particular historical conjuncture, 
when western market capitalism appeared 
to preside triumphant over the world, its 
lack of serious challengers confirmed by 
the disintegration of Stalinism and by the 
US-led coalition's defeat of Iraq in the se¬ 
cond Gulf war. This triumph has of 
course been theorised by Francis 
Fukuyama as the end of history in the 
sense of ‘history understood as a single, 
coherent, evolutfonary process’: no higher 
social form than liberal capitalism can be 
conceived of Fukuyama concedes that the 
advanced capitalist countries still involve 
considerable social inequalities, but argues 
that “the sources of inequality will in¬ 
creasingly be attributable to the natural 
inequality of talents, the economically 
necessary division of labour, and to 
culture”. The tensions of liberal 
democracy and capitalism will henceforth 
come, he predicts, not from class an¬ 
tagonisms, but from “liberal democracy’s 
tendency to grant equal recognition to un¬ 
equal people”, its inability to grant the 
especially gifted the special esteem they 
demand . 3 

Fukuyama is himself based in southern 
California, not far from the ghettoes 
which exploded at the end of April. The 
riots—or to describe them more accurate¬ 
ly the rising—suggest that far greater 


social strains exist within even the greatest 
liberal democracy than he is prepared to 
acknowledge. The image offered by the 
rising—summed up by the London 
Observer's headline of May 3: ’Super¬ 
power Retakes Gutted Second City’- sits 
ill with the tnumphalist proclamations of 
a ‘second American century’ aftei the 
opening of the Berlin Wall. 

The location of the rebellion is itself 
significant. For less Angeles is one of the 
capital cities of the most dynamic rone of 
the world economy - the Pacific rim, em¬ 
bracing Japan, the east Asian four tigers 
(South Korea, Taiwan, Singapore, and 
Hong Kong), appendages such as Malaysia. 
Thailand, and Australia, and the western 
United States. The southern Californian 
economy is increasingly closely connected 
to Japanese capitalism. At the height of 
the last boom in the mid-1980s, Califor¬ 
nia was running a $ 20 billion trade deficit 
(on total trade worth nearly S 30 billion) 
with Japan, any visitor is struck by the 
number of Japanese cars on California’s 
freeways. Los Angeles has been a major 
recipient of Japanese financial and real- 
estate investment: a third of downtown 
LA is owned by Japanese interests.* 

Los Angeles is thus a Wettstadt, in¬ 
tegrated into the circuits of what is becom¬ 
ing global capitalism’s leading zone. This 
strategic international position corres¬ 
ponds to the city’s increasingly polyglot 
population. California in the 1980s and 
early 1990s has been the recipient of a vast 
new east Asian and Latin American im¬ 
migration. LA, with 3,00,000 Korean resi¬ 
dents, is the largest Korean city after 
Seoul. 

Finally, of course, LA is the capital city 
of our dreams Hollywood still dominates 
the world’s film and television industries. 
One of its chief products in recent years 
has been a certain image of southern 
California itself, as a kind of capitalist 
utopia, in which the ‘classless society’ ad¬ 
vocated by contemporary conservative 
politicians such as John Major in Britain 
is realised—a open, fluid, mobile society 


Thi Firl Last Timl 

Commentary on the rising has focused 
on ns racial aspect, and has tended to 
compare it to LA’s last riot, in the black 
ghetto of Watts in August 1965. The con¬ 
text is, however, quite different. Watts was 
one of a chain of risings in America's 
predominantly black inner cities in the 
1960s- Harlem 1964, Watts 1965, Newark 
and Detroit 1967, and the nation-wide 
conflagration which followed Martin 
Luther King junior’s assassination in 
March 1968. 

Three main factors were involved in the 
ghetto risings of the 1960s. First, the civil 
rights movement of the early 1960s had 
a nation-wide impact. Its very success- 
mass civil disobedience in the American 
south forced intervention by the federal 
government to rescind the racist Jim Crow 
laws to which blacks had been subjected 
m these states since the defeat of reconst¬ 
ruction after the civil war of 1861-65— 
simply highlighted the plight of blacks in 
the great northern industrial cities. They 
already possessed the rights of political 
citizenship which southern blacks had now 
won thanks to the civil rights movement: 
but were still economically excluded, suf¬ 
fering disproportionately from low wages 
and unemployment, denied access to skilled 
jobs, subject to racist police harassment. 

Victory in the south thus fed the ap¬ 
petite for a radical improvement in the 
status of all blacks. This contributed, 
secondly, to a polarisation within the civil 
rights movement. The slogan of Black 
Power, first raised in 1966, captured.the 
imagination of those black radicals whose 
goal was no longer integration in American 
liberal democracy but the transformation 
of the entire social structure. The 
posthumous growth in the standing of 
Malcolm X, the emergence of the Black 
Panther Party in Oakland, on San Fran¬ 
cisco Bay. and spread of black power ideas 
to the Detroit car plants signified the 
emergence of a black revolutionary 
movement. 
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This development was part, thirdly, of 
a more general process of political 
radicalisation o casioned chiefly by the 
Vietnam war. A disproportionately large 
number of blacks saw combat in Vietnam. 
The links many drew between a racist 
power structure at home and an im¬ 
perialist war in Asia was summed up by 
Muhammed Ali’s famous explanation for 
his refusal of the military draft: ‘No Viet¬ 
namese ever called me nigged The interac¬ 
tion of ghetto revolt and the largely 
campus-based anti-war movement seem¬ 
ed to presage a fundamental challenge to 
American capitalism. 

The US ruling class was nevertheless 
able to see off this challenge. Three tac¬ 
tics were of particular importance. First, 
higher welfare spending: president Lyndon 
B Johnson’s Democratic administration 
launched a ‘war on poverty’, whose social 
programmes succeeded in cutting those 
living under the official poverty line from 
19 per cent in 1964 to 11 per cent in 1973. 
Secondly, repression: black radicals were 
targeted by police agencies co-ordinated 
by the Federal Bureau of Investigation for 
imprisonment arid, in many cases (most 
notoriously Black Panther leader Fred 
Hampton and the prison writer George 
Jackson) assassination. Thirdly, incor¬ 
poration: programmes of “affirmative ac¬ 
tion’ offered to a minority of blacks the 
opportunity to rise into the professional 
middle class; by the 1980s a black political 
elite had emerged, with over 7,500 elected 
black officials, including the mayors of 
many major cities. 

Outriders of thf Storm 

The ghetto risings of the 1960s were 
thus the climax of a political movement 
that was ultimately defeated. This in turn 
set the stage for Reaganomics—the defi¬ 
nitive abandonment of Johnson’s quasi¬ 
social-democratic ‘great society’ and its 
replacement by policies designed aggres¬ 
sively to promote the dynamic entrepre¬ 
neurial capitalism, anti-union and 
deregulated, which many saw emerging in 
the sunbelt states of the south and the 
west. 5 This, then, is one clear difference 
between the risings of the 1960s and the 
LA rebellion. As Lee Sustar put it: “Then, 
it was common for rioters to see the 
rebellions as a political act. By contrast, 
the 1992 rising comes after an extremely 
conservative period!’ 6 

Two remarkable books, written from 
opposite ends of the political spectrum, 
and both published in 1990, provide much 
of the framework necessary to understand 
the rising. One is The Politics of Rich and 
Poor, by Kevin Phillips, a conservative 
political consultant. Phillips is best known 
as the architect of the strategy, developed 


in The Emerging Republican Majority 
[1969], through which the Republican Par¬ 
ty used white workers’ racial fears to break 
up the New Deal coalition created by 
Franklin Roosevelt in the 1930s (organis¬ 
ed labour, blacks, and the south) and win 
control of the White House for all but 
four of the past 22 years. 

It is therefore all the more striking that 
Phillips should highlight the inegalitarian 
nature of the policies pursued by the 
Reagan administration. Much of his book 
is devoted to demonstrating in considera¬ 
ble detail the scale on which wealth and 
income was redistributed from poor to 
rich in the United States during the 1980s. 
Thus the top 0.5 per cent of US house¬ 
holds increased their share of total wealth 
from 14.4 per cent in 1976 to 26.9 per cent 
in 1983. The average income of the top 
10 per cent of households rose 24.4 per 
cent between 1977 and' 1987, and of the 
top 1 per cent 74.2 per cent, while the bot¬ 
tom 10 per cent’s income fell by 10.5 per 
cent. Meanwhile, the majority’s incomes 
stagnated. Median family income (in con¬ 
stant 1987 dollars) was S 30,820 in 1973, 
S 30,853 in 1977. Inflation-adjusted week¬ 
ly income per worker fell from S 366 in 
1972 to $ 312 in I987. 7 

Phillips emphasises that this redistribu¬ 
tion was not merely a consequence of the 
recessions of 1974-75 and 1979-82 and of 
the economic restructuring this entailed, 
but reflected the policies of deregulation, 
tax cuts for the rich and welfare cuts for 
the poor pursued by the Reagan administ¬ 
ration and justified by the laissez-faire 
ideology of the new right. He argues, fur¬ 
ther, that this ‘capitalist heyday’ is the 
latest case of a regular cycle in American 
political economy. Twice before there have 
been eras in which aggressive entrepre¬ 
neurial capitalism has been triumphant— 
the ‘gilded age* in the late 19th century 
and the ‘roaring twenties’ after the first 
world war. In both of these earlier cases, 
a surge in speculative investment led final¬ 
ly to ‘implosion’—the 1893 panic and the 
1929 Wall Street crash—which in turn 
ushered in a political reaction against un¬ 
controlled laissez-faire, respectively the 
‘progressive era’ of Theodore Roosevelt 
and Woodrow Wilson, and Franklin 
Roosevelt’s New Deal. Writing in the 
aftermath of Black Monday, the Wall 
Street crash of October 19,1987, Phillips 
speculated that the third great capitalist 
heyday might have passed its apogee and 
that a more egalitarian phase in American 
politics would soon develop.* 

Perhaps Phillips’ prediction has been 
confirmed, though not in the form he ex¬ 
pected. He anticipated the reaction to 
Reaganomics to express itself clectorally, 
in the shape of a revival of the presiden¬ 
tial fortunes of the Democrats. But he 


noted that *(t]he majority of elected 
Democrats’ were ‘behaving as usual dur¬ 
ing capitalist heydays. Which is to say 
cowed, conformist and often supportive 
of the prevailing entrepreneurial, -free- 
market mood’. 9 This is a good descrip¬ 
tion of the Democratic primary elections 
in 1992: the threat to the party establish¬ 
ment of Jesse Jackson’s Rainbow coalition 
in 1984 and 1988 had long gince been 
defeated, leaving the field to two main 
contenders, the avowedly ‘pro-business 
Democrat’ Paul Itonggs, and Bill Clinton, 
one of the leading forces in'securing the 
Democrats’ acceptance of Reaganomics. 
No wonder the victims of these policies 
were not inclined to look to the electoral 
system in order to express their anger. 

Chief among these victims were black 
people. Any statistical summary of the 
deteriorating condition of most black 
Americans in the Reagan era makes hor¬ 
rifying reading. One third of blacks live 
below the poverty line, compared to one 
quarter in the late 1960s. Between 197S 
and 1991 blacks’ annual average income 
fell from 63 per cent of that of whites to 
56 per cent. The rate of unemployment 
among blacks is at IS per cent, twice that 
among whites. In 1987 the rate, of un¬ 
employment among young blacks was 34 
per cent. Black infant mortality rates are 
twice those of whites. One in four blacks 
aged 20-29 are in prison, on parole, or on 
probation. A middle-class minority have, 
it is true, risen, but the Centre on Budget 
and Policy Priorities reported in 1988: 
“The income gap between lower- and 
upper-income black families is now wider 
than at any other point on record. Income 
inequality is now significantly greater 
among black families than among 
whites” 10 

The economic and political ascension 
of the black middle class thus masked the 
worsened plight of the majority of blacks. 
The black politicians increasingly respon¬ 
sible for governing America’s great cities, 
like David Dinkins in New York and Tom 
Bradley in Los Angeles, were, in effect, the 
district commissioners of a racist power 
structure with nothing to offer most 
blacks. Racism featured with increasing 
prominence in American politics in the 
late 1980s and early 1990s. New York city 
was shaken by a succession of controversies 
provoked by racial attacks; in Louisiana 
the fascist David Duke was able to pro¬ 
ject himself as a ‘respectable 1 politician, 
and was only narrowly defeated in a con¬ 
test for state governor. George Bush used 
the case of Willie Horton, a black cri¬ 
minal allegedly allowed by his Democratic 
opponent, governor Michael Dukakis of 
Massachusetts, to commit yet more crimes 
to win the 1988 presidential election. After 
the Gulf war Bush’s aides described his 
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re-election plans as ‘KKK 1 —crime, Kuwait, 
and quotas. The first and third of these 
issues involved an explicit appeal to white 
racism. ‘Crime’ is in American politics a 
code-word for violent crimes committed 
by blacks against whites; the Bush ad¬ 
ministration also launched an assault on 
the programmes of affirmative action, 
often involving setting aside of quotas of 
places for blacks, for example, in univer¬ 
sities, introduced after the 1960s risings. 

The Los Angeles rebellion can thus be 
seen as a reaction to the 15-year offensive 
(Reagan’s policies were fore-shadowed by 
those of his Democratic predecessor Jimmy 
Carter) on the economic condition of the 
majority of Americans, an offensive from 
which black people suffered with peculiar 
intensity. But why Los Angeles? The 
answer is to be found in Mike Davis’s 
brilliant Marxist study of LA, City of 
Quartz. The 1979-82 recession wiped out 
much ot the heavy industry on which the 
blacks of south-central LA had depend 
ed. At the same time youth employment 
programmes were cut back, as the war on 
poverty was dismantled and a local elec¬ 
torate dominated by the middle-class 
white suburbs demanded cuts in state and 
city taxes. It is hardly surprising that many 
young blacks gravitated towards gangs like 
the Crips and the Bloods which, through 
the part they play in the trade in drugs like 
crack offer a livelihood of sorts (citing an 
estimate that 10,000 gang members live off 
the drug trade, Davis suggests that ‘crack 
really is the employer of last resort in the 
ghetto’s devastated cast side—the equi¬ 
valent of several large auto plants or 
several hundred Macdonalds’). The of¬ 
ficial response, orchestrated by the in¬ 
effable Daryl Gates, chief of the Los 
Angeles police department, has been 
repression on a spectacular scale—above 
all in the shape of ‘Operation HAMMER*, 
a senes of vast paramilitary police sweeps 
through the ghetto in which thousands of 
youth were arrested on trivial charges." 

Nor Race Riot but Class Rising 

The Los Angeles rebellion was thus an 
explosion, waiting to happen in a city 
which expressed in concentrated form the 
conflicts of the Reagan-Bush era—not 
only the accumulation of misery in south 
central LA but the spectacular display of 
wealth in, say, Beverley Hills. Appro¬ 
priately enough, the incident which spark¬ 
ed off the rising was provided by the 
LAPD, four of whose officers were ac¬ 
quitted on April 29 this year of the charge 
of beating up a black motorist, Rodney 
King, on March 3, 1991. The jurors’ deci¬ 
sion, in predominantly white Simi Valley, 
‘suburbs of the suburbs of the suburbs to 
the north of LA’ the London Independent 


called them, where Ronald Reagan’s 
Presidential Library is sited, to defy the 
evidence of a videotape recording King’s 
beating, epitomised the systematic bias of 
American legal and political structures 
against black people. The tinder finally 
caught fire. 

Media commentary has tended to des¬ 
cribe what followed as a race riot. The 
dominant images soon became ones which 
dramatised the conflicts between people 
of different races—those, for example, of 
a white trucker dragged from his cab and 
beaten up by black rioters, and of Korean 
shopkeepers holding off looters with gun¬ 
fire. But do these images, and the inter¬ 
pretation which their very widespread use 
by the media implied, accurately represent 
the nature of what I have insisted on 
describing here as a rebellion? There are 
many reasons for doubting that they do. 

In the first place, as many establishment 
politicians were willing to concede, the 
rebellion was multi-racial in character. 
Thus Willie Brown, speaker of the Cali¬ 
fornia assembly, told the San Francisco 
Examiner of May 3: ‘the violence was not 
contained in the inner city; it spread to 
outlying and upscale neighbourhoods... 
For the first time in American history, 
many of the demonstrations and much of 
the violence and crime, especially the 
looting, was multi-racial—blacks, whites, 
Hispanics and Asians were all involved.’ 
Mike Davis commented: 

from the beginning of the looting, it turned 
into the post-modern equivalent to tradi¬ 
tional bread riots—an uprising of the 
poor. In many places, it was totally good 
humoured, indeed, almost a carnival 
At the beginning of this uprising some 
Latinos were attacked and brutally beaten. 
But the major aspect of it, particularly on 
the east side of the ghetto, which is totally 
mixed—black and Latino—and where every 
latino kid has a black fnend and vice versa, 
was that the looting was totally bi-racial. 12 
Nor should this be especially surprising. 
After all, south-central LA, like the east 
of the city, is experiencing a substantial 
influx of Hispanics. many of them immi¬ 
grants from Central and South America. 
Hispanics, like blacks, are particularly 
disadvantaged in American society. Bet¬ 
ween 1978 and 1987 the poverty rate 
among Hispanics rose from 21.6 per cent 
to 28.2 per cent.' 3 

More, however, is involved here than the 
precise composition of the crowds who 
took to the streets. A common explana¬ 
tion of the riots was that they reflected the 
rebellion of an ‘underclass’ of the long¬ 
term unemployed, those structurally ex¬ 
cluded from economic life. There are two 
respects in which this explanation is a 
misleading one. First, while the rate of 
unemployment among blacks is much 
higher than among whites, reflecting in¬ 


stitutionalised racism, the majority of 
blacks are in employtnent. An ambitious 
Marxist study of contemporary class 
structure, conducted in the US in 1980, 
found that no less than 74.5 per cent of 
blacks were workers, in the sense of wage- 
labourers, as opposed to 49.7 per cent of 
whites; 15.4 per cent of all blacks and 21.4 
per cent of black men were skilled workers 
(the equivalent figure for all whites was 
12.4 per cent and for white men 16.7 per 
cent). 14 Black people cannot be equated 
with an underclass marginal to economic 
life. Secondly, as we have seen, the 
economic policies of the 1980s bore down 
on the majority of working-class 
Americans. Blacks suffered worse, but it 
was only a minority, the corporate rich 
and the ‘new middle class' of managers 
and professionals who flourished in the 
‘capitalist heyday’ of the 1980s. In other 
words, a shared class interest underlay the 
multiracial character of the rebellion. 

Class did not simply unite working- 
class blacks with their counterparts of 
other races: it also divided them from the 
black middle class deeply involved in 
managing LA and other big cities. The 
mayor of Los Angeles, Tbm Bradley, the 
incoming police chief, Willie Williams, 
and the chairman of the US Joint Chiefs 
of Staff, General Colin Powell, on whose 
orders federal troops were deployed to 
help quell the rising, were all black. Their 
role in suppressing the rebellion was not 
wholly unprecedented. In 1985, Wilson 
Goode, the black mayor of Philadelphia, 
authorised the aerial firebombing of a 
black neighbourhood during fighting bet¬ 
ween police and a countercultural group 
called MOVE. But, as loanee Selfa observ¬ 
ed, *(t Jhe prominent role that black middle 
class officials played —both in urging calm 
and in deploying force—is certainly one 
of the most striking differences between 
the King verdict riots and their counter¬ 
parts in the 1960s’.' 5 The fact that New 
York, a racial cauldron in recent years, did 
not explode—despite a panic-stricken 
exodus from Manhattan on May 1 promp¬ 
ted by fears that the noting was about to 
spread there from LA—had much to do 
with the intervention of mayoi Dinkins in 
alliance with more radical black politi¬ 
cians such as the reverend At Sharpton. 

Set against this background, the fight¬ 
ing between Koreans and blacks is best 
seen as a secondary conflict, reflecting the 
role played by Korean shopkeepers in the 
ghettoes. Mike Davis explains: 

The Korean community is the middleman 
community between people in the ghetto, 
black and Mexican, and big capital, 
the name you heard most frequently on 
people’s lips during the uprising was Latisha 
Harlms, the 13-year-old black girl killed by 
a Korean shopowner over a $ 1.79 bottle of 
orange juice last March. 
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( The shopkeeper was convicted, but let off 
with a S 500 Tine and some community ser¬ 
vice; a much lighter sentence than homeless 
people arrested lor curfew violations, who 
have to spend ten days in jail or somebody 
f who looted some sunflower seeds who may 
I get two years in jail. 

| So Latisha Harlins was a kind of rallying cry, 
8 but Korean shopkeepers have come to reprt- 
| sent everything the international Pacific Rim 
| economy has done to south-central LA. The 
f disappearance of local jobs under foreign 
f competition, racist remarks by Japanese 

t ministers—all of that has kind of coalesced 

I together with the sense that black customers 
| are usually treated either ruddy or impolitely 

I by Korean store owners. 

Unlike the Jewish store owners that they 
replaced, they don't employ black youth. So 
the result has been a kind of catastrophic 
collapse of any relations between the black 
and Korean communities. Something like 
2,000 Korean stores have been looted or 
destroyed. 16 

There are manifest dangers in these 
divisions. Blacks and Hispanics may be 
| diverted by the idea that they are the vic¬ 
tims of ‘alien’ Asian capital from identi¬ 
fying the great multinational corpora¬ 
tions, US and foreign-owned, which 
dominate the American as they do every 
Other economy. Nevertheless, the hostility 
directed at Korean shopkeepers and some 
whites cannot alter the fact that what hap¬ 
pened in LA was not a race riot—a term 
better reserved for episodes whose 
predominant character is violence between 
different races, like the anti-black 
pogroms in Chicago in 1919 and Detroit 
in 1943—but a class rebellion, a rising by 
the poor of Los Angeles against all the ills 
and injustices inflicted on them in the 
Reagan-Bush era. 

CONCLUSION 

To insist on so describing these events 
docs not imply that one ignores their 
limitations. Contrasting the 1992 rebellion 
with the risings of the 1960s, which 
represented a radicalisation of the civil 
rights movement, Lee Sustar calls tl “an 
angry but pre-political rejection of the 
system”." The fact that the LA rebellion 
was not an expression of a political move¬ 
ment with an articulated programme 
must—together with the complicity of 
black politicians in the restoration of 
order—help explain the comparative 
speed with which the authorities were 
able, after the initial explosion, to regain 
control. This involved the deployment of 
considerable force—not merely police 
from all over the state and the National 
Guard, but federal infantry and US 
Marines—and very large-scale repression. 
Within some four weeks some 25,000 ar¬ 
rests had been made in the Los Angeles 
area (it took the apartheid regime eight 


months after a State or Emergency was 
imposed in June 1986 to arrest a com¬ 
parable number throughout South 
Africa). Nor was this repression confin¬ 
ed to LA itself—1,100 demonstrators were 
arrested in downtown San Francisco on 
the night of April 30-May 1. 700 illegal 
immigrants were summarily arrested and 
deported to Central America. Through 
such means the rebellion was contained. 
It is hard, however, not to believe that 
the rising represented a real break in 
American politics, a turn of perhaps 
greater import than Kevin Phillips’ cyclical 
theory of US history allows for. 1 shall 
conclude with two considerations which 
may help situate the LA rebellion’s long¬ 
term significance. 

First, America since the civil war has 
been characterised by, on the one hand, 
a particularly brutal, dynamic, and un¬ 
controlled variant of capitalism, and, on 
the other hand, the weakness of the kind 
of social intermediaries found in western 
Europe—above all, a strong reformist 
labour movement—which express work¬ 
ing-class grievances, but within the frame¬ 
work of the existing order. The result is 
an alternation between periods which in¬ 
deed correspond to Phillips’ account of 
’capitalist heydays’, in which laissez-faire 
capitalism reigns supreme, and periods in 
which the discontent accumulated earlier 
on explode, because of the relative 
weakness of reformism, in a violent and 
uncontrolled form. The semi-insurrec¬ 
tionary mass strikes which unionised basic- 
industry in the 1930s are a case in point; 
so too are the risings of the 1960s. The 
governmental efforts to limit the excesses 
of unbridled free enterprise—for example, 
Roosevelt’s New Deal and Johnson’s 
Great Society —are perhaps best seen as 
responses to, and efforts to contain 
grassroots revolts. The LA rebellion may 
represent the beginning of another period 
of mass insurgency. 

Secondly, the rising coincided with a 
major strike by public sector workers in 
western Germany, the largest-scale in¬ 
dustrial unrest of its kind since the im¬ 
mediate post-war era. The strikes were a 
symptom of Germany’s transformation, 
as a result of the 1989 revolutions and the 
Federal Republic’s absorption of the 
German Democratic Republic, from the 
cement of west European capitalism into 
a pole of instability, reflecting and in¬ 
tensifying the economic and political 
disorders arising from the drastic disrup¬ 
tion of the continent’s power-structure. 
The coincidence of the Los Angeles 
rebellion and the German strikes points 
to a larger irony. The successor states of 
the old Stalinist system in the east have 
set their course towards market capitalism 
at the very time when, against the 


backcloth of the third great world reces¬ 
sion of the past 20 yean, both the main 
models of liberal capitalism—the 
American free-market model which en¬ 
joyed such a revival in the 1980s, and the 
German ‘social' model, far mote commit¬ 
ted to consensus and the corporate 
representation of labour and capital in na¬ 
tional counsels—are manifestly in crisis. 
Perhaps history is not over after all. 
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REVIEWS 


Big Dams Controversy: Economics, 
Ecology, and Equity 

R Maria Salrth 

The Big Dams: Claims and Counter Claims edited by B D Dhawan; 
Commonwealth Publishers, New Delhi, pp xv 4 207, Rs 220. 


GIGANTIC dams, once considered the 
temples of modern India, are viewed today 
as symbols of controversy. What explains 
this polar shift in our valuation of larger ir¬ 
rigation schemes? No one can deny the role 
of large and medium irrigation projects in 
ensuring the success of green revolution and 
the achievement of food self-sufficiency by 
expanding the protective irrigation cover. 
However, the objective conditions that 
justified big dams, irrespective of their 
adverse effects, have undergone notable 
change over these years. The overriding con¬ 
cerns related to the food shortage and the 
political implications caused by our depen¬ 
dence on food aid do not command the 
same sense of urgency today as they did in 
the 1960s and early 1970s. The fascination 
for larger dams has also gradually melted 
away in view of their negative effects Such 
as storage loss due to sihation, fertile com¬ 
mand area loss due to waterlogging and 
salinity, cost and time spill-overs across plan 
periods, and chronic under-utilisation of ir¬ 
rigation potential. The swelling popular sup¬ 
port for environmental causes is also forcing 
the society to place a much higher premium 
on the irreparable ecosystem damage and the 
attendant genetic erosion engendered by (he 
submergence of vast tracts of virgin forest 
due to dam construction. Moreover, the 
equity question underlying the issue of 
rehabilitating large number of ousiecs most 
of whom represent poor/tnbal families has 
also assumed overwhelming significance 
particularly in the face of growing disillu¬ 
sionment with the current 'bypassing' and 
*alienating' economic development. Thus, 
the controversy over big dams like the Nar¬ 
mada Valley Project (NVP) that includes the 
Narmada Sagar Project (NSP) and Sardar 
Sarover Project (SSP), and Tehri Project 
points to the need for a critical reconsidera¬ 
tion of the relative weights to be attached 
on the economic benefits vis-a-vis the 
ecology and equity-related costs associated 
with big dams. 

The book under review is an edited 
volume of contributions made by both the 
proponents and opponents of big dams. 
Since the contributors ate from varying pro¬ 
fessional background—academicians, journ- 
nalists, activists, engineers, and administ¬ 
rators, the volume brings a truly multi¬ 
disciplinary perspective to the controversy 
over big dams. The genesis of this volume 


is traced to B 1) Dhawan's contentious article 
'Mounting Antagonism towards Big Dams’ 
appeared in EPW (May 20, 1989) and the 
heated and lively debate that it ignited in the 
'Discussion* column of EPW and elsewhere 
in other economic magazines. Introducing 
the volume, B D Dhawan calls on those at 
the “helm of affairs" to respond to criticisms 
against large dams and appeals to them to 
make all relevant information pertaining to 
the controversy public According to him, the 
real choice is neither between irrigated far¬ 
ming and dryland farming nor between sur¬ 
face irrigation and groundwater irrigation 
but between small dams and large dams for 
harnessing and fully utilising our surface 
water resource potential. 

'Mounting Antagonism towards Big 
Dams' by Dhawan attempts more than just 
to delineate the main parameters of big dam 
controversy when it makes an unnecessary 
and superficial distinction between 'hard 
and soft critics’. He then tries to answer the 
three oft-repeated criticisms levelled against 
the NSP and SSP, viz, forest loss from land 
submergence, seismic risks, and the rehabi¬ 
litation issue. He reasons that since the forest 
loss due to big dams forms only a small pro¬ 
portion of both the total forest loss due to 
illegal felling and forest encroachment as 
well as the potential command area to be ir¬ 
rigated, it is not as serious as is claimed. 
While ridiculing the environmentalists’ sug¬ 
gestion of creating one lakh small scale 
water-holding schemes to substitute big 
dams, Dhawan advances his own solution 
of ‘appropriately’ scaling down the dam 
height to account lor the ecological and 
equity issues. 

The next chapter contains very perceptive 
comments and criticisms on Dhawan's arti¬ 
cle by Ashok K Mitra, Chandrasekar Pam, 
Shripad Dharmadhikary, and Nirmal 
Sengupta and ends up with Dhawan’s re¬ 
joinder. Mitra’s comments are centred most¬ 
ly on the methodological weaknesses involv¬ 
ed in the construction of benefit-cost ratio 
(BCR) and the way the BCR criteria is used 
today in justifying big dams. He doubts 
whether the BCR will still favour larger 
dams, if the ecosystem’s loss is internalised 
and costs associated with dam safety and 
land loss due to waterlogging and salinity 
arc imputed. He also suggests the need to 
Incorporate some kind of weights to be at- 
tache$io the respective benefits and costs 


accruing to various classes. 

Ridiculing Dhawan's distinction of ‘haul 
and soli critics’ as a figment of his imagina¬ 
tion, Pam and Dharmadhikary. in their joint 
comment, defend the critics as having a 
holistic view of the linkages between water 
resource, ecology, and development that is 
lacking in the case of the protagonists of big 
dams. They have made it very clear why the 
planners and policy-makers maintain an in¬ 
definite silence and are reluctant to engage 
in a public dialogue Some interesting 
reasons given by them for the ‘radio silence 1 
maintained by planners are: their valuation 
of the annual income from the submerged 
forest to be Rs 15 to 55 per hectare (ha), 
compensating afforestation for the SSP be¬ 
ing done in Kutch area, and the poor quality 
of such afforestation in view of the survival 
rate of the plantation being 10 per cent im¬ 
plying the need for afforestation 10 times 
larger than the submerged area. They also 
stress that the opposition to big dams goes 
much deeper as it questions the very process 
of faulty development. 

Nirmal Sengupta notes that Dhawan who 
mocks the idea of ‘small is beautiful’ actual¬ 
ly suggest ‘medium is beautiful' a la his scal¬ 
ing down idea. According to Sengupta, if 
one pursues Dhawan’s idea further (i e, to 
reduce dam height as much as necessary even 
to two to three metre height), a more radical 
alternative would emerge, i c, the conjunc¬ 
tive use of a centralised and decentralised 
dam design. The terminological implication 
of such an alternative is that a dam with a 
three metre height is no more a dam but 
becomes minor irrigation. In this sense, the 
scaling down alternative boils down to the 
small dam option. 

Dhawan in his rejoinder tries to clarify his 
position by explaining the context in which 
his EPW piece was written particularly the 
lack of attention on the scaling down issue 
in the big dam controveisy, the unbalanced 
criticism against big dams and the unsub¬ 
stantiated assernon of the superiority of 
minor irrigation both in terms of cost and 
capacity utilisation He clarifies that he is 
not contemplating a particular storage 
capacity when he suggests dam height reduc¬ 
tion as a solution to the big dam controver¬ 
sy. Apart from the potential technical con¬ 
straints, Dhawan's suggestion of finding the 
middle ground between dam storage and 
land submergence (and hence, the rehabilita¬ 
tion cost) by the choice of an ‘appropriate’ 
dam height runs into some operational 
hurdles While such a middle ground can be 
identified theoretically, its practical im¬ 
plementation is difficult especially in a value 
ridden and emotionally-charged issue like 
big dams. For, irrigation potential and yield 
improvement cannot be meaningfully com- 
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pared with the non-market goods like 
ecosystem loss, enetic diversity, social equi¬ 
ty, etc 

The main thrust of Arun Ghosh’s article 
‘A Plea for Open Government; The Case of 
Narmada Project' is the need for an open 
government congenial for a public dialogue 
on the pros and cons of the NVP. He de 
nounces the suppression of basic informa¬ 
tion on areas of vital public concern using 
the notorious practice of making ‘for official 
use only’ and the legislation like the Official 
Secrets Act. Tb him, the supporters’ conten¬ 
tion that the SSP benefits the drought-prone 
areas of Gujarat is not grounded on fads 
as two-thirds of the 52 drought-prone taluks 
of Gujarat would get little or no water. He 
questions the wisdom of stalling a new 
scheme with a monetary cost of Rs 20.000 
crore and an environmental cost of Rs 38,481 
crore (almost twice the monetary cost) when 
there are a number of incomplete projects 
starving for funds to the tunc ot Rs 80,000 
crore. It is important to note that open 
government is only a necessary but not a suf¬ 
ficient condition for a solution to the cur¬ 
rent imbroglio insofar as the relative political 
power and hence, the bargaining strengths 
of the contending groups remain unaltered. 

In his article 'large Darns- I he Right 
Perspective', Ramasamy R Iyer attempts to 
do a mote balanced and bioad-bascd anuly 
sis in the sense that he gives equal emphasis 
to both the economic significance as well as 
ecological and equity implications of larger 
dams. His analysis is perceptive enough to 
discern one impoitant socio-political effect 
of larger dams often overlooked in the 
literature, i c, their role both in reinforcing 
the existing land inequality by the provision 
of canal water as well as in creating secon 
dary displacement ot poor peasants as large 
landowners buy out the former’s land 
located in the proposed canal command He 
cites, in this resjsecfc, a concrete instance of 
social tension that occurred in the case ot 
the Rajasthan Canal Project due to the in 
trusion of farmers in large numbers from the 
adjoining states. Noting how insensitive the 
BCR criterion has been to ecological and 
equity considerations, Iyer suggests that a 
radical change in the BCR methodology is 
essential to get a full-cost BCR. As a solu 
tion to the big dam controversy, Iyer sug¬ 
gests the reduction in the number of large 
dams by applying a stricter norm based on 
full-cost BCR. 

Commenting on Iyer's paper, Jasvecn 
Jairath while initially applauding the 
analysis as an honest attempt to squarely 
reckon with the complexity of the issues, 
finally ends up lamenting Iyer as preferring 
to ‘submit to the strategy, rather than ques¬ 
tion it’. Like all other environmentalists, she 
also emphasises that big dams are essentially 
a rallying ground for those who oppose the 
prevailing development strategy which is 
divorced from the tequirement of the masses. 


She views the dam height reduction sugges¬ 
tion as an attempt to technicalise an essen¬ 
tially social and political issue. 

Iyer, in his rciomder, further clarifies of 
his view regardme the current development 
strategy and the place of big dams in the 
overall scheme bv stating that having chosen 
a development strategy, it is not reasonable 
to attack a particular element of it. He ap¬ 
peals to the environmentalists that instead 
of attacking a particular manifestation of 
the system of development, they should 
challenge the system itself, not in negative 
terms of condemnation but in jsositive term 
by ofleung viable alternative systems with 
a detailed ojscrationa! plan Iyer can note 
that the right perspective is not an end in 
itself, but only a means to reach a right 
policy Besides, a detailed alternative plan 
need not be a precondition to recognise the 
limitations of the current plan 

R B Shah, in his article ‘Role of Major 
Dams in Indian Economy’, forcefully sup 
ports the construction of big dam by 
elaborating on the role of major dams in 
economic development in general and 
agricultural development in particular. He 
also evaluates the validity of each of the 
common criticisms levelled against the ma¬ 
jor irrigation schemes. By citing the study- 
conducted in the Jonk sub-basin of 
Mahanadhi delta, Shah disapproves the 
small dam option as the construction of a 
number of smaller dams will involve more 
forest loss from land submergence than the 
case with a large dam. 

In hts second jiaper titled ’Major and 
Minor Irngation Works: Cost Aspects of the 
Controversy', Dhawan tries to disprove the 
commonly held view that minor irrigation 
has cost advantage over major irrigation. 
Dhawan’s mam line of argument is that if 
the investment made on private account, 
ojverating costs, and supporting investment 
like electricity generation, transmission, and 
distribution network are included in minor 
irrigation investment, the cost advantage will 
decisively be in favour of major irrigation 
by a margin of .3:1. Ashok K Mitra’s com¬ 
ment on Dhawan's conclusion revolves 
around two points, viz, (he exclusion of im¬ 
portant costs in major irrigation investment 
like the interests cost on investment during 
the gestation period and the double coun- 
ting caused by the inclusion of electricity 
costs both in the operational and capital 
costs. Replying to Mitra’s comments, Dhawan 
accepts that his elaborate calculation of the 
relative costs ot the two irrigation types are 
not free from error and Speculation and 
hence, he does not claim the cosf calcula¬ 
tions to be exact Probably, Dhawan is right 
insofar as the unit cost of minor irrigation 
is underestimated to the extent private in¬ 
vestment is excluded and electricity cost is 
subsidised. But one could question, as Mitra 
has done, the appropriateness of including 
production and distribution cost of electrici¬ 


ty as a supporting investment for ground- 
water irrigation. 

Manu Shroff's article ‘Point, Counter¬ 
point’ gives-a point by point answer to the 
counterpoints raised by the opponents of big 
dams. According to him, the NVP is econo¬ 
mically well justified as its internal rate of 
return of 12 per cent is close to the oppor¬ 
tunity cost of capital. However, his conclu¬ 
sion that the NVP should go on as the critics 
has not yet shown that it has “endangered 
the natural life supporting system” is ques¬ 
tionable. For instance, under conditions of 
uncertainty and irreversibility, it is optimal 
to conserve much more than the Economic 
optimum and in this sense, the environmen¬ 
tal groups are justified to hold the line far¬ 
ther than the condition ol endangerment 
noted by Shroff. 

Rust Engineer's piece ‘The Sardar Sarovar 
Controversy: Are the Critics Right' tries to 
emphasise again the familiar environmen¬ 
talists’ argument that the animus against big 
dams is essentially the animus against the 
present model of depletive development. The 
baste issues accoiding to lum ait the rehabi¬ 
litation of some 2 3 lakh oustees and ecolo¬ 
gical implications of 'he submergence of 
54,106 ha ot forest arid 55,(>g| ha of culti¬ 
vable land According 10 him, these two 
issues of rehabilitation and environmental 
impact emerged in the context of big slams 
have much broader implication for the 
development path as they focus on the 
hitherto neglected equity and ecology 
aspects of development. 

K C Thomas, in his article ‘Water Resour¬ 
ces of India and Its Development Prospects’, 
supports big dams as they are an inevitable 
part of our effort to meet the growing de¬ 
mand for water both for irrigatiou and non- 
agricultural purposes. Also, big dams 
present a better and environmentally safer 
option to meet our energy needs through 
hydro-electric power generation rather than 
through coal and gas-based power genera¬ 
tion. He questions the technical and 
economic viability of both the small darti 
option and the idea of dam height reduc¬ 
tion. In addition to the topological problems 
of identifying sites for such a large number 
of small.dams, the small dam option also 
will involve 10-15 times more land sub¬ 
mergence than that of large dams. Similarly, 
he also questions the dam height reduction 
idea on the ground of technical and project 
viability. For instance, he illustrates with data 
how a 10 per cent reduction in dam height 
leads to a four times reduction in land 
submergence but about six times reduction 
in storage capacity in the! case of the NVP. 

In het article dealing with the analytical 
and methodological aspects of the BCR 
technique, Kanchan Chopra underscores the 
need for an information-efficient approach 
for establishing the BCR. In this respect, she 
suggests that a regional-specific ’income im¬ 
pact matrix’ that could account not only for 
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the differential impact of a project on dif¬ 
ferent socio-economic groups but also for 
the environmental damages will be a better 
analytical tool than the conventional BCR. 
Finally, A Sunder, in his ■ short paper 
‘Evaluation of Public Irrigation System’, 
supports storage-based public irrigation 
systems using the familiar pro-dam argu¬ 
ments. He ends up with a call to the irriga¬ 
tion department in each state to carry out 
careful assessment of their major irrigation 
projects il “they wish to continue in 
business"! 

Most of the arguments of the contending 
groups are based on the following three 
major factors economics, ecology, and equi¬ 
ty. The supporters, though recognise the 
ecological and equity implications of larger 
irrigation schemes, emphasise that these 
costs are insignificant proportion of the 
potential economic benefits of larger dams. 
Similarly, the opponents, accept the positive 
aspects of larger dams, but feel that such 
benefits cannot compensate for the ecolo¬ 
gical damages and equity costs. In ordei to 
find a middle ground between these (wo 
extreme viewpoints, the present volume 
presents three suggesttons: (I) the environ¬ 
mentalists' advocacy of a series of smaller 
dams insiead of a large scheme, (2) Dhawan’s 
idea of ‘appropriate’ reduction in dam height 
(and hence, storage capacity), and (3) redu< 
non in the number of large dams by applying 
a stricter clearance requirement based on a 
comprehensive BCR norm. However, since 
these suggestions have nor escaped criticism, 
none of them is going 10 be of much help 


in the context of the current crisis. Moreover, 
these solutions remain largely an academic 
exercise as the issue has long since gone out 
of the economic realm and entered in the 
realm of power politics where the outcome 
is strictly a function of the relative bargain¬ 
ing strengths of the contending groups. 

While the book abounds in polemic, there 
are also points on which there is unanimity 
among the writers. For instance, most of the 
contributors condemn the official practice 
of suppressing essential information and 
favour participatory process of decision¬ 
making in the case of major irrigation 
schemes. Similarly, there is a broad consen¬ 
sus on the need to improve the methodology 
for the calculation of full-cost BCR. There 
are also suggestions for alternative project 
evaluation methodology. The current volume 
has also been very successful in focusing on 
a much broader concern going far beyond 
the immediate issue of big dam controversy, 
i c, the need lor a critical review of current 
development strategy with a view to ensur¬ 
ing the sustainability of such a development 
path 

Although most ol the contributions have 
already appeared m research and popular 
economic journals, bunging them together 
and'juxtaposing the claims and counter¬ 
claims in one place piovidcs much more than 
what each paper could have contributed 
individually This highly loadable book is 
certainly a valuable addition to current 
literature on water resources both as a 
reference book and as source material. 


Without Perspective 

S Akltar 7-aid i 


Pakistan: The Social Sciences Perspective edited by Akbar S Ahmed; 
Oxford University Press, Karachi, 1990; pp ix + 298, Rs 225. 


THE first thing which strikes about this 
book, is its highly pretentious, misleading 
title. This book is certainly not about Pakis¬ 
tan but is more about a few microscopic 
studies of certain areas and ethnic/tribal 
groups within the boundaries of Pakistan. 
Worse still, it is far more removed from a 
‘social sciences’ perspective. The editor, w*o 
is billed here as a “scholar-administrator” 
and is the Allama Iqbal Fellow/Chair in 
Pakistan Studies at Cambridge University, 
defines the social sciences ’broadly’ as 
sociology and anthropology. This comes as 
a big surprise to one who has taught 
economics for the last seven years and was 
under the impression that his subject, as well 
as at least history, political science, human 
and social psychology and philosophy along 
with sociology and anthropology would 
easily qualify for the ’broader’ title of ’social 
science*. This myopic vision coming from 
someone who holds the chair in Pakistan 
Studies, and that too—one holds one’s 
breath—at Cambridge, is a rude shock to 


other social scientists working on Pakistan 
and puts into question the criteria determin¬ 
ing the selection of social scientists for 
prestigious chairs at equally prestigious 
universities. 

The foreword or preface to a book offers 
an important insight into the framework of 
the chapters that are to follow and also in¬ 
troduces the editor/author's philosophical 
construct regarding his work and that of 
those chosen by him. Akbar S Ahmed 
laments the state of social sciences (and here 
I follow his definition) in Pakistan and cor¬ 
rectly suggests that sociology and anthro¬ 
pology can no longet be ignored by others 
who belong to more “practical subjects, like 
economics” and need to be upgraded subs¬ 
tantially. Certainly, anyone who is at all 
sincere about his/her profession dealing with 
any of the vast array of subjects in the social 
sciences, can only enthusiastically endorse 
this concern. However, one would have 
hoped that Ahmed himself understood the 
problems which give rise to the poor state 


of social science and did not need to say that 
it is “surprising that the social sciences have 
not flourished in Pakistan”. When educa¬ 
tional institutions are ruled by armed groups 
of so-called students, where tolerance^ 
democracy, and accountability, are concepts 
which only find meaning in dictionaries and 
where in most cases, sycophants and’sifar- 
shis’ are awarded chairs, directorships Mid 
deenships, it is indeed surprising that there 
is as much social science as there is in thb 
country. For any social sciences ’perspective' 
to avoid the reasons for these issues borders 
on hypocrisy. Furthermore, and for precisely 
these reasons, the role of any perspective on 
social science can only be authentic if it ade¬ 
quately explains society in order to change 
it. Otherwise it becomes a mere exercise in 
academia and loses all ‘social’ perspective 
and relevance. And this is why it is the 
perspective of any science which is impor¬ 
tant and not a debate over what constitutes 
social science 

Ol the 13 articles in the book five deal 
more with the ethnic characteristics of 
groups in the Frontier Province, four are on 
some aspects of saints and shrines in the 
Punjab and Sindh, three look at Baluch 
society, while the article on Faisalabad is a 
complete outlier in terms of perspective and 
choice of subject. 

Of the articles on the Pakhtuns and on 
other ethnic groups in the north of Pakistan, 
Hart's article deals with the Afridi tribe in 
Afghanistan and Pakistan. He provides in¬ 
teresting information about their lineage and 
culture. Although the article provides histo¬ 
rical information about the customs and 
development of the Afridis, it stops short at 
an important juncture in their modem 
history. The article, probably published in 
the early I980’s does not address the issues 
which have drastically affected the social, 
economic, political and cultural norms and 
institutions of the people of Afghanistan 
and the Pakhtuns of Pakistan, especially 
those like (he Afridi, who straddle the 
border. It would have been most interesting 
had Hart's contribution incorporated the 
changes brought about by the Afghan revo¬ 
lution and the Soviet invasion and its reper¬ 
cussions. He writes: “social change among 
the Afridi cannot be described as galloping, 
but there has, however, been a considerable 
increase in economic opportunities” (p 23). 
Rather than use the staid example of Darra 
Adam Khayl’s arms industry. Hart should 
have had much more ammunition to explain 
how economic opportunities have increased. 

Unlike Hart, Edwards does look at the 
change in Pakhtunwali (the Pakhtun code, 
way of life) as a result of the displacement 
of Afghans due to the Soviet invasion, and 
their resettlement as refugees in Pakistan. 
The article discusses at length the concept 
of ethnicity in general and the specifics of 
Pakhtun ethnicity using Fredrik Barth's three 
central institutions of Pakhtun identity— 
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hospitality, tribal assembly and female seclu¬ 
sion. Unfortunately, he does not adequately 
analyse how these hree institutions of iden¬ 
tity have been breaking down in an area 
where change at an economic and political 
level has indeed been considerable. The long 
discussion on what constitutes Pakhtun 
culture and values would interest those who 
are not familiar with this aspect of this socie¬ 
ty. but does not really add anything new to 
the already informed. Nevertheless, the in 
teresting aspect of this paper is (he way the 
author has shown how Afghani Pakhtuns 
who had a certain set of codes in their own 
community before they became refugees, 
have to deaj with life in camps where they 
have to confront some form of government 
and institutions. Earlier they were free and 
tribal norms dictated their daily life I his 
paper also shows that while in a more tradi¬ 
tional sepup the mullah’s role was not para 
mount, in this new (refugee) culture he and 
religion have become an important political 
force active against communism. Edwards 
makes some derogatory remarks about the 
Pakhtuns which would certainly be criticised 
by modern Pakhtuns He says that for 
Pakhtuns “smuggling can be classified as the 
most highly esteemed of professions” (p 87) 
and "exploiting the system is one of the signs 
of a true leader in the Pakhtun view of 
things" (p 89). He also concludes that “what 
is particularly attractive to the Pakhtun 
about trucking as a means of earning a 
livelihood is that it allows him to maintain 
his personal autonomy and does not require 
him to compromise his independence by ac 
cepting a subservient position" (p 69). Ed¬ 
wards would be better advised to study the 
trucking industry in greater detail lo gauge 
the extent of ‘autonomy’ and ‘freedom’ truck 
drivers acquire and he would learn of the 
high degree of exploitation and oppression 
that is the essence of this industry. This 
would dispell all such nonsensical romantic- 
notions. 

One can chide Akbar S Ahmed for his 
methodology, philosophical framework and 
social science perspective, but one must give 
him credit where it is due. He is Pakistan’s 
most prominent Pakhlunist with substantial 
work on the Pakhtuns. This article included 
here is very.interesling not least because of 
the area it deals with: Hazara, an area on 
1 which little material exists. Ahmed looks at 
what he calls a distinct Hazarwal ethnicity 
and argues that it is neither Punjabi nor 
Pakhtun, and calls it a district ethnicity 
which has been “artificially created by col¬ 
onial administrative arrangements”. He also 
shows the obvious relation between ethnic 
status and social class in this region and 
makes the important observation that 
although Hazarwal ethnicity is not crystallis¬ 
ed as yet, its future will be determined by 
the larger political developments in Pakistan. 

The article on Baltistan also deals with an 
area not usually covered and the author has 
traced the history of this region which shows 


a marked Tibetan influence. The article by 
Lindholm contrasts the effects and uses of 
Islam in Dir and Swat and shows how both 
states evolved their own interpretation of 
Islam, where Swat became the more liberal, 
modern and enlightened, while Dir became 
more conservative and closed. 

David Gilmartm’s article looks at the suc¬ 
cession of (he ‘sajjada nashins' at the shrines 
at Pakpattan and Thunsa in (he I9lh and 
20th century and shows how the British ad¬ 
ministrative structure had an important role 
to play when disputes arose. He concludes 
that "it was the custom associated with the 
sajjada nashin’s political leadership in the 
local context which in official eyes solely 
determined his right to succeed" (p 153). 
Katherine Ewing’s article is more interesting 
as she looks at the policies of the Ayub, 
Bhutto and Zia regimes with respect to 
shrines, pirs and sufis which arc part of 
Pakistan’s cultural, political and religious 
matrix. All three rulers had different ap¬ 
proaches to these phenomena; where Ayub, 
whom she considers to be secular, had a 
more distant relationship, while Bhutto’s 
awami colour exploited the sentiment of the 
people vis-a-vis shrines more skilfully. Zia, 
on the other hand “created a subtle shift of 
emphasis in defining the meaning of the 
saints" (p 183). For him the early saints were 
educated missionaries, and this new mean¬ 
ing was propagated in order to "equate... 
those who are presently being trained to 
serve as imams in local villages. The em¬ 
phasis seems to be on minimising the distinc¬ 
tion between the saints and the utama. 
Sufism and shariat" (p 183). Most certainly 
an interesting observation regarding Zia's 
political acumen. Ewing also cites the exam¬ 
ple of Ibrkey and Saudi Arabia which both 
destroyed shrine*, in their country, but for 
opposite reasons: Turkey’s secularism and 
modernism, and Saudi Arabia’s fundamen¬ 
talist interpretation of Islam. 

Chaudhry’s article is about the ’mazar’ of 
Golra Sharif m Rawalpindi and discusses its 
history and physical and social set-up. WA: 
learn that this shrine is run on quite 
thorough administrative lines and has a pro¬ 
fessional staff including a librarian, teachers, 
a resident director for agriculture, an elec¬ 
trician and general mechanics. Richard 
Kurin’s article on the shrine of Abdullah 
Shah Ghazi shows in great detail the rituals 
that are carried out at the mazar and how 
and what it means to be ‘blessed’ by the 
saint. 

Of the three articles on the Baloch, the 
two by the Pastners (one by Carrol and one 
by Stephen) locus on various aspects of 
Baluch culture Carrol Pastner deals with the 
concept of purdah amongst Baluch women 
and how this relates to the broader concepts 
of honour and shame. Stephen’s article deals 
with the relationship between ‘pirs’ and 
political power amongst the. Baluch, Both 
these articles are probably the weakest in the 
whole collection 


The article by Gankovsky on the social 
structure of the Brahui and the Baloch along 
with the one by Waseem on Faisalabad ate 
the best in the collection, most importantly, 
because of their perspectives. They use a 
holistic approach rather than the more 
myopic ones by the others, and try to look 
at developments and processes within their 
area of study and show how change has and 
is taking place. Their work differs from most 
of the other papers which arc only descrip¬ 
tive. Waseem’s paper is an outlier, because 
it deals with an urban area and also because 
it deals with the labour movement in that 
area and is more overtly political. 

It is important to return to the concept 
of ‘jserspective’ once again in light of the 
studies mentioned above The ones on ethni¬ 
city seem to deal more with honour, shame, 
'izzat/gheyrat' rather than the social and 
economic dynamics of the communities 
under study. And for this reason, one feels 
that the authois think that these com¬ 
munities are in some way ‘outside’ the pro¬ 
cesses going on elsewhere the question of 
how recent modernisation with an expanded 
market and more capitalistic pioduction has 
affected these societies is always left wan¬ 
ting. One cannot deny the profound effect 
of change on these communities, but the 
perspective of most of these authors does 
not permit them to deal with btoader dyna¬ 
mics. As far as the papers on the shrines are 
concerned, one would have expected a more 
comprehensive and rigorous critique of 
shrines, pirs, and all they embody rather 
than a mere * 01110 ’ sort of academic explana¬ 
tion of what it means to be blessed. These 
authors seem to romanticise and glamorise 
the phenomena of shrines where the op¬ 
pressive and backward nature of these in¬ 
stitutions has been deliberately ignored. The 
‘jahalat’ which is embodied around these in¬ 
stitutions does not concern these ’social 
scientists'. To say that these institutions pro¬ 
vide a service, merely justifies and supports 
the ‘service’ provided by obscurantism 
This book will interest few people, at best 
a few academics or ‘social scientists’ who are 
as narrowly defined here as they are by the 
editor. A general reader will find the book 
turgid and cumbersome, if Akbar S Ahmed 
wants those from non-social science disci¬ 
plines like economics (as he says) to under¬ 
stand this perspective, he certainly has not 
made his contributioijiclt by publishing this 
volume The publishers, Oxford University 
Press, could have been better advised to ask 
the editor to choose a more realistic title, and 
for those articles which have been reproduc¬ 
ed here he should have,also provided the 
reference to the initial publication. Other¬ 
wise the book is very well printed, surpris¬ 
ingly with no typographical errors. One 
hopes that OUP will maintain this quality 
but given the paucity of books on social 
science in Pakistan, will choose less esoteric 
and more relevant themei for future 
publication. 
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SPECIAL ARTICLES 


Technical Education and Industrial 
Development in Madras Presidency 

Illusions of a Policy in the Making 

Padmini Swaminathan 

In July 1886, Macdonnell, the home secretary drew a note examining the condition of technical education in 
the various provinces and the steps taken by each local government to give effect to the 1884 orders of the govern¬ 
ment of India enforcing the necessity of improvements in the matter of practical and industrial training. This 
paper attempts to bring out the educational manifestations of colonialism through a study of the development 
of technical education in the Madras presidency. 


It is said that we ought to secure the co¬ 
operation of the native public, and that we 
can do this only by teaching Sanskrit and 
Arabic. I can by no means admit, that, when 
a nation of high intellectual attainments 
undertakes to superintend the education of 
a nation comparatively ignorant, the learners 
are absolutely to prescribe the course which 
is to be taken by the teachers. 

Minute by T B Macaulay, dated 
February 2, 1835.’ 

Tit Natives must either be kept down by a 
sense of our power, or they must willingly 
submit from a conviction that we are more 
wise, more just, more humane and more a x- 
ious to improve their condition than any 
other rulers they could possibly have. 

Minute by J Parish, dated August 28, 
1838.1 

AN official documentation of the need to 
provide technical education to the people of 
India can be traced to the Educational 
Despatch of 1854:- 

“Our attention should now be directed to 
a consideration, if possible, still more im¬ 
portant, and one which has been hitherto, 
we are bound to admit, too much neglected, 
namely, how useful and practical knowledge, 
suited to every station in life, may be best 
conveyed to the great mass of the people, 
who are utterly incapable of obtaining any 
education worthy of the name by their own 
unaided efforts, and we desire tojsce the 
measures of government more especially 
directed for the future; to this object, for the 
attainment of which we are ready to sanction 
a considerable increase of expenditure.” 3 

Following the Despatch came the Report 
of the Education Commission in 1883. Un¬ 
fortunately, technical instruction was one of 
the few mailers connected with education on 
which the commission was not required to 
report. 4 But they could not ignore the ques¬ 
tion altogether and among other things 
observed that:- 

“It has been felt in all provinces, and urg¬ 
ed by many witnesses that the attention of 
students is too eidusivcly directed to Univer¬ 
sity studies, and that no opportunity is of¬ 
fered for the development of what corres¬ 
ponds to the “modern side'* of schools in 
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Europe. It is believed that there is a real need 
in India for some corresponding course 
which shall fit boys for industrial or com¬ 
mercial pursuits, at the age when they com¬ 
monly matriculate, more directly than is ef¬ 
fected by the present system.” 5 

The commission recommended a bifurca¬ 
tion of studies into two divisions in the 
upper classes of high schools—one leading 
to the entrance examination of the univer¬ 
sities and the other, of a more practical 
character, intended to fit youths for commer¬ 
cial or non-literary pursuits. The government 
of India in its review of the commission’s 
report, gave the recommendation the fullest 
significance by passing the following resolu¬ 
tion in 1884:- 

“The bifurcation of studies suggested by 
the Committee is of special importance at 
the present time. Every variety of study 
should be encouraged which may serve to 
direct the attention of native youth to in¬ 
dustrial and commercial pursuits.” 6 

In July 1886, Macdonnell, the home 
secretary drew a note examining the condi¬ 
tion of technical education in the various 
provinces and the steps taken by each local 
government to give effect to the 1884 orders 
of the government of India enforcing the 
necessity of improvements in the matter of 
practical and industrial training. Macdon¬ 
nell noted that nowhere, except in Madras, 
had any practical steps been actually taken 
in giving, effect to the orders in question. 7 

The attempt in this paper is to bring out 
the educational manifestations of colonia¬ 
lism through a study of the development of 
technical education in the Madras presiden¬ 
cy. The model, method, curriculum/content, 
and the organisation for developing a system 
of technical education that was initiated in 
the Madras presidency around 1885 was 
largely based on the experience of England. 
Simultaneously, efforts were underway in the 
Madras presidency to stimulate some form 
of industrial activity in the state—this largely 
through the pioneering efforts of Alfred 
Chatterton who look over as superintendent 
of the School of Arts in Madras in 1897.' 

The closing decades of the 19th century 
and the first decade of the 20th century saw 


intense activity in the Madras presidency in 
the forum of debales/discussions/nienioranda/ 
conferences/resolutions covering the following 

issues:- 

(a) the need to bring the scheme of technical 
education into relation with the industrial 
needs and conditions of the country;* 

(b) the insulation of the artisan classes from 
any form of formal instruction in schools 
that could be classified as industrial or 
technical schools and therefore the inabili¬ 
ty of the system to tackle “the real problem 
of industrial education”. 

(c) the extreme illiteracy of the vast majority 
of the population which meant that funda¬ 
mental or necessarily preliminary instruction 
had to be imparted before going on to 
specialised technical instructions; 

(d) the need for government intervention in 
fostering industrial development and em¬ 
barking, on a series of industrial experiments 
worked on a comparatively large and com¬ 
mercial scale to make industrial and tech¬ 
nical education really take off. 

For convenience of analysis the paper is 
divided into three sections. Section I gives 
a brief outline of the chronological develop¬ 
ments in policy aimed at fostering technical 
education from an all-India perspective. Sec¬ 
tion 11 forms the nub of our analysis. Here 
we document the evolution of the policy 
relating to technical education in the Madras 
presidency, which, while trying to function 
within the framework of the imperial dic- 
lat, attempted to evolve a model of its own 
in the light of what it perceived as being 
suited to the conditions obtaining in the pro¬ 
vince. The early phase of enthusiasm (begin¬ 
ning with the closing decades of the !9th 
century and the opening decade of the 20th 
century) ended in a near disaster with the 
imperial government ordering the closure of 
the industries department of the presiden¬ 
cy. Thereafter, even the customary lip-service 
to the magnitude of the problem became few 
and far between until almost the eve of 
independence when the Scientific and 
"technical Man-Power Committee was set up 
at the All India level. Whatever else this body 
may not have done, it certainly brought out 
the depressing scenario as far as the coun- 
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try’s technical and scientific manpower was 
concerned. Madras presidency included. 10 
In Section 111 ve conclude with certain 
observations borne out of our study of the 
whole issue. 

I 

The Report of the Education Commission 
of 1883 had recommended the introduction 
of secondary school courses preparing boys 
for industrial or commercial careers. Upon 
this subject the government of India in 1886 
circulated a memorandum to all local 
governments in which the position of in¬ 
dustrial schools then existing was set forth 
and it was shown that hitherto little progress 
of a substantial character had been made in 
promoting technical education." Since then 
the subject had received much attention both 
from the public and the various local govern¬ 
ments. One consideration which had forced 
the question into prominence had lo do with 
the need of indusitial occupation for a 
population rapidly outgrowing the means of 
support supplied by a too conservative 
system of agriciiltuic. 

It was realised, that, in India, the applica¬ 
tion of capital to industry had not then 
developed to the extent which in European 
countries had rendered the establishment of 
technical schools on a laige scale an essen¬ 
tial requisite of success. But the extension 
of railways, the introduction of mills and 
factories, the exploration of mineral and 
other products, and the expansion of exter¬ 
nal trade was expected to create a demand 
for skilled labour and for educated foremen, 
supervisors and managers I he conspicuous 
insignificance of what had been attempted 
in India, then, by way of promotion of 
technical education prompted the governor- 


general in council to suggest that local 
governments were to take action in two 
ways:- one, collect information on the extent, 
character and circumstances of important 
local industries in every province of India; 
and (2) each government was to form a com¬ 
mittee of educational experts and profes¬ 
sional men who would make suggestions 
from time to time for the supply of ap¬ 
propriate means of technical education, and 
at the opportune time establish a techno¬ 
logical institute for the enlargement of the 
provincial schools of art and design and for 
the larger co-operation of the university in 
the promotion of the object in view. 12 

In 1901, the government of India re¬ 
quested E Buck to enquire into and submit 
a report on the position and progress of 
practical education in each province. 13 The 
conclusion that Buck drew from his ex¬ 
amination of the position throughout India 
was that the general intention of all the 
educational departments was in accordance 
with the principles of the imperial resolu¬ 
tions but that the measures taken were not 
always clearly defined and were in some pro¬ 
vinces insufficient. In some of the provinces 
no definite scheme had yet been drawn up 
on the basis of the resolutions of 189S and 
1897, no final considerations had been given 
to these resolutions, no modifications made 
in the curricula, progress effected in the 
teaching of teachers was slow while some of 
the school books even then went against 
leading principles enunciated. 14 

Buck noted that the Educational Despatch 
of 1854 on which the educational scheme of 
the country was founded, had divided the 
classes for whom a different kind of instruc¬ 
tion was needed under three heads—high, 
middle and low. This division, according to 


Buck, though sufficient half a century ago 
for the purposes of initial organisation, was 
not adequate but needed further differen¬ 
tiation and a determination of the line which 
was to separate the functions of the educa¬ 
tional staff from those of the administration 
of industrial and technical schemes. 15 

Buck provided a chart of the different 
types of primary and technical schools that 
he came across in the various provinces 
(reproduced in Thble I). He found that the 
schools of type VI were the favourite type 
of industrial schools in India where a good 
deal of literary education was given at the 
same time that minor trades, of which the 
most prominent were carpentry add smithy 
work, were taught. This type originally 
founded by missionaries had been more or 
less copied in most of the industrial schools 
established by official authority. The sale of 
the articles made in the school provided for 
the maintenance of the school. The method 
of instruction in these schools, according to 
Buck, was faulty, the boys being taught by 
a salaried artisan who had no personal in¬ 
terest in the success of the work turned out 
while the literary education was too advanc¬ 
ed for those who were meant to follow a 
manual occupation. Buck found that the 
largest number of such schools existed in the 
Madras presidency, where the number of 
missionaries were more than in any other 
province. Chatterton in a note, condemned 
the type as having a double object in view 
and failing in both. 16 

The compulsions of the government 
apart, the arguments put forward by Buck 
highlight various aspects of the complexities 
of the situation. At one level, to derive maxi¬ 
mum benefit from the instruction imparted 
m industrial schools, the government felt 


I AMI I I 1 I't-.N (11 PRIMARY AN!) 1 a. HNK AL SCHOOl S IN VARIOUS PRCtVINCI-.S 


Class of School 


Provinces in which found 


Primary 


1 

In which no leaching is gisen by practical methods, i e. 
kindergarten, object lessons, illiisiiations. cic 

1 

Northwestern Provinces 

II 

In which object lessons and elemental> science arc optional 
subjects 

II 

Madias 

111 

In which practical methods are employed 

III 

More or less in every province. More perhaps in Bombay 
and the Central provinces than elsewhere. 

IV 

In which hand and eye and manual naming are added to III IV 

Technical 

Central Pronvinces town school;'North-Western Provinces 
English Schools; Bengal vernacular schools 

V 

Manual work schools on the "disciplinary" system which 
prepare boys by manual exercises for manual occupations 

V 

All industrial schools in Bombay 

VI 

Schools which give literary instruction combined with 
leachmgg a trade under school officials 

VI 

Aided schools, chiefly mission in Bombay. Madras, Norlh- 
Western Provinces and central provinces. 

VII 

Special trade schools not giving literary instruclion tor 
teaching improvements in an industry or for teaching a new 
industry under school officials 

VII 

Sericulture school in Bengal; Aluminium school in Madras, 
Art Schools in Bengal, Madras, Bombay and Punjab; 

Rurki college industrial class. 

VIII 

Special schools, for training artisans in foundries, work 
shops, etc. 

VIII 

Lahore 

IX 

Special schools for higher class employees 

IX 

Vicloua Jubilee Insiilute, Bombay. 

X 

Special trade schools for leaching industries under native 
arltsan leachets on the Naples system 

X 

To be introduced al Lucknow: recommended for all towns 


Soune: T Buck, Report on Practical and rechnical Education, Home Education A Proceedings, December 1901, No 20, National Archives of 
India, Reproduced in K D Bhargava, op at. p 151 
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that instruction was to be differentiated for 
different classes. At another level, caste 
domination of particular trades made it dif¬ 
ficult for those outside the castes to learn 
a trade It was here that the missionaries 
played a significant role by providing an 
avenue to the native Christian community 
to learn trades which otherwise would have 
been out of bounds to them. On principle, 
the government expressed its abhorrence 
over entering into commercial transactions 
(which would have been the only way to 
make a dent in occupations dominated by 
caste), and, wanted that, in industrial 
schools the trades selected were capable of 
improvement by expert instruction or the in¬ 
troduction of scientific methods. 

Summing up the main defects of the then 
existing industrial schools Buck enumerated 
the following, namely: that general and 
technical education were combined, that in¬ 
struction was not differentiated for different 
classes, that disproportionate attention was 
given to carpentry and smithy work, that 
aims and objects were not defined, or, if they 
were, not kept in view; that if a trade was 
taught it was not followed, that attempts at 
working for a market lead to embarrass¬ 
ment, and that, the leading defect of all was 
that no clear principles were laid down. 17 

An important observation made by Buck 
relevant from the Indian point of view (con¬ 
sidering that England’s experience formed 
the model for the setting up of technical 
schools in India) was that England could no 
longer claim the monopoly she once possess¬ 
ed of modern manufactures. Austria and 
Germany had embarked on a serious train¬ 
ing programme of their subjects in scientific, 
technical and artistic training. “In England 
people are still content to repeat that trades 
cannot be taught in a school. The Austrians 
and Germans have discovered that trades 
cannot be efficiently taught without a 
school. In many tO\vns employers are re¬ 
quired to send their apprentices to a tech¬ 
nical school for a certain number of days 
a week, arid a breach of the law is followed 
by fine or imprisonment. Nor are the schools 
confined to a few large towns. In Austria, 
in particular, a great point is made of car¬ 
rying technical training to the small towns 
and even to the villages” 1 -' (emphasis in 
original). 

A Conference on Itchnical Education was 
held at Simla in 1901. Before going into the 
resolutions passed at the conference, a point 
to be noted about this conference is that, its 
proceedings were kept secret, and, more im¬ 
portant, no Indian was invited to it, even 
though, as Aparna Basu has pointed out, 
representatives of the Indian educated class 
had been found competent to advise the 
government on the framing of the educa¬ 
tional policy in 1882. 19 

The conference recommended the institu¬ 
tion of a number of state technical scholar¬ 
ships for the encouragement of the further 
studies of Indian students in the higher bran¬ 
ches of technical education. The proposal 


was accepted by the government of India 
who were prepared to institute 10 scholar¬ 
ships a year, two each to the presidencies of 
Bombay, Bengal and Madias and the re¬ 
maining four to be distributed among other 
local governments and administrations in 
whose territories technical instruction had 
not advanced sufficiently. 20 

The Simla conference had come down 
heavily on the lack of organisation and the 
want of purpose of the then existing in¬ 
dustrial schools in the country. 21 The 
government of India therefore decided in 
1901 to appoint a committee to visit the dif¬ 
ferent provinces in connection with the in¬ 
stitution of industrial schools to examine 
what had already been done and with what 
measure of success, and to confer with local 
educational officers and others as to the best 
means of establishing such schools. 22 

The government of India wanted the local 
governments to examine the lines on which 
a practical beginning could be made 21 

Despite the “torrents of words’’ 2 '* both 
the government of India and the local 
governments were in a maze as to the course 
to be followed. Their exasperation was all 
the more acute given the realisation that 
ordinary education which formed the preli¬ 
minary to technical instruction was so little 
advanced among the population at large and 
more especially among the classes and castes 
who were likely to adopt an industrial life. 
The cause for the slow progress was blamed 
on the character of the people themselves. 
“They do not trust one another and they are 
unable to adopt co-operative methods. Of 
all those who have received in the high 
schools and the university a scientific train¬ 
ing upon which they would readily found a 
technical education, ihe numbers who have 
so applied that training during the last 
quarter of a century would be counted upon 
the fingers of one’s hand" 25 

The increasing realisation of the impor¬ 
tance of technical education led in some 
quarters to the demand for the creation of 
a separate department, despite the fact that 
the creation of a department of techical 
education separate from the educational 
department had failed so conspicuously in 
England. 2 * Some of those who advocated 
such a separation were led to this view by 
the consideration of the inability of the 
education departments, as then organised, 
to add to their burdens by undertaking the 
supervision of a new branch of work. 

In September 1912, the government of 
India felt that the time had come to 
endeavour to connect educational institu¬ 
tions more closely with business firms, 
railways and other employers of labour, to 
enquire how the former could better meet 
the requirements of the latter and to pin¬ 
point the way to further employment of 
Indians in them. Col Atkinson and Dawson 
were selected; they conducted the enquiry in 
the leading industrial centres of India. The 
i government of India was keen on eliciting 
the opinions of the local governments on the 


recommendations made in the report. 17 

Dossier, superintendent of industrial 
education in the Madras presidency in his 
note on the report, pointed out that the in¬ 
vestigations made by Atkinson and Dawson 
really resolved itself into an enquiry as to 
the nature of the combination needed to pro¬ 
duce the class of workers required in modern 
industry. 28 

Dossier felt that under existing conditions 
it was only tn the matter of school training 
that the educational department could ia- 
fiuence industrial education. Such training 
however excellent it might be intrinsically, 
could not be expected by itself to lead to a 
complete solution of the problem under con¬ 
sideration. School training could teach a 
pupil the principles of his trade but the real 
solution of the problem according to Dtssler 
lay with the employer of labour over whom 
the government had no control. 29 

In 1915 a confidential note submitted to 
the secretary of state drew attention to the 
growing discontent among the population, 
which followed two particular lines of ex¬ 
pression. 30 In the first place, there was the 
constant asseveration (hat the British govern¬ 
ment had with malice intent or, if not with 
malice, by their attitude of indifference 
allowed indigenous industries to be over¬ 
whelmed by foreign and especially by British 
competition. The second charge was that the 
British system of education had confined the 
energies of the educated young men to 
literary pursuits and the learned professions 
and had created among them a demand for 
employment limited to government service, 
the law and medicine. These contentions em¬ 
phasised one aspect of the need for an in¬ 
dustrial policy which would enable technical 
education in India to produce its best results 
and which would lighten the pressure on 
purely literary courses and reduce the ex¬ 
cessive demand for employment in the ser¬ 
vices and callings to which the courses lead 
up to. 

In a resolution dated May 19, I9I6,’ 1 the 
government made explicit its decision to lake 
up for examination the question of the ex¬ 
pansion and development of Indian manu¬ 
factures and industries in a more com¬ 
prehensive manner than had hitherto been 
attempted. In discussing the functions of the 
provincial departments of industries, the 
commission proposed that the control of 
technical and industrial education should 
vest in the department of industries with the 
government reserving the right of deciding 
whether particular schools should be con¬ 
trolled by the educational or industries 
department, such as, the reformatory 
schools and the schools of art. Another pro¬ 
posal of the commission was the constitu¬ 
tion of an imperial department of industries; 
among the latter’s function was included the 
need to advise local governments regarding 
the conduct of industrial and technical 
education and this advice was to be tendered 
through the medium of “thoroughly quali¬ 
fied visiting experts”, the suggested implica- 
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INDIAN BANKS’ ASSOCIATION 

Excerpts of the Chairman’s speech at the forty-fourth 
Annual General Meeting of the Indian Banks' 
Association at Bombay on July 7, 1992. 


During the year, the country 
witnessed radical changes in the 
outlook on how the economy 
should be evolved so as to assume 
a meaningful role in the fast 
changing economic and political 
scene worldwide. Vital sectors of 
the economy viz., agriculture, 
industry, finance and banking were 
subjected to sweeping reforms and 
changes were sought to be 
brought about in their style of 
management and functioning. The 
economic crisis that surfaced in 
the aftermath of the Gulf War, 
adversely affected the performance 
of the core sectors of the 
economy. 

“The year just passed 
by was a year of swift 
changes and rapid 
developments .”_ 

In the situation that the country 
found itself last year, any hesitation 
in making quick responses and 
taking swift decisions could have 
been disastrous. The very fact that 
the image of the country once 
again started looking up was 
ample testimony to the prompt 
and decisive economic measures 
taken by the Government of India. 

Reforms in fiscal, demand and 
balance of payments management, 
trade, industry, agriculture, finance, 
poverty alleviation and 
management of human resources 
have become urgent and important 
to make the economy viable and 
vibrant facilitating smooth 



Shri P 5. Oopdlakrishnan 
Chairman 


integration into the world 
economy 

Significant and far reaching 
initiatives, were made to make the 
banking industry stronger and 
competitive 

The Narasimham Committee set 
up in August 1991 called for 
substantial changes in the 
structure, organisation and 
functioning and procedures of the 
financial system. 


"The magnitude of the 
present problem is 
quite large, but it is 
not big enough to 
derail the banking 
system.” 

Recently the banking industry 
was embroiled in a turmoil 
involving securities transactions. 
The exploitation of deficiencies in 


the systems management and 
flouting the operative rules in force 
by some market forces should not 
be tolerated. It is high time.that 
banks realised the importance of 
carrying out reforms in their 
systems management which is long 
overdue. 

Glaring irregularities in securities 
transactions could not have been 
perpetrated had it not been for 
systems failure. I would strongly 
appeal to the various sections of 
the society that this mishap should 
not be taken as a factor which 
threatens the viability of the 
banking industry. Indian banking 
industry remains strong with more 
than 60,000 branches, around 
Rs.2,35,000 crores of deposits and 
Rs.1,35,000 crores of advances. 
Banking systems all over the world 
faced such convulsions several 
times in the past and nowhere 
their existence was threatened. In 
fact, such episodes forced banks 
to evolve better systems bringing 
refinements that are needed. 


"Banks would continue 
to extend assistance to 
the priority sector” 

Since nationalisation, banks have 
made enormous contributions to 
the financing of the priority sector. 

Outstanding advances under this 
sector are at around Rs. 44,000 
crores forming 41% of total bank 
credit. Outstanding advances to 
direct agriculture amounted to 
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about Rs. 16,000 crores forming 
more than 15% of bank credit. 

With the winds of liberalisation 
and the introduction of reforms 
with emphasis on profitability, 
there are certain apprehensions 
about the banks continuing their 
assistance to the priority sector. 
Huge infrastructure and manpower 
have been created by banks 
towards assisting the priority sector 
and banks would continue to use 
these to that end in future also. 

During the last 20 years there has 
been a substantial transformation 
in the content of the priority 
sector which calls for a 
redefinition, and a shift in the 
focus of certain activities 
thereunder That is what the 
Narasimham Committee has 
recommended and banks also 
desire. I request this exercise of 
redefining the banks' role in 
financing the needy should not be 
taken as dilution of their interest in 
the priority sector lending. 

“The issues of 
customer service, 
computerisation and 
mechanisation assume 
greatest signifi cance" 

The Goiporia Committee on 
Customer Service in banks came 
out with far reaching 
recommendations for improving 
the quality of customer service. 
Reserve Bank of India accepted the 
'ecommendations of the 
Committee, most of which are for 
mmediate implementation by 
oanks. I urge the member banks to 
mplement the recommendations in 
rue spirit and strive to extend high 
quality customer service. 

Higher quality of customer 


service would entail, apart from 
attitudinal changes, substantial 
financial investments, refinements in 
systems and procedures and 
building up of infrastructure 
backed by appropriate technology. 
Here, the issue of computerisation 
and mechanisation in the banking 
industry assumes greatest 
significance. Banks should speed 
up the computerisation process so 
as to extend the benefits of a high 
quality customer service to the 
public. 

The Association perceives 
computerisation as a major factor 
influencing and ensuring the level 
playing field and unless it is 
pursued expeditiously, it would be 
extremely difficult for banks *o 
achieve competitive efficiency. 

“I would like to dispel 
some misgivings about 
reforms that the 
Government has 
proposed." 

let me state that reforms in the 
banking industry are not peculiar 
or specific of India. Reforms 
pervade several countries across 
the world, irrespective of political 
ideologies and economic systems. 
As many as 30 countries have 
introduced reforms in their 
economic systems since 1986. The 
principal factor governing all these 
is to make banking industry viable, 
vibrant and internationally 
competitive. 

Change is vital for progress. 
Change may also bring some 
discomfort in the short run but its 
relevance snould be viewed in 


terms of overall benefits that will 
accrue in the long run. 

Only through changes in our 
mindset and attitude towards work, 
and allowing the system to evolve 
itself so as to meet the challenges of 
the changing world order, can we 
become consistent with our times. 

At the same time I assure that” all 
major policy changes would be 
undertaken only after due process 
of consultation and discussion with 
the representatives of the staff. I 
appeal once again to all the 
bankmen not to resort to 
agitational methods on matters 
which are still under consideration 
and on which they have been 
assured of prior consultation. 

Role of Indian Banks’ 
Association 

Indian Banks' Association, which 
was set up in 1946 has, ever the years 
evolved into a strong, influential 
body protecting the interests of 
the banks. Today, it has 124 members. 

With changes envisaged in the 
banking and financial system, the 
Association is shifting its focus from 
being a reactive agent, helping 
the changes taking place in the 
banking industry, to a pro-active 
agent shaping the changes. In the 
revised role of the Association, 
three aspects assume significance: 
self regulation, evolving certain 
common services and studying the 
recommendations of the Narasimham 
Committee and sequencing their 
priority for implementation. A high 
degree of professionalism, no 
doubt, is an essential pre-condition 
foe success in these areas. 


1 


Indian Banks' Association 

Stadium House, 6th Floor, Block 3, Vteer Nariman Road, 
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tion being that these ‘itinerant experts’ 
would replace the provincial inspector of 
industrial schools. This move was opposed 
among others 'y the director of industries, 
Madras. 32 

Around this time was also published the 
Montagu-Chelmsford report on constitu¬ 
tional reforms. Both the reports emphasised 
the need for rapid industrialisation of the 
economy with active state participation. 
However, while the Indian Industrial Com¬ 
mission's (IIC) report emphasised Ihe need 
to centre direction in the government of 
India, the Reforms Committee emphasised 
the need to minimise central supervision and 
direction of provincial activities. 

A reading of the administration repons 
of the depanmcnt of Industries brings out 
clearly the limited impact that the depart¬ 
ment had on the industrialisation of the pro¬ 
vince despite organisational changes in keep¬ 
ing with the recommendations of the above 
bodies. 

Provincial autonomy was accompanied by 
financial stringency leading to retrenchment, 
which was accentuated further in the depres¬ 
sion and post-depression years. This slowed 
down industrial development and techno¬ 
logical progress. Nothing significant by way 
of educational policy/resolutions was an¬ 
nounced in the 1910s and 1940s though esta¬ 
blishment of stray institutions here and there 
did take place. 31 

The magnitude of the task facing the 
country on the eve of independence in terms 
of the paucity of scientific and technical per¬ 
sonnel and the extremely poor base from 
which post-independent India had to build 
can be gauged from the following statistics 
provided by the Scientific and Technical 
Man-Power Committee set up by the govern¬ 
ment of India in April 1947 34 The commit¬ 
tee could not obtain up-to-date statistics con¬ 
cerning the annual output of scientific and 
technical personnel from institutions and 
had to make do with figures concerning the 
whole of British India for the year 1940: 

Students passing the various examinations 


Matriculation or its equivalent 92,555 

Intermediate arts 19,000 

Intermediate science 5,453 

BSc (pass) 2,499 

BSc (honours school) 359 

MSc 428 

Medical degree 875 

Agricultural degree 293 

Engineering (civil, mechanical 
and electrical, mining and 
metallurgy) degrees 638 

Doctorate (arts, science, 
medicine) degrees 38 


The committee expressed the opinion that 
they had no reason to suppose that condi¬ 
tions in 1947 were remarkably different from 
that obtaining in 1940. Uncertainty as to the 
extent of development of Indian industries 
in subsequent years and the inadequacy of 
information available to them, made it dif¬ 
ficult for the committee to assess with 
reasonable exactitude the requirements for 


technical personnel for the following five 
years. The committee therefore made On ap¬ 
proximate assessment by analysing the new 
capital floatation allowed by the government 
and from this tried to infer India’s require¬ 
ment for technicians. We reproduce a table 
given by the committee that showed the posi¬ 
tion of new capital issues for some of the 
industries in January 1946 together with a 
column showing the number of additional 
technical personnel that would be required 
for the successful running of these industries 
(Bible 2). The technical personnel were 
divided into three categories:- 
W — Experts 

‘13’ — technicians with superior quali¬ 
fications 

‘C — l-ower grade technicians including 
mechanics. 

Prom a comparative study of the figures 
of the estimated output with those giving the 
immediate requirements of industry alone, 
leaving aside the requirement of govern¬ 
ments fot their contemplated large-scale 
public works, the committee found that they 
had to plan for at least a four-fold increase 
in the output of all categories of personnel, 
if the needs of the next four or five years 
had to be met. In this context a note was 
prepared for the committee giving a state¬ 
ment of the facilities available in various 
Indian universities, and the urgent measures 
which should be given effect to, in order to 
increase the outturn of research workers and 
also the probable numbers of additional men 
each University will be in a position to ad¬ 
mit in the immediate future. From such data 
it was found that only the universities of 


Calcutta, Bombay, Andhra, Beuru, 
Lucknow, Allahabad. Aligarh, Dacca and 
Punjab had fairly well-equipped poet- 
graduate research departments while the 
universities of Madras, Nagpur, Delhi, Mna, 
Annamalai and Agra were not so In this 
respect (emphasis added). 35 

An observation made by the committee 
(relevant in the Indian context even today) 
was that a good proportion of the available 
scientific manpower in the country had not 
been made use of in a fruitful way inasmnrh 
as owing to the then existing conditions of 
recruitment to services and other factors 
many qualified men had not suitable oppor¬ 
tunities of contributing all they could in the 
sphere of scientific and industrial activity. 

II 

A systematic attempt to develop technical 
education in Madras owed its origin to Sir 
Mountstuart Grant Duff who was governor 
of the presidency from 1881 to 1886. 34 
Despite the fact that in Madras the College 
of Engineering, the Agricultural College and 
the School of Arts were already in existence, 
no attempt had been made to develop tech¬ 
nical education systematically. In September 
1884, Grigg, then director of public instruc¬ 
tion, was asked to submit proposals for the 
encouragement of scientific and technical 
education in the presidency. Grigg’s pro¬ 
posals were based on the experience of his 
"predecessors of a similar path at home 
[England] and abroad” and the package 
contained a scheme of examinations, sup¬ 
plemented by a system of liberal grants-in- 


^abi t 2: Additional Technical Personnel Required in Selected Industries 


Industries New Capital Estimated Requirements 

Issues . (Number in Grades) 

Allowed in A B .C 

1946 

(Rs in Lakh) 


1 Glass and ceramics 

213 

10 

30 

200 

2 Chemicals and drugs 

3 Soap and oil (excluding edible 

570 

20 

1(8) 

250 

oils and vanaspalt) 

110 

8 

10 

100 

4 Rayon and art silk 

402 

6 

30 

200 

5 Paper, board, etc 

281 

10 

50 

150 

6 Plastics 

50 

10 

40 

200 

7 Leather 

85 

s 

13 

35 

8 Cement 

463 

10 

20 

80 

9 Woollen 

137 

10 

36 

100 

10 Rubber 

117 

70 

94 

188 

11 Engineering 

1242 

25 

150 

1000 

12 Electrical 

910 

25 

150 

300 

13 Non-ferrous metals 

98 

6 

45 

250 

14 Machine tools 

122 

100 

400 

1000 


Sole The output of graduates in engineering and technology in 1946 was estimated as follows: 


1 Aeronautical engineering 

r, 

15 

2 Architecture and building construction 


20 

3 Civil and municipal engineering 


467 

4 Chemical engineering and chemical technology 


244 

5 Electrical engineering 


285 

6 Mechanical engineering 


258 

7 Metallurgy 


27 

8 Mining 


_27 

Total 


1342 


1616 


Economic and Political Weekly July 25, 1992 




Aid, making at the tame time provision for 
a supply of weU-instructed and professional¬ 
ly trained teachers; in addition steps were to 
be taken to develop the scientific and art in¬ 
stitutions then existing in the presidency so 
as to make them not only teach all or most 
of the sciences and arts of which need was 
then felt but also serve both for the provi¬ 
sion of a supply of science and art teachers 
and as models for private effort. 

Origg’s scheme of development was divid¬ 
ed into three main sections. The first place 
was given to the establishment of a system 
of higher examinations in technical subjects. 
The second part of his scheme included the 
provision of grants-in-aid to institutions pro¬ 
viding facilities for industrial and technical 
education and the grant of scholarships to 
pupils undergoing such instruction, besides 
grants for machinery, plant, apparatus and 
chemicals. Thirdly, Grigg proposed the 
development of the College of Engineering, 
the School of Arts and the Agricultural Col¬ 
lege into institutes dealing with the several 
connected branches of technical works. The 
College of Engineering was to teach the 
various branches of engineering was to teach 
the various branches of engineering with 
subsidiary subjects, machine construction 
and the like. The School of Arts was to add 
to its curriculum decorative metal work, 
wood carving, cabinet making, furniture and 
architectural wood-work, pottery, glass 
manufacture and carpet-weaving. The Agri¬ 
cultural College was to teach, besides 
agriculture, agricultural chemistry, geology, 
physiography, forestry and surveying, plan 
drawing and veterinary surgery and medi¬ 
cine. Improved provision for instruction in 
biology and chemistry was to be made in the 
chief first grade colleges while practical 
training in industries was to be provided in 
the workshops of the Madras municipality 
and Madias railway 

Grigg's proposals were favourably received 
by government and high appreciation was 
expressed of the care with which the scheme 
had been drawn up. 37 The government gave 
the first place to examinations and prompt 
action to start these tests were taken. The 
committee appointed to fix the character of 
the syllabus and the details of the examina¬ 
tion submitted its report in November 1885 
recommending examination in 63 subjects 
(revised to include 93 subjects in 1892). In 
December 1891 the name of the examination 
was changed to the ‘Government Ifcchnical 
Examinations’ and their objective was 
declared to be “the encouragement of scien¬ 
tific and technical instruction with special 
reference to manufactures and industries and 
generally to the necessities of the practical 
side of life". 3 * However, the extension of the 
scope of work undertaken at the College of 
Engineering was negatived and no notice 
was taken of the suggested use of railway 
and municipal workshops for practical 
training. 39 

Though some progress had been registered 
in technical education since Duff first drew 
attention to the subject in 1884 the Direc¬ 


tor of Public Instruction's Report for 
1906-07 remarked that the general result was 
far from satisfactory. “Out of the large 
population of this Presidency” he wrote 
"less than three thousand children were 
receiving technical instruction in the various 
handicrafts and of these less than nine hun¬ 
dred were non-brahmin Hindus, the class of 
the community to which the bulk of heredi¬ 
tary workers in wood and metal and textile 
fabrics belong. There is as yet little demand 
for technical education, and the little ad¬ 
vance that has been made has practically left 
unaffected the great mass of the industrial 
population!’ 40 Among the causes attributed 
to the failure of Grigg's scheme of 1884-85 
was the fact that only part of the scheme was 
carried out, while some of the most valuable 
suggestions contained in it had been given 
the go by. The attempt, moreover, it was 
pointed out, to create examinations without 
first providing qualified teachers and ade¬ 
quately equipped training institutions was 
to reverse the true order of progress. Most 
important of all, it was mentioned, was the 
neglect to bring the scheme of technical 
education into relation with the industrial 
needs and conditions of the country. Even 
in providing scholarships for the encourage¬ 
ment of handicrafts sufficient care was not 
taken to see that they were reserved for 
members of the artisan classes—the scholar¬ 
ships too often fell to youths who had not 
the least intention of following the industry 
as a livelihood and who merely drew the 
scholarship while it lasted and then betook 
themselves to the role of clerk, peon, 
policemen or whatever the customary oc¬ 
cupations of their class might be. 41 

Remarking on the general character of the 
industrial schools in the presidency the 
acting-director of public instruction noted 
that the industrial schools in the presidency 
were more in the nature of charity schools 
designed to feed, house and clothe a certain 
number of poor children than schools where 
young people were taught on scientific prin¬ 
ciples the theory and practice of industrial 
am. Further their influence in improving the 
industries of the presidency were practically 
nil; few of the managers of such schools ever 
placed such aim before them. 43 

Among the steps that had been taken for 
the encouragement of technical education 
in the presidency may be mentioned the 
establishment of the Victoria Technical In¬ 
stitute (VTI) which was expected to take an 
important part in fostering technical educa¬ 
tion in the presidency. In his memorandum 
recommending the setting up of the VTI, 
John Adam, member of the sub-committee 
on technical education emphasised that 
“humbler but very useful work must be per¬ 
formed before high class technical instruc¬ 
tion can be appreciated by any but a small 
minority”. 43 While Adam strongly underlin¬ 
ed the fact that it was not the task of the 
institute to impart general instructions, 
however, in the absence of pupils so in¬ 
structed, it was essential that the institute 
encouraged and assisted in the spread of 


general technical instruction before going on 
to more specialised instruction. 

On the question of artisan education, 
Adam pointed out that every effort to im¬ 
part technical instruction to such children 
had failed because they were totally devoid 
of general education and because thdr 
parents were unwilling to lose the value of 
their labour during the time spent in acquir¬ 
ing what appeared to be useless know¬ 
ledge. 44 Apart from want of money, want 
of teachers, want of teachable material 
(which acted as obstacles to immediate or 
extensive action in directing the institute 
towards special technical education), Adam 
stressed another obstacle, namely, want of 
knowledge (as to the extent and condition 
of various industries, how these could be im¬ 
proved by the application of scientific prin¬ 
ciples and methods, and what sort and 
amount of instruction was best calculated 
to lead to much improvement). 45 

In a despatch in November 1893, the 
secretary of state questioned whether the 
schools of art in India served any useful pur¬ 
pose, and suggested that they might be con¬ 
verted into elementary technical schools and 
transferred to the control of municipalities 
or of private bodies. On receipt of this 
despatch the government of India convened 
an art conference at Lahore, and later, in¬ 
vited the opinions of the local governments 
on the resolutions of that conference. Dun¬ 
can, director of public instruction, Madras 
in his reply to the government of India con¬ 
tended that the institution was the only one 
of its kind fitted to supply schools with 
teachers of drawing and of industries 
capable of ornamental treatment; that it had 
helped to train the young of the artisan and 
working classes to earn a better livelihood 
than they could otherwise have earned. He 
simply insisted on the retention of the school 
as a government institution. 4 * In a subse¬ 
quent ruling the government also laid down 
that the School of Arts would continue to 
devote itself to what could be called artistic 
industries and would not be developed, or 
rather transmuted into an institute for 
teaching the application of science to 
mechanical manufacturing processes. 47 

In 1897 Chatteiton took over as superin¬ 
tendent of the School of Arts in Madras. In¬ 
itially at his own expense, and later with the 
help of a small grant from the provincial 
government, Chatterton began experiments 
in the manufacture of aluminium vessels 
which subsequently became an integral part 
of the work of the School of Arts. Copper¬ 
smiths and bdl-mctal founders were employed; 
indigenous ways of working were initially 
adopted with changes being introduced very 
slowly and at convenient opportunities. 
From the outset there was a good demand 
from the military authorities and from Euro¬ 
peans for aluminium vessels, and by, esta¬ 
blishing agents and subsidiary workshops at 
various places the Indian demand was also 
stimulated. 4 * By 1899 so much progress had 
been made that the government applied to 
the secretary of state for permission to 


Economic anti Political Weekly July 25, 1992 


1617 



employ Chatterton for a term of three years 
in furthering the progress of technical and 
industrial education in the presidency. 

in a letter to the local governments, 
generally endorsing the conclusions of the 
Simla conference on the subject of the 
schools of art, J P Hewett, secretary to the 
government of India, home department 
made a specific reference to the “successful 
establishment and extension of the alumi¬ 
nium industry in Madras” by Chatterton. 49 
Hewett acknowledged that, but for the 
development of the aluminium industry, the 
articles formally produced by the workmen 
might have been supplanted in the Indian 
market by articles manufactured in other 
countries. But Hewett was quick to add that 
the government considered woik of that 
nature to be outside the scope of t he edtica 
tion department. “If any Local government 
feds that special efforts are required to 
organise or to help any particular industiv 
from the mercantile point of view, they 
should either invoke the assistance of private 
enterprise or should arrange for its develop¬ 
ment by means of special officers not con¬ 
nected with the Education Department”'" 

Chatterton, in his comments on Heweti's 
letter, pointed out that the industrial con¬ 
dition of the Madras presidency was such 
that little good could be done in technical 
or industrial schools unless there were in¬ 
dustries in the presidency which would give- 
employment to those who had passed 
through these institutions. The mercantile 
community of the presidency were merely 
middlemen and it was not likely that they 
would risk capital to build up a manufac¬ 
turing community, which, if successfully 
established, would be largely at the expense 
of the foreign trade of the country. Under 
the circumstances it was only to the govern¬ 
ment that labour could turn to for help and 
government could render them efleetive 
assistance only by becoming pioneer s in new 
lines of business. 41 

While industrial education of some kind 
or the other was given in a large number of 
schools in the presidency, the majority of 
them offered only very elementary instruc¬ 
tion and were of no industrial importance 
In a very rudimentary state theft were several 
industries practised in various parts of the 
presidency which could be investigated and 
possibly developed. From his experience in 
the aluminium industry, Chatterton opined 
that there was need to set up industrial 
schools witl> a view to producing goods to 
compete with imports all over India since 
demand from a single presidency was in 
many cases insufficient to build up a 
business. Industrial schools, therefore, were 
not to be regarded as purely provincial in¬ 
stitutions and it was to be brought to the 
notice of the committee of exports that 
where new industrial developments were to 
be attempted through the agency of schools 
under a technological department the whole 
work throughout India was to be co-ordi¬ 
nated and organised so that no institution 


trespassed on the field taken up by 
another. 52 

An examination of the facts concerning 
the chief local industries in each district, the 
list of schools which could be classified as 
industrial or technical schools, the subjects 
taught in these schools and the numbers ol 
the different classes of the community at 
tending them, revealed that the total numbet 
from the community classed under ‘non¬ 
brahmin caste Hindus’ (whose hereditary oc¬ 
cupation was an industry) reported to be stu¬ 
dying in industrial and/or technical schools 
was 983. If from this number was taken away 
those studying commercial subjects like 
telegraphy, music and drawing, those in 
carpentry classes in schools (which were 
manual occupation classes) and also those 
in the reformatory school the analysis of the 
remainder made it quite clear that there were 
not 100 pupils in the whole presidency who 
were then receiving instruction in the 
methods and processes of their hereditary 
caste occupations or in the principles 
underlying the same. “So that 1 think we 
may say that the existing schools while doing 
useful work in other ways, for instance, 
teaching Native Christians and others a trade 
and affording instruction to all classes of the 
community in certain technical subjects are 
doing nothing towards what 1 call the real 
problem of industrial education. I am not 
condemning the existing schools, they fulfil 
to a greater or less extent a useful purpose. 
The particular field which the Government 
of India have in view is however at present 
almost a blank" (emphasis added). Bourne, 
who made the above observations, was also 
sceptical about teaching principles of in¬ 
dustrial processes to children when the in¬ 
dustries themselves were on their last legs, 
and there was no sign of capital forthcom¬ 
ing to put into practice the new processes 
that the children may have learnt. Instruc¬ 
tion, under such circumstances would be 
tantamount to “offering them a stone when 
they ask for bread”. 53 

While Chatterton fully acknowledged the 
force of the objection to any scheme aimed 
at exploiting Indian industries with govern¬ 
ment funds and under government control, 
yet, he felt that, because in the south of India 
industrial enterprise was almost non-exis¬ 
tent, it was therefore useless to provide for 
technical and industrial education, unless at 
the same time efforts were made in some way 
or the other to improve the status of existing 
industries and provide for the introduction 
of new ones. Whilst, therefore, he considered 
that it would he necessary in the immediate 
future for government to undertake the 
working of industrial experiments on a com¬ 
mercial scale, he emphasised that, that was 
to be regarded as exceptional. He was strong¬ 
ly of the opinion that the College of 
Engineering in Madras was to be developed 
and made the centre of all educational ef¬ 
fort in the presidency which did not come 
under the term general education. Private 
enterprise in the presidency being very weak. 


it was Chatterton’s suggestion that for the 
successful introduction of new industries or 
important improvements in existing indust¬ 
ries, it would be necessary for government 
to set up temporary special industrial 
schools analogous to the erstwhile alumi¬ 
nium department of the School of Arts. He 
was also critical of the College of Agricul¬ 
ture and lamented that the latter had not 
materially influenced agriculture in the 
presidency. 54 

In order to promote industrial develop¬ 
ment in the presidency it was proposed in 
1903 to sever technical education complete¬ 
ly from general education, to create a 
separate department to deal practically with 
the promotion of industries by experiment 
and advice as well as with the imparting of 
theoretical instruction in technical schools 
and colleges and to place the department 
under an officer styled the director of in¬ 
dustrial and technical inquiries. 55 

In passing orders on these proposals, the 
secretary of state stated in his despatch in 
August 1906, that he was unable to anti¬ 
cipate with much confidence the attainment 
of satisfactory results from the direction of 
state effort towards the creation of industries 
but he was, however, willing that the experi¬ 
ment should be tried re. view of the special 
circumstances of the presidency and of the 
talents and enthusiasm which rendered 
Chatterton well fitted for the proposed ap¬ 
pointment. He sanctioned the appointment 
provisionally in the first instance for a period 
of five years. 54 

On receipt of the secretary of state’s sanc¬ 
tion, Chatterton was appointed director of 
industrial and technical inquiries. He was 
directed to follow the lines on which he had 
been working since first he was placed on 
special duty in 1900 for the purpose of sub¬ 
jecting to a detailed examination each of the 
more important industries of the presiden¬ 
cy in turn and indicating the tines on which 
improvement might best be effected, 
devoting special attention to the chrome 
leather industry, the improvement of the 
handloom industry and the development of 
irrigation by pumps driven by oil-engines. 
Chatterton was, in addition to his other 
functions, entrusted, subject to the control 
of the director of public instruction, with the 
inspection of 18 technical schools, in which 
instruction was given in engineering subjects, 
in wood and metal work and in the prepara¬ 
tion of textile fabrics. 

The satisfactory results achieved by Chat¬ 
terton in these directions convinced the 
govemor-in-council in Madras of the desira¬ 
bility of enlarging the scope of his work. In 
order to determine the lines on which action 
could be taken, a conference of persons 
either concerned or interested in the conduct 
of the chief industries of the presidency was 
summoned and met in September 1908. The 
deliberations of the conference took shape 
in the form of 68 resolutions. 57 On the 
general and cardinal question whether state 
intervention was desirable or necessary in 
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fostering industrial development in a coun¬ 
try in which private industrial effort had 
hitherto been either spasmodic or practically 
non-existent, the opinion of 35 out of the 
38 gentlemen who composed the conference 
laid down that subject to the restrictions 
therein specified, the government could 
undertake as a pioneer, the introduction of 
new industries or industrial processes for the 
purpose of training students or apprentices 
or for demonstrating that such industries 
could be commercially viable/successful. 

The secretary of state however thought 
otherwise and vetoed the Madras govern¬ 
ment’s move to establish a separate depart¬ 
ment of industries with Chatterton as direc¬ 
tor. The policy which Lord Morley, the 
secretary of state, was prepared to sanction 
was one where state funds could be expended 
upon familiarising the people with such im¬ 
provements in the methods of production as 
modern science and the practice of Euro¬ 
pean countries could suggest; further than 
this it was to be left to the private enterprise 
to demonstrate that these improvements 
could be adopted with commercial advan¬ 
tage 5 * 

On the abolition of the department of in¬ 
dustries by the secretary of state in October 
1910; Chatterton was appointed to the newly 
created post of superintendent of industrial 
education in the educational department. 
This appointment he held until lat . 1911, 
when it was found impracticable to carry on 
pumping and boring operations under the 
arrangement in force and Chatterton was ac¬ 
cordingly placed on special duty in the 
revenue department in charge of these opera¬ 
tions, his place as superintendent of in¬ 
dustrial education being taken by 'Tfessler. 59 

Chatterton in a note submitted to the 
revenue secretary to government came down 
heavily on the proposal to divide the work 
carried on by the department of industries 
between two officers, one under education 
and the other under revenue which move ac¬ 
cording to Chatterton, would seriously cur¬ 
tail the amount of useful work done by 
either officer. While the secretary of state 
had sanctioned the appointment of experts 
in tanning, weaving and dyeing these men 
however had to work in the education 
department thereby dissociating them to a 
large extent from the work going on in the 
country. But the practical action that Chat¬ 
terton wanted the government to adopt con¬ 
tained within it the seeds for perpetuating 
and accentuating the dass-cum-caste-wisc 
division of the population. Chatterton 
wanted industrial education to be provided 
at two levels: (i) operatives or their allies who 
would be mainly drawn from the existing 
artisan classes; and (ii) masters and foremen 
who would control industrial undertaking 
and who would probably be mainly drawn 
from the upper ranks of the educated Indian 
population. "For the indigenous industries 
[therefore] it seems inevitable that we must 
tune recourse to industrial schools, but I 
would suggest that instruction in each in¬ 
dustry should be confined to the sons and 
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relatives of those actually engaged in the in¬ 
dustry at the present time: that is to say, we 
should carry on the industrial schools on a 
caste basis.The indigenous industries have 
suffered very severely from foreign competi¬ 
tion and it will not help the people still 
dependent on these industries for a liveli¬ 
hood to have added to their difficulties the 
competition of locally trained people 
belonging to the non-artisan castes.” 60 The 
Madras government had accepted the prin¬ 
ciple that industries had to exist for any 
useful results to accrue from provision for 
technical education m such industries. This 
meant that the pioneering of industries had 
to precede to technical education but the 
orders of the secretary of state precluded the 
government from taking up such work. 
Chatterton strongly urged the government 
to approach the secretary of state for a 
reconsideration of the latter’s orders pro¬ 
hibiting governments from carrying com¬ 
mercial work in pioneering new industries. 

While Chatterton was emphatic that the 
local government had to pioneer and 
demonstrate the commercial viability of in¬ 
dustries, eithet existing or new in order to 
make technical education really meaningful, 
his successor, TVessler, was more concerned 
in getting government to spell out its objec¬ 
tives clearly as far as industrial education 
was concerned. 61 According to Tressler the 
most characteristic feature of the educa¬ 
tional methods then followed in industrial 
schools was their absolute lack of common 
or definite objective Each school was a law 
unto itself, over an entirely arbitrary range 
of subjects each school imparted instruction 
in a different manner with a different ob¬ 
ject in view. Further, the system according 
to which the extent and nature of state aid 
to be given to industrial schools was deter¬ 
mined, was equally vague Apart from minor 
considerations the main condition for 
recognition was that the teaching staff had 
to possess certain prescribed qualifications. 
If this condition was fulfilled a school could 
receive financial assistance to the extent of 
half the net cost of maintenance The nature 
of teaching then provided in industrial 
schools however made it clear that the 
qualifications then called for, excellent 
though they were from an academic point 
of view, constituted no lest of a teacher's 
practical acquaintance with industrial re¬ 
quirements and was therefore in most cases 
valueless as a criterion of his ability to teach 
an industrial subject. 

What therefore the system represented was 
manual training, and hence Tressler felt that 
if the object was merely to multiply the 
number of workmen irrespective of quality, 
the then existing system was satisfactory 
enough though it had to be clearly recognis¬ 
ed that it did not represent industrial educa¬ 
tion. On the other hand, any objective of 
making education truly industrial had to be 
done only by workshop training conducted 
under conditions of efficient manufacture. 
“If we accept the first alternative then 
manufacture does not come within our 


sphere at all, and should be entirely ignored. 
Most of the industrial schools provide a very 
fair course of manual training which, 
however, they almost inevitably associate 
with manufacture of a more or less ineffi- - 
cient character!’ 62 

Given the politics of the time; the govern- <' 
merit was not interested in a consistent and 
co-ordinated programme of devdopment in¬ 
volving intense regulation of the economic ' 
life of the country, including the activities 
of the private sector. Being forced by dr- - 
cuinstances to act, their method of approach 
was to select piecemeal certain lines of 
development and to concentrate on them in¬ 
dividually without considering the economy 
as a whole. This attitude towards economic 
development and this method of approach 
failed to achieve any substantial improve¬ 
ment with large sections of the population 
not being touched at all. 

Prior to 1926, the policy of the local 
government in regard to industrial develop¬ 
ment included the starting of pioneer fac¬ 
tories with a view to ascertaining the com¬ 
mercial possibilities of manufacturing ar¬ 
ticles not produced in the presidency. In view 
of the so-called facilities afforded by the 
State Aid to Industries Act when it beoune 
law in 1923, the policy of government in 
regard to the pioneering of industries under¬ 
went some modification in 1926, and it was 
laid down that the experimental work of the 
department of industries should not or¬ 
dinarily proceed beyond the stage of 
laboratory tests and that pioneer manufac¬ 
ture on a commercial scale should be left 
mainly if not entirely to private enterprise; 

It was also considered advisable to concen¬ 
trate the attention of the department on the 
organisation and development of small in¬ 
dustries preferably on co-operative lines, 
particular stress being laid on the impor¬ 
tance of village or rural industries with 
special reference to their suitability as sub¬ 
sidiary occupations during the slack season 
for the agriculturists. The policy was follow¬ 
ed in subsequent years with little oi no 
change. 6 ’ 

Ill 

To a large extent the question of inade¬ 
quacy, inefficiency and vagueness that 
characterised the whole course of technical 
education in the province, and, the recurr¬ 
ing and inconclusive debates that went on 
from lime to time around the theme of how 
to make technical education ‘more practical’ 
and/or how much of ‘practical education’ 
was to be introduced into ‘technical’ instruc¬ 
tion, had to do at one level, with the larger 
and more fundamental question of how deep 
and how far the state was to involve itself 
in such questions. At another level the col¬ 
onial impact has been deep and structural, 
revealing itself in many ways: in the manner 
in which long years of foreign rule has 
shaken the confidence of the people in the 
viability of their own culture and institu¬ 
tions; in the continuing impact of coi- 
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wherein the essential structure of 
the educational system, inherited from col¬ 
onial days has been retained intact along 
with curricular orientation, the language of 
instruction and of intellectual discourse; and 
books and journals. 

The Indcrisivcness that marked the whole 
approach to the problem of technical educa¬ 
tion can be gathered from the periodic 
doubts that were raised as to what con¬ 
stituted technical education—an issue that 
sms never really satisfactorily dealt with at 
any level. 

The most scathing comments, attacking 
the lack of conceptual clarification on the 
subject of technical education, came from 
the editor of the Indian 1bail* Journal John 
Wallace; whose piece is worth quoting at 
some length: 64 

One of the rarest things in India is to hear 
a definition of technical work. It is generally 
. assumed to consist of a mixture in no fixed 
proportion of science and art; the science be¬ 
ing mathematical, mechanical and chemical, 
and the technique—the art of some kind of 
work in wood and metals... 

The confusion of the terms technical and 
scientific are exemplified in two institutions 
in the Bombay Presidency. In the College of 
Science, Poona, various physical sciences are 
taught, and illustrated by means of work in 
wood and metals for the training of engineers 
or roads, bridges and canals. In the Victoria 
Jubilee Technical Institute, Bombay, various 
physical sciences are taught, and illustrated 
by means of work in wood and metals for 
the training of students in mechanical or elec¬ 
trical engineering and textile work. It is not 
easy to guess on what basis (he titles of the 
two institutions were chosen, but they il¬ 
lustrate the popular acceptation of the terms 
science and technique. 

The cause of the present state of technical 
education in India is traceable to the con¬ 
stitution of the Educational Department 
which is controlled by University men, whose 
ideas of education are so built upon reading 
and writing as a foundation that they have 
overlooked the true relation of technique to 
science in a country whose industrial train¬ 
ing is still in a very backward condition. In 
every other country, which has reached any 
industrial eminence, the knowledge of handi¬ 
craft preceded by many generations, that of 
reading and writing. 

India has yet to recover from an educational 
impulse in the wrong direction. Reading and 
writing, which have been of incalculable 
value of certain classes, are not of use at all, 
and they become positively pernicious when 
they entice young men away from a sure liv¬ 
ing by handicraft to the overcrowded ranks 
of clerical labour. 

For a full assessment of the colonial 
legacy even at the provincial level, it would 
be essential among others, to examine 
critically and in depth the components that 
made up what passed for technical and in¬ 
dustrial education. 65 

The scope of our study has not been ex¬ 
panded to include an examination of this 
component. However, a paper tracing the 
development of the Engineering College at 
Madras has made some important observa- 
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tiotu, relevant to the argument of our 
paper. 66 It is pointed out that only in 1911 
the need for an institution capable of 
generating knowledge for local requirements 
was expressed and plans made to convert the 
Madras Engineering College “into a high 
class technological institute capable of deal¬ 
ing not only with the immediate but also the 
prospective needs of the Presidency!’ In 1922 
again came the recommendation that “the 
College of Engineering at Guindy should be 
expanded in due course and developed into 
a technological institute'* Despite all these 
exhortations, the paper points out, the col¬ 
lege failed to become an advanced centre of 
research until after India achieved its 
independence. 67 

Again, the comparison between the 
Madras Engineering College and the Engi¬ 
neering College established at Tbkyo, Japan 
is revealing. “The establishment of this col¬ 
lege [Ibkyo Engineering College] has been 
claimed as an important milestone in 
Japanese development because it was this 
college that acted as a catalytic agent for the 
emergence of Japanese technical eminence 
in the future. Within 30 years of the 
establishment of this College, nine other 
major technical institutions teaching civil 
engineering, shipbuilding, electrical 
engineering, mining and metallurgy, and 
with a total strength of 1,200 students, were 
brought into existence. By 1903—thirty years 
after its establishment—the Ibkyo Engineer¬ 
ing College had a staff strength of 24 pro¬ 
fessors, 24 assistant professors and 22 lec¬ 
turers. By contrast, in 1909—50 years after 
the Madras Engineering College was esta¬ 
blished—it had no more than four pro¬ 
fessors and 12 instructors.” 68 

While there never was any sustain- 
ed/singie-minded expansion of technical 
education in India, even the feeble efforts 
at spreading me same could not have had 
any positive effect in broadening the base 
of “steam intellect” 6 * given that official 
policy at the same time was overtly and 
covertly antagonistic to any large-scale in¬ 
dustrialisation taking place in India. When 
exceptional individuals like Chatterton tried 
to create a demand for technical education 
by involving the state in entrepreneurial ac¬ 
tivity, a lot of hairsplitting took place over 
whether that was the right method of in¬ 
struction and over where state promotion 
ended and commercial interest took over. 
Chattcrion's efforts were frowned upon by 
the higher authorities. J P Hcwett, secretary 
to the government of India made it clear in 
no uncertain terms that "the success achiev¬ 
ed by Mr Chatterton has been due to his 
peculiar qualifications for the work which 
he has undertaken. Such qualifications are 
not ordinarily to be expected or desired in 
an educational officer, and the government 
of India wish it to be distinctly understood 
that commercial enterprises, such as this 
must not be undertaken as a part of the 
scheme of technical education in india.’’ 7C 

A "carefully planned and meticulously ex¬ 
ecuted policy" of defrauding and exploiting 
India cannot be drawn from studies with 


limited scope such as ours. However, from 
a concatenation of events, from statements 
of officials who mattered and from an ex¬ 
amination of the legacy that has been left 
behind, it is possible to infer and establish 
with some amount of certainty the fact that 
in colonial education there occurred simul¬ 
taneously an obliteration of the roots of the 
colonised and the denial of the wherewithal 
to change except on limited terms. Further, 
the tension between the upward mobility 
promised by modern studies and the limited 
opportunities open to the coionised for 
advancement exposed the fundamental 
paradox of British imperialisp: economic 
exploitation required the sanction of higher 
motives, but once colonial intervention took 
on a moral justification 71 —that is, the im¬ 
provement of a backward people—the 
pressure to sustain expectations of the peo¬ 
ple and match the educational opportunities 
with job opportunities created new internal 
stresses. At the same time official statements 
like Wood’s despatch clearly articulated the 
material interests of a capitalist society while 
endorsing an educational system that 
reproduced division of labour directly and 
caste structure and social inequalities 
indirectly. 72 
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‘Crisis of Socialism’ 

Notes in Defence of a Commitment 

Randhir Singh 

It is necessary to make a point which is often obscured in the current despair or euphoria over the ‘crisis of 
socialism’ we are witnessing. Though diversely damaging in its consequences the crisis takes nothing away from 
the historic significance of the world’s first socialist revolution or from the achievements of ‘historical communism’ 
as it is being described in certain epitaph-like pronouncements these days. Without historical communism the 
world would have been a far more inhuman and hopeless place. 

Beyond its historically specific achievements is a somewhat intangible aspect of the social reality today, a general 
illumination that bathes all the failed or successful particularities of our age. The living presence of ‘historical 
communism' is manifest in the enhanced awareness of humankind concerning issues of human dignity, ofjustice 
and injustice, of equality, oppression and exploitation, in the voice and hope the poor and oppressed have come 
to acquire in our times, in the quality and spread of their struggles for a better life and in their confidence, despite 
all the retreats and reverses, that they can fight and win their emancipation. 


The theoretical conclusions of the com¬ 
munists are in no way based on the ideas and 
principles that have been invented or 
discovered by this or that would-be univer¬ 
sal reformer. 

They merely express, in general terms, actual 
relations springing from an existing class 
struggle, from a historical movement going 
on under our very eyes. 

Communist Manifesto 
Socialism is young.... 

The road is long and in part unknown... 
To build communism, a new man must be 
created 

simultaneously with the material base. 

Che Guevara 

It is only when people get to the point of 
seeing that the price of contradictions is yet 
more intolerable than the price of ending 
them that they acquire the nerve to go all the 
way through to a consistent socialit 
politics. . 

Once you have decided for revolutionary 
socialism, not because it is quicker or more 
exciting, but because no other way is possi¬ 
ble, then you can even experience defeat, 
temporary defeat, such as a socialist of my 
generation has known, without any loss of 
commitment. 

Raymond Williams 

THESE are tragic, indeed traumatic times 
for those who still take their socialism 
seriously... 

A long time ago, even as the modern 
socialist tradition, inspired above all by 
Marxism, had just established itself, 
someone as little suspect of sympathy for 
any sort of socialism as Ludwig von Mises 
described it as the ‘most powerful reform 
movement that history has ever known, the 
first ideological trend not limited to a section 
of mankind but supported by people of all 
races, nations, religions and civilisations’. 
More recently, even as The Times too noticed 
the truly global reach of the ideas of Karl 
Marx—there is no country in which at this 
moment someone is not discussing Marx’s 
ideas', etc—Paer Laslctt, very far from being 
a Marxist, pointed out that the teachings of 


Marx ‘have proved more successful than any 
other set of doctrines which the west has 
brought forth, swifter and more final in its 
conquest of the world than ever Christianity 
was'. In the meantime, even so hostile a critic 
as Leopold Schwarrschild seemed to sum it 
all up when he wrote: 'If a name had to be 
found for the age in which we live, we might 
safely call it the Marxism era’. And now!. . 

Many of us had known, even from afar 
and without visiting there, for nearly four 
decades if not mote, that it was bad, in fact 
pretty bad, in the countries of ‘the socialist 
world’ as it was called. We had come to 
recognise these regimes as, at best, aberrant 
or deformed versions of socialism as Karl 
Marx and the classical Marxist tradition had 
visualised it. Taking our distance, as disap¬ 
pointed but still friendly critics, always 
hopeful of a change for the better, we had 
learnt to speak of them, in Rudolf Bahro’s 
more truthful though somewhat ambiguous 
expression, as countries of ‘actually existing 
socialism'. Yes, it was pretty bad there, bui 
it is only fair to confess that even the most 
knowledgeable amongst us did not know it 
was that bad! For now even the ‘actually 
existing’ has ceased to exist in Soviet Union 
and eastern Europe and is in real crisis 
elsewhere. As we move into the last decade 
of the 20th century, the wreckage around us 
is already sufficiently comprehensive not 
only to eliminate the so-called ‘Marxist- 
Leninist’ model of socialism as an alternative 
to capitalism, it has compromised the very 
idea of socialism, in every one of its forms, 
Marxist or non-Marxist, be it Trotskyism or 
Maoism, or reform-communism, or social 
democracy, or even whatever anti¬ 
communist socialism is still around in India 
and elsewhere. The deluge of disenchant¬ 
ment has in fact put a question mark not 
only on the possibility of any escape from 
capitalism but on the validity of Marxism 
itself as the theory and practice of the strug 
gle for human emancipation in our times. 
As I look back upon my more than 50 years 


of hopeful involvement with the ‘idea of 
communism’ and as today the memory of 
the heroic struggles of generations of com¬ 
munists and common people for a cause 
recedes and the reality of broken illusions, 
wasted lives and bloody sacrifices behind a 
shattered political model grows on you, one 
begins to doubt, if only for a while, whether 
hope will ever again create ‘from its own 
wreck the thing it contemplates’! One almost 
instinctively turns, once again, to Goethe’s 
injunction so apt for our troublous times. 
‘One must from time to time repeat what 
one believes in, proclaim what one agrees 
with and what one condemns’. 

For me it all began in 1939.. . 

Global capitalism, as imperialism or its 
fascist variant, driven by the logic of its 
contradictions, was inexorably moving 
towards yet another world war, in the pro¬ 
cess seeking desperately to destroy, as it had 
sought ail along, the barely two-decades old 
Soviet Union, still struggling to survive and 
‘build socialism’, no matter how one 
qualified this pioneering effort, then or now. 
In India, the struggle for freedom was poised 
to enter its most critical phase and, despite 
a certain well-justified distrust of its leader¬ 
ship, there was a hopeful turbulence in the 
atmosphere around us. For me, personally, 
Bhagat Singh's had been a compelling 
presence since childhood, and now there was 
the immediate inspiration of the still-fresh 
saga of the struggle in Spain—the Inter¬ 
national Brigades, the finest of writers, poets 
and artists, across the continents, taking 
sides and committing themselves to political 
action against ‘war and fascism’, their 
manifestos speaking the language of 'the 
revolutionary cause 1 , 'proletarian revolution’ 
and ‘the destruction of capitalism’, 'the 
establishment cf a workers’ government’, 
and so on. And most important of all that 
fired our radical imagination in that age, 
that which held together and gave its essen¬ 
tial meaning to our idealism, was the conti¬ 
nuing reality of Lenin's revolution in 
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\ Russia—John Reed’s Tin Days that Shook 
■ the World—and its cause now embodied in 
the Soviet Union- yes, the fabled and for¬ 
bidden 'land of the Soviets', so distant and 
yet always so near, the centre of a world wide 
fraternity of revolutionaries and the bearer 
of the promise of other possibilities for the 
oppressed and exploited everywhere, indeed, 
at last, of a full and truly rich life for the 
entire humankind. One almost inevitably 
moved left, to revolutionary socialism which 
was then gathering unto itself, in Punjab and 
elsewhere in the country, virtually all the 
streams of modern India’s revolutionary 
tradition—the legendary survivors of Kartar 
Singh Sarabha's Ghadaritc uprising, old 
revolutionaries in exile or jails of India and 
Andamans, comrades of Bhagat Singh and 
the battle-scarred fighters from different 
Strands of ‘revolutionary terrorism', leaders 
and activists of the militant peasant and 
working class movements, left-wing socialists 
and congressmen, radical young students 
and intellectuals, and many more. This is 
how I recorded it in an autobiographical 
note some years ago: 

And in due course, on the eve of the se¬ 
cond world war, I again came to Lahore, this 
time for my studies at a college there. My 
father, a remarkable man in his own mixed 
sort of way—a brilliant physician and 
surgeon, profoundly religious and puri¬ 
tanical, with a rather deadly combination of 
Gandhi and Lenin in his head—sensing the 
turbulence inside me, his only son, had ad¬ 
vised: ‘Do anything out there, but don’t join 
some illegal organisation'. Predictably, this 
was the first thing I did on reaching Lahore. 
Even as I was searching for it, the Com¬ 
munist Party found me. When my father ad¬ 
monished me that I had shown scant regard 
for the family, I wrote back: ‘1 have found 
my real family’. The Communist Party meant 
this and very much more in those days, to 
so many of us at least. Besides, there was a 
certain pride in being a Communist. 1 still 
remember from those early years two lines 
from the poet C Day Lewis. A question and 
an answer, they went something like this. 
Why do we on seeing a Red feel small? 
for he is future walking to meet us. 

Fifty years later, badly buffeted, some of 
this pride yet remains. Incidentally, this is 
also how 1 came to Marxism—beginning 
with whatever Marxism was then available 
with the Comintern and permitted or possi¬ 
ble; under the British rule, in this country. 
In fact, we had very little of Marx and 
Engels, or for that matter Lenin, available 
to us in those days, and a government ban 
on libraries at Lahore in this regard took care 
of much of even this little ‘Party literature’ 
apart, Palme Dutt’s India Tbday and 
Stalinist ‘summing up’ of Leninism in 
History of the Communist Party of the 
Soviet Union (Bolshevik}—Short Course, in 
illegally printed or cyclostyled editions, were 
the staple of our education in Marxism. 
Sympathetic writing on Soviet Union was 
ijOt easy to reach either; though later, with 
Hitler’s invasion and the heroic Soviet 


resistance to fascism as the war progressed, 
a great deal more of the Soviet Union 
became available. There was the monumen¬ 
tal work of the Webbs, Soviet Communism.- 
A New Civilisation— In all social history, 
there has been no such a colossal and so 
exciting an experiment’, they had written. 
And we noticed that within two years they 
had withdrawn the interrogation mark they 
had put against the title in the first edition, 
published in 1935. The Fabian bias of the 
Webbs notwithstanding—a certain iden¬ 
tification of socialism with statification — 
their exceptionally well argued and docu¬ 
mented writing was at once a recognition of 
and a tribute to the truly astonishing 
achievement of the Soviet people and com¬ 
munists in budding what they had built— 
built, 1 may add, with Stalin and despite 
Stalin. This achievement retains its rich 
significance for all socialist experiments of 
the future Webbs apart, there was Dean of 
Canterbury's The Socialist Sixth of the 
World, Joshua KuniU’s Dawn over 
Samarkand, reports by Nehru and Thgorc, 
and so much else on the Soviet Union that 
we most avidly imbibed. So many with im¬ 
peccable credentials had visited there and 
assured us with Lincoln Steffens: 'I have seen 
the future, and it works’. And I can still recall 
the argument which Eugene Vargas’ 7Wo 
Systems had, in its own way, endorsed; 
namely, that given the massive release of 
people’s creativity which socialism ensures 
as against its pitiful expression under 
capitalism (or for that matter under ail class- 
divided societies of the past), it is only a 
question of time before socialism established 
its superiority and ultimately triumphed over 
capitalism. A little later we had that ‘strange 
and frightening story’ as Newsweek called 
it, The Great Conspiracy against Russia by 
Sayers and Kahn—a book which should be 
compulsory reading for every socialist even 
today. We learnt, yet again, how bourgeoisie 
conspired and how it lied when it came to 
the Soviet Union and socialism! Voracious 
readers, we devoured all this and despite all 
the odds, the illegal, or semi-legal conditions 
of life and work, grew ever more firm in our 
solidarity with the Soviet Union as the first 
effective breach in the global capitalist 
system and in our revolutionary commit¬ 
ment to the cause of freedom and socialism 
in India. At the time, nothing, literally 
nothing appeared impossible to us. As the 
distinguished historian, V G Kiernan, my 
teacher and comrade of those years recently 
wrote to me: ‘yes, those were exciting days 
we lived through when the dear old ftuty 
seemed to be soaring toward heaven'. We 
indeed lived and functioned in the actuality 
of revolution' as Lukacs once phrased it. 

Tbday it all seems to be so very long ago. 
Not that the ideal has not held—the ideal 
of socialism as the historically necessary 
negation of capitalism, a free, co-operative 
and democratic society based on a social, 
that is genuinely social, ownership of the 


means of production. It has. Through more 
than five decades, at Lahore or in Delhi, 
inside the party or outside, in one form or 
another, a certain involvement with the 
socialist cause has always been there: the 
early activity in the students’ movement, 
years of full-time revolutionary work with 
a stint in jail; writing, editing and translating 
for the party (which, incidentally, included 
the Punjabi translation of Communist 
Manifesto ); or later, after the partition, as 
a teacher, occasionally as a party member 
but always as an ordinary activist, often with 
an understandable love-hate relationship 
with the diverse currents or formations of 
the communist left, and so on. Through it 
all 1 have held on to the ideal of socialism 
and to whatever little Marxism I came to ac¬ 
quire, finding it useful, beyond politics, not 
only in my work as a teacher but in living 
iny life as well.* 

But if the ideal has held, it is also true that 
today the vision is somewhat blurred, due 
not so much to the passage of time as to the 
developments of these past few years which 
in their totality indeed constitute an un¬ 
precedented ’crisis of socialism’ that 
demands an explanation, an honest coming 
to terms with it. 

Before l attempt such an exercise, it is 
necessary to make a point which is* often 
obscured in the current despair or euphoria 
over what has happened. I would like to af¬ 
firm that the ‘crisis of socialism’ we are 
witnessing, though diversely damaging in its 
consequences, takes nothing away from the 
historic significance of the world’s first 
socialist revolution or from the achievements 
of either the pioneering experiment in the 
erstwhile Soviet Union or the world com¬ 
munist movement—the achievements of 
’historical communism’ as it is being describ¬ 
ed in certain epitaph-like pronouncements 
these days. 

The October Revolution, by its revolu¬ 
tionary breaching of the world imperialist 
system, not only heralded the necessary 
beginning of the new epoch of transition 
from capitalism to communism—a fact fully 
vindicated by the historical experience since 
then—it also achieved the immediate 
demolition of ‘the prison house* that was 
Czarist Russia, ending age-old oppressions 
and freeing vast masses of human beings, 
peoples-and nationalities, within its exten¬ 
sive frontiers. Local variations apart, even 
when led or supported by the Red Army, the 
changes in eastern Europe at the end of the 
second world war had similar liberating con¬ 
sequences for the common people in these 
countries. 

This historical truth should not be too dif¬ 
ficult to recognise or accept. But the per- 

• Cf In Lieu of a Bio-data’ in Of Marxism 

and Indian Politics and Preface to 

Reason, Revolution and Political Theory 

(third enlarged edition) both published by 

Ajanta Publishers. Delhi. 
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vasiveness Of the crisis, the disillusionment 
and despair accompanying the collapse of 
the communist regimes in Soviet Union and 
eastern Europe; makes it equally necessary 
to point out that these first revolutionary 
societies have had real achievements to their 
credit in the period following the initial 
revolutionary transformations, particularly 
noteworthy if account is taken of the con¬ 
ditions they had to a greater or lesser degree 
inherited and the circumstances in which 
they survived and achieved—economic, 
social, cultural and political backwardness, 
massive illiteracy, war, civil war and counter¬ 
revolution, continuous imperialist interven¬ 
tion in one form or another and, in most 
cases, a long tradition of centralised 
authoritarian rule often imposed from out¬ 
side, etc, etc. The record is far, very far, from 
being only negative as the hostile critics are 
busy making out today. In the Soviet Union, 
for example, it is not merely that its prodigies 
of industrialisation in the 30s constitute an 
incontrovertible argument for the capacity 
of a planned economy to achieve growth —in 
a single decade it turned the country inio the 
world’s second industrial power and created 
the powerful Soviet state that survived yea is 
of capitalist hostility and encirclement and 
could take on the full might of world fascism 
and defeat it; an argument well confirmed 
by the spectacular performance of the 
Soviets during the years of rcconst action 
immediately following the second world war 
when with its lands ravaged and the entire 
economy wrecked, and more than 20 million 
dead, the country was rebuilt into the world’s 
other superpower. Still more significant have 
been the other successes of thi* first experi¬ 
ment in building socialism: the establish¬ 
ment of the right to work and social security 
for the working people; the equitable 
distribution of scarcity and the reallocation 
of resources so as to reduce the economic 
disparities among different, unevenly 
developed regions; the rapid elimination of 
the conditions of extreme poverty and the 
development of social consumption in 
health, education and cultural life; the 
breaching of some at least of the traditional 
forms of sexism and securing unprecedented 
participation of women in social occupa¬ 
tions and political life; the remarkable in¬ 
itial responses to such difficult and complex 
issues as national oppression or the protec¬ 
tion of nature; and, especially in the early 
yean, the extraordinary flowering of human 
creativity in every sphere and mass participa¬ 
tion of workers and peasants in public life; 
etc, etc Even though there were retreats later 
on, tragic distortions and reversals in many 
areas, including the catastrophically rapid 
decay of Soviet democracy, the Soviet Union 
assured for vast masses of its ordinary 
citizens a life of material security and moral 
and/acsthetic culture far superior to what 
even the countries of advanced capitalism 
have to offer to their common people. In 
eastern Europe too, under the communist 


regimes, there were parallel achievements in 
economic, social and cultural spheres. These 
achievements even today have a great deal 
of explosive potential for the revolutionary 
processes of the future in these countries. 

The impact of Soviet Union and the 
movements associated with or inspired by 
it has been no less powerful and profound 
outside of its borders. And this docs not 
refer only to their decisive contribution to 
the defeat of fascism, it is no doubt true that 
while the communist movement attracted to 
itself some of the finest minds in the first 
world—writers, poets, artists, scientists and 
others—it was generally less influential than 
‘social democracy’ as the latter had come to 
be. Despite its powerful presence in Italy and 
France communism could not shift politics 
effectively in a socialist direction anywhere 
in western Europe though its heroic role in 
the resistance movements of occupied 
Europe gained for it extraordinary prestige 
and popularity which was eventually frit¬ 
tered away, partly because of the Soviet con 
neclion. But there is no denying world com¬ 
munism’s immense civilising influence on 
capitalism in the first world, in curbing its 
structurally inherent predatory logic at home 
and abroad. The very existence and survival 
of Soviet Union over these years, together 
with the communist, socialist or labour 
movements n inspired or supported, was a 
most important factor, of course, among 
many others, in persuading the ruling classes 
in the west not only to cede ground to anti¬ 
colonial liberation movements, especially 
after the second world war, but also to make 
concessions to their own people, to establish 
and enlarge the elementary democratic rights 
in capitalist societies. It has been pointed out 
that social welfare provisions were often at 
their most generous in the west European 
states bordering the former Soviet bloc; 
those instituted at a time when the prestige 
of the Soviet Union was at its highest in the 
early post-war period, are even spoken of as 
‘the fruits of 1945’. 

Far more significant in the short as well 
as the long run, perhaps, is the continuing 
impact of the October Revolution on a world 
scale, which the erstwhile Soviet Union, in 
its own much distorted manner, reinforced. 
Though the immediately following Euro¬ 
pean revolution was betrayed, suppressed or 
aborted in different countries, the Russian 
revolution survived to be a source of cons¬ 
tant inspiration for the anti-capitalist revolu¬ 
tionary movements everywhere. What is 
more, it ignited the world-wide anti-colonial 
liberation struggles in the periphery and 
semi-periphery of the global capitalist 
system. This may well turn out to be its 
crowning achievement in history. The salvos 
from the battleship Aurora, heralding a 
’Workers’ and Peasants’ Government’ in 
Russia, sent out the message of Marxism to 
the oppressed and exploited in the remotest 
corners of the earth, and with it came the 
Leninist summons to militant revolutionary 


politics, which have since moved vast masses 
of people to become effective actors in 
political life, to make their own more or lest 
successful revolutions in China, Cuba, 
Vietnam and elsewhere The Soviet Union, 
just as it aided the radical causes and the 
communist movements abroad also provided 
help to these liberation struggles and a cer¬ 
tain support and protection when they 
emerged as revolutionary regimes. That, 
increasingly, this aid or help, support and 
protection, was born not of any considera¬ 
tion for world revolutionary process but of 
mixed compulsions of own history, and 
ideological legitimacy, ‘national interest’ and 
even realpolilik, or plain superpower politics, 
should not be allowed to obscure the signal 
Soviet contribution to the anti-colonial 
liberation in the third world. Certainly, the 
sweep of post-war decolonisation owed 
much to the challenge and competition 
resulting from the need for the western col¬ 
onial powers to contend with a powerful and 
prestigious global rival. 

Indeed, without ‘historical communism’ 
as it has been called, this world of ours 
would have been a far more inhuman and 
hopeless place. Beyond its historically 
specific achievements mentioned above, to 
which could be added many more, is a 
somewhat intangible aspect of the social 
reality around us today, a general illumina¬ 
tion, as it were, that bathes all the failed or 
successful particularities of our age. Ytou 
have to lake only one quick look around to 
recognise the living presence of ‘historical 
communism’ in the enhanced awareness of 
humankind the world over concerning issues 
of human dignity, of justice and injustice; 
of equality, oppression and exploitation, in 
the voice and hope the poor and oppressed 
have come to acquire in our times, in the 
quality and spread, of their struggles for a 
better life and, above aH, in their confidence, 
despite all the retreats and reverses, that they 
can fight and win then emancipation... 

I ain aware cf the complexities of the 
historical processes subsumed in the sketchy 
account above, aware of the need to make 
qualifications as also to take notice of the 
terrible, often needless, price paid for some 
of the achievements. But the point 1 am im¬ 
mediately wanting to make is the simple one; 
there is a great deal to be said, even today, 
even in. this hour of ‘defeat’, for Lenin's 
Revolution, for the Soviet Union that was, 
and for the world communist movement— 
they have another record which holds pro¬ 
mise of other possibilities that may yet be. 

Bui the point made, the fact of ‘defeat’ 
retains its overwhelming reality. It may be 
too early or rash to speak of the termina¬ 
tion of the historical process that began in 
1917, but the issue today is the ‘crisis of 
socialism', dramatically highlighted by the 
collapse m Soviet Union and eastern Europe 
and the stampede backward into the world 
capitalist system. And this evokes memories 
of another kind, they come rushing in a 


Economic and Political Weekly July 25, 1992 


1625 



welter, filtered through time. 

Even as I left home and took the road to 
life and politics with Marxism, among the 
very first books 1 read was one recently 
published by a piofessor of economics at 
Lahore; Brij Narain, titled Marxism Is Dead. 
Later 1 was to learn that periodic pro¬ 
nouncements of this sort are the historic- 
destiny of the doctrine of Karl Marx. One 
that claimed more than the usual attention 
and was constantly thrown at us was that 
symposium by six penitents with communist 
pasts. The God that Failed, as if god, any 
god, ever does anything else but fail, at least 
most of the time. However, I must confess 
that never before did such a pronouncement 
sound so convincing as it does today. And 
the memories, in their rush, travel over (hat 
other territory—the territory of doubt and 
disillusionment over these 50 long years: the 
dubious aspects of Stalin's pact with Hitler, 
the sudden switch to ‘Peoples War—who 
bves if Russia dies'- whose ambiguities over 
night reduced us from heroes in the freedom 
Struggle to its ‘traitors’; the dissolution of 
the Communist International and the post¬ 
war surrender of revolution in Greer e arirl 
the revolutionary possibilities in Italy and 
France; the breaking away n f Tito's 
Yugoslavia; the trials, purges and executions 
in eastern Europe, reminiscent of the 
Moscow trials, the purges and executions of 
the 30s, in which perished, as we now fully 
know, more than a million communists, 
including almost the entire leadership of the 
Red Army and 1108 of the 1966 delegates 
present, together with 98 of 139 C'cniral 
Committee members elected, at the 17th 
Congress of CPSU(B)—'ihe enure flower of 
the revolution had been butchered’, as 
E P Thompson put it later, decimating 
whatever was left of the 'Party of Unin’. 
Incidentally, this Congress held in 1934 and 
known as the ‘Congress of Victors’ was 
hailed by Stalin himself for its ’colossal 
achievements’, for ‘the decisive results 
achieved by socialism in all branches of 
economic and cultural life’, for laying ‘an un¬ 
shakable foundation of a socialist economic 
system in our country’, etc, etc We believed 
Stalin entirely but we were also learning, 
without entirely believing though, something 
of the ruthlessness and terror behind some 
of these achievements; if ideals had indeed 
moved millions of Russian people and com¬ 
munists to heroic endeavour, their actual 
practice had also caused these people and 
communists untold pain and suffering. 
Socialism was acquiring, above all in its lack 
of democratic freedoms, its arbitrary and 
cruel exercise of political power, an ugly and 
inhuman face. This was certainly a con¬ 
tributory factor in the working people 
turning away from this socialism in the 
countries of advanced capitalism, though it 
retained its attraction for the backward, 
poverty-stricken countries of the third world 
where an increasing number of people saw 
in it the promise of rapid economic develop¬ 


ment and a better life. For us, however, it was 
socialism as we believed it to be, and 
socialism by definition has a human face. 
Its ugliness in Soviet Russia, whatever part 
of it we were then willing to see, was credibly 
attributed to its historical origins—had not 
Marx argued against utopianism and writ¬ 
ten of Ihe ‘inevitable defects' in the new 
society as it emerged from the old capitalist 
one? In any case our official Marxism was 
content to explain it all. really explain it away 
most of the time, as so may ’mistakes’ or 
‘distortions’, as unfortunate ‘deviations’ 
from 'socialist norms’... Such ‘explanation’ 
was not difficult to accept because we knew, 
and we were daily reminded of it by ir¬ 
refutable, ever-accumulating, new evidence, 
how the bourgeoisie lied and conspired 
against the Soviet Union. The lies and con¬ 
spiracies of the bourgeoisie indeed stood bet¬ 
ween us and ihe truth. For the rest, our 
idealism, our faith and commitment, made 
up for oui ignorance, our lack of informa¬ 
tion and understanding. Then, confirming 
our worst fears, came Khrushchev’s report 
at the 20th Party Congress, to be followed 
in regular succession, after the early rumbl¬ 
ings in east Germany, by Hungary (1956), 
Czechoslovakia (1968) and Poland (1980), 
interspersed with the American-backed 
biutal massacre of over one million men, 
women and children in Indonesia, liqui- 
daung the largest communist party in the 
non-socialist world and the near total silence 
of the entire communist world over it, the 
violent breach between Soviet Union and 
China and further splits within ‘the socialist 
world’ and the communist movement, the 
armed conflicts between countries professing 
socialism amidst widespread charges that 
they were taking 'the capitalist road’ and so 
on, accompanied all the while by authentic 
news about the stagnation of Soviet 
economy and society and the continuing 
degeneration of the communist party and 
its leadership, the rulers of Soviet Union— 
the public bestowal of Soviet honours on 
Suharto, the butehet of Indonesia, being as 
good a symbol as any of this degenera 
non Such are the memories of doubt and 
disillusionment over the years. And now, 
finally, no longer (he memories but the harsh 
contemporaiy reality, the earthquake of 
1989-90 and its tremors at Tiananmen 
Square, the ignominious collapse in eastern 
Europe and Soviet Union! ‘Defeat of 
socialism’, ’triumph of capitalism’, the 
enemies exult and proclaim. And, once 
again, ‘Marxism is dead'. 

‘Upturned Utopia’ is how Norberto 
Bobbio has described the recent develop¬ 
ments in the Soviet Union and eastern 
Europe; and to convey the full tragic mean¬ 
ing of the metaphor, he points out that it 
was ‘the first utopia that tried to enter into 
history’, for it was sought to be raised on a 
real, material basis. Utopias have been with 
us for a very long time. Religion, for exam¬ 
ple, has invariably promised a heaven, up 


there, to its votaries, especially those who 
have little or nothing down below on this 
earth—only its details have varied with the 
varying historical or even geographical con¬ 
texts of different religions. And there have 
been the secular versions too, like Island of 
the Sun in antiquity, or Thomas More’s and 
Utopian Socialists’ in more modern times. 
But all such utopias, religious or secular, 
were imaginary, like Plato’s in Republic 
which was, as Glaucon put it to Socrates, 
true only ‘in our words’. These utopias in¬ 
deed played a socially important ideological 
role in human affairs, but they did so 
primarily by virtue of their real significance 
which lay not so much in the imagined ideal 
they projected as in the implicit critique they 
carried of the inadequacies of contemporary 
society. But the utopia now ‘upturned’ was 
different—it had dared to move from the 
realm of ’words’ to that of ‘things’, and 
seemed to have succeeded, almost, in giving 
a real expression to the ideal. And even if, 
for the moment, we must speak in the past 
tense, it is well to remember what an ideal 
it was! Even as it claimed the allegiance of 
any number of master spirits of our time—a 
Neruda or Picasso, Joliot-Curie or Einstein, 
Aragon or Hikmet, Brecht or Fai/, to men¬ 
tion only a few from more recent years—it 
had also the power to move, more than any 
other ideal in history, millions 'below, 
Fanon’s ‘wretched of the earth’, to heroic 
action on behalf of freedom and dignity of 
woman and man. It had behind it, as 
Gandhiji once said, ‘Ihe purest sacrifice of 
countless men and women—they had risked 
(heir all for its sake, accepting all the hazards 
of lifelong revolutionary struggles, cheerfully 
facing prison and exile, torture and death in 
the extermination camps. It was the inspira¬ 
tion of Bhagat Singh when he chose to 
‘mount the gallows boldly and with a smile”, 
and of Che Guevara when death surprised 
him in the jungles of Bolivia. Gabriel Peri, 
on the eve of his execution by the fascists 
had spoken of it as 'singing tomorrows’ of 
mankind. 

‘Upturned Utopia’ is an understandable 
description of what has happened, but as a 
metaphor it has its limitations too. Ik ken 
literally, it can be quite misleading. Not only 
because it is certainly too early to speak of 
these matters in the past tense, but far more 
because it simply was no utopia. As ‘actually 
existing socialism’, its problems, contradic¬ 
tions and dilemmas, its very nature; were for 
long a subject of angry or anxious, friendly 
or hostile discussion among socialists and 
Marxists of the world. Ibotsky onward, 
and including Mao Zedong’s critique and 
Betteiheim's classic Class Struggles in Ihe 
USSR, there is a whole corpus of authentic 
socialist criticism of what was being built 
in these post-revolutionary societies. While 
most hoped, rather wishfully it is obvious 
now, for a turn from ‘actual’ to ‘real’ 
socialism, and none even remotely an¬ 
ticipated the present ignoble denouement. 
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(heMafyticftl comment »u uncomproralt- 
ingly sharp and the forebodings clearly 
expressed. Only a decade back, for example; 
Paul Sweezy wrote of the very real possibility 
that the Soviet society may have reached ‘a 
dead end... with no visible signs of a way 
out’. And as long ago as 1949, in an explicit 
statement of his commitment to socialism— 
‘Why Socialism?'—Einstein had. in his own 
straightforward manner, thus focused on one 
of the most crucial issues: ‘Nonetheless, it 
is necessary to remember that a planned 
economy is not yet socialism. A planned 
economy as such may be accompanied by 
the complete enslavement of the individual. 
The achievement of socialism requires the 
solution of some extremely difficult socio¬ 
political problems: how is it possible, in view 
of the far-reaching centralisation of political 
and economic power, to prevent bureaucracy 
from becoming all powerful and overwean¬ 
ing? How can the rights of the individual 
be protected and therewith a democratic 
counterweight to the power of bureaucracy 
be assured? Later, equally specifically, as an 
economist Lange wrote, in italics: 'The real 
danger of socialism is that of a bureau 
cratisation qf economic life’. And wc had the 
characteristically pungent and perceptive 
observation of Kalecki: ‘Here in Poland we 
have successfully abolished capitalism; all we 
have to do now is to abolish feudalism—he 
had thus drawn our attention to the forma¬ 
tion of neo-feudal structures of power in 
these post-revolutionary societies, which 
involved not only the denial of political 
equality, the socialist sharing of power and 
freedoms, but also a politically coercive ap¬ 
propriation of surplus from the direct pro¬ 
ducers, very much akin to the feudal mode 
of production. 

There was plenty of such criticism, and 
obviously, for these socialist critics there was 
no utopia in the Soviet Union or elsewhere. 

It is true, however, that these critics, though 
socialists or Marxists, were strictly speak¬ 
ing ‘outsiders’ for official Marxism and the 
mainstream communist parties, and they 
were treated as such. It is the ‘insiders’, those 
who belonged, who really mattered, and for 
them it was indeed an utopia realised—they 
saw or heard or spoke no evil! 

But now it has become impossible not to 
sec or hear or speak. And much as 1 would 
have liked to avoid it, a nagging question 
persists, especially for the period after 
the Khrushchev Report of 1956. What of 
the hordes of these ‘insiders’, scholars, 
academics and writers of all sorts, members 
of friendship societies or peace, solidarity 
and sundry other international organisa¬ 
tions, leaden and functionaries of the com¬ 
munist parties, and so many others, who 
visited there year after year, often several 
times in a year, and yet saw and heard 
nothing—nothing not merely of the terrible 
costs of forced collectivisation, the deaths 
of millions of ordinary Soviet citizens and 
communists as “internal enemies’, the purges. 


executions and gulags of the past or of the 
growing chauvinism, national and ethnic an¬ 
tagonisms, gender or minority oppression, 
drunkenness and religiosity, even racism and 
anti-semitism, but more specifically and to 
the point, nothing of the almost mafia-like 
degeneration of the communist party and 
its leadership and the self-serving abuse of 
monopoly of power by the new rulers to 
secure a most corrupt and vulgarly luxurious 
living for themselves—no different from and 
in many ways worse and more obscene than 
what Engels spoke of as ‘the senseless lux¬ 
ury and extravagance of the present ruling 
class and its political representatives' in 
capitalist society They saw and heard 
nothing of the yawning chasm that had 
come to exist between the rulers and the 
ruled, the near-total alienation of the peo¬ 
ple from the powers-thatbe, or their indif¬ 
ference, hostility or contempt for the new 
rulers, the communist leadership, which, 
denied other avenues, found an eloquent 
expression in the politically explosive 
humour of popular (okes. Remember the 
one about Khrushchev’s vulgar Haunting of 
his material acquisitions before his old 
mother who, impressed, yet has other 
memories, remains worried, and fearfully 
asks: ‘but son, what if the Bolsheviks come 
back?’ Or the one where a tired and 
disgusted citizen leaves his never-ending 
queue in anger to go and kill Brezhnev, only 
to return, soon, disappointed, for ‘the queue 
there is much longer', etc, etc. 

Scholars, perhaps, one can understand— 
and I am not here speaking of the far too 
many hangers-on or racketeers in the 
academic business and the business of left 
politics as well. Compulsions of official 
Marxism or ‘parly loyalty’, together with 
their mundane interests apart, the dominant 
methodological orientations and the ‘func 
tional rationality’ that has come to govern 
the organised academic disciplines and 
research, may well have prevented these 


scholars from seeing the reality behind the 
appearances; they simply chose to be 
'scholars’ first and communists or Marxists 
only a long time afterwards. But what about 
others, above all the leaders and func* 
tionaries of the fraternal communist parties 
and allied organisations, whom Lenin once 
likened to inspectors visiting Soviet Union 
for a check-up on what was being done? 
How come they failed to see what a poet, 
who was a communist too, saw so early and 
so clearly, namely, the awesome alienation 
of the people from iheir rulers. This is what 
Bertolt Brecht wrote, way back in 1953, when 
the first rumblings of the coining earthquake 
were heard and a workers’ uprising was sup¬ 
pressed in Berlin: 

After the uprising of the 17th June 

The Secretary of the Writers’ Union 

Had leaflets distributed in the Stalinallce 

Stating that the people 

Had forfeited the confidence of the 

government 

And could win ii back only 
By redoubled efforts. Would it not be easier 
In that case for the government 
To dissolve (he people 
And elect another? 

The communist rulers in Berlin, however 
did the next best thing—they went on to 
build the wall' 

Whatever the motivations or the ex¬ 
tenuating circumstances, this stubborn 
refusal to see or hear or speak, when it was 
their revolutionary duty to see, to hear, to 
speak, constitutes an act of historic com¬ 
plicity on the part of these leaders and func¬ 
tionaries that is crying out for atonement, 
which must visibly express itself, above all, 
in a return to communist norms of personal 
conduct and a better, revolutionary practice 
of Marxism. One can only hope that they 
have the necessary honesty and courage, for 
the sake of their comrades fn the ranks and 
the cause they hold dear. One does not have 
to be a repentant communist to thus come 
to teims with our past. 
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DISCUSSION 


Privatisation and Deregulation 

Anhok Rudra 


T N SRINIVASAN is surprised that I should 
dispute that "economic analysis has much to 
say on what activities should be in the public 
sector” and then he goes on to give a long 
discourse on how neo-classical welfare econo¬ 
mics "makes a case for public intervention” 
under certain situations. All through his am 
dc he talks about public intervention: nowhere 
a word about public ownership of lh*- means 
of production So. it is my turn lo be vupm 
ed. Surely, the twu arc not ihe « line It one 
tread the two as if they are the same on.* is 
making an assumption that public inters union 
can make private enterprises behave as if ihey 
were publicly owned. 1 his assumption is explicit 
in the following proposition of Srinivasan; "the 
State has the option of taxing the proltts of a 
private sector enterprise and investing the 
revenues if it svas the case that Mich profits, if 
left untaxed, would not be used foi socially 
desirable purposes" Srimvasan can write this 
as he works in a ness classical framework which 
contains no theory of t he stale. Neo-classical 
theorisation about public intervention is bas¬ 
ed on Ihe assumption thal the stale is exogenous 
to the economic system That assumption goes 
against all lessons of history of any country in 
any period. By conirast. Marxian political 
economy gives due importance to the pro¬ 
blematic of the way the state functions in any 
given society 1 do not, however, expect 
Srintvasan to communicate with me on the 
plane of Marxian political economy, just as 
Srinivasan, 1 am sure, would not expect me to 
communicate with him on the plane of neo¬ 
classical welfare economics Despite this dif 
Terence in our paradigms, we should be able to 
agree on historical evidence. <. an Sntuvasan cite 
any instance of any state acting contrary to the 
long-term, objective interests of the principal 
property-owning classes of a society, whether 
landlords or capitalists? It is of course a gross 
simplification to suggest that in a class-divided 
society the state acts as representative of the 
principal property-owning class or classes: the 
relation between the state and the different 
classes is highly complex. We need not go into 
those complexities now. We would only em¬ 
phasise that the nature of public intervention 
cannot be independent of the nature of owner¬ 
ship of the means of production. The Marxian 
Theory of the state is as important for the social 
sciences as the Heisenberg Principle is for 
modem physics, inasmuch as they bear upon 
the mutual dependence of the experimenter and 
the experiment, the intervening agency and the 
intervention. 


lead to certain desirable results, a public enter¬ 
prise can be made lo follow certain rules of 
competition and profit maximisation much 
more consistently and perfectly than private 
enterprises have ever practised them in history. 
Bui even after following rules of profit maxi¬ 
misation and competition a publicly owned 
enterprise can be made to enshrine values 
supc'ioi lo the barbarous values that are natural 
to private capitalism. In the latter case profit 
maximisation is a matter of greed and competi¬ 
tion a matter of self-seeking. In the case of a 
publicly owned enterprise they are rules to be 
followed for social welfare maximisation. The 
spirit behind the two being very different, the 
human atmosphere and values associated with 
them may also be very different. 

Hcte I must take the caution of underlying 
that when I talk of‘public' ownership 1 do not 
mean ownership by the government and mana¬ 
gement by civil servants, either of the Indian 
model or of the Soviet model. By ‘public’ 1 only 
mean a negation of ‘private 1 . The ali-too ob¬ 
vious vices of government ownership and civil 
servant management do not by any means lend 
any virtue to private ownership and private 
management. I do not in the least defend the 
way the public sector has functioned in India; 
but 1 am surprised that Srinivasan, Manmohan 
Singh and their friends should find any virtue 
in the way Indian private sector functions. In 
this connection I anticipate a question and reply 
to it: "So what kind of organisation of manage¬ 
ment do you want?” My answer is: that is a 
matter of innovative experiments and explora¬ 
tions. Progress in history is not achieved by 
selecting organisational forms from only two 
well defined alternatives. 

Before taking leave of the topic of efficiency, 
let me express my surprise that Srinivasan 
should refer me to Amartya Sen for correcting 
my ‘derisive’ attitude towards Pareto Optimality. 
"The mere attainment of Pareto Optimality can 
be a far from thrilling achievement since Pareto 
Optimality is consistent with the most intole¬ 
rable inequities of the distribution of income.” 
These are Sen's words and he has repeated more 
or less the same thing in at least fifty articles. 

I am surprised that Srinivasan's knowledge 
of history should be so partial that he can write, 
“Besides high tariffs, India has imposed quan¬ 
titative restrictions on imports, a policy that has 
few parallels in the economic history of those 
countries" How can anybody possibly ignore 
the all too well known facts that Lancashire and 


That “a public sector enterprise that is in¬ 
distinguishable from a textbook private sector 
enterprise in its functioning is neither socially 
worthwhile nor socially harmful” is of course 
• truism, but whoever wants to replace a private 
enterprise by a public one indistinguishable 
from ill The Lange-I_erner argument is that if 


Manchester nourished at a time when brutal 
quantitative-yes, quantitative—restrictions 
were imposed on the Indian textile industry and 
that they took lull advantage of the cheap cot¬ 
ton supplied by the slave-labour-run plantations 
of America and thus benefited from the slave 
trade? How does one characterise that pai ti- 


competition and profit, m 4 x 1311 wuifln iridebd ,, ** f wlar trade from the angle of freeness of trade? 

u 7* - ■’ ’**■» 


1628 



aS 


Srinivasan dismisses my stand against 
‘growth alone’ by the casual remark—“as if any 
one would or did subscribe to such a simplistic 
notion”. Surely, plenty would and did precise¬ 
ly that. Most of the supporters of the present 
policy line in India have not a woed to say about 
distribution. Manmohan Singh's budget speech 
has not a word on social security. I had occa¬ 
sion to quote and criticise Suresh Tendulkar 
writing, “A higher growth rate of GDP in 
general and that of agriculture in particular that 
would result from better resource use and 
higher level of participation in international 
trade will be the best anti-poverty strategy? And 
I cited >r> my favour 1 G Patel, neither a leftist 
nor simple-minded, who wrote, “A society as 
divided and unequal as ours simply cannot af¬ 
ford to regard distribution merely as an off¬ 
shoot of development!' Surely, there must be 
plenty of people holding views like that of 
Tbndulkar against which Patel felt compelled 
to make the above cautionary statement? 

On the question J the developed countries 
following protectionist policies Srinivasan 
writes. “I fail to sec the relevance of this in 
determining what should be the appropriate 
trade policy for India” Now it is Srinivasan who 
is being simple-minded. Of course; it is ekmen- 
tary logic that a wrong policy is a wrong policy 
irrespective of what countries follow it. The 
point is not that at all. If developed countries 
like France, Germany, UK, USA and Japan 
follow protectionist policies and yet enjoy high 
levels of prosperity, there is reason to ask the 
question if there is not some correlation bet¬ 
ween selective protectionism and economic pro¬ 
sperity. One • mid suspect not only a doctor's 
credentials if he were to recommend treatment 
for his patients which he would never apply to 
himself One would also suspect (he correct¬ 
ness of his prescription. Srinivasan himself 
might have criticised developed countries for 
their wrong trade policies, but surely the G-7 
countries, when they exert collective, collusive 
pressure on developing countries for adopting 
liberal policies, keep silent on their own 
practices- The matter may not be without 
significance. 

The section in wliich I condemn ideologically 
the values of capitalism is indeed meant to be 
a "mixture of individual values, beliefs, doc¬ 
trines, social norms”, etc, but it is not by any 
means a “confused mixture", it was not meant 
to give an ohaustivc list of my social values 
and, therefore, not only “liberty and freedom 
from coercion" but also many other things are 
absent in that list. 1 am much amused that 
Srinivasan should refer me to Amartya Sen and 
Isiah Berlin to learn about freedom. 1 can 
assure him that I am not only familiar with 
their well known writings but also with the 
much vaster literature about the subject of 
human freedom, the central concern of Marxian 
political economy. It is my serious pursuit of 
thal literature that has prevented me from 
devoting more time to subjects like neo-classical 
welfare economics, in which area alone I would 
welcome, with humility, suggestions for further 
reading. Not in the area of ideology. 
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Public Issue of 2,63,234 14% Secured Fully Convertible Debentures of 
Rs. 125/- each for cash at par aggregating to Rs. 3,29.04,250 


The Company has applied for additional power load and the 
permission is expected shortly 

lhe municipal corporation has made a claim of Rs 2 98 lars and 
income Tax Depanment has raised an additional claim of Rs 78 0C 
lacs on the Company for which trie Company has preferred 
appeals 

Management is making the abovp statements as a measure of 
abundant caution in the general mte.est of the investors the 
Management will no doubt endeavour to minimise these risks 
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Mv Yoltas refrigerator 
gives me so much 
nore, Fm glad I didn’t 
settle for 
anything A less. 


My husband and I checked out every 
refrigerator on the market, before we 
bought our Voltas 

And we found that Voltas offers more 
than all the other refrigerators put 
together 1 

For instant e. all refrigerators talk 
about ’auto-defrost’ Hut onlv Voltas 
has a truly automatic defrost 
ststem — where at the push of a 
button, the water drains out and 
evaporates In the others, sou have to 
empty out the chill tray 
We also discovered that Voltas was 
the first to use PIT’, the wonder 
insulation material, ARS liners. SAN 
crisper boxes, and powder coatings for 
a great finish — ami all this S years 
ago 

Moreover, onlv Voltas is powered h\ 
the world famous Danfoss* compressor 
which saves up to |Xiwcr. vear 
after year And it comes with a seven 
year guarantee at no extra cost 
In fact, Voltas has so much more to 
offer, I wonder why am one would 
buy any other refrigerator 
So isn't it time urn checked out 
Voltas for v ourself' 1 
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The much-awaited (and sadly-neglected) report of the high- 
powered committee headed by P N Haksar to review the 
wtiyities of the national akademies and other major cultural 
rsiflStitutions is an example of offlcial cultural discourse which 
"^affirms an ‘integral’ view of Indian culture which is illusory, if 
not downright false No cultural discourse focusing on Indian 
realties can afford to ignore the contradictions, if not 
^eS^nfjusion, that underlies different interpretations of 

culture. 164 

Ahmedabad Riots I Excluded Spheres 


In a communally tense city, it 
only needs a small spark to set 
off a riot. The BJP which is 
making a determined bid for 
power in Gujarat knows 
this well and uses it to 
advantage. 1641 

Costly Cures 

Drug prices have risen drastically 
in the last 18 months. The 
sharpest increases have been in 
gynaecological products and in 
drugs used for conditions 
requiring long treatment. 1644 

Mismanaged 

One consequence of privatisation 
of common property resources 
has been a gradual depletion of 
village pasture which has led to 
forest lands being used for 
grazing. And this leads to 
overuse of forest resources. 1680 


Disquieting Prospects 

The economic reform 
programme of the year-old 
Narasimha Rao government is 
likely to trap the country in a 
mire of dependence on external 
aid, and so to policy dictates 
of international finance 
capital. 1639 


Supporting Democracy! 

Western nations have a high 
stake in Zambia's multi-party 
democracy. It is the first such 
experiment in this part of the 
African continent. Liberal aid 
which the IMF/World Bank is 
doling out on generous terms 
is a small price to pay 
for this. 1651 


If women’s issues had been 
raised in tho-Thmil nationalist 
movement in Sri Lanka, the 
response would have been, 

“not now”. But if the struggle, 
itself, the agency identified 
and the nationalist project 
is conceived and executed 
in male terms, can women 
hope for equality— 
afterwards? 1677 

Freedom from Violence 

While the risk of inter-state wars 
may diminish in post-industrial 
society, militancy against 
the callousness of ruling 
caucuses may continue to 
disturb peace. The Gandhian 
approach, particularly 
methods such as non-violent 
resistance may then be given 
a useful orientation. 1654 

Kanan Devi 

She was bom Kananbala on 
the flip side of society, willed 
herself to become Kanan Devi 
and smashed the social 
barriers by marrying into the 
Bengali aristocracy. Newspapers 
obituaries have quietly 
obliterated these facts 
from history. 1637 


Defining Inequality 

The motivation for the economic 
criterion in identifying those 
who will benefit from 
compensatory discrimination is 
largely to provide psychological 
consolation to the advanced 
communities. While it might 
promote some economic justice 
it will chip off at soda] 
justice. 1657 




LETTERS TO EDITOR 


Police Firing in Thane 

ON June 5, one of the members of the 
Kashikan Sanghathana (KS) was kilted in 
indiscriminate police firing and another 
was very seriously injured. The incident 
occurred at Raitali village in Thane 
district of Maharashtra. The police also 
arrested two leaders of the KS on the same 
day under false charges of attempt to 
murder when they went to enquire about 
the incident. 

Villagers of Ganjad were being ill- 
treated and terrorised by Congress! I) sup¬ 
porters led by Shashikant Panchal, a local 
brick-kiln owner. Panchal and his asso¬ 
ciates have been involved m several anti¬ 
social and illegal activities in the area. 
When people sought protection against 
Panchal and his chronics from the KS 
members of Raitali village, on June 2, 
pistol toting Panchal led an attack on 
Ganjad with around UK) hoodlums. 1 hey 
damaged houses, forced people lo flee 
from the village and take shelter at Raitali 
Local police, in collusion wiih the Con- 
gress(l) supporters, tiled false cases of 
noting and mischief against the sup¬ 
porters of KS Iron) Raitali 

On June 5, first the local polite, armed 
with guns, came to Ruiuli and threatened 
and !>cat women injuring some ol them. 
Then the Stale Reserve Police (SRP) 
charged into the village unprovoked and 
fired 30-40 rounds at fleeing unarmed 
villagers, one seriously injuring another. 
In retaliation, people threw stones and 
some policemen were injured. 

Laiet, on the same day, the two leaders 
of the KS, Pradip Prabhu and Shiran 
Balsura were arrested on a charge ol at¬ 
tempt to murder police personnel, even 
when the two of them were not present 
at the site ot the incident. The two leaders 
have been remanded to police custody nil 
June 15 by ihe local magistrate. Also ar¬ 
rested were Ganpat Vartha, when he ac¬ 
companied his injured brother to the 
hospital and Janya Bhiva Ravtya, when 
he had gone to the local bazaar two days 
later. 

We condemn the indiscriminate and un¬ 
provoked tiring by the police and their ter¬ 
rorising activities in abetting the crimes 
of ihe local ( ongress(l) leaders against the 
helpless adivasi |x-ople of the area In fact, 
it is due lo such insensitive behaviour and 
acts of repression that ihe poor are leti 
with no option but to form their own 
organisations like KS to make then voice 
heard and fight for their rights. In order 
therefore to restore people's confidence in 
the government’s ability to protect them, 
we demand actions immediately a judi¬ 


cial enquiry into the whole incident; ar¬ 
rest of the Congress(I) leaders involved in 
the crime and of the police personnel in¬ 
volved in firing; release of leaders and 
members of KS, and adequate compen¬ 
sation to the next of kins of the deceased 
and Ihe injured. 

Subrata Sarangi, Gita Chadha, 

Wilfred, Alka Patrecha, V R Pandya, 

Vinay Kr Mahajan and others 

All-India Democratic 
Convention 

I'ORTY-FIVE years after the so-called 
transfer of power and 17 years after the 
emergency our country is today under a 
virtual undeclared emergency. The 
military is deployed in many states. TADA 
like black laws unheard of in the 70s are 
proliferating. Democratic rights achieved 
by the people through long struggles have 
been taken away. All sections of people 
are brutally suppressed. 'Encounter' kill¬ 
ings are increasing. In short fascisisation 
of the country is intensifying day by day. 
As a further step the central and state 
governments have started banning revolu¬ 
tionary organisations like MCC, CPI(ML.) 
(People’s War), MKSS. These organisa¬ 
tions are dubbed anti-national and ban¬ 
ned at a time when the traitors ruling the 
country have totally mortgaged the coun¬ 
try to imperialists led by ihe US im¬ 


perialism, and have even made Indian 
armed forces an appendage of Pentagon. 

This situation calls for a united deter¬ 
mined effort from the progressive 
democratic forces to resist increasing state 
terror and fascisisation. With this objec¬ 
tive it is proposed to convene a broad 
democratic convention on September 19, 
20 at Kozhikode, Kerala, in continuation 
to the ‘Anti-fascist Convention’ of 1989. 
For more information write to the address 
given below. 

M M SOMASfcKHARAN 
Convening Committee, 

All India Democratic Convention, 

Red Star, 

Thykkattussery (PO) Thrissur, 

Kerala 680 322. 

India’s Israel Policy 

PUNYAPRIYA DASGUPTA’s analysis 
(April 11-18) showed that Nehru. Indira. 
Morarji, Rajiv were more ‘progressive’ 
than Stalin, Mao, Deng, etc, (is far as 
Israel policy was concerned. But what 
made the Indian prime ministers more 
‘progressive 1 than the revolutionary 
leaders of USSR and China? Vote bank — 
the Muslim vote bank Obviously, like a 
true secularist. Dasgupta has avoided this 
truth. 

Nirmaiya Rav 

New Delhi 
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Medical Education 


T HERE is a turmoil in the medical establishment. Not 
since the 1940s, when medical education and practice 
were widely debated, has there been so much debate on 
medical issues as there is now. The idiom is different and 
the reference point has shifted, for at the core of the 
debate is not what medicine can deliver, but how best to 
transform the gangly and largely unregulated commer¬ 
cial enterprise of medicine into a modern, efficient 
medical industry which can integrate into a world market. 
The recent Supreme Court ruling which virtually prevents 
states from allowing private medical colleges to charge 
high fees (and/or capitation fees) is all of a piece. 

Consider the context. The public health system all over 
the country is slowly disintegrating. Where it exists it is 
being privatised through a range of policy and programme 
measures, such as chaiging a fee for service, contracting 
services to private institutions, encouraging private prac¬ 
titioners and institutions to participate in public health 
programmes and in some cases closing down public 
hospitals in favour of private institutions. Where the 
public health system is no longer effective, people are 
either going to private practitioners or increasingly seek¬ 
ing alternative forms of cure. This may well mean that 
the independent practitioner of modern medicine is facing 
a situation of shrinking returns on investments in medical 
education and in setting up practice. One way to expand 
incomes is to create markets for services which in turn 
boosts the medical industry. However, this competition 
for patients and profits has also resulted in the boundaries 
of ethical practice vanishing. 

Over the past year or so the medical establishment has 
shown a defensive concern about the falling ethical stan¬ 
dards of medical practice. First, articulated by sensitive 
individuals and health groups, the debate in medical 
circles is on what is ethical care, who is to determine this 
and how patients are to be recompensed for unethical 
practice. While the motivating factors were the increas 
ing use being made of the few redrcssal forums, ineffi¬ 
cient though they are, available to victims of unethical 
practices, viz, the medical councils and the courts, the con 
cern was for the blemished image of medicine. Just as im¬ 
portant was the fear that control over medical practice 
would pass over to institutions outside the purview of the 
medical establishment. And also the increasing costs of 
practice as a consequence of all this. The extension of the 


Consumer Protection Act to medical practice has been 
something of a last straw. This would mean even those 
who could not afford to go through complicated court 
procedures could seek redrcssal, which in the context of 
deteriorating health services and the privatisation trend 
could prove disastrous. 

The legislative response of the state must be seen as an 
attempt to regularise and control medical practice. An 
earlier attempt was the bill which extensively amended the 
Medical Council Act, which when it was first introduced 
was firmly rejected and the constituting of a parliamen¬ 
tary committee ensured that it was buried until now. There 
is today an attempt to revive it even as the medical lobby 
is sparing no effort to exclude medical services from the 
purview of the consumer courts. 

The Supreme Court ruling overturning the Karnataka 
government order that private medical colleges can charge 
differential and high fees for students other than from 
the merit quota has apparently complicated matters for 
the state. The new health policy on the anvil had envisag¬ 
ed the growth of private medical colleges and institutions, 
with the issues of quality of education and fee structures 
remaining with a remodelled Medical Council. However, 
far from being an aberration, this paves the way for a 
closer relationship between the state and the medical 
enterprise, which is precisely whal is required. There is 
after all no clash of class interests here and in any case 
the apex court has left the mechanisms which filter out 
the have-nots intact. Further, given the impending expan¬ 
sion of the medical industry, there will be a growing need 
for doctors— ‘quality' doctors practising modern 
medicine in an appropriately constructed ethical mode. 

At another level, given that private medical colleges 
largely represent what may be described as the traditional 
property interests, the SC ruling is a manifestation of the 
ongoing process of integrating indigenous capital into the 
global system. Modern hospitals with their requirement 
of medical equipment, drugs and ancillaries are useful to 
the process. 

In the circumstances, the issue which was the central 
focus of the 40s debate— ‘how many doctors do we 
need?’ —is no longer relevant. In an expanding global 
capitalist system, the more the business enterprises, the 
higher the profit and the more rapid the creation of 
capital. 


I l MM M to —d BaUtkal Wskly August 54, 1992 
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CONGRESS(I) 

Mbves and Countermoves 

THE ding-ciong battle between prime 
minister Narasimha Rao and the human 
resource development minister Arjun 
Singh is quite obviously a part of the 
power struggle that has dogged the prc 
sent Congress government ever since its 
inception at the centre. The prime minister 
started his journey Iasi year with dis¬ 
gruntled colleagues in his cabinet, ai least 
two of whom were contenders ior the post 
that he is occupying 

It is inevitable therefore that the son- 
tenders will snipe at the prime minister 
every time he dithers and dither he will, 
given his propensity towards soli options 
under pressures from hoth abroad and 
within the country. One of the fust op¬ 
portunities that came by Aiiun Singh's 
way was Rao's dithcnng on the Outikel 
proposals on trade Related Intellectual 
Property Rights (I RIPS). Singh spiang 
into action by lormmg a committee to le- 
examine the proposals thus mating the 
impression that he, more than the prime 
minister, was concerned about the coun¬ 
try’s economic sovereignly Though 
nothing came out ol it, the minister suc¬ 
ceeded m selling oil speculations about 
differences between him and the prime 
minister on the new economic policies. 
One is, however, still not suie whether 
Arjun Singh really has any serious 
ideological reset rations about the policies 
How can one oiheiwise explain his dose 
links with 10 Janpath. and the old coterie 
of Rajiv Gandhi- who though anti- 
Narasimha Rao, .tie known to favour the 
new structural changes m the economy? 
Is he then trying to knock together an 
alliance of the anli-PM group under the 
garb of ideological differences'* 

The latest act in the powei snuggle was 
also brought about by the prime minister’s 
dilly-dallying over the Ayodhya issue At 
the Tirupati Congress session, Arjun 
Singh emerged as the main anti-BJP 
spokesman when he recalled the secular 
traditions of the Congress and urged for 
a tough line against the BJP. It was quite 
obvious that by urging for such a step, he 
was actually hitting at the most vulnerable 
point of the prime minister’s politics, the 
politics of ‘consensus’ (the euphemism for 
connivance wnh the BJP). Lor Arjun 
Singh, the logical step from this was his 
speech at the Congress Parliamentary 
Party meeting, where he made oblique 
references to the government’s weak-kneed 
policies in dealing with the ‘kar seva’ at 
Ayodhya. Without naming the prime 
minister, he made it dear that the BJP- 
VHP leaders could not be trusted (thus 
implying that it was wrong for the prime 


minister to come to any agreement with 
them) and (hat it was necessary to fight 
them instead of compromising with them. 
That Arjun Singh received support from 
a large section of partymen suggests that 
there is a lot of disillusionment about 
Narasimha Rao among Congressmen, 
particularly those from northern India 
where they are still licking their wounds 
jltei their defeat at the last elections. It 
is not without significance that Arjun 
Singh, in his letter to the PM’s political 
secretary, litendra Prasad, stressed the 
need for a plan of action lor “Congress¬ 
men who are being harassed and victimis¬ 
ed in non-Congress ruled states’’. 

As for the prime minister, he also has 
been playing it cool, first by trying to clip 
Arjun Singh’s wings and then by rallying 
his own supporters in the party to cam¬ 
paign against Singh. In the first week of 
luly, in a cabinet reshuffle, Rao stripped 
Kamal Nath (one of Arjun Singh's 
supporters) ol the portfolio ol waste¬ 
land development. Rao rebuffed Singh 
by rejecting Ins request to induct his 
lieutenant, Ajit Jogi, into the cabinet, and 
by appointing H R Bhardwaj, an MP 
from Madhya Pradesh and a known op¬ 
ponent of Arjun Singh as the minister of 
state for law. The campaign against Singh 
has begun in right earnest. Soon after his 
letter to the PM's political secretary, the 
Punjab chief minister Beant Singh, and 
the Haryana chief minister Bhajan Lai 
came out openly against him. They were 
soon joined by Dinesh Singh, another 
senior Congress leader. The main burden 
of their statements is that Arjun Singh is 
frustrating the prime minister’s efforts at 
conciliation and is thus betraying the 
party 

As things stand now, none of the con¬ 
tending forces is prepared at the moment 
to carry the battle to a point of no return. 
While the ptnne minister and his men will 
continue lo blow hot and cold about 
Ayodhya in their efforts to retain the sup¬ 
port ol BJP, Arjun Singh will try to 
upstage Narasimha Rao by frequently 
lashing out at the BJP thus bolstering his 
image as the real upholder of the secular 
tradition ol his party 

JHARKHAND MOVEMENT 

Opportunists on Top 

IN March this year the Jharkhand Mukti 
Moreha (JMM) made a pretence of laun¬ 
ching a struggle to pressurise the centre 
and the state to carve out a separate 
Jharkhand state. On that occasion Laloo 
Prasad Yadav, very much in need of JMM 
support to ensure his government’s survi¬ 
val, went out of his way to appease the 
party. The Congress Party, keen on top¬ 


pling the Janata Dal government in the 
state, tabled in parliament the report 
of the Committee on Jharkhand Matters 
which had been gathering dust for years 
together. The centre demanded, as part of 
the bargain, that the JMM withdraw 
support to the state government. The 
blockade was prematurely called off. 

The Santhal Pargana-based Shibu 
Soren-Suraj Mandal group which had 
been very close to the state chief minister 
suddenly deviated from the routine. Hav¬ 
ing earlier subverted the interests of the 
movement in the process of mindlessly 
supporting the government,*they now em¬ 
barked on an even more self-destructive 
course. I or one they not only admitted 
Subodh Kant Sahay of the Samajwadi 
Janata Party (SJP) into the JMM but also 
put him up as the party’s nominee for the 
Raiya Sabha. A directive was also issued 
to JMM legislators to abstain from voting 
in the presidential election and on the 
motion of no-confidence in the Nara- 
sunha Rao government. All this happen¬ 
ed at a time when frantic efforts were 
being made to dislodge the Bthar govern¬ 
ment by inducing Junta Dal MLAs to 
leave the party. 

Clearly, the JMM has fallen prey to the 
machinations of the mainstream parties. 
Shailendra Mahato of the Singhbhum 
group, in what may have been an attempt 
to pull the carpet from under Santhal 
Pargana faction announced his party's in¬ 
tention to withdraw support for the Bihar 
government. When the chief minister’s at¬ 
tempts at working out a compromise fail¬ 
ed, he engineered a split in the JMM’s 
ranks. A dissident group consisting of 
seven MLAs submitted before speaker 
Ghulam Sarwar that they be recognised 
as a separate group. Teklal Mahato has 
been designated their leader. The opera¬ 
tion was initiated by two JMM MPs 
Krishna Mardi and Rajkishore Mahato 
who have pledged their support for the 
Laloo Pra'sad Yadav ministry. 

Which group will constitute the real 
JMM and which the renegade party will 
be decided by the party’s executive com¬ 
mittee meeting at which both groups will 
be present in strength for the express pur¬ 
pose of expelling each oth~r from the par¬ 
ty. But these are only minor matters of 
detail. The Jharkhand movement has 
been appropriated by the Jharkhand par¬ 
ties which have been appropriated by 
various interests. Only last month the 
secretary of the JMM and the deputy 
leader of the party in the legislative 
assembly had proudly announced that 
Russi Mody, then chairman of T1SCO, 
had expressed desire to obtain JMM 
membership—a telling reflection on the 
attitude of party functionaries. 
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That the JMM has split is no tragedy 
for the movement. If anything it has much 
liberating potential. What is however a 
tragedy is that parties like JMM and op¬ 
portunists like its leadership should rise 
to prominence and profit at the expense 
of retarding the movement. The party 
political elaboration of the Jharkhand 
movement has always been susceptible to 
the stresses and strains of mainstream in¬ 
stitutional processes and have easily fallen 
prey to its inducements. Suraj Mandal’s 
hold on Shibu Soren and hence on the 
JMM is his skill in financial manipulation 
that has brought prosperity to many party 
workers. Politics of patronage changes ihe 
dynamics of the movement, from then on 
leaders become substitutable, for once 
reduced to the status of clients thcie are 
strict limits to their capacity for political 
action. 

NUCLEAR POWER 

Cut to Size 

THE Atomic Energy Commission seems 
to have finally come down to earth from 
its rosy heavens of a nuclear powered 
country. Or rather it has been forced to 
face the harsh realities of high finance. 
Paucity of funds has caused the AEC to 
scale down its impossible taiget o. creat¬ 
ing 10,000 MW of nuclear power by the 
year 2000 to about 5,700 MW. Even this 
may be achievable only with private sec¬ 
tor participation. Though the AEC has 
been involving private firms in the con¬ 
struction of its plants, what is being en¬ 
visaged now is a more long-term partner¬ 
ship quite obviously involving private fun¬ 
ding. In principle such a notion without 
a dynamic independent atomic regulatory 
board can only enhance the risk factors 
However, consider the context in which 
these moves are being contemplated. 
There is the fact that nuclear power has 
been showing a decline in the last decade. 
According to a survey by Worldwatch In¬ 
stitute, recently released, the year 1991-92 
saw the decline of total number of plants 
for the first time since the 1950s. The last 
nuclear power plant was ordered in the US 
14 years ago. Nearly one in six plants 
which have been built have been closed 
some 76 retired and many others decom¬ 
missioned. Most European countries, 
including France have decided against 
nuclear power. This turnaround may be 
ascribed to two main reasons: First, the 
growing health and safety movements 
against nuclear power which gained 
ground especially after the Chernobyl 
disaster and revelations about Soviet reac¬ 
tors. The second and perhaps more com¬ 
pelling reason is the fact of escalating 
coste. Given this scenario, attempts to en¬ 
tice private sector investment in nuclear 
power are unlikely to be successful in 


India. In fact Margaret Thatcher’s at¬ 
tempts to privatise nuclear power was a 
non-starter and Britain is currently mov¬ 
ing towards other sources of power. 

On the other hand, AEC’s trend 
towards privatisation may yield unex¬ 
pected results. For instance, it will force 
the nuclear establishment to be more open 
and accountable which may even mean 
amending the Atomic Energy Act which 
has shrouded nuclear activities in a veil 
of secrecy 

Nevertheless, ihese desperate attempts 
to make nuclear power viable amounts to 
sheer irresponsibility on the part of power 
planners. Given that development models 
are not going to change very drastically 
in ihe near future, there is no doubt thal 
the demand for power will escalate steeply. 
In me circumstances, plans which make 
long gestation power projects with uncer 
lain outputs as their cemrepiece are simply 
not workable. But work on developing 
decentralised, small power projects or 
alternative sources of energy has been 
markedly sluggish. Clearly the decision 10 
develop some energy sources at the cost 
ol others is not a matter of social choice 
but a political decision of those who rule. 

SLEDS POLICA 

Cosily Mistakes 

IN 1987 the government decided to put 
the production of H YV and hybrid seeds 
in Appendix I of the licensing policy. This 
paved the way for investments in seed pro¬ 
duction by monopoly houses and MNCs. 
Then came the liberalised seed import 
poluy for oilseeds, pulses, coarse grains, 
vegetables and fruits. Further this policy 
reduced substantially the trial periods 
necessary (before bulk orders for im¬ 
ported seeds could be placed) to just one 
season, while at least two successive years 
of Inals should have been allowed. Libera¬ 
lisation of imports combined with reduc¬ 
tion of trials periou together can lead to 
a situation where seeds considered pro¬ 
fitable by the big companies but which 
can prove very risky and costly for the 
farmers can be distributed on a large scale. 

The new issues of the hold of some big 
companies over the seed industry and 
biotechnology have appeared against a 
background of agribusiness (or foreign 
research institutes with close links with 
business interests) having already con- 
tribuied to eroding the genetic diversity 
to a large extent in the case of important 
crops. For example it is well known that 
the spread of green revolution agriculture 
has led to a rapid erosion of the genetic 
diversity of rice crops. 

A task-force on rice-breeding consisting 
of eminent experts which met at the Ccn 
tral Rice Research Institute (CKKI) in 


Cuttack in February 1979 concluded, 
“Most of the HYVs (High Yielding Varie¬ 
ties) and the derivatives of T(N)1 or IR 
8 and therefore, have the dwarfing gene 
of dee-geo-woo-gen. This narrow genetic 
base has created alarming uniformity, 
causing vulnerability to disease and pests. 
Most of the released varieties are not 
suitable for typical uplands and low lands 
which together constitute about 75 per 
cent of the total rice area of the country!* 
Even as this genetic base of the country’s 
most important crop was being eroded, 
there were reports of the carefully assem¬ 
bled plant collections in the country's 
research institutes being taken away to 
other institutes controlled by developed 
countries. Foreign aid receiving projects 
were also used subtly (and sometimes not- 
so-subtiy) for this purpose. This increases 
the vulnerability of Indian farmers to ‘the 
new seedsmen’ in the form of foreign seed 
and chemicals companies as the badly 
needed germ plasm material necessary to 
provide disease or pest resistance may be 
available only with them. This is a very 
costly price we may have to pay for the 
past mistakes. 

Specifically industry spokespersons ob¬ 
ject lo the protective provisions which 
have still been retained in the new laws. 
The American Seed Association has voic¬ 
ed its disapproval of this conditionality, 
he said. According to a recent report on 
one of India's most important agricultural 
research centres, the Indian Agricultural 
Research Institute (IAR1), leading scien¬ 
tists are apprehensive about the possible 
adverse effects of the new seed policy and 
have called for a debate on this subject. 
In the past couple of years the institute 
has lost about 15 scientists to private firms 
each with at least 10 years’ experience 
behind them and some trained in western 
countries at the government's expense. 
1ARI scientists believe that some germ- 
plasm has been taken away but this can 
not be proved. Researchers also do not 
have any means to check, whether a hybrid 
variety claimed by a firm to be us own and 
marked under a different brand name has 
actually onginaicd from a public.research 
organisation 

Some seiemisis have also expressed con¬ 
cern (hat biotechnology controlled by big 
companies will force farmers to depend 
on them to obtain seeds year after year. 
Some scientists are also concerned that 
because of the high hopes placed on 
biotechnology, earlier avenues of obtain¬ 
ing seeds through the established networks 
may get neglected. On the plus side 
reports have been received from parts 
of the green revolution belt, including 
Nainital terai region, of some fanners get¬ 
ting more concerned about the preserva- 
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tion of traditional seeds. Organisations 
like Gene Campaign and Jandanya are 
also contributing to these efforts which 
need to be stepped up greatly. 

SPORTS 

Olympic Myth 

THE minister of state for sports 
magnanimously announced in parliament 
during the debate on our Olympic disaster 
that the government would be willing to 
ban all participation in international com¬ 
petitions for a period, if that was the 
parliamentary consensus. And such is the 
government's concern for the falling stan¬ 
dards in sports that it has promptly an¬ 
nounced a new sports policy. Yet it does 
not seem to have occurred to anyone that 
our sports disaster is a telling comment 
on the deteriorating quality of every 
aspect of social and economic life 
To begin at the top, today winning a 
gold medal in the Olympic games is not 
a matter of ‘doing your best' anymore It 
is a determined endeavour programmed 
with scientific precision. In most gold 
winning nations spotting bodies and 
coaches make use of extensive data to im¬ 
prove athletes’ performances. This infor¬ 
mation is generated m close collaboration 
with scientific institutions and has in turn 
spurred new areas of applied science such 
as biomechanics. Often it is information 
generated through enquiries in areas far 
removed from sports which is used to ad¬ 
vantage in fine tuning a particular perfor¬ 
mance. In India there is an incredible 
dearth of such material. Not only is there 
no worthwhile studies on performance 
factors among Indian athletes, but basic 
sciences such as physiology are 
languishing and sports medicine has 
become confined to treatment of sports 
injuries and is patronised mostly by the 
rising yuppies. 

To go one step down, never mind fine 
tuning performances, let us talk first of 
a critical mass of good athletes. Very 
briefly the requirements for producing this 
would be a youth population with good 
health and nutritional status; leisure; time 
and opportunity for participating in 
regulated physical activity; education; and 
social security. It is hardly necessary to 
point out that in a situation where food 
prices arc rising sharply, access to health 
and education is diminishing, all ‘leisure’ 
time must be directed at earning a living 
or preparing for such a state and sports 
become an exercise in cheering from the 
sidelines or watching Doordarshan’s 
‘Sports Round-up’, such a critical mass is 
hardly likely to emerge. 


policy but a socio-economic policy geared 
to fulfilling the needs of the majority of 
the people But then, a sports policy is so 
much easier to pretend to implement and 
certainly more media worthy. Sadly, 
however, four years from now we will once 
again be having a debate on our Olympic 
debacle in Atlanta. 

HEALTH 

Living by Courting 
Death 

WHAT can be a more apt confirmation 
of dialectics, or more precisely the dialec¬ 
tical identity of opposites, than the pre¬ 
sent situation in the market for life-saving 
human ingredients and organs? Blood 
transfusion is a vital necessity for sustain¬ 
ing life in many critical situations. But in 
the present period transfusion itself can 
be sort of a confirmed death-sentence on 
the receiver as it may contain HIV virus. 
The incidence of this virus in bottled 
blood is on the increase in poorer coun¬ 
tries like India, because blood is donated, 
more precisely sold, by professional 
‘blood-donors’ at short intervals, which 
itself creates conditions for the thriving 
of HIV in fheir blood. The professional 
‘donors’ in turn are compelled to sell their 
blood so often as this is their major source 
of income; that is, they themselves choose 
to advance towards early death in order 
to live for a while. The dialectical logic 
seems to work inexorably: now that blood¬ 
collecting agencies have become choosy 
in selecting ‘donors’, that is, they do not 
accept blood from the same person at 
short intervals, the professional blood 
donors have entered the market for the 
sale of vital organs like kidneys and eyes. 

All this information, according to PTI, 
was presented by a Bombay physician 
at a recent seminar on AIDS held at 
Amsterdam, by nd means to give an ob¬ 
ject lesson on dialectics, but to highlight 
the difficulties in controlling the spread 
of the dreaded disease in the so-called 
third world countries. But this informa¬ 
tion has a message for others also. Now 
that the Indian parliament has taken up 
the issue of regulating the marketing of 
human organs, it should not, during the 
law-making exercise, overlook the tragic 
identity of life and death of those who can 
strive to live only by courting death. In 
other words, in pursuing their humane 
mission, the well-intentioned legislators 
may really hasten some of the poor ven¬ 
dors of human organs to death by other 
means, if while checking or regulating the 
sale of human organs, the law-makers do 
not at the same time adopt measures to 
mitigate the most abject poverty of the 
sellers. 
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TWENTY YEARS AGO 

EPW, Special Number, August 1972 

The government has made tut overnight 
transition from worrying about the pro¬ 
blems of ‘plenty’ to panicking over the 
threat of shortage Till the other day 
spokesmen of the food ministry were talking 
of exporting foodgrains, wheat especial¬ 
ly, now Fakhruddin Ahmed fears a 15- 
million tonne fall in output in the coming 
kharif season. Only weeks ago, the prime 
minister was airily dismissing the rise in 
prices as being of no consequence; now 
the Planning Commission is holding 
round the-clock sessions to devise ways of 
checking the price spiral. The proposals 
emerging pat and ready from these confa¬ 
bulations—to extend the public distribu¬ 
tion system to every nook and cranny in 
a jiffy, to launch crash programmes to step 
up the output of foodgrains in the next 
rabi season (by 16 million tonnes, if you 
please!)—do not carry much conviction, 
however. For, it is not as if the price rise 
has caught the government unawares... 
If indeeft the government was serious 
about strengthening and extending the 
public distribution machinery, it had 
enough time to do so... The homage to 
public distribution of essential commodi¬ 
ties is a ritual, no more. . It is now 
granted on all sides that public procure¬ 
ment, intended to make foodgrafns availa¬ 
ble to the weaker sections of the popula¬ 
tion, has been convened into a device for 
assuring the larger farmers near-scarcity 
prices for their expanded output .. And 
just when it appeared that the government 
might at last be forced to do something 
to rationalise procurement prices, now 
comes the agriculture ministry’s crash pro¬ 
gramme for the rabi season as pan of 
which assurances have reponedly gone 
out to the state governments that they 
need fear no cut tn procurement prices. 

How much sense does this make when 
the government is supposed to be seriously 
concerned about the rise in prices? While 
the monetary expansion of the last year 
and the year before has certainly played 
its part, the economy had been made 
vulnerable to the danger of inflation by 
the official agricultural price support 
policies and particularly by (he govern¬ 
ment's unwillingness, when the circum¬ 
stances were favourable, to impart a measure 
of reasonableness to wheal prices, which 
would then have made it possible to. dis¬ 
cipline the prices of other crops. With 
wheal prices on the leash, the traditional 
price differential between wheat and rice 
could have been restored to some degree; 
helping in the process the development of a 
stable price parity between rice and jute on 
the one hand and wheal and sugarcane—Or 
cotton for that matter—on the other. But 
despite the fact (hat with increasing pro¬ 
duction and productivity, per quintal cost 
of output has declined over the years, the 
wheat lobby could not be subdued. And 
since it is not possible to placate just one 
set of farmers, the outcome has been a 
high price structure for agricultural pro¬ 
ducts which has inevitably spread its 
message to the rest of the economy. 
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THE MARKETS 


Troubled Times for Stock Markets 


D P Sharma 

THE stock market continues to present a 
picture of utter despondency which contrasts 
sharply with the mood of reckless optimism 
that prevailed till the end of March. The 
boom which had carried the BSE sensitive 
index to a high of 4546.3 on April 2—up 
133.7 per cent over the January I low of 
1945.5—was unprecedented. So is the subse¬ 
quent decline to a low of 2529.6 (August 6), 
retracing 77.5 per cent of ground gained 
earlier. Never before has the market been 
known to have registered a decline of 44.4 
per cent (BSE sensitive index) in just one 
sweep in so short a period of time. It would 
perhaps come as a big surprise to many that 
the total decline registered by the BSE sen¬ 
sitive index during the bear market covering 
nearly 24 months (February 1986 to March 
1988) was 41.3 per cent (from 664.54 to 390). 
The Financial Express index for Bombay 
brings out the comparison in much sharper 
focus in that the indet which has come down 
by 40.6 per cent from its April high had 
registered a fall of 26.4 per cent during the 
entire 1986-88 bear market. 

The end of the deadlock over the trans¬ 
ferability of ‘tainted’ shares and the change 
in the cut-off date for certification of 
transactions from June'6, 1992 to April 1, 
1991—the purchaser being required to in¬ 
demnify the custodian for ever for any loss 
that might be occasioned by virtue of false 
information—have cleared the way foi 
resumption of normal trading. But this has 
had no impact on the general trading senti¬ 
ment. Equity price indices have continued 
to slide down touching new lows on August 
6 and 7 (see table). Occasional institutional 
buying was too small to impart even a 
semblance of stability to the market which 
has had to contend with persistent offerings. 

With large investiblc funds already locked 
up in earlier issues, investors felt compelled 
to resort to disinvestment selling to raise 
funds for rights issues estimated to aggregate 
over Rs 2,000 crore. Reports that quite a few 
brokers on the major stock exchanges were 
in seriops financial difficulties and some of 
them might be declared defaulters consti¬ 
tuted another factor which prompted selling. 
Some unloading was said to be on behalf 
Of finance companies facing acute financial 
difficulties. Sales were also based on fears 
of being accused by the CBI for holding 
‘benami’ shares on behalf of some of the 
notified persons and a leading finance 
company. Much more significant was the 
panicky selling by ‘badla’ financiers holding 
‘tainted’ shares as collateral for money lent 
as the relief offered to holders of ‘tainted’ 
shares by the special court does not include 
their operations as these are considered ‘off 


market' transactions not routed through the 
clearing house of the stock exchange. 

Trading sentiment was adversely affected 
in no small measure by raids by the income- 
tax department on some of the leading 
stockbrokers. The show-cause notices issued 
by SEB1 to the Delhi and Bangalore stock 
exchanges following an inquiry into their 
functioning and apprehensions about the 
governing boards being superseded added to 
the market’s woes. While the depressed 
mood of the market was not conducive to 
the emergence of fresh individual investment 
in the secondary market, institutional in¬ 
vestors also preferred to maintain a rather 
low profile. The crash in unofficial premi¬ 
ums on new issues and the fall in the market 
prices of certain scrips to below the price at 
which rights shares are being offered broadly 
■reflect the gloom pervading the stock 
market. 

The sharpest-ever decline in one sweep in 
a bull market has prompted some analysts 
to take the view that the primary upward 
trend has now got reversed and the market 
has entered a major bear phase. The reversal 
of the primary uptrend is sought to be 
justified in terms of the sluggish state of the 
economy. It is pointed out that the rate of 
growth of real GDP during the current year 
is unlikely to exceed 3.5 per cent. Quite a few 


industries are experiencing recessionary 
conditions. Exports are not picking up the 
wav should. 

It is also argued that despite the govern¬ 
ment having announced a host of conces¬ 
sions to woo NRIs to invest in India in a big 
way, their response so far has been rather 
disappointing. Foreign investors are repor¬ 
tedly finding that India continues to be 
wrapped in red tape despite official assu¬ 
rances to the contrary According to the 
latest UN study World Investment Report 
1992, liberalisation in India may have to go 
further to attract a substantially increased 
stream of foreign direct investment. 

Not many will dispute that immediate 
prospects for a significant upturn in the 
economy cannot be reckoned as very reassur¬ 
ing. However, going by the big projects in 
the pipeline and expansion/discrsification 
programmes already under implementation, 
it would be reasonable to infer that the 
business community would not have ven¬ 
tured to push ahead with large investments 
if it were not optimistic about the economy 
achieving an accelerated growth rate. 

SEBI chief Ramakrishna stated the other 
day that the capital maikct would generate 
in the current year an amount exceeding 
Rs 10,000 crore which would be higher than 
the actual realisation recorded last year. 
Public response to new issues continues to 
be good. Morgan Stanley, one of the world's 
largest investment bankers, recently express¬ 
ed the view that despite the miasma of the 
securities scam in the capital market, the 
medium- and long-term optimism remains 
unchanged and thal India will have one of 
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Sensitive 

1945.5 

4546 3 

2529 6 

133 7 

44 4 

77 5 

National 

901.7 

2049 0 

1152.1 

127 2 

43 8 

78.2 

Financial Express indices 

Bombay 

1870 50 

3801.65 

2257.27 

I0t 2 

40 6 

800 

All-India 

1501.46 

3285 70 

1884 79 

I1X 8 

42 6 

78.5 

The Economic Times indices 

Bombay 

1100.4 

2199 1 

1304 0 

99 8 

407 

81.5 

Calcutta 

676.6 

1524.7 

944 9 

125 3 

38 0 

68.4 

Delhi 

590 0 

1154.3 

630 6 

95 6 

15 4 

92.8 

Madras 

1157.5 

2504.9 

1603.2 

1164 

36 0 

66.9 

Ahmcdabad 

4130 

1222.1 

563 9 

195 9 

53 8 

81.3 

All-India 

888.0 

18068 

11008 

103 5 

39 0 

76.8 

Industries (The Economic Times) 
Cotton textiles 1050 9 

2070.8 

1138.2 

97.0 

45.0 

91.4 

Manmade fibres 

631.9 

1049 4 

678.9 

66.0 

35 3 

88.7 

Basic metals 

1235.2 

3093.8 

2093.5 

150.5 

32.3 

53.8 

Transport vehicles 

528 3 

1099.9 

510.4 

108.2 

53.6 

103.0 

Engineering goods 

859.8 

2625.8 

1051.7 

205.8 

60.0 

74.9 

Fertilisers and chemicals 

577.3 

1236.9 

718 9 

H4.3 

41.9 

78.5 

Pharmaceuticals 

715.1 

1386.7 

910.5 

93.9 

34.3 

70.9 

Cement 

1045.6 

2865.1 

1577.5 

174.0 

44.9 

70.8 

Paper 

734.7 

1437 9 

834.1 

95.7 

42.0 

85.9 

lyres and tubes 

1020.6 

2377.8 

1388.1 

133.0 

41.6 

72.9 

Food products 

1227.6 

2324.3 

1326.7 

89.3 

42.9 

91.0 

Plantations 

769.4 

1829.5 

1132.5 

137.8 

38.1 

65.7 
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ihe best performing slock markets in the 90s. 

With the market continuing to seek new 
lows and 'he prevailing mood one of des¬ 
pondency. it .1 hazardous to predict when 
the market would cry a hair to the downward 
trend, especially when uncertainty surrounds 
the outcome of JPC's probe into the secu¬ 
rities scam in all its aspects. However, going 


by the amplitude of the decline from the 
April 2 high—steeper than the decline in a 
full-fledged bear market—the market could 
take a right-about-turn any lime Trend rever¬ 
sals arc known to occur when they arc least 
expected 

The corporate sector is performing well 
and the captains of industry sound opti¬ 


mistic about the future. Inveslible funds 
seeking deployment on the stock exchange 
are plentiful, far in excess of the supply of 
good growth shares. These two factofs are 
strong enough to sustain an upward trend 
m equity prices after the turn of the tide In 
the present situation the most dominant fac¬ 
tor is market sentiment which is intangible. 


IN THE CAPITAL MARKET 


Garvy Granites 


Garvy Granites, incorporated m 1989, 
has acquired from 1991 the status of a 
100 per cent export unit. The company 
has acquired from Andhra Pradesh 
government lease rights to operate the 
quarries in Warangai, Kanmnagar and 
Khammam districts, and has taken steps 
to acquire similar rights m "Rtmil Nadu 
and Karnataka to have a varied range of 
granites. The quarries on lease are 
expected to meet the raw material re¬ 
quirements for 40 years comfortably. The 
company has entered into marketing tie- 
ups for the entire product-mix of I lakh 
sq meters ol slabs and tiles, 15,000 sets 
of monuments and other ornamental 
items with the overseas buyers, Tuseh of 
Germany and KSK Enterprise of Japan 
Machineiy for processing granite will be 
imported from Gaspari Mcnotti and 
Mordenti of Italy who arc the leaders in 
granite processing technology. The pro¬ 
cessing unit is being located 50 kms trom 
Hyderabad at Matkapur Commercial 
production is to commence in the first 
quarter ol 199.1 The cost of the project 
is Rs 1,055 lakh winch will be financed 
through loans from financial institutions 
Rs 450 lakh, subsidy Rs 15 lakh and 
equity Rs 590 lakh. The public issue 
ol share capital is expected around 
September/Octobei 

Kemrock Industries 
and Exports 

Kemrock Industries and Exports, 
Baroda, has received the consent for an 
issue of 52,50,000 equity shares of Rs 10 
each aggregating Rs 525 lakh Ol the 
issue 21,00,000 shares are reserved for 
the promoters, 1,57,500 shares for 
employecs/lndian working directors. 
17,00,000 shares as a preferential allot 
ment to non-resident Indians/persons of 
Indian origin on repatriation basis and 
the remaining 12,92,500 shares ag¬ 
gregating Rs 129.25 lakh will be offered 
to the Indian public The public issue is 
expected shortly. 

Icicon Electronics 

Icicon Electronics India has been 
promoted by a group of technocrats and 
professional NRIs from the UK and the 
US, in technical collaboration with Iskra 
Commerce of Yugoslavia to manufacture 
around 100 million pieces of multilayer 


ceramic capacitors (MI.CTs) per year in 
both chip and leaded versions Iskra 
Commerce as co-promoters w ill hold It) 
per cent equity in the company MLC'C's 
find wide application in consumer and 
commercial application electronic gotxlx 
Demand in India by 1993 is estimated 
around Rs 290 million. There arc just 
four companies in India, including Icicon 
Electronics, seriously contending for this 
vast and rapidly growing market. Export 
prospects are rated high as MICCs is the 
largest and the most rapidly growing sev- 
lor worldwide in the capacitor market 
The company has entered into an 
arrangement with its collaborator Iskra 
Commeice for 25 per cent buy-back of 
production The plant is ready to com¬ 
mence commercial production and the 
company will be entering the market to 
make its public issue shortly 

Gujarat Containers 

An ultra modern packaging unit, 
which would be the largest ot its kind in 
Gujarat, Gujarat Containers is to be set 
up a Savli taluka in Baroda district lor 
manufacture of 100 litres and 200 litres 
capacity HMHDPE drums/barrels with 
open top and L-ring type, using the latest 
technology as a new concept in packag¬ 
ing for oils, chemicals, pharmaceuticals, 
petrochemicals and such other materials. 
The special features of this product are 
that it is light-weight, corrosion- shock- 
and chemical-resistant and leak proof Its 
other qualities are low environmental ef¬ 
fect, high stacking and high resale value. 
The company will also be manufacturing 
traditional epoxy coated and galvanised 
barrels, it has an assured market in the 
industries ui Baroda. 

Anik Steels 

Amk Steels of Bhavnagar, Gujarat, 
which is promoted by A B Lakhani, 

P P Bhuta and others, is setting up 
facilities for manufacture of MS steels, 
alloy steels, special steels and steel 
castings with an installed capacity of 
27,000 tonnes per annum. The raw 
materials and iron and steel scrap and 
sponge iron will be acquired from the 
nearby Alang shipbreaking yard and 
Lssar Gujarat's sponge iron plan! at 
Ha/ira. The promoters will be supported 
by A Y Degam, a metallurgical engineer 
and expert in alloy steels and steel 
castings, as technical director on the 
board. The cost of the project as apprais¬ 
ed by Bank of India is estimated at 


Rs 465 lakh and it is lo be financed with 
equity funds of Rs 405 lakh, state cash 
subsidy of Rs 25 lakh and lease finance 
of Rs 15 lakh. The share capital issue of 
Rs 405 lakh in equity shares of Rs 10 
each is to comprise (i) promoters, direc¬ 
tors, friends and associates—Indian 
Rs 95 lakh. NRI Rs 20 lakh; and 
(h) public issue Indian Rs 170 lakh, 
NRI Rs 120 lakh 

Gem Eyeadorns 

Gem Eyeadorns is venturing into the 
high profile business of eyewears with 
plans to manufacture the latest ultra¬ 
violet blocking organic ophthalmic 
lenses, spectacle frames and sunglasses 
for the local and export market. The 
project, to be located near Baroda, has 
been promoted by Usmangam Meinon, 
Prakash Dhcbar and Zubair Usmangam. 
The project cost, estimated at Rs 603 
lakh, is proposed to be financed by pro¬ 
moters' equity Rs 200 lakh, NRI public 
issue Rs 150 lakh, Indian public issue 
Rs 150 lakh, term loans Rs 88 lakh and 
subsidies Rs 15 lakh. The project is to 
commence trial production in August. 

Bharat Forge and 
Press Industries 

Bharat Forge and Press Industries 
(BFPIL) of Baroda is setting up an 
expansion project to manufacture value 
added products of pipe fittings in dif¬ 
ferent schedules and higher radius in the 
form of elbows, reducers, etc, to find ap¬ 
plications in fertilisers, petrochemicals, 
pharmaceuticals, refineries and nuclear 
plants. The cost of the expansion project 
is estimated at Rs 800 lakh which will be 
financed by internal cash accruals of 
Rs 40 lakh, promoters contribution of 
Rs 250 lakh by way of equity and 
unsecured loan, public issue of Rs 270 
lakh and term loan from financial 
institution of Rs 240 lakh. The company 
is promoted by Niranjan Jani. It has 
pending orders worth Rs 4 crore on hand 
and orders under negotiation worth 
Rs IS crore. Export inquiries worth Rs I 
crore have been received from the US, 
Australia and Gulf countries. The 
management is negotiating for foreign 
collaboration with leading manufacturers 
for innovative export products and is also 
planning to set up a new company for 
manufacture of forged and socket weld 
fittings mainly for export. 
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The obituaries for Kanan Devi, nee Kananbala, the first great 
singing Star produced by the country’s Him industry and the 
heart-throb of millions in the thirties and the forties, were brief, 
as brief as the funeral procession. The main story, however, 
remained untold. It was a case of either selective amnesia or a 
delicately exercised social censorship. 


IS it only the old left behind who mourn for 
the old who depart from the scene? Kanan 
Devi, the first great singing star produced 
by the country’s film industry, the heart- 
throb of millions in the thirties and the for¬ 
ties, died quietly in Calcutta last month. 
There were few wreaths for her. The contrast 
with the frenzy which seized the city barely 
four months ago, when Satyajit Ray passed 
away, could not be more glaring. Ray had 
contemporaneity. He had just received an 
Oscar in recognition of his ‘life-time’ 
achievement. He had an honoris causa 
Doctorate of Literature from Oxford, and 
did not Monsieur Mitterrand come all the 
way to this wretched city to confer on him 
the Legion ol Honour? Kanan Devi, the 
Calcutta crowd decided, did not belong to 
that league. In any event, few, very few are 
left in the field who have the competence to 
assess the social and cultural significance of 
a phenomenon like her. Of late, she had in¬ 
creasingly given the impression of being a 
benign old lady, seen, now and then, on 
public occasions. Her presence bn such oc¬ 
casions was defined ambivalently. Everyone 
tried to be nice to her. Quite as transparent¬ 
ly, she tried to be nice to everyone. Perhaps 
that was the role she was reduced to. When 
she died, it caused no undyking of emotions, 
Calcutta cut out the hoopla. A nice old lady 
is dead. Nice old ladies die by the dozen 
everyday. A couple of nostalgia-laden letters 
in the newspapers, and the wake for Kanan 
Devi was over. 

Shall we coin an expression and say, she 
should have died herebefore? Half a century 
ago, she spelled charm, glamour, dazzle, 
grace to India’s fledgling middle class. That 
class has vanished, or changed beyond 
description, since independence Kanan Devi 
herself too changed beyond description. 
There was not the faintest trace, in the more 
recent years, of any leftover glamour about 
her. She was, in the past couple of decades, 
a vague, non-fussy old lady, a bit like Agatha 
Christie’s Miss Marplc. Little curiosity was 
expended on her. She died, and did not 
create any fuss by her dying either. 

The obituaries were brief, as brief as the 
funeral procession. These referred to the 
travails she had to undergo in her early 
career, the films she had starred in, her mar¬ 
riage to one who was, at the time the 
nuptials took place, aide-de-camp to the 
governor of the state, and her many philan¬ 


thropic gestures. None of the references was 
wrong; the mam story however remained un¬ 
told. It was a case of either selective amnesia 
or a delicately exercised social censorship. 

For Kanan Devi was, in the beginning, 
Kananbala, born on the flipside of society. 
No painstaking research could ever reveal 
who her father was. Those who wrote on her 
always carefully ely six. She had good looks 
and a good singing voice. It was still the 
early days for the industry; the Aims were 
still silent. The royal sum of five rupees was 
all Kananbala received for her first film role 
From then on, it was a long, hard slog for 
her. The glamour came later, the beauty and 
charm blossomed only with the years. In 
that phase she had to, literally, slave away. 
Her days and weeks constituted a glaring 
aspect of child labour What she nonetheless 
had in plenty, apart from her grit, was 
dignity. She was born in the wrong quarters, 
but she would not take insults lying down. 
Each humiliating treatment she received 
steeled her resolve i( was very much an Eliza 
Doolittle story in real life, but with a dif¬ 
ference. There was no Professor Higgins 
around, Kananbala was her own producer, 
she made the transformation into the per¬ 
sona of Kanan Devi on her own. True, a 
handful of kindly gentlemen, avuncular to 
the hilt, helped her on the way: some trained 
her in music, others tutored her on diction 
and gait. The basic talent was. however her 
own, and what catapulted her to stardom 
was her special genre of determination. It 
was an unusual cross of innocence with 
oomph. Her innocence, everyone who knew 
her during those years vouchsafed, was 
genuine; that innocence she retained even 
when she became nch and famous. The 
glamour was the product of the latent genius 
which she learnt to cultivate. She almost 
willed herself to reach the portals of 
brilliance. Beauty, oomph and dignity: the 
combination of the three was irresistible. As 
the talkies arnved, she became the instant 
heroine to millions. She spoke the dialogue 
in both Bengali and Hindi; she sang too in 
both Bengali and Hindi. The style was her 
own, and it captivated. Kananbala in a short 
while while became dysfunctional; Kanan 
Devi took over. 

Newspapers have obliterated from the 
pages of history what ought to be still 
regarded as her most significant achieve¬ 
ment. She was born Kananbala, on the flip 


side of society. She willed herself into being 
Kanan Devi. Next, she chose to smash the 
social barriers. She aimed high, very high, 
and shp brought it off. She married right in*, 
to Bengali aristocracy. She thereby got even 
with society. She entrapped the son of one 
who was widely known to'be the primmest 
of the prim amongst the high-falutin leaders 
of the Brahmo Samaj, Heramba Chandra 
Maitra, puritan par excellence, scholar par 
excellence, and principal of a college which 
was the citadel of Brahmo orthodoxy. As 
late as the early 1940s, ihe Brahmo Samaj 
was the general assembly for Bengal’s 
Cabots and Ixxlges. Legions of stories were 
afloat in Calcutta about Heramba Chandra 
Maitra’s conservatism and inflexibility. 
Kanan Devi’s targeting therefore had a touch 
of unbelievable brilliance. She must have 
hugely enjoyed ihe encounter; Bengali upper 
class prudery had its comeuppance. That, 
no question, was her outstanding triumph. 
Heramba Chandra Maitra's daughter hap¬ 
pened to be married to Prasanta Chandra 
Mahalanobis of D 2 Statistic, Mahalanobis 
Distance and Inter penetrating Sample fame, 
the founder of the Indian Statistical Insti¬ 
tute, and progenitor of the Mahalanobis 
plan model currently much reviled by free 
market lovers. By the magic of a couple of 
signatures at the marriage registrar’s office, 
Heramba Chandra Maitra, who was already 
father-in-law to P C Mahalanobis, became 
the father-in-law of Kanan Devi as well. 
Bengalis only retrospectively realised the 
significance of Anno Domini 1941: in 
January of that year, Sjjbhas Chandra Bose 
slipped away to Germany, and from then on 
to the destiny of the Indian National Ar¬ 
my and the Battle of Intphal, and in 
December, Kanan Devi, nee Kananbala, 
became daughter-in-law to Heramba 
Chandra Maitra. Social history was shaken 
to its roots; society however got to know of 
this quake with a considerable time-lag. 

Kanan Devi ordained parallel lines to 
meet. No record, alas, exists how the union, 
not of two individuals as such, but of two 
disparate social categories, worked out in 
practice. Obviously it did not, for the 
marriage was formally ovn by the late 
forties. In her carefully done autobiography, 
Kanan Devi edited out all references to this, 
her first, marriage. Maitra's son was always 
self-effacing and circumspect. His sister. 
Rani Mahalanobis, was certainly not so. But 
even she, otherwise so chirpy in her com¬ 
ments on men and events, dexterously back¬ 
ed away from making any mention of Kanan 
Devi. As for Professor Mahalanobis, his im¬ 
perial hauteur would preclude the daringest 
ones from making enquiries the answers to 
which could have satiated their curiosity, it 
was, really and truly, the Mahalanobis 
Distance. 

Perhaps the twain did not meet. But 
whether it did or not, history had already 
been created. P C Mahalanobis and his wife 
were close to Rabindranath Tagore and 
Santimketan. Kanan Devi had thus succeed¬ 
ed in scaling the ultimate heights; upper 
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class Bengali culture was up for her grabs. 
Kananbala had made it. There were enough 
indications initially that she received some 
sort of acceptance, grudging or otherwise, 
from the circle of the hoity-toity she broke 
into. When, at the end of the second world 
war, Mahalanobis and his wife went on an 
extensive jaunt to Europe and the United 
States, Kanan Devi accompanied them. 
Mahalanobis chose to visit his alma mater, 
Cambridge; Kanan Devi was with him, 
sauntering inside the King's College chapel 
and along the Backs. Resident Indian 
students gawked at the sight, nor quite 
believing their eyes. Kanan Devi decided to 
return the compliments to her then brother 
in-law; she persuaded Mahalanobis to 
accompany her to Hollywood. The Los 
Angeles tabloids carried a brief news item: 
India’s glamour queen had visited the MGM 
studios, she was chaperoned by a statistician 
from Calcutta. 

Did that hurt Mahalanobis's ego? Was 
that trifle of an episode the beginning of the 
detumescence 9 None is any longer alive to 
unravel the true story. Kanan Devi dissolved 
her marriage with characteristic dignity; 
the gossip columnists had neither the oppor¬ 
tunity nor the courage to indulge in specula¬ 
tion. Perhaps the marriage was a non¬ 
success for a very specific reason. Kanan 
Devi was. despite everything, her mother's 
daughter. Hindu religiosity is organically 
linked to the mores which prevail in Bengali 
society's nether regions. Kanan Devi never 
got out of that particular mind-set; she, 
almost certainly, did not want to get out of 
it either. Brahrno sophistication could not 
reconcile with her brand of deity fetishism, 
and vice versa. Perhaps the Maitras and the 
Mahalanobises had their hang-ups, perhaps 
she had her own Conceivably there were 
more intimate, personal factors involved. But 
Kanan Devi, nee Kananbala, made her 
point: she was not one to be given the short 
shrift. 

When she contracted the second mar¬ 
riage, she had no further points to prove. The 
:stablishment had to take her presence in 
their midst for granted. She therefore opted 
for stability—and Bengali Hindu orthodoxy 
This was presumably her way of returning 
o her childhood. Those were lean times, 
tear-starvation times, her mother used to 
(croungc for some food and for some 
noncy; hemmed in by hopelessness, the 
nother dung tq the worship of deities; the 
lomesticated Hindu god, be it Siva or be it 
siarayana, would surely protect the mother 
ind the daughter front the hyenas prowling 
autsidc 

The slaughter, Kananbala, must have con¬ 
vinced herself that it was on account of the 
leity’s blessing that she could cross, one 
ifter another, so many hurdles in life and 
trrive where she did Soon after the second 
ttarriage, she began to withdraw from the 
imelight. She must have gone through a 
inversion of a sort. She was no longer the 
11m star, she look on a different identity, 
ihe became an extraordinarily religious- 


minded Hindu housewife; given to piety and 
neighbourliness. There was one Kananbala, 
but two Kanan Dcvis. The two Kanan Devis 
were as different as chalk is from cheese The 
glamour girl was gone; the vaguely kind¬ 
looking middle class lady took over. 

That perhaps provides the clue to the 
absence of emotion at her passing. Having 
achieved what she wanted to achieve, two 
score years ago Kanan Devi decided to get 
rid of the glamour girl in her. She thus 
became one of the earliest practitioners of 


THIRTEEN months of the minority govern¬ 
ment headed by Narasimha Rao are over. It 
is time, therefore, tollake stock of what the 
Narasimha Rao government has achieved, 
and what it has failed to achieve. 

To a considerable extent, the Narasimha 
Rao government has been able to bring, if 
not peace and tranquillity, at least a respite 
from unceasing countrywide unrest which 
had prevailed during the last few months of 
the V P Sing! regime, and the imminent, 
almost daily crisis in the balance of pay¬ 
ments that had characterised the stewardship 
of Chandra Shekhar. In fact, the imminent 
balance of payments crisis on June 1991— 
when Narasimha Rao took charge of the 
reins of government—are not only over, the 
country has a comfortable foreign exchange 
reserves position. As of writing, the official 
foreign exchange reserves of the country— 
held by the Reserve Bank of India (on July 3, 
1992)—stood at a reassuring Rs 16,350 crore 
as compared to Rs 2,536 crore on July 5, 
1991. No matter how these reserves have 
been accumulated, it is comforting to know 
that the government does not have to 
scrounge around from one day to the next, 
for foreign exchange funds required to meet 
import payments, or the demands of foreign 
depositors of foreign exchange to repatriate 
their deposits. (It may be recalled that it w»s 
these latter who had really occasioned thi 
balance of payments crisis in June 1991 
because the import compression achieved 


the right to die. The lady who was around, 
who would now and then attend meetings 
and seminars, or sit next to you with a 
benign smile radiating across her coun¬ 
tenance, had de-Iinked herself totally from 
her past. She was altogether a different per¬ 
sona. Kanan Devi strived equally hard to 
reach this final target in her career. She suc¬ 
ceeded; she became very ordinary. No 
flowers for ordinary ladies; they do not 
deserve a boisterous funeral procession 
either. 


during the Chandra Shekhar government 
had led to a near balance on merchandise 
trade account by June/July 1991; but the 
repatriation of foreign currency deposits by 
Non-Residents had exceeded Rs 5,000 crore 
in one year.) 

Also, on the positive side, somehow, the 
onslaught by rabid communal elements on 
the ticklish Babri Masjid-Ram Janmabhoomi 
issue, appears to have been stalled. One is 
not quite certain whether there has been 
some secret understanding, and if so with 
whom and of what kind. It is obvious that 
even the BJP leadership is unable to dis¬ 
mount the tiger it is riding, and at least some 
part of decision-making—and control over 
their followers—appears to have slipped out 
of its grasp, and the VHP is now calling the 
shots. At best, Narasimha Rao certainly ap¬ 
pears to have bought time; whether the brief 
respite can be used to really bring about a 
change in the ground situation remains to 
be seen. 

Basically, forces of communalism, fun¬ 
damentalism and reaction feed on three fac¬ 
tors. One is endemic backwardness, lack of 
education and lack of a broader perspective. 
The second is rampant corruption and abuse 
of power by a ruling elite which generates 
a revulsion among the people against the 
norms advocated by those in power. The' 
third is the ambition of unscrupulous peo¬ 
ple who seek to find some way to attain 
leadership of a section of people to attain. 


RANDOM REFLECTIONS _ 

One Year of Narasimha Rao 
Government 
A Balance Sheet 

A run Ghosh 

The Narasimha Rao government’s economic policies have 
not brought any promise of harmony and progress to the 
Indian economy. However, there has been some respite from 
the countrywide unrests and BoP crises of the earlier 
period. 
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political clout and power. The corrective to 
three forces edit for > long-term endeavour, 
at spreading development, education, and 
most importanly, greater equality in econo- 
mic conditions among different sections of 
the population; and these are not short-term 
goals, they go back to the roots of the social 
* and economic programme of development. 

As a result, whether the respite obtained 
is likely to prove transient or lead to a long¬ 
term solution remains to be seen. In the 
above context, if Narasimha Rao succeeds 
in defusing a potentially explosive situation, 
he would certainly merit high honours. 

The Narasimha Rao government also ap¬ 
pears to have bought time in Assam, though 
here, its strategy does not appear to have any 
scope for a lasting solution. The same may 
be said of Punjab even more strongly. Elec¬ 
tions have been held in Punjab after nearly 
five years, but in the process, the divide bet¬ 
ween the Hindus and Sikhs appears to have 
widened An election where only some 20 
per cent of the electorate casts valid votes, 
where the voting in the rural areas is less 
than 10 per cent—where in the past, there 
used to be a turnout of more than 60 per 
cent—where the common people of one 
community see the election as a farce, can 
at best be described as an exercise in futility. 
Worse, it can only further alienate the Sikh 
psyche from the mainstream of Indian 
thought. 

The situation in the state of Jammu and 
Kashmir remains as bad as ever, maybe 
worse. Increasingly, the local populace ap¬ 
pears to be more and more alienated, with 
little scope for a dialogue between Delhi and 
the people of the state Why New Delhi does 
not wish to giant genuine local autonomy, 
and empower the people to run their own 
local affairs, is a nAystery. J and K has one 
of the most forward-looking Panchayat Raj 
Act. If local development could be entrusted 
to local institutions, if the central assistance 
currently being funnelled through the 
bureaucrats in Srinagar were to be passed 
on for local development to locally-elected 
panchayats, it could bring about a material 
change in the attitude of the perennially 
restive population which has known only 
army rule. The same goes for Assam, and 
a number of other places. But then, this 
would involve devolution of authority; it 
would imply trusting the people That is cer¬ 
tainly not going to be looked at with favour 
by the ‘forces of internal security'. We have 
ourselves created a monster which now dic¬ 
tates to us what should be done Externally, 
the relations with China appear to be getting 
better, and the most encouraging sign is the 
resumption of border trade with that coun¬ 
try. Relations with both Nepal and Bangla¬ 
desh appear to be better. This is certainly 
a welcome sign, though the stand-off bet¬ 
ween Pakistan and India continues for 
reasons internal to both countries. 

There are some questions as to the basics 
of India’s foreign policy, especially in rela¬ 
tion to west Asia, but we need not go into 
those 

On the economic front, from July 1991, 


the Narasimha Rao government has embark¬ 
ed on a two-pronged policy of ‘stabilisation’ 
and of ‘structural adjustment’. Stabilisation 
has to do with the restoration of macro- 
economic balance in the economy by con¬ 
taining the budgetary deficit, which could 
lead to the dampening (and elimination) of 
inflation. Unfortunately, the Narasimha Rao 
government has failed to achieve macro- 
economic balance after two successive 
budgets, one in July 1991 and the other in 
February 1992. The stabilisation effort has 
been half-hearted and in the wrong direc¬ 
tion. Inflation, even in terms of the whole¬ 
sale price index is still II per cent (on an 
annual point-to-point basis). In terms of 
consumer prices—for which data become 
available only with a considerable lag— 
inflation for most households has been of 
the order of 20 to 25 per cent, for the poorer 
people even more. Even in terms of whole¬ 
sale prices, cereals prices have gone up by 
31.4 per cent during the year ended June 
1992. As per The Economic Times (New 
Delhi) of July 29, 1992, the central govern¬ 
ment’s budget deficit had increased—in a 
matter of three-and-a-half months (from 
3.04.92 to 17.07.92)—from Rs 4,774 crore to 
Rs 14,946 crore; and the government’s 
dependence on RBI credit from Rs 3,847 
crore to Rs 9,153 crore. The budget deficit 
already exceeds the deficit envisaged for the 
full year ending March 1993. 

The reasons are not far to seek. In the 
1992-93 Budget, the central government 
abolished the wealth tax on financial assets, 
and reduced direct taxes, for both indivi¬ 
duals and corporate entities, as well as the 
tax on capital gains. No effort was mounted 
to trace, and to tax black (tax-evaded) in¬ 
comes. The deduction of interest tax at 
source—which sought to tax some part of 
tax evaded income—was given up. Talk of 
saving on government current expenditure 
has remained mere talk; the only cuts im¬ 
posed are on social development—like 
education, health, drinking water supply— 
and on investments for infrastructure 
development and key intermediates. 

Meanwhile excise duties, railway freight 
rates, and administered prices of key inter¬ 
mediates like coal and steel have been raised. 
Expectedly, costs have risen all round, while 
demand has generally slumped leading to 
cutbacks in production by many industries 
and stagnation of overall industrial produc¬ 
tion. The situation for the really poor has 
been made fearful by the cutback on 
employment opportunities. There has been 
increasing unemployment and loss of jobs 
in the informal manufacturing sector. It is 
known that the output of organised industry 
has remained stagnant; and with credit (for 
small businesses) not available at all—or 
available at extortionate rates, with interest 
rates ranging around 2$ per cent (when 
available at all)—there have been widespread 
closures of small businesses. While the focus 
of political parties and the trade unions has 
been on employment in the organised sector, 
the cause of the small-scale/informal sector 
has gone unrepresented. There have been 


reports of starvation deaths of handloom 
weavers in Andhra Pradesh, and lately of 
tribals in Orissa. 

Three features of the programme of 
‘economic restructuring' need to be noted. 
First, there have been few major new invest¬ 
ments in industry, so that there is not even 
the possibility of any relief in the future on 
the employment front. Even the existing 
capacity of major capital goods industries 
is not being fully utilised. The government 
has no resources to place orders for new 
equipment even in sectors like power or ships 
or even railway equipment, and the capacity 
created earlier for the manufacture of capital 
goods remains unutilised. At the same lime, 
we are importing the same equipment (that 
we could have manufactured economically 
within the country) against ‘tied’ aid pro¬ 
grammes. Thirdly, in the name of competi¬ 
tion, impoits are being liberalised, so that 
import intensive elitist consumer goods in¬ 
dustries are the only ones showing any in¬ 
crease in production. However, the resultant 
increase in imports, coupled with a slacken¬ 
ing of exports has led to a widening deficit 
in the current account of the balance of 
payments. 

There is some evidence (hat the terms of 
trade have been moving against India, 
especially in the matter of primary products. 
This has been the result of the combination 
of policies adopted, the sharp devaluation 
of the rupee being the major causal factor. 
As a result, we have been exporting larger 
volumes, and earning less (or at best the 
same amount of) foreign exchange 

One of the insidious developments over 
the past year has been the slackening of the 
‘stabilisation’ programme The heavy reli¬ 
ance on external assistance to tide over the 
fiscal imbalance—required by the direct tax 
concessions and consequent loss of revenue, 
coupled with measures like the reduction of 
the Statutory Liquidity Ratio of banks in 
the name of ‘liberalisation’ and of ‘structural 
refonn—has led to increased reliance on ex¬ 
ternal savings, and thereby continued laxity 
of internal discipline, and the absence of a 
determined effort to balance the budget. 
There has been little effort to cut inessen¬ 
tial (and wasteful) public expenditure. The 
objective of import liberalisation is osten¬ 
sibly to improve the competitiveness of the 
manufacturing sector. But the attempt to 
‘globalise’ the Indian economy in the next 
few years—in the background of the general 
lack of education and of skills—will help 
only some 5 to 10 per cent of the population. 
In an attempt to globalise the economy 
rapidly, the pronounced policy has been to: 
(a) permit freer capital import, (b) deregulate 
the financial sector, and (c) not only deli¬ 
cense the setting up of new industry but also 
have a freer import trade regime (using the 
technique of devaluation to make imports 
more expensive). 

The result of the above policy mix has 
been quite different from what the policy¬ 
makers probably intended. Capital imports 
have been primarily of the nature of short¬ 
term capital, which carries with it the danger 
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of capital flight at short notice, apart from 
the'cost of the capital being high. The 
deregulation of the financial sector has led 
to the biggest bank fraud and Stock Market 
‘scam’ in Indian history, which is likely to 
be a setback to the growth of the capital 
market on healthy lines. As far as the exter¬ 
nal debt of India is concerned, as per the 
World Debt fables (published by the World 
Bank), India's external debt as of December 
1990 stood at S 70.1 billion. This figure 
somehow misses out Non-Resident deposits 
in foreign currency, which were $ 5.5 billion 
in December 1990. Adding approximately 
another S S billion as the net addition to ex¬ 
ternal debt between January 1991 and June 
1992, India’s external debt, in July 1992, 
would be seen to exceed $ 80 billion. And 
with our need for ‘extraordinary external 
financing' of the order of $ 3 to 4 billion 
a year over the next lew years -as per the 
finance minister’s own statement- it is diffi¬ 
cult to see how the Indian economy would 
suddenly start generating a surplus on the 
current account of the balance of payments 
from the end of 1994 when repayments to 
the IMF commence. 7 he continued depen¬ 
dence on external borrowing, therefore, is a 
distressing sign that the ongoing policies 
may not be quite favourable to the country. 

That is why the slackening of ihe stabilisa¬ 
tion programme, in favour of the opening 
up of the economy and of forcing Ihe pace 
of ‘globalisation’, appears to be a self- 
defeating exercise. 

The economic reform programme fails to 
recognise the connection between the equali¬ 
ty of domestic savings and domestic invest¬ 
ment, and the stability and viability of the 
economy. The economic programme of the 
Narasimha Rao government is likely to 
enmesh the country into a deep and unend¬ 
ing mire of dependence on external aid, and 
therefore to policy dictates of international 
finance capital. 

When one talks of ‘restructuring’ the 
Indian economy, one needs to ask: what 
kind of restructuring do we need in India? 
As per the 1991 census, 48 per cent of (he 
population above the age of seven is illiterate 
in India. As per the 1987-88 National Sample 
Survey, 43 per cent of the entire population 
was below the poverty line. Assuming this 
percentage to have remained unchanged, and 
assuming the population of India in July 
1992 to be of the order of 870 million, as 
many as 364 million persons may be said to 
subsist below the poverty line. Give or lake 
10 per cent from this figure, and the popula¬ 
tion below the poverty line would range bet¬ 
ween 330 and 400 million. 

The standards of health, of nutrition, of 
sanitation,.of housing and other amenities 
(like the availability of clean potable water) 
are abysmal for ihis segment of the popula¬ 
tion. As indicated earlier, nearly half the 
population is illiterate. 

The ‘structural adjustment* of India ig¬ 
nores the problem of upgradation of this 
vast mass of humanity, and focuses only on 
a small pan of the population which is keen 
to attain the standard of living of the af¬ 


fluent sections of the population in Europe 
and America. This has led to a neglect of 
the real problems of the Indian economy, 
with focus on the financial sector, and its 
growth (to symbolise the success of the 
policy of restructuring). The consequent 
divorce of the financial sector from the real 
economy has led to the large-scale ‘scam’ in 
Ihe Slock Market, fuelled by government’s 
economic policies and aided by bank fraud. 

To conclude, one should ask oneself; to 
what extent have the policies of ‘economic 
reform’ introduced by the Narasimha Rao 
government led the country nearer the goals 
set out in the Directive Principles of State 
Policy, in particular. Articles 39, 43, 45 and 
47 of the Constitution. Article 39 of the 
Constitution enjoins the state to “direct ns 
policy towards securing” the objectives 
outlined below, and the structural reform 
policy of the Narasimha Rao government 
needs to be adjudged in relation thereto, (a) 
(hat the citizens, men and women equally, 
have the right to an adequate means of 
livelihood. This is not even a pari of the 
objective of structural reform; (b) that the 
ownership and control of material resources 
of the community are so distributed as best 
to subserve the common good. The policies, 
in fact, are geared to achieving the opposite; 
(c) that the operation of the economic 
system does not result in the concentration 
of wealth and means of production to the 
common detriment. Again, the policies aYe 
geared to achieving the opposite; in fact, (he 
taxation policy is only one of several in¬ 
struments of policy which are calculated to 
increase the concentration of income and 
wealth and of command over the resources 
of the community by a few to the common 
detriment. 

Among the many other clauses/sub- 
clauscs of the Constitution flouted by the 
ongoing reform programme, one must men¬ 


tion at least two more. Articled) of theCon- 
stitution says that “The state shall endeavour 
to secure, by suitable legislation or economic 
organisation or in any other way, to all 
workers, agricultural, industrial or other¬ 
wise, work, a living wage, conditions of 
work ensuring a decent standard of life .. 
(emphasis added). The present economic 
policies are not only wholly unconcerned 
with this objective, the reform programme 
is clearly likely to lead to unemployment 
(and has been admitted to be so by the 
authorities. Numerous 'safety nets’ are being 
talked about but nothing has been done so 
far to alleviate the misery attendant on in¬ 
voluntary unemployment.) faext, Article 45 
of the Constitution promises free and com¬ 
pulsory education up to the age of 14 within 
10 years (of the commencement of the 
Republic); and the structural reform pro¬ 
gramme docs not even address this problem, 
in fact, the allocation for education his been 
cut 

Other sections of the Constitution deal 
with the problems of nutrition and health, 
care of the mother and the child, care of the 
weaker sections of the population. These are 
the areas that call for a structural change in 
the economy. The present reform policies 
aim at the ‘globalisation’ of only some 5 to 
10 per cent of the population.. 

Thus, in the period of approximately one 
year, the Narasimha Rao government has 
only brought the country nearer an econo¬ 
mic precipice. On the political front, the 
government has essentially bought time; 
though in some areas, especially in our rela¬ 
tions wiih neighbouring countries, there have 
been some positive gains. However, the 
economic policies of the present government 
have not brought any promise of lasting 
peace, harmony and progress of the Indian 
economy 
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COMMENTARY 


Communal Riots in Ahmedabad 

Asghar All Engineer 

The BJP had earlier—during the Janata Dal regime—formed an 
alliance with Chimanbhai Patel. However, after all the turns and 
twists, Chimanbhai Patel ended up with the Congress leaving the 
BJP high and dry. The BJP is using the communal card against 
the Chimanbhai Patel ministry as it did earlier against the Solanki 
ministry. The riots which erupted in Ahmedabad on July 2 and 
in some other places thereafter, should be seen in this light. 


AHMEDABAD is so riot-prone that it is 
no news if another riot breaks out there 
as it did on the eve of Lord Jagannath 
Rath yatra on July 2, 1992 devouring a 
number of innocent lives and destroying 
property worth crores of rupees. Any 
excuse is good enough for riots to break 
out in Ahmedabad in particular, and in 
Gujarat, in general. Certain areas of 
Gujarat and particularly south and cen¬ 
tral Gujarat have become super-sensitive, 
communally speaking. There are a 
number of reasons for this. Some reasons 
are peculiar to Gujarat and Ahmedabad 
in particular, others have general validity 
for the country as a whole. 

Any country which is poor and back¬ 
ward but undergoes economic develop¬ 
ment with scarce resources at its com¬ 
mand throws up acute social tensions 
which might assume different forms 
depending upon .the specific situation. 
These tensions might erupt either in the 
.form of class tensions or in the form of 
regional, linguistic, caste or communal 
ones. Thus India which is undergoing 
economic transformation with acarce 
resources has been experiencing all forms 
of social tensions. We are experiencing 
regional tensions and violence in Punjab, 
Assam and Kashmir. The Bodo and 
GNLF will also fall into this category. 
Similarly acute tensions had built up 
earlier in Telengana in Andhra Pradesh 
and Vidarbha and Marathwada in 
Maharashtra. 

Caste tensions too are very sharp in 
various parts of the country. Hundreds of 
low caste Hindus are killed every year in 
the country. The low caste Hindus or 
dalits agitate for their rights—both 
economic and political—and pay dearly 
for their struggles as the upper caste 
Hindus are not prepared to give up their 
privileges. The dalits either demand land 
or higher wages and are punished by high 
caste landlords. Communal tensions too 
fall into this category though apparently 
religion is made to play a crucial role. In 
fact one religious group which holds all 
the privileges refines to part with it and 


the conflict ensues. Muslims as a minority 
feel discriminated against, seek protection 
for their religion and culture. The privileg¬ 
ed upper caste Hindus feel agitated about 
these demands and accuse the minorities 
of alienating themselves from the national 
mainstream. 

The process of development, uneven as 
it is, sharpens conflict between primordial 
identities and feelings. As these feelings 
have high mobilising power, different caste 
and communal groups use them and 
hence we see assertion of these identities 
all around. Even most primitive rituals 
and dogmas are revived in order to assert 
these primordial identities. The rising fun¬ 
damentalist movements should also be 
seen in this light. As Islamic fundamen¬ 
talism raises its head in almost all the 
Islamic countries, Hindu fundamentalism 
has also aggressively arisen in India. Hie 
fundamentalists are using Ram Janma- 
bhoomi issue to revive atavistic sentiments 
among the Hindus. For the BJP this issue 
has become the most important one, 
though other economic and political 
issues have not been totally sidelined. 

The Ram Janmabhoomi controversy 
has naturally raised the communal 
temperature throughout the country par¬ 
ticularly in Gujarat where the BJP is also 
making a serious bid for power. Thus the 
July 2 riots in Ahmedabad was a by¬ 
product of the BJP politics today in the 
country. 

Gujarat is becoming communally very 
sensitive for a number of reasons. It has 
been the rightist stronghold since 
independence. The Swatantra Party 
formed by Rajaji in the 60s found ready 
acceptance by the Gujarat feudal*. The 
Patels, themselves a rising caste since 19th 
century, are socially and economically 
quite ambitious and more often than not 
use religion to fulfil their ambitions. The 
dynamics of development in Gujarat, 
both in rural and urban areas, have 
favoured the Patels. The rajputs, who 
mainly constituted the ruling class,-were 
sidelined and their efforts to revive their 
lost power through the Swatantra Party 



did not fructify. The rajputs are counted 
among the backward castes in Gujarat. 

The Patels began using every available 
avenue to occupy positions of power add 
privilege When the erstwhile Jana Sangh 
tried to establish a foothold in Gujarat, 
it found a ready response among a sec¬ 
tion of the Patels. The Jana Sangh also 
used 1969 riots for its growth. As there 
was Hitendn* Desai ministry at that time 
which owed its allegiance to the Con- 
gressfO), also opposed to Indira Gandhi’s 
Congress, Jana Sangh found in it a good 
temporary ally in it. The 1969 riots in 
Gujarat were exploited to the hilt, by the 
then Jana Sangh to spread its roots in 
Gujarat. 

Also, whenever the Patels were left out 
in any power structure, they used the caste 
or communal card to dislodge that struc¬ 
ture. When the Solanlri government came 
to power in Gujarat with the help of 
KHAM (kshatnya, harijan, adivasiS and 
Muslims) formula the Patels launched 
first a caste agitation which turned into 
a communal one as Solanki suspended 
backward caste reservations. Communal 
violence continued for more than a year 
until the Solanki government resigned and 
Amarsingh Chowdhry took oyer. This 
prolonged caste violence, primarily to em¬ 
barrass the Solanki government, also 
greatly benefited the BJP. During this 
period it further consolidated its hold in 
Gujarat. Also, as a result of this Gujarat 
became more and more communally sen¬ 
sitive and communal violence became 
endemic in the state. 

There is yet another factor which can 
be termed as an offshoot of the develop¬ 
ment process. Gujarat has its own record 
in economic development, particularly in 
centres like Ahmedabad, Surat and 
Baroda. South and central Gujarat on the 
whole had much better economic, parti¬ 
cularly industrial growth, compared to 
other parts of India. Such growth was not 
without its own side effects. It threw up 
a large number of criminals and anti¬ 
social elements. There being total prohibi¬ 
tion in Gujarat, maqy of them resorted 
to bootlegging. Powerful gangs, some 
controlled by Muslims and some by 
Hindus, came into being. Crime was not 
only politicised but was also cotnmunalis- 
ed. Inter-gang rivalries now often lead to 
serious communal dashes. These rival 
gangs are also sought to be patronised by 
rival political parties. It is alleged that 
some gangs led by Latif and others have 
sought the Congress patronage while 
some other gangs led by Hindus are seek¬ 
ing the BJP patronage If true and it 
seems to be it has very serious conse¬ 
quences for the communal situation in 
Gujarat. 
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Currently gang wars are going on in 
Ahmcdabnd. According to The Times of 
India (Bombay, August 5, 1992) a gang 
war is going on between Sharif Khan 
Paihan and Hansraj Trivedi. The TOI 
report says, “The investigation into yester¬ 
day's [i e, August 4] shoot-out at Odhav 
in Ahmedabad has revealed that Sharif 
Khan Pathan, one of the top most outfit 
of gangsters and hired-killers of Bombay, 
and a close associate of latif, had 
allegedly led the group of assailants who 
shot dead eight persons, including the 
alleged notorious underworld don, 
Hansraj Trivedi, and injured three per¬ 
sons. .. The investigations also revealed 
that Latif wanted to settle the score with 
Hansraj for the past six years Hansiaj, 
who was earlier associated in bootlegging 
with notorious anti-socials like Munna 
and Shabbir Khan of Bapunagar and Anil 
Patel and Jasbirsingh Jode of Amraiwadi, 
was not supporting the liquor business of 
Latif!’ Again the August 7 leport of The 
Times of India ( Bombay) under the 
headlines 'Renewed (Sang Wars in 
Ahmedabad’ says, " I he main reason why 
Latif cannot be arrested is the nourishing 
liquor business in the state. All the 
bootleggers have ciose links with the 
ministers, Mf\ MLAs and councillors of 
their choice, who always reportedly rise 
to the occasion to bail the bootleggers out 
of trouble (emphasis added). 

Thus the BJP is using the communal 
card to sway the Hindu voters—including 
backwards and dalits in its favour. Any 
religious occasion is turned into political 
opportunity by the BJP. It has been in¬ 
creasing its strength both in the Gujarat 
state assembly and m the Lok Sabha with 
representatives from Gujarat It is clearly 
aiming at capturing political power in 
Gujarat as it did in I. P. 

Ii had cmI ici —during the J.tn.u.i Da! 
regime—toiined an alliance with < Inman 
bhai Patel. Howevet, aftei all the turns and 
twists, Chnnanhhai Patel ended up with the 
('ongress leaving the BJP high mid div 1 lu¬ 
mp is using ihe communal card against the 
<‘hniKinhh.il Paid ministry as it did eailicr 
against the Solanki ministry. The nots 
which erupted in Ahmedabad on July 2 and 
in some other places thereafter, should be 
seen in this light The R*P is now out to 
finbanass the I*atel ministry. And for the 
BJP communal violence oilers a double ad 
vantage it embarrasses the government and 
also widen-, the par tv base among the Htn 
dus. 1 he Sluv vna also spread iiselt in 
Maharashtra In engineering communal 
violence in a number ol towns like Nashik. 

I‘anvel, Amravaii, Amaugabad, etc 

Baroda has also become extremely sen¬ 
sitive communally and erupts time and 
again. One of the erstwhile cabinet 
ministers belonging to the BJP contested 


Gujarat assembly elections from here and 
he wanted to make it a safe constituency 
for himself and the BJP. Of course in 
Baroda too, a host of other factors exacer¬ 
bating the communal situation exists, in¬ 
cluding the existence of bootlegging gangs 
led by Muslims and Hindus. Baroda is 
also a fast developing industrial and com¬ 
mercial dty. An expanding city has its own 
load of lumpen elements as it attracts 
people from rural areas in search of jobs 
many of whom fail to get any and land 
up with criminals or form their own 
criminal gangs. 

The riots ol early July should be seen 
against this backdrop. Many obsei vers 
and analysts of the Gujarat political scene 
also felt that the BJP had an eye on the 
forthcoming municipal elections m many 
cities and towns in the state like 
Ahmedabad, Surat, Baroda, Rajkot, etc. 
According to these observers the BJP felt 
that engineering communal violence 
would benefit it in these elections. 
The Shiv Sena in Maharashtra too had 
engineered communal violence during 
1984 on the eve of municipal elections and 
it was on the question of mayoral election 
in Aurangabad later that communal 
violence broke out on a large scale 

Writing on the July 2 riots in 
Ahmedabad, Ashraf Sayed of The Times 
of India says, “.. .the main characters have 
not changed. Anti-social elements, par¬ 


ticularly bootleggers, still play a major 
role in connivance with the police, politi¬ 
cians and religious bigots. There was a 
time when the Congress was suspected to 
be the mam culprit. Now it is the turn of 
the Bharatiya Janata Party (BJP), with its 
blatantly Hindu card designed to instil 
fear in the minds of the minority com¬ 
munity;’ 

The police had taken action against 
bootleggers led by Latif just the night 
before the procession of Lord Jagannath 
on July 2 which sent communal tension 
soaring in the Daryapur locality. Many 
believe that the violence that erupted next 
day during the yatra was a sequel to this 
action on the part of the police and that 
this was done deliberately to incite com¬ 
munal violence. However, it is difficult to 
corroborate whether the action taken by 
the police against the bootleggers in the 
area was with a deliberate design. This 
theory assumes that the bootleggers threw 
stones on the rath yatra and all hell was 
let loose in Ahmedabad. This again is dif¬ 
ficult to corroborate. There is no doubt 
that the anti social and bootleggers played 
a role But it seems to have been played 
in a different way. As pointed out earlier 
there are some gangs patronised by the 
BJP which are sworn enemies of the ones 
led by Latif. The riot might break out for 
political reasons but it is often convenient¬ 
ly used as a cover by these criminal gangs 
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for their own purposes, to settle their own ference in Ahmedabad after the riots how 


scones. This is what seems to have hap¬ 
pened on July 2 too. 

The riot broke out in Dariapur area of 
Prem Darwaza at about 4 pm. The pro¬ 
cession of Lord Jagannath was being led 
by 15 elephants and it had 108 trucks and 
besides these there were 25 *akharas’, and 
25 bhajan ‘mandlis’. Alongwith each truck 
the administration had posted one sub- 
inspector and four constables. TWo air¬ 
force helicopters were also deployed to 
keep watch. Also on top of houses in 
Dariapur, Kalupur and Shahpur police 
were posted with telescopes to keep vigil. 
But with all this elaborate ‘bandobusf 
riots could not be prevented as some peo¬ 
ple were bent upon engineering communal 
violence: All the trucks in the procession 
were cleared by the police as well as by the 
Jagannath temple committee after proper 
screening. But it is alleged that the VHP 
leader L K Lodha mysteriously brought 
in several more lorries (some say 15 while 
others maintain that there were only two) 
and these lorries allegedly carried stones, 
lathis and other weapons which were 
freely used for rioting. 

It is difficult to ascertain who threw 
stones first. The BJP and VHP leaders 
allege that it is Muslims who threw stones 
and bombs on the procession. However, 
Ajaz Patel, general secretary, Gujarat 
Yuva Janta Dal, explains it somewhat dif¬ 
ferently. According to him when the pro¬ 
cession entered the Prem Darwaza area 
of Dariapur at about 4 pm the BJP 
municipal corporator Bhammibcn Patel 
signalled one of the ‘mahavats’ by her 
hand to stop and asked what happened 
as did the BJP MLA of Kalupur Bhupen- 
dra Khatri. The mahavat said stones were 
being thrown on the procession from the 
Muslim area. Then Khatri is reported to 
have stopped the yatra and said it would 
not proceed further. 

According to Ajaz Patel not a single 
stone was thrown till then. It was only a 
ploy to stop the yatra. Now the Hindu 
youths in the yatra began to shout anti- 
Musiim slogans: (1) Jay Ranchod, Miya 
chor (Long Live Ranchod, Muslims are 
thieves), (2) Jai Ranchod, Bandiya chor 
and (3) Jay Ranchod, Miya madar chod 
(Muslim is mother-fucker). The slogan 
shouting went on for quite sometime and 
according to Ajaz Patel, Muslims were 
provoked into throwing stones and petrol 
bombs. The BJP-VHP volunteers then 
started throwing stones and bombs on 
Muslims and soon looting, burning and 
stabbing began. There is yet another 
theory that Muslims did not throw stones 
on the procession but it all started from 
the procession itself. The stones and lathis 
were brought in by the unauthorised 
lorries which mysteriously sneaked into 
the yatra. It is true that even L K Advani 
could not explain during his press con- 


these unauthorised lorries came to be in 
the procession. Whether the Muslims were 
provoked into throwing stones as a result 
of abusive slogan-shouting by the proces¬ 
sionist or stones were thrown by the yatris 
themselves is not the most important 
aspect of the riot. It is only a sparking- 
off point. 

There is no doubt that the riots, as 
usual, were pre-planned. Rumours were 
systematically spread that the Muslims 
have stoned the procession and riots 
started simultaneously in many areas of 
Ahmedabad. According to Nachiketa Desai 
of The Telegraph communal holocaust 
spread to Madhupm, Shahpur and even 
in the posh areas of Ashram Road. The 
police, it is alleged, sympathised with the 
rioters. For about five hours on the night 
of July 2 the administration was nearly 
paralysed. During that lime the rioters 
burnt about 200 shops belonging to the 
Muslims. Imtia/ Sheikh, a shop-keeper 
from theShahpui locality said that when 
the rioters were attacking us the police was 
with them. He also said that the police 
was firing from the roofs of buildings 
nearby. His shop was also looted. On 
Ashram Road a Rata shop belonging to 
a Hindu was burnt down because its 
manager was a Muslim. That night of the 
300 shops looted and burnt, 297 belonged 
to Muslims. The three shops belonging to 
the Hindus were gutted only because they 
were adjacent to Muslim-owned shops. 
The heavy police bandobast which was 
meant to prevent outbreak of violence in 
fact turned against Muslims. On the very 
first day seven people were killed, three 
in police firing including one CRPF jawan 
and four in stabbings. It was rumoured 
that the CRPF jawan was killed in firing 
by Muslims but later it was established 
that he was caught in the cross fire by the 
police and killed. 

More violence erupted when the VHP 
gave a call for a Gujarat bandh on July 4 
to protest against stoning of procession 
of Lord Jagannath. During the bandh 
violence broke out in other places like 
Sidhpur where two persons were killed 
and Surat wherein one person was stab¬ 
bed to death. The toll in the Ahmedabad 
riots had mounted to 14 by July 3. At least 
six more people were killed on July 3 and 
at least 27 were injured. Most of the 
deaths took place in police firing, stab¬ 
bings and group violence. Four people 
were killed in police firing and one by 
stabbing with the situation taking a 
serious turn despite the deployment of 
heavy police, CRPF; SRP and home guard 
contingents. Of the total 135 injured, one 
person succumbed to injuries on the mor 
ning of July 3. 

Many prominent Muslims including 
some advocates and others told us that on 


July 2 itself many miscreants attacked 
Miyawada and a mosque as well as the 
‘dargah’ of the famous Sufi saint 
Mehmudmiya Chishti from the terraces of 
high buildings and Jain Derasar of 
Chunara’s Khancha by throwing burning 
rags and acid bulbs, bottles and stones. 
The mosque and dargah were badly 
damaged. They were also shown to 
L K Advani when he visited Ahmedabad, 
According to these Muslims rath yatris 
attacked Champa Masjid of Shahpur 
Chakla and looted two bakeries, one 
washing company, two shoe-shops, as well 
as five other shops and houses. They also 
burnt down a Maruti van, a scooter and 
15 bicycles, all belonging to Muslims. 
These Muslims also maintained that some 
VHP volunteers, right in presence of their 
leaders, shouted highly provocative 
slogans like “Children of Tipu Sultan 
bring your Ruqayyas, our Ram and 
Laxman are coming to—them.” Not only 
that, a lew VHP volunteers stripped 
themselve- before some Muslim women 
who were standing in balconies to see the 
rath yatra. 

During the Gujarat bandh two persons 
in autorickshaws were burnt alive in 
Amraivadi. Both were Muslims. The chief 
minister Chimanbhai Patel also described 
this incident as most shameful. Also one 
officer of the Indian Oil Corporation was 
dragged out of his house in Naranpura 
locality, killed him and threw his body 
from second floor. One more Shocking in¬ 
cident took place in the Gomtipur labour 
locality where a woman was hanged. Also 
in Khanpur area four people, including a 
10-year-old girl were killed in unprovok¬ 
ed police firing. Of those killed in 
police firing more than 70 per cent were 
members of the minority community. The 
police as well as the local Gujarati press 
displayed a communal bias. 

The BJP-VHP had planned to take out 
another rath yatra apparently because the 
earlier yatra could not complete its course. 
But the pujaris of Jagannath temple 
themselves opposed the idea and this plan 
did not materialise. One does not know 
what would have happened if the yatra 
had been taken out once again. The 
Muslims decided not to take out the tazia 
procession on July 12. That too was a wise 
decision. It could have been disastrous in 
a tension-ridden situation. 

Jinabhai Darji, a prominent Congress 
leader, Rauf VaJiullah, Congress(l) general 
secretary and Vadilal Kamdar, after 
preliminary inquiries have also concluded 
that the police showed anti-Muslim bias. 
What a shame that religious festivals are 
turned into death dances by communalists 
for petty political gains. These should be, 
as they were before, occasions of Hindu- 
Muslim participation and celebration. But 
it seems to be a distant dream now. 
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Rising Prices of Indian Drugs 

Wiahvu Rant 


The generalised price rise in pharmaceutical products in the last 
year or so is particularly significant because it is sharpest for 
drugs which are extensively used and for long periods. 


of depression. The prices of antidepres¬ 
sants have however shown little increase 
Doxetar 10 mg tab (33.90 per cent), forte 
(48.4$ per cent), Primox 23 mg tablet 
(57.14 per cent), and Prothiaden 23 and 
73 mg tab (34.07 per cent). 

The most commonly used anti-emetics, 
anti-convulsants and rigidity and tremor 
control drugs have shown appreciable rise 
Though anti-emetics are used occasionally, 


IN the last one to one and half year there 
has been a generalised price rise in almost 
all the drugs. For convenience, only rises 
of over 30 per cent are noted, but that 
does not mean that there is no rise in other 
products. The prices are compared from 
the products, packs and rates given in 
MIMS of July 1990 and May 1992. 
Almost all the products required for 
gynaecological and obstetrical products 
have shown a marked rise in price. 

Duphaston, Fartlutal, Fetugard, 
Primolut-N are hormone products in¬ 
dicated for primary dysmenorrhoea, 
threatened abortion or habitual abortion, 
endometriosis, infertility due to inade¬ 
quate luteal phase premenstrual syn¬ 
drome and as adjunct to oestrogen 
replacement therapy. Fartlutal, Fetugard, 
and Primolut-N are the products indicated 
in emergencies such as, abnormal uterine 
bleeding, raenorrhogia, metrorrhagia and 
threatened abortion Prcmarin is indicated 
for natural or surgical menopause, osteo¬ 
porosis, prostatic carcinoma. Ovral and 
Ovral-L are widely used oral contracep¬ 
tives. Pitocin is the only oxytocic agent 
available for stimulation or acceleration 
of labour, post partum haemorrhage and 
for management of missed/incompletc 
abortion and for uterine inertia. Pergonal 
is follicle stimulating and leutenising 
hormone and Pvofasi is human chorionic 
gonadotrophin hormone indicated for 
anovulatory infertility, hypogonadotrophic 
hypogonadism in males and females. One 
can thus see that most of these products 
are widely used in women. 

These drugs (see fable 2) are commonly 
used for vulvo vaginal candidiasis, 
tricomoniasis, trichomonas vaginitis, non¬ 
specific vaginitis, mixed vaginal infections 
and infective leucorrhoeas. 

Analgesics and antipyretics prices have 
not increased appreciably, but a few pro¬ 
ducts do show a rise and Crocin, the most 
widely used brand of paracetamol for 
paediatric use shows a rise of 37.26 per 
cent. The other products that have shown 
an appreciable rise are Cyclopam tablets 
33.28 per cent, drops 73.13 per cent, For- 
tagesic tablets 97.75 per cent, Fbrtwin and 
Soscgon injection 40.S9 per cent and 74.88 
per cent and Sudhinol tablets 49.33 per 
cent rise. 


In the hypnotics and sedatives Nindral, 
a brand of nitrazepam shows a rise of 43 
per cent and Nitrosun, a brand of nitra¬ 
zepam 3 mg tablet 76.47 per cent rise and 
10 mg tablet 46.33 per cent rise. Sedyn a 
most unethical combination of diazepam 
and diphenhydramine shows a rise of 
70.52 per cent. In (he sedatives and tran¬ 
quillisers the most commonly used Calm- 
pose 5 mg tablet shows a rise of 87.66 per 
cent. Alprax, Alzolam, Zenax and Zolax 
are products of alprazolam for short-term 
symptomatic treatment of anxiety in¬ 
cluding anxious patients with symptoms 


Marzine is the one that is most commonly 
used for travel sickness. Anti-convulsants 
are used for treatment of epilepsy and this 
is a long treatment and any price rise af¬ 
fects the patients adversely. Higidlty and 
tremor control drugs are normally used 
for Parkinson’s disease and the treatment 
is long drawn. Prices of this category of 
drugs have increased: Dyskinon tab (34 
per cent), injection (55.9 per cent), Hex- 
inal tablet (66.7 per cent), Kamadrin tablet 
2.5 mg (61 per cent), 5.0 mg (80.7 per 
cent), and Syndopa 110 mg tablet (51.4 per 
cent). 


Table I: Hormones and Rf.i attd Synthi tic Compounds 


Product 

Pack 

July 1990 

May 1992 

Per Cent Rise 

Aquaviron 

1 ml 

7.19 

19.39 

169.68 

Duphaston 

10 

40.00 

85.68 

114.20 

Fartlutal 

10 

30.71 

51.08 

66.33 

Fetugard 

10 

16.12 

22.50 

39.58 

Ovral 

21 

8.00 

16.56 

107.00 

Ovral-L 

21 

700 

12.29 

75.57 

Prcmarin 0.625 mg 

20 

22.60 

50.51 

123.50 

1 250 mg 

20 

35.30 

91.23 

158.44 

Pnmolut-N 

10 

16.34 

23.76 

45.41 

Pitocin ampoule 


1.08 

2.42 

124.07 

Pergonal ampoule 


222.80 

373.00 

67.41 

Profasi 2000 U 

3 

272.05 

482.00 

77.17 

5000 U 

1 

146.09 

240.00 

64.28 


Table 2: Local and Systemic Drugs for Vaginal and Urethral Conditions 


Product 

Pack 

July 1990 

May 1992 

Per Cent Rise 

txanoi vaginal 

3 

36.76 

51.28 

39.50 

Hamycin 

10 ml 

8.27 

12.81 

54.90 

Mycostaun vag 

10 

10.86 

15.09 

38.95 

Sinium vaginal 

6 

8.88 

13.80 

55.41 

Surfaz vaginal 

6 

8.16 

14.20 

74.02 

Table 3:> Hypnotics and Sedatives 

Product 

Pack 

July 1990 

May 1992 

Per Cent Rise 

Alprax 0.25 mg 

10 

3.20 

6.41 

100.31 

0.50 mg 

10 

6.20 

10.90 

75.81 

Alzolam 0.50 mg 

10 

5.50 

’ 11.60 

110.91 

1.00 mg 

10 

10.00 

14.00 

40.00 

Anatensol 1 mg 

10 

2.45 

6.00 

144.90 

1 ml 

ampoule 

12.07 

18.09 

49.88 

Calmpose 5 mg 

10 

3.89 

7.30 

87.66 


60 ml 

8.27 

11.70 

41.48 

Hahdol 0.2S mg 

10 

2.51 

4.00 

59.36 

Librium 

10 

3.08 

4.31 

40.00 

Majeplil 

10 

9.26 

15.08 

62.85 

Neurap 2 mg 

10 

10.50 

17.50 

66.67 

4 mg 

10 

16.00 

28.00 

75.00 

Trinorm 1.5 mg 

10 

4.20 

6.00 

42.86 

4.0 mg 

10 

8.70 

11.50 

32.18 

Zenax 0.25 mg 

10 

2.20 

6.00 

172.73 

0.50 mg 

10 

4.00 

11.00 

175.00 

Zolax 0.25 mg 

10 

2.60 

3.80 

46.15 
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Diabetes is another disease that needs 
lifelong treatment. The hypoglycemics 
consist of oral anti-diabetics and insulins 
in the form of injectibles. The prices of 
all these agents have increased, and the 
rise is over 50 per cent—DBI TD tablet 
(43.92 per cent), Daonil tablet (80 per 
cent), Diamicron tablet (64.12 per cent). 
Insulin injectible soluble 40 units (62.02 
per cent). Zinc Suspension 40 units (61.24 
per cent), and NPH (61.06 per cent). 

Another group of drugs that are taken 
for a very long time are the cardiovascular 
drugs, anti-anginals, anti-hypertensive 
drugs. The prices of these drugs have risen 
appreciably. 

Propranolol 10 mg tablet is most com¬ 
monly used in cardiovascular diseases, as 
well as in hypertension. But even after the 
rise in prices one finds that Ciplar 10 mg 
10 tablets cost Rs 2.80, whereas lnderal 
10 mg 10 tablets cost Rs 3.70, which is a 
difference of 9 paise per tablet. This is why 
it is important for the doctor to study the 
price structure before prescribing a pro¬ 
duct. Inocor (aminorone) is used for short 
term management of congestive cardiac 
failure unresponsive to digitalis, diuretics, 
vasodilators, etc. 

These are widely and commonly used 
drugs. Catapres is clonidine hydrochloride 
and though the prices have increased by 
71.50 per cent and 89.73 per cent, the 
prices are still less than the popular brand 
Arkamin. Arlidin (nylidrin hcl), Nicinal 
(nicotinic arid), and Vertigon (cinnarizine) 
are peripheral vasodilators, but their use 
in cerebro-vascular diseases is doubtful. 
For some time the anti-coagulants were 
just not available. Venusmin is a pure 
synthetic diosmin and is indicated for 
haemorrhoids (piles), varicose veir.s, 
menorrhagia, metrorrhagia, etc In Extra- 
Pharmacopoea Marlindale (pp 1565,1611) 
it is said that it is a bioflavonoid which 
has been used similarly to rutin (evidence 
of it’s value is inconclusive). 

The other essential medicines are anti- 
malarials and there is an appreciable rise 
in prices here as also with routinely need¬ 
ed anti-allergies, broncho-spasm relaxants 
and diuretics. Here again the older prepa¬ 
rations are available at slightly increased 
prices, only the prices of fancy newer en¬ 
trants h-\: shot up. The manufacturers 
are iiueUigent enough to put their product 
in a category that is not suspected. For ex¬ 
ample Longifene syrup is promoted as ap¬ 
petite stimulant, but is categorised as an 
anti-allergic The price of this product has 
almost doubled. One can also find that 
in most cases the syrup and drop forms 
used for children have shown significant 
increases. 


Cough and cold remedies are really in¬ 
essential drugs, but even these have 
registered a good rise in prices. The Food 
and Drug Controller has already banned 
or hinted to ban a combination of two or 
more antt-histaminics. But in practice we 
find that Triominic, a triple anti-hista- 


minic combination has registered a rise of 
178.78 per cent in registered price, Bidanzen 
is an enzyme of doubtful efficacy, but we 
find that it has a rise of 67.39 per cent and 
it is listed as non-steroidl anti-inflam¬ 
matory drug, expectorant, anti-inflamma¬ 
tory and anti allergic (eye), and under 


Table 4: Anti Emetics and Anti Convuisanis 


Product 

Pack 

July 1990 

May 1992 

Per Cent Rise 

Anti-emetics 





Diligan 

4 

0.90 

2 80 

211.00 

Domslal 

30 ml 

7.90 

1401 

77 30 

Marzine 

4 

1.10 

2.22 

101.90 

Siquil 10 mg 

10 

3.00 

6.00 

100.00 


1 ml 

2.10 

4.93 

134.50 

Tomid 

30 ml 

3.60 

5.25 

45.80 

A nti-convulsant 





Encorate 

10 

8.50 

12.50 

47.00 

Eptoin 

100 

12.17 

21.00 

72.50 

Mysoline 

10 

7.25 

11 83 

63.20 

VaJparin 200 mg 

10 

7.90 

12.90 

63.30 

300 mg 

10 

11.75 

19.00 

81.70 


110 ml 

15.50 

29.00 

87.10 

Table 5: Cardiovascular Drugs 

Product 

Pack 

July 1990 

May 1992 

Per Cent Rise 

Actardil 50 mg 

10 

8.50 

12.00 

41.98 

Ciplar 10 mg 

10 

1.83 

2.80 

53.01 

40 mg 

10 

4.25 

7.00 

64.71 . 

80 mg 

10 

6.58 

12.50 

89.97 

Envas 2.5 mg 

10 

5.00 

7.93 

58.60 

5.0 mg 

10 

9.50 

15.40 

62.11 

10.0 mg 

10 

18.00 

25.92 

44.00 

20.0 mg 

10 

35.00 

51.20 

46.29 

lnderal 10 mg 

10 

1.73 

3.70 

113.87 

40 mg 

10 

4.90 

7.49 

52.86 

80 mg 

10 

6.50 

12.76 

96.31 

Inocor 

20 ml 

499.00 

782.00 

56.71 

Mephentin 30 mg 


18.14 

31.93 

76.02 

Mexitil 50 mg 

10 

24.20 

37.86 

56.45 

150 mg 

10 

67.10 

106.23 

$8.32 

injection 


15.04 

22.88 

52.13 

Norpace l()0 mg 

10 

18.72 

24.28 

41.88 

Pronest yl 

!0 

12.00 

18.80 

56.67 


10 ml 

21.65 

30 00 

38.57 

Vasopten 40 mg 

10 

4.90 

8.50 

73.47 

80 mg 

10 

9.00 

16.50 

83.33 

120 mg 

10 

13,50 

24 50 

81.48 


Table 6: 

Cardiovas* ijlar Drugs 


Product 

Pack 

July 1990 

May 1992 

Per Cent Rise 

Anti-anginals 





Altol 50 mg 

10 

7.00 

10 70 

52.86 

Angised 

100 

9.98 

JO 50 

205.61 

Dilzem 30 mg 

10 

12.95 

17.38 

34.21 

Flavedon 

10 

42.00 

64.92 

54.57 

Ismo 20 

10 

11.97 

21.00 

75.44 

Monotrate 40 mg 

10 

15.60 

26.00 

70.51 

Myovin tube 

30 gm 

20.64 

31.50 

52.62 

Anti - hypertensi ves 





Arlidine 

25 

1000 

15.73 

57.30 

Nicinal 

10 

2.14 

704 

228.97 

Vertigon 

10 

466 

8.60 

84,55 

Catapres 

10 

200 

3.43 

71.50 

c diuretic 

10 

3 70 

7.02 

89.73 

Natrilix 

10 

19.00 

39.62 

108.53 

Vasopten 40 mg 

10 

490 

8.50 

73.47 

80 mg 

10 

9.00 

'6.50 

83.33 

120 mg 

10 

13.50 

24.50 

81.48 

Anti-coagulants 





Acitrom 1 mg 

10 

2.51 

4.16 

65.74 

4 mg 

10 

5.53 

8.S1 

53.89 

Unhvarfin 

25 

2.90 

6.58 

126.90 
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Table 7: Ani i Malariai.s and Others 


Product 

Pack 

July 1990 

May 1992 

Per Cent Rise 

Anli-malaruh 

Cryodoxin I M 

2 

4.89 

6.09 

24.54 

Lariago 

12 

5.62 

7.97 

41.81 

Malocide 

2 

4.85 

6.04 

25.05 

Resochin 

12 

4 85 

7.97 

64.33 

Anti-allergies 

Benadryl 25 mg 

10 

2.56 

3.82 

49.22 

$0 mg 

50 

12.29 

19.10 

55.41 

syrup 

114 ml 

8.15 

14.50 

77 91 

Calcilivin 

10 

4.83 

8.17 

69.15 

Hepasulfol 

25 

10.46 

15 68 

49.90 

Longifenc 

10 

3.40 

5.00 

47.06 


100 ml 

4.63 

1.3 66 

195.03 

Practin 

10 

3 08 

4.00 

29 87 

Stemiz 10 mg 

10 

9 50 

12.06 

2695 

syrup 

50 ml 

12 50 

16.88 

35.04 

Vellcrgan 

10 

2 54 

4.98 

96 06 

forte 

50 ml 

9.93 

18.30 

84 29 

Broncho-spasm relaxanis 

Alupent injection 

1 ml 

1.45 

4.12 

184 14 

syrup 

100 ml 

16.50 

27.68 

67.76 

tablet 

10 

5.1X3 

9.00 A 
4.20 “ 

80.00 

Bronkolus 

10 

2.92 

43 84 

Brovon inhalmt 

14 ml 

12.75 

25.00 

96 08 

Cadiphylale 

100 

17.32 

29.06 

67.78 

Etophylate 

112 ml 

11.23 

17.75 

58 06 

Neo-epintne 

10 

3.22 

5 75- 

78.57 

Diuretics 

HythaJton 

10 

9.33 

26.04 

179.10 

Lasilactone 50 mg 

10 

22.07 

28.94 

31.13 

Xipamid 20 mg 

10 

7.42 

17.24 

135.64 


TAHI 1 8. COUGH AND C'OLD REMEDIES 


Produa 

Pack 

July 1990 

May 1992 

Per Cent Rise 

Exiplon 

60 ml 

8.43 

12.03 

42.70 

Feb rex plus 

60 ml 

5.98 

9.00 

50.50 

Lastus-LA 

60 ml 

16.50 

23.50 

42 42 

Kakidin 

10 

2.49 

6.04 

142.57 

Selvigon tablet 

10 

6.99 

16.29 

135.05 

drops 

15 ml 

15.00 

34.78. 

131.87 


120 ml 

12.00 

27.86 

132.00 

TViominic 

100 ml 

9.80 

27.32 

178.78 

Vikoryl 

75 ml 

6.94 

10.50 

51.30 

Benadryl expectorant 

114 ml 

10.90 

15.23 

39.72 

Bisol von 

10 

3.05 

4.77 

*6.39 


100 ml 

12.80 

23.65 

84.77 

Bidanzen 

10 

18.40 

30.80 

67.39 

Bisolpenl 

100 ml 

18.00 

30.99 

72.17 

Cardiazol compound 

10 ml 

1100 

16.57 

50.64 

Contac CC 

6 

3.50 

5.25 

50 00 

Daslin 

114 ml 

6.20 

10.85 

75.00 


Table 9: Aniibiotks, Siu phonamides and Anti Tuberculous Drugs 


Product 

Pack 

July 1990 

May 1992 

Per Cent Rise 

Aerosporin vial 


60.54 

269.60 

345.33 

Augmentin 1.2 gm vial 


59.21 

83.73 

41.41 

Chloromycetin 250 mg 

10 

8.32 

18.57 

123.20 

500 mg 

6 

9.06 

21.23 

134.33 

syrup 

60 ml 

10.43 

13.47 

29.15 

Enteromycetin 

12 

8.31 

20.40 

145.49 

syrup 

60 ml 

10.43 

23.63 

126.56 

Erythromycin 

100x10 

7.27 

9.67 

33.01 

Fortum 250 mg 


48.95 

96.79 

97.73 

500 mg 


97.64 

164.08 

68.05 

1 gm 


194.58 

297.61 

52.95 

Eradacil 


91.64 

188.91 

106.14 

Supristol 

10 

6.3J 

8.86 

39.97 

DS 

6 

5.92 

8.01 

35.30 

paediatric lab 


1.96 

2.58 

31.63 

R-cin 150 mg 

4 

5.50 

7.58 

37.82 

300 mg 

4 

10.66 

15.07 

41.37 

450 mg 

3 

11.70 

16.72 

42.91 

600 mg 

3 

15.44 

2215 

43.46 

Rimpazid Rifam +-1NH 

10 

34.25 

47.88 

39.80 

THcox 

10 

22.61 

37.50 

65.86 ' 


surgical antibacterial preparation- as * 
mucolytic, proteolytic and other enzyme. 
Placentrcx is another drug of doubtful ef¬ 
ficacy and hence we find it listed as non¬ 
steroidal anti-inflammatory drug for 
pelvic inflammatory disorders, as an ad¬ 
junct in rheumatoid arthritis; as topical 
anti-infective preparation for cuts, 
wounds, burns, bed sores, erosion, etc, 
and finally as miscellaneous skin prepara¬ 
tion for adjunct in vitiligo therapy. 

Among the antibiotics, sulphonamides 
and anti-tuberculous drugs three is a sharp 
rise in the price of Chloromycetin (134.33 
per cent), Polymyxin (Aerasporin 345.33 
per cent), ceftazidime (Fortum 97.73 per 
cent), rosoxalin (Eradacil 106.14 per cent) 
and in rifampicin, the most commonly 
used drug for tuberculosis. 

Normally fixed dose antibiotic combi¬ 
nations are deprecated, but a preparation 
like THcox, which is a combination of 
rifampidn 150 mg, INH 100 mg and pyra- 
zinamide 500 mg, has shown a hefty rise 
of 65.86 per cent. 

For want of space I will not go into the 
details of other groups of products, excep¬ 
ting making a few remarks. One fails to 
understand as to why Electral 51.5 gm 
pack should increase the price by 59.20 
per cent to Rs 9.95; antiAingal Mycostatin 
by 73.83 per cent to Rs 36; Ibnamycin eye 
ointment by 54.48 per cent to Rs 2.24; 
Esgipyrine, a combination of phenyl¬ 
butazone and propyphenazonc try 71.62 
per cent to Rs 7.86 for 10 tablets, Parvon 
forte, a combination of axyphenbutazone, 
dextroproxyphen, and paracetamol by 
57.37 per cent to Rs 17.09 for 10 tablets; 
Toldin, a brand of piroxycam by 79.49 per 
cent to Rs 17.50 for 10 tablets of 20 mg; 
and Succisalyl, a combination of sali¬ 
cylates by 46.99 per cent to Rs 38.85 for 
50 forte tablets. 

Among vitamin products, vitamin C 
products has shown an increase of more 
than 40 per cent, but the products are still 
not easily available. Some other vitamin 
products showing a rise are Neutrohn-B 
40 ml syrup and tablets by 33.33 per cent; 
Vidaylin syrup by 53 per cent; Vimagna 
drops by 103.79 per cent and Vitneuron 
injectible by 32.40 per cent, Berin injec¬ 
tion by 30.64 per cent, and tablets by 73,06 
per cent. 

It is claimed that drug prices in India 
are cheaper than those of the advanced 
countries. If product patents are introduc¬ 
ed in India all the newer products will be 
as costly as in advanced countries. In any 
case, irrespective of what the prices are in 
advanced countries, there is no reason for 
the government to allow increases in the 
prices of ousting drug products which 
have been marketed for so many years. 
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Conservation at Human Lost 
Case of Rajaji National Park 

Indira 


The creation of the Rajaji National Park in the Shivalik Hills has 
destroyed the livelihood of thousands of villagers.who have for 
generations eked out a precarious existence by weaving ropes out 
of minor forest produce. 


OVER the past decade there have been 
numerous protests and conflicts in a sec¬ 
tion of Ghad. At the root of these con¬ 
flicts is ‘bhabhar’ grass, a minor forest 
produce of the Shivalik forests, that is 
used to make rope. The conflict is between 
the villagers who make rope called ‘baan’ 
from this grass, on one hand, and on the 
other, the sure, as represented by the UP 
Forest Department (FD) and the UP 
Forest Corporation (FC). The conflict is 
over uncertain availability and the high 
cost of this natural resource 

Of late; the another section of Ghad has 
also become a stage for conflict. Here a 
proposed National Park, the Rajaji 
National Park, is the source of conflict, 
between the inhabitants of the surround¬ 
ing villages, and the FD and the park 
authorities. Ghad is a 65-km long, 14-km 
wide stretch along the foot-hills of the 
Shivalik Hills. Bounded by the Yamuna 
on the west and the Ganga on the east, 
the western part of Ghad falls in Saharan- 
pur district and eastern part in Hard war 
district of UP. There are about 216 villages 
in all in Ghad, with a population of about 
1.7 lakhs. 

Life in Ghad is rather harsh. Agricul¬ 
ture is difficult; not only is the soil un- 
cultivable; crop-depredation by elephants 
and wild pigs is a constant threat. In the 
absence of any other permanent source of 
livelihood, people are dependent on the 
adjacent forests of the Shivaliks. ‘Bhabhar’ 
grass is indispensable in their lives. Mak¬ 
ing baan from this grass is the only major 
source of livelihood here. More than 
10,000 families draw sustenance from this 
activity, while many more depend on it 
seasonally. The majority of these are low- 
caste Muslims and dalits. People also find 
work as casual workers in the activities of 
the FD and the FC, such as in collection 
of minor forest produce; as agricultural 
labourers in neighbouring Punjab and 
Haryana; in brick-kilns; or as rickshaw- 
pullers in the neighbouring towns. The 
ghad lacks proper roads, electricity, 
health, educational and other facilities. 

The bhabhar requirements are met by: 
(a) The UPFC harvests it from the 
forests, through contractors, between 
October-March, and sells it through 
the depots set up for this purpose. 
Bhabhar is either bought directly from 
the depots or from the middlemen in 
the village. Depending on the source, 


the price varies from Rs 150-300 per 
quintal. 

(b) By realisation of the traditional rights 
of the villagers to certain forest, pro¬ 
duce, called as ravanna, whereby they 
collect certain headloads of bhabhar 
directly from the forest. 

The ravanna also entitles them to fuel- 
wood, fodder, timber for house-building, 
and to grazing—85 forest-scheduled or 
‘haqdari’ villages have these rights. 

For about 40 of these villages in the 
eastern part, in Hard war, these rights have 
been abruptly terminated since 1990, as 
the forests in which these rights are exer¬ 
cised now fall in the proposed Rajaji Na¬ 
tional Park. These villages fall along the 
south-western boundary of the proposed 
park. 

The three sanctuaries in the Dehradun 
Shivaliks, Rajaji, Motichur and Chilla are 
going to be amalgamated into a large na¬ 
tional park, the Rajaji National Park. 
These three sanctuaries were created bet¬ 
ween 1948-77. In August 1983 the UP 
government notified its intention to con¬ 
stitute these three sanctuaries into a park, 
under Section 35 of the Wildlife Protec¬ 
tion Act, because of “increasing pressure 
on forest and wildlife in this delicate 
ecosystem”. 

The proposed park covers an area of 
831 sq km, spread over Dehradun, Hard- 
war, Bijnor and Pauri Garhwal districts 
of UP. The entire park area is divided into 
two portions by the Ganga, with Rajaji 
and Motichur on the western side and 
Chilla on the eastern. There are two nar¬ 
row connectives between these two por¬ 
tions. The sanctuaries have a wide variety 
of birds, elephants and leopards, among 
other animals. 

In all there are 56 village panchayais 
adjoining the boundary of the proposed 
park, in Dehradun. Hardwar and Pauri. 
In addition there are four ‘taungya’ 
villages and about 10,000 gujjars inside 
the park area. Table 1 gives some parti¬ 
culars of these villages. The population 
mostly comprises of Muslims, sainis, ban 
jaras, chamar, kumhar, teli, nai and ra- 
jputs. The villages lying to the south of 
this park (i e, in Hardwar) fall below the 
poverty line. 

Legal Framework 

The Wildlife (Protection) Act, 1972, 
deals with wildlife protection through the 
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creation of protected arcas (PAs), regula¬ 
tion of hunting/prohibition of hunting 
and control of trade in wildlife products. 
A significant and far-reaching amendment 
was made in October 1991, whereby plants 
have also been included in the definition 
of ‘wildlife 1 . The two basic units of PAs 
in India are sanctuaries and national 
parks (NPs). Any area “by reason of its 
ecological, floral-faunal, geomorpholo- 
gical, natural or zoological significance” 
can be declared as a sanctuary or a NP, 
for the purpose of propagating and pro¬ 
tecting wildlife and/or its environment. 
The steps laid down by the act for the for¬ 
mation of these are: 

(i) Declaration of intent to constitute a 
sanctuary or a NP by the state or the cen¬ 
tral government (initial notification), 
(ii) Inquiry into and identification of 
existence of rights and their nature and 
extent, in the intended area, by the col¬ 
lector. (iii) Scttlement/disposal of these 
rights and claims, (iv) After the disposal 
of all rights and claims the area can be 
declared as a sanctuary or a NP. 

No human activity is permitted inside 
a PA. All rights in or over the land in a 
PA get terminated. Nobody can remove 
any plant/animal from there; human entry 
and hunting are also prohibited, except 
with permission. 

In the case of the Rajaji National Park 
the initial notification was made in 1983. 
The final notification has not yet been 
made, as various issues and conflicts are 
yet to be settled. 

The rights are mainly related to: grazing, 
firewood, fodder, bhabhar timber, grass 
for housemaking and access to water. (The 
definition of rights and concessions is 
quite arbitrary and confusing. A ‘right’ is 
considered to be a long-standing privilege 
granted for use of forest resources without 
any charge. A ‘concession’ is a privilege 
to use forest resources on payment of a 
nominal charge. What is a ‘concession’ in 
one place is a ‘right’ in another.) 

All villages have the right to collect 
fallen wood, firewood for marriages and 
funerals, free supply of thorny bushes for 
fencing, to timber, bajri and stones at con¬ 
cessional rates. In Pauri the villages have 
rights and concessions for grazing, collec¬ 
tion of fallen wood, timber, bark, roots, 
fodder and bamboo, since 1927. In Hard¬ 
war the villages have the ‘concession’ of 
collecting bhabhar, fuelwood and to graz¬ 
ing since 1936. 

Other than such rights, there are four 
taungya villages inside the park. Thungya 
villages consist of people who were settled 
inside the forests long ago, by the FD, to 
serve as a labour pool for plantation and 
other activities. In return the FD provid¬ 
ed them with a primary school, grazing 
for two buffaloes each, drinking water 
and some land for cultivation. They some¬ 
how manage to eke out a living by cultiva- 
tion and making baan. 

Then there are the gujjar families 
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residing inside the park. The gujjars are 
pastoralists who migrated from Jammu to 
places all over north India many years 
ago. In the Dehradun forests they have 
been granted the right to live and graze 
their buffaloes, on a year-to-year basis, 
since 1937. They would migrate to the 
Himalayas (in Tehri and Himachal) in 
summer and return to the Shivaliks in 
winter. With time their nomadism has 
decreased and now they have become ‘per¬ 
manent’ residents.^However, they do not 
have any locus standi in the forests, 
although they are totally dependent on it. 

According to the park authorities all 
these rights and claims have been settled. 
(I) The rights in Pauri have been ‘purchas¬ 
ed’ by the government lor Rs 7.28 lakh 
and the money has been handed over to 
the respective ’grain sabhas’ (2) The rights 
(or ‘concessions’ as they are called) in 
Hardwar district have been abruptly ter¬ 
minated without any notice after 1989. 
The other source of bhabhar has also been 
cut off. The IJPFC' has stopped extraction 
of bhabhar after 1986 and hence the 
depots in this area have also been closed. 
It has not been considered necessary to 
make any alternative arrangement for 
supply of bhabhar, even though 6,050 
families depend on it. (3) One taungya 
village has been resettled outside the 
forest. The others continue to remain in¬ 
side. The villagers have obtained a stay 
against their eviction from the Supreme 
Court They refuse to move out. No 
rehabilitation scheme exists for these peo¬ 
ple, who have planted forests worth crores 
to the government. (4) The gujjars have 
also obtained a stay from the Supreme 
Court. The state government has con¬ 
structed a complete colony to rehabilitate 
them and their buffaloes, but they refuse 
to move out. 

Other than these major human issues, 
poaching continues for tusks. Hunting is 
also indulged in by relatives of political 
leaders, bureaucrats and other influential 
people. Illegal extraction of timber and 
Other minor forest produce continues In 
fact targets to be fulfilled by a social 
forestry scheme nearby are met by extrac¬ 
tion from the sanctuary 

Another issue that has to be settled is 
that of acquisition of land for making a 
corridor between the two portions of the 
park to facilitate elephant migration bet¬ 
ween the two. In the 1960s land in the con¬ 
nectives between the two portions (pro¬ 
ductive forests then) were given to Bharat 
Heavy Electricals (BHEL) and Indian 
Drugs and Pharmaceuticals (IDPL). 
BHEL has supposedly taken away 10 
times more land than its requirement of 
100 ha. In addition to these, construction 
of a cantonment, rehabilitation of Tehri 
Dam oustees and some other sciilemems 
have ail destroyed the forest corridor 
between the two portions. This, combined 
with the construction of the C 'hilla canal 
along the eastern bank of the (ianga. have 
almost stopped the elephant migration 


between the two portions leading to their 
crowding on the Rajaji-Motichur side and 
hence straying into the adjacent fields and 
villages. To restore the corridor, land has 
to be now (re)acquired. The Tehri Dam 
oustees have to be again resettled, and the 
defence ministry has to be approached for 
resettlement of the cantonment. 

CiHAl) VII I ACiERS’ SlRDOGLt 

The baan-makers on the Hardwar side 
have organised themselves under the ban 
ner of Chad Kshetra Mazdoor Sangharsh 
Sarniti and have been struggling since July 
1991 for restoration of their rights. 
Numerous efforts were made through 
talks with the park director and the 
district administration. The argument of 
the people is that: when other issues have 
not been settled, and in absence of any 
alternatives, why have only their rights 
been terminated? 

As the authorities failed to even give any 
assurance, the people decided that they 
would all enter the forest on November 16, 
as a symbol of reclamation of thcii rights. 
A memorandum to the director, informing 
him of this step, was signed by nearly 
5,000 villagers. As a result of this he in 
vited the ‘sangharsh sarniti’ for talks on 
November 14. At this meeting, attended 
by about 400 people, the director stated 
that they could not enter the forest and 
expressed ‘helplessness’ in resolving the 
matter. He fixed a meeting with the state 
forest secretary, who was to come there on 
November 20. The secretary promised that 
some arrangement would be made and 
that they would get a reply by the end of 
December. Till December 29 none came. 
At a public meeting that day it was decid¬ 
ed that on January II the people would 
go into the forest. 

The morning of the eleventh dawned on 
a cloudy note and brought intermittent 
showers and hail. Such inclement weather, 
however, did not dampen the spirits of the 
people or their resolve ‘to take our rights’. 
At three different entry-points along the 
boundary of the park groups of about 
100-200 people respectively had conven¬ 
ed. Of these, two groups decided to enter 
after the rains stopped. They had to return 


after a two-three hour wait in the cold tuid 
rain. The third one, that included a large 
number of women, some with children, 
was intercepted by the director, who was 
already present there with a contingent of 
CRPF and forest guards, to stop this 
‘unlawful’ action. The people gave him an 
ultimatum: “Give us our rights. If not ar¬ 
rest us, shoot us. We will not budge from 
here.” The director opted to arrest them. 
The women took the lead in courting ar¬ 
rest. They were all released late in the 
evening. 

Meanwhile talks took place with the 
peoples’ representatives. The director 
behaved in a manner totally up becoming, 
especially for a so-called ‘public servant’. 
He consistently refused to talk to the 
representatives one of whom was a woman 
activist, labelling them as ‘outsiders’, used 
abusive language and threatened them. 

People were told that they could not ex¬ 
ercise their rights, instead they should 
collect bhabhar from the depots on the 
Saharanpur-side of Chad at concessional 
prices. This was not acceptable to the 
people for two reasons: (i) The concerned 
depots are at least 15-20 km away. Given 
the lack of proper means of transport they 
cannot afford to go so far. Also, in these 
depots too there are problems of availa¬ 
bility of bhabhar; people there too have 
to wage a struggle every year to get 
bhabhar regularly. So this cannot be a 
long-term arrangement, (ii) Even if they 
did get bhabhar from the depots, where 
would they go for fuel-wood and fodder? 

So they decided to continue to struggle 
for restoration of their rights. On 
February 3 about 600 men, women and 
children, from about 10-12 villages mar¬ 
ched over six-seven km through the streets 
of Hardwar and presented a memorandum 
to the district magistrate, demanding an 
immediate resolution to their crisis. The 
DM arranged a meeting with the director 
and the people’s representatives where it 
was stated that by the latest amendment 
to the Wildlife Protection Act, all 
rights/concessions stand extinguished 
after October 1,1991. No reason was given 
as to why the right was withdrawn in the 
1990 harvesting season. When asked 
about provision of alternatives, they were 


Tabi e I 


l*artiui!.n 

Dchradun 

Paungarhwal 

Hardwar 

No of ullage.^ 

20 (4 urban) 

25 

45 (as in FD working 
plan) 

Popul.nio.i 

11,419 -i 14,949 urban 

80(X) 

50.185 (including 
taungya) 

No of landholdings 

No of rope makers 

1384* 

1260* 

3027* 

‘f 

(families) 

Gross agriculHir.il 
income (per household 



6050 

pa) (Rs) 

8789 

2250 

2046 


Note * I aigest no in each case hold less than 0.S hectares: 1694 in Hardwar. In case of villages 
of Hardwar. again, many of the plots are uncultivable, as they are either in the sandy 
river beds, or he very dose to the forests, where elephants do not spare any crop. 
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told that as the villages in Chad were be¬ 
ing given concessions, they could be ter¬ 
minated any time, and question of com¬ 
pensation does not arise. The amendment 
quietly made to the Wildlife Protection 
Act imposes a blanket ban on removal of 
any plant Or animal even from a sanc¬ 
tuary. Till now this was so only for 
national parks. 

So as of now the villagers of Ghad are 
left with absolutely no option. No move 
has been made for opening up depots for 
bhabhar-sale in the vicinity. The baan- 
makers are being forced to ‘steal’ from the 
sanctuary, or buy it at exorbitant rates of 
Rs 300 a quintal. There is much resent¬ 
ment among them as illegal felling of 
timber continues. As far as the authorities 
are concerned the conflict has been 
‘resolved’, thanks to the amendment. 

Problems of Creation of PAs 

In the case of Rajaji we see that (1) Even 
nine years after the initial notification to 
constitute a park, almost none of the 
rights, claims and other issues have been 
settled. (2) In such a situation the law is 
being applied rather blindly and arbitrari¬ 
ly. The rights of only a section of the 
population have been terminated. Very 
clearly, these are the poor baan-makers 
who form the most deprived and disad¬ 
vantaged section in terms of class ; nd 
caste, and reside in the most backward 
region of the area. Further they are the 
ones most dependent on forests for 
bhabhar. (3) A look at the settlements 
claimed to be made show that compen¬ 
sation has been made for grazing rights. 
While it is doubtful whether the affected 
people would have received the cash, at 
least on paper their ‘right’ has been 
recognised. Rehabilitation schemes have 
been made for the gujjars too, and it is 
very right that they be made in such a 
situation. However, baan-makers and 
taungya villagers, whose number is subs¬ 
tantially larger, have been left to fend for 
themselves. (4) Absolutely no effort has 
been made to inform people about the 
‘status’ of their rights, or the fact that they 
have been withdrawn, or about any of the 
procedures. On the contrary, they face a 
hostile and indifferent administration that 
refuses to take any responsibility, or a 
human approach. 

However, the most serious problem is 
the blanket ban on removal of any plants 
from a PA, which shows total lack of con¬ 
cern for the population affected by such 
a law. Also the Wildlife Protection Act 
confers power on the governments to 
make any area into a PA, without having 
to consult the affected people or involve 
them in any way. 

The situation around Rajaji is not uni¬ 
que. At present there are about 52 NPs 
and 372 sanctuaries in this country. A 
survey of over 300 NPs and sanctuaries 
was conducted by the Indian Institute of 
Public Administration, Delhi, through 
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questionnaires sent to the concerned 
managements between 1979-84. The res¬ 
ponse was incomplete. So the data com¬ 
piled is also incomplete in many respects. 
Some data relating to human aspects are 
as follows: 

Population within: Of the 32 NPs and 
138 sanctuaries that responded to this 
question, 18 NPs and 100 sanctuaries 
reported human populations of up to over 
one lakh (in case of six sanctuaries) within 
their boundaries. The average was 4,659 
for NPs and 15,861 for sanctuaries. 

Population adjacent: Of the 23 parks 
and 132 sanctuaries that responded, 19 
and 115 respectively reported population 
in adjacent areas, within a 10-km radius. 
The average was 33,859 for NPs and 
57,446 for sanctuaries. 

Rights and Leases: Of the 45 parks 20 
and of 187 sanctuaries 128 reported hav¬ 
ing rights and leases, as shown in Thble 2. 
In each case we have the minimum 
number—all PAs did not respond. 

If we add to the above data the fact that 
after the survey period many new PAs 
would have been created, and are going 
to be created in future, we get an idea of 
the large human population associated 
with and affected adversely by the crea¬ 
tion of PAs. It is by now well-established 
that for all forest-based dwellers the 
forests are an important, and in many 
cases the only source of sustenance. A 
huge population now stands stripped of 
all sources of livelihood. In addition to the 
problems this will bring, the population 
residing within the PAs will also have to 
bear the upheaval of leaving their homes 
and life in the forest. 

‘Ecodevelopment’ for Management 
of Conflicts 

7b ‘manage’ conflicts arising from ter¬ 
mination of local people’s rights to forest 
resources and to reduce the pressure on 
the PAs for the same, the idea of a core¬ 
buffer-multiple use zone and Special 
Areas for Ecodevelopment (SAEDs) 
scheme have been generated. A PA shall 
have an inviolate core area with complete 
protection, a protective buffer where there 
will be controlled use and a multiple-use 
zone, where rural development schemes 
would be implemented to reduce the local 
demands for the PA resources. 

By ‘ecodevelopment’ is meant sustaina¬ 
ble development schemes, based on local 
resources, for the upliftment of the people 
living near PAs. Under this SAED scheme 
therefore special community development 
programmes with a conservation bias and 
to develop alternative employment a possi¬ 
bilities are to be initiated such as 
wasteland development, soil conservation 
works, pasture development, afforestation 
of denuded areas, replacement of cereals 
by cash crops where likely to be profitable, 
minor irrigation schemes, promotion of 
local an and handicraft with sale outlets 
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in tourist complexes in the PA, and so on. 
It has been proposed that the SAED 
schemes should receive more financial in¬ 
puts than other areas. 

Proposals for zonation of the proposed 
Rajaji Park, as well as integrated eco¬ 
development schemes for the surrounding 
area have been made. The ecodevelopment 
plan was submitted in January 1990 and 
was to be implemented between 1991-97. 
It has not been approved; a new one is be¬ 
ing prepared by the director of the park. 
The total budget for the ’ecodevelopment’ 
of two villages, as proposed in a study in 
1987, amounts to Rs 1.24 crore. 

Thus the scenario regarding protected 
areas today is this: we have a large number 
of national parks and sanctuaries. Many 
are open to tourists. The legal procedures 
have not been completed in most of them. 
Big-sounding alternative development 
schemes for the affected population ex¬ 
ist, at least on paper, for some: Meanwhile 
all people’s rights have been terminated, 
as in Rajaji. Even if not, they will be 
sooner or later. 

Thus, in the name of ‘conservation’ 
people are being deprived of whatever 
little they have, and are being promised 
‘development schemes' in return. These 
schemes are primarily to ‘Enlist their sup¬ 
port and participation in conservation”, 
and not because it Ls imperative that alter¬ 
natives have to be provided. It is not 
specified anywhere as to when, after the 
initial notification, the development 
schemes should be initiated. It is nobody's 
concern as to what happens to the people 
in the period between termination of 
rights and initiation of the schemes, if any. 
To date no ecodevelopment project has 
been initiated anywhere. 

These schemes are nothing more than 
old rhetoric in the new and fashionable 
garb of ‘eco’. They will be ridden with all 
the ills and problems of any rural develop¬ 
ment scheme. The fate of those that have 
not yet taken off can be well-imagined, 
when in the present phase of ‘structural 
adjustment’ even existing schemes are 
being dropped. If at all they get imple¬ 
mented, how far will they go? Docu¬ 
mented evidence as well as experience 
show that most of these development 
schemes never reach the people they are 
meant for. This portents a grim scenario 
for the people affected by the PAs. In the 
case of Rajaji, a few depots may actually 
be set up for record’s sake, for sale of 
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Rights 

In Parks In 

(Per Cent) Sanctuaries 
(Per Cent) 

Grazing 

12(60) 

107 (M) 

Habitation 

10 (50) 

54 (42) 

Agriculture 

9(45) 

55 (43) 

Fuelwood collection 

NA 

69(54) 

MFP collection 

NA 

60(47) 

Religious yatra 

9(45) 

— 
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bhabhar and fuel-wood. There will be the 
problem of mcertain availability and high 
cost. It is not clear from where the 
bhabhar is going to come Meanwhile, the 
authorities to reduce the threat of forest 
fires in the area in summer months, will 
themselves set fire to the bhabhar, unmind¬ 
ful that thousands of families languish for 
want of this very forest produce 

Earlier NPs and sanctuaries were 
created to protect wildlife and/or specific 
species, such as tigers. Perusal of develop¬ 
ments over the previous decade show that 
creation of PAs now forms part of wider 
strategies for conservation of the environ¬ 
ment and natural resources, that ate being 
formulated globally and nationally by 
governments and other agencies. 

The World Conservation Stiategy was 
launched in 1980, as an initiative to hai 
monise development and conservation 
The basic principles of this strategy are- - 
sustainable use of living natural resources; 
preservation of life-support systems; and 
conservation of biological diveisity. This 
strategy has been lonmilated by the Inter¬ 
national Union foi Conservation of 
Natural Resoun.es (IUCN), supported by 
the United Nations ( nvironmem Pro¬ 
gramme (UNf-.P) and the World Wide 
fund for Natural Resources. I he IUCN 
is basically an umbrella body for the 
world's conversation agencies, and has as 
members governments, governmental and 
non-governmental organisations, all na¬ 
tional park services and VVWF-national 
organisations It provides expertise and 
guidance on a wide range of conservation- 
oriented disciplines. 

In India the National Wildlife Action 
Plan, inspired bv the World Conservation 
Strategy that was adopted here in 1980, 
was formulated in 1983, for conservation 
of wildlife Among its aims was assistance 
in formulation and adoption of a Na¬ 
tional Conservation Strategy for all living 
natural resources. The WCS forms the 
basis for our National Strategy for Con¬ 
servation and Sustainable Development. 
This strategy defines conservation as “the 
judicious use, protection and management 
of our richly diverse cultural and natural 
resources", and a conservation strategy as 
a “comprehensive management plan for 
equitable and sustainable development”. 
The goal of the strategy is “to build an 
equitable and ecologically sustainable 
society, that is self-reliant and in keeping 
with our socio-economic ethos”. 

It attributes dwindling natural resources 
to a wide range of causes —from commer¬ 
cial greed and the overall development 
pattern necessitating large irrigation and 
power projects, unsafe technologies and 
urban expansion, to fulfilment of genuine 
needs'of the poor for fuel and fodder, 
without drawing any distinction in the 
magnitude of the destruction caused by 
each of them. 

Hence the measures suggested for con¬ 
servation and sustainable development 


range from anti-people measures such as 
population control, preventing people 
from use of natural resources by expansion 
of PA-network, to radical ones such as; 
prevent dispossession of land, recognise 
traditional rights and guarantee secure ac¬ 
cess to land, water and forests for tribals 
and other vulnerable groups; seriously 
assess large surface irrigation schemes that 
disrupt ecosystems and human settle¬ 
ments; revive traditional water manage 
ment systems; identify and incorporate 
into conservation planning the socio¬ 
cultural practices of different groups such 
as tribals; strengthen and foster institu¬ 
tional structures for partnership between 
the state and the people in sustainable 
management of environment. 

According to this strategy the three 
main obstacles to conservation are: inap¬ 
propriate and inequitable development; 
growing needs of people and livestock; 
and erosion/lack of people's participation 
in sustainable management of natural 
resources. It seems that, except for the so- 
called ‘obstacle’ of the growing human 
population and their needs, not much else 
of the strategy is to be taken seriously. For, 
we see in reality that what is being imple¬ 
mented are the anti-people measures of 
population control, and expansion and 
‘effective’ management of PAs leading to 
dispossession of land and elimination of 
people from using natural resources. It is 
the people dependent on natural resources 
and belonging to the poorest and most 
backward sections of society who have to 
reduce their numbers and give up their 
needs, for preservation of the ‘local and 


global commons'. 

Nothing is to be done about the 'inap¬ 
propriate and inequitable development’. 
The fact that ecological destruction has 
been triggered off by the activities of a 
small section of the population, that it is 
their activities that cause irreplenishable 
damage, is to be ignored. Power and irri¬ 
gation projects like Indira Sagar, Tehri, 
Pooyamkutty, Subamarekha, etc, nuclear 
power plants like Kaiga, defence establish¬ 
ments like Baliapal shall continue. Never 
tnind that all these are going to destroy, 
drown for ever large tracts of forest lands, 
rich areas of biodiversity, finest breeding 
grounds for elephants, rare and endan¬ 
gered species of plants and animals, in 
short, everything that is being sought to 
be conserved by creation of PAs. Com¬ 
mercial greed shall be allowed to continue 
to exploit forest resources to meet the 
demands of the industries. The industries 
shall continue to pollute the environment. 

While the limits of such a ‘develop¬ 
ment’ are becoming apparent, such ‘con¬ 
servation’ is also bound to fail. Not only 
can the objectives of creation of PAs not 
be achieved toy banning access to its 
resources; merely creating PAs will also 
not achieve conservation while.continuing 
in the present path of inequitable, destruc¬ 
tive and unsustainable development. What 
is needed for conservation in the true 
sense is to take the radical measures put 
forth in the national strategy seriously, 
and to also re-define radically the mean¬ 
ing of ‘development’ to one that is 
people-centred. 
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Zambia: IMF’s African Guinea-Pig 

MT 


The IMF has an emphatic presence in Lusaka and it is common 
knowledge that it draws up the government’s economic policies. 

Yet there is virtually no protest. It is not that Zambians lack in 
national pride, but only that they are desperate. They seem to be 
convinced that only a massive inflow of external funds—never 
mind on what conditions—can prevent total economic breakdown. 


IN a recent address the Zambian president, 
Federick Chiluba, referred to his nation 
as "very sick, but not dead yet”. He said 
nothing about the treatment that this very 
sick patient is receiving but everyone 
knows—for the side-effects are severe — 
that the treatment is being administered 
by the specialists in adjustment therapy, 
the IMF and the World Bank. Aside from 
this, there are few parallels with the 
current Indian situation. Nonetheless, 
what has happened and is happening in 
Zambia is not without interest. 

The Fund has an emphatic presence in 
Lusaka and it is common knowledge that 
it draws up the economic policy decisions. 
Yet there is virtually no protest. It is not 
that Zambians lack in national pride, but 
only that they are desperate. They know 
that only massive external assistance— 
never mind the conditions—can prevent 
total economic breakdown. 

Predictably, the rulers of today’s Third 
Republic (the previous two belonged to 
the Kaunda era) blame their predecessors. 
And indeed, with the advantage of hind¬ 
sight, the situation does seem to be the 
consequence of a palpable failure of 
leadership. How else can one explain the 
plight of a nation, adequately endowed 
with natural wealth, in size roughly equal 
to a third of India, in population (8 
million) roughly equal to Madras city, 
recording a negative growth rate, a three- 
digit inflation in each of the past three 
years and a steady decline in real GDP (9 
per cent over the 1988 level) alongside a 
phenomenal per capita external debt of 
$ 853? However, the historical perspective 
does provide at least a partial apology. 

Zambia started life as an independent 
nation in 1964 with some severe handi¬ 
caps As Northern Rhodesia, it had been 
a very unequal partner in the Federation 
of Rhodesia and Nyasaland and its vast 
mineral resources were exploited to the 
substantial advantage of Southern 
Rhodesia (present-day Zimbabwe) with its 
high concentration of white population. 
The development of social and economic 
infrastructure was particularly neglected. 

Unfortunately, this imbalance has not 
been adequately corrected in the years 


after independence Kenneth Kaunda, 
seeking status as a third world leader, 
opted foi state socialism on the model 
adopted in some other emerging African 
nations. This was said to be based on the 
‘philosophy of humanism', with a ‘man- 
centred classless society’, but in actual 
practice not enough attention was given 
to the development of human resources. 
The economic policy had two main 
features—the nationalisation of a number 
of successful private companies and the 
rapid extension t^f the public sector and 
the subsidisation of a wide range of 
consumer goods Kaunda saw security in 
Zambia’s abundant copper earnings, ig¬ 
noring its essential vulnerability and did 
little to diversify the economy. The 70s 
and the 80s saw a protracted decline in 
metal earnings while the sharp rise in oil 
prices pushed up the import bill. The 
functioning of the parastatals (as the 
public sector is known here) was marked 
by cost inefficiency while the policy of 
subsidies favoured consumption rather 
than production (with the exception of the 
subsidy on fertilisers). The fiscal burden 
increased rapidly because of thc..e ‘drags’ 
The overall imbalance in the economy 
became unsustainable and large-scale 
recourse to the international linauuui 
institutions was the obvious way out. This 
was sought in 1985-86. 

Naturally, there were the conditionalities 
which included the withdrawal of sub¬ 
sidies. The attempt to end the most im¬ 
portant of these—the subsidy on mealie- 
meal, the staple diet of the people—had 
disastrous results. 1 here were protests and 
riots with some loss of life. With the ap¬ 
proval of the IMF, a flustered Kaunda 
restored the subsidy. But what caused 
even deeper trouble was the attempt to 
realistically re-ad|ust the external value of 
the Zambian Kwacha. The Zambian 
economy is extremely sensitive to the 
exchange rate since imports constitute 
about 40 pier cent of GDP. After an in 
itial devaluation, the Fund-supported pro¬ 
gramme introduced a system of weekly 
foreign exchange auctions. The object was 
to make the exchange rate fully respon¬ 
sive to demand and supply conditions and 


to reduce the reliance on the admini¬ 
strative mechanism in the allocation pro¬ 
cess. These were laudable objectives, but 
for effective operation the auction system 
needed ample availability of foreign 
exchange—which in turn required donor 
support. This, according to the Zambians, 
was not provided. On the other hand, it 
was pointed out that the government had 
not taken steps to absorb the liquidity in 
the system and to ensure the propter ad¬ 
ministration of the auction. Whatever the 
reason, there was a continuous decline in 
the value of the Kwacha. The exchange 
rate which was K 2.2 for 1 US dollar in 
October 1985, rose to K 21.25 by April 
1987. Inflation also increased sharply. 

Relations between the government and 
the IMF/World Bank were already strain¬ 
ed because of Zambia’s failure to remain 
‘current’ and allowing overducs to ac¬ 
cumulate. However, there was room for 
rescheduling debt repayments through 
negotiation. Kaunda ignored this option 
and decided in May 1987 on the unilateral 
discontinuance of the IMF programme. 
At this pioint, there was much animosity 
against the international institutions, so 
much so that the Fund's representative in 
Lusaka had to be flown out in a hurry. 

Kaunda' then introduced a New 
Economic Recovery Programme—a 
purely indigenous one. The exchange auc¬ 
tions were scrappyed and replaced by a 
‘manual’ allocation system, with the value 
of the Kwacha pegged at K 8 j)er dollar. 
There was a complete departure from 
the policy of economic and financial 
liberalisation and heavy reliance was again 
placed on government controls. 

The severance of the relationship with 
ihc Fund and the Bank adversely affected 
other donor support. There was pressure 
on the set vicing of commercial debt and 
the balance of payments difficulties 
increased The sluggishness in coppter 
price' in J the mounting cost of oil inputs 
soon b: aught the economy to a crisis 
situation There ««» no alternative to a 
return to ih' I und a,.d this was finally ac¬ 
cepted m 1989 Tins time the condi¬ 
tionalities were nnre stringent, though the 
main requirements were the same—the 
dismantling of subsidies, the adjustment 
of the exchange rate, the containment of 
liquidity and fiscal discipline 

In June 1989, when the current pro- 
g-umnie was introduced, as many as 23 
commodities of consumption were sub¬ 
sidised through price controls. In one 
sweep, controls were lifted on 21 of these 
items, leaving subsidy only on mcalie- 
meal and fertilisers. These too have been 
subsequently reduced, with the fertiliser 
subsidy totally abolished in March of this 
year; a limited subsidy now continues only 
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on one type (the coarser variety) of 
mealie-meal. 

On th< all-important exchange front, 
some experiments have been tried. To start 
with, the Kwacha was devalued by 49 per 
cent and a ‘two windows’ system was tried 
out, with earnings from non-traditional 
exports allowed to receive a higher return. 
What is now in operation is a three-part 
scheme. The first of these is that the Bank 
of Zambia allocates, from donor funds 
and metal exports, exchange for all items 
under the OGL. The second is what is 
known as the ‘retention’ market. Earnings 
from all non-traditional (or non-metal) 
exports are realised through banking 
channels at a rate that the market is will¬ 
ing to pay. These earnings are ‘retained’ 
and released for approved inputs, subject 
to exchange controls which continue. The 
third part is known as the ’no funds’ 
market—a sort of official recognition of 
the facts of Zambian life. The prominent 
parallel (unofficial) export sector feeds 
this market, the size of which is placed at 
$ 80-100 million. No questions are asked 
about the sources and uses of funds in this 
market. They are mainly used for imports 
of items in the banned, or ‘negative’, list. 

It is this market which feeds the shelves 
of shops, now well-stocked with a fair 
range of consumer goods and luxury 
items, at fabulous prices. At present the 
official exchange rate is K 155 per US 
dollar, while the retention rate is K 210. 
The difference of about 30 per cent is con¬ 
sidered too high. It is planned to bridge 
the two rates, necessarily through further 
devaluation, and make the market rate 
operational. An Exchange Bureau will 
oversee this and, if and when this becomes 
effective, exchange controls will be totally 
withdrawn. 

Monetary and credit policies have hiked 
up the banks’ reserve requirements and 
interest rales to what might seem 
astronomical levels. The Bank rate is 47 
per cent and the maximum (actually, 
operative) lending rate is 51 per cent. 
Government bonds earn 60 per cent. 
Through another measure, parastatal 
units which had obtained credit from 
abroad have been required to pay up the 
Kwacha equivalent of their external debt 
to the Bank of Zambia. 

The policy measure that is currently 
most widely discussed is privatisation. 
There are about 130 parasiatal companies, 
ranging in activity from mining to hotels 
and travel agencies. As pier the Fund 
prescription, around 100 of these are to 
be privatised in the course of the next six 
years. The privatisation bill is now going 
through parliament and a Privatisation 
Committee is at work on the modalities. 
From the first list, It) companies, small 
and medium, are expected to be privatised 


this year. But work is still going on to 
assess the true Financial position of these 
companies. There is considerable scep¬ 
ticism about the pace—if not the fact— 
of privatisation, especially since the pro¬ 
gress of a similar policy in neighbouring 
Tanzania has been exceedingly slow. 

Another requirement of the IMF pro¬ 
gramme is an overhaul of the civil service, 
with sizeable increase in emoluments, 
especially for the higher cadres, to be 
balanced by readjustments and retrench¬ 
ment. Progress here has been distinctly 
lop-sided. Most salaries have been raised, 
but there has so far been no reduction in 
the workforce. 

Zambia's external debt now steads at 
S 6.5 billion, of which 45 per cent is from 
multilateral sources, 35 per cent is on 
official bilateral basis and the balance of 
20 per cent is on commercial terms. The 
debt is reportedly quoted in international 
markets at an average discount of 85 per 
cent. The government has done some 
extent of buy-back of its own debt but this 
is possible only to the extent it is permit¬ 
ted and funded by the donors. There is 
also some debt-equity swap involving 
commercial pipe-line credit, mainly of the 
parastatals, which is of relevance to the 
privatisation programme. This too is 
subject to specified limits. 

A remarkable feature of the whole 
situation is the generosity and leniency of 
Zambia's official donors. Considering the 
type of the economy, the quantum of aid 
is very substantial. To help clear arrears, 
there was also considerable ‘front- 
loading’. A new innovation introduced for 
the first time is a system for the accumula¬ 
tion of ‘rights’ which may be earned 
through the Fund’s approval of policies 
initiated and which would mean piece¬ 
meal cancellation of obligations. All that 
is needed is a demonstration of true com¬ 
mitment to economic reform; it is not 
necessary to show results. And very im¬ 
portant is the tacit understanding that the 
execution of the programme’s require¬ 
ments will not suffer for want of donor 
support. 

The outcome so far of the policies put 
through has only been negative. Inflation, 
which was between 105 and 152 per cent 
in the last three years, has shown no sign 
of abatement. Inevitably, it affects the 
weaker sections of society more intensely. 
Two consumer price indexes are compiled 
in this country, separately for the low and 
high income groups. The index for the low 
income group is generally at higher levels 
and the gap between the two has been 
widening markedly. May 1992 data show 
the index (base = 1977) at 8496 for the 
low income and 7311 for the high income 
groups—a difference of over 1000 points. 

In 1991 the gap was just about 100 points. 


Money supply is still increasing at a rate 
around 80 per cent and new factors which 
could push it up further are appearing, 
such as the demand for higher wages. 
Strikes are a common feature all over 
Zambia now. There were as many as 35 
recorded strikes in the first three months 
of the year. Some refer to this develop¬ 
ment as the price of democracy. 

There is as yet no sign of any progress 
towards the important objective of diver¬ 
sifying the economy away from copper. In 
fact, in the last year there was a 26 per cent 
decline in non-traditional exports, pro¬ 
bably the result of the high inflation 
undoing the effects of devaluation. 

The prospects for the success of a 
development plan in general, and of the 
structural adjustment programmes in par¬ 
ticular, have to be assessed in the context 
of the special features of the Zambian 
economy. Some of these are broadly com¬ 
mon to much of sub-Saharan Africa. 
There is, in the first place, the heavy 
dependence on the export of a primary 
commodity subject to shut-run price fluc¬ 
tuations and a secular price decline, 
resulting in a deterioration in the terms 
of trade. In the case of Zambia, the com¬ 
modity is copper and there is the further 
disadvantage that the country's copper 
deposits are fast depicting. Before the end 
of this century the richest copper mine in 
Zambia would become barren. This is a 
particularly gloomy picture for the not- 
so-distant future. Copper accounts for 
about 85 per cent of total exports and 
other metals like cobolt, zinc and lead pro¬ 
vide a further 5 per cent. The balance of 
10 per cent is what constitutes ‘non- 
traditional’ exports and it is on the expan¬ 
sion of this group that much hope is 
placed. 

In common again with many other 
African countries, Zambia has a fast 
growing population. The rate is presently 
placed at 3.6 per cent per annum. This 
despite a tragically high infant mortality 
rate. The impact of population growth is 
not yet felt in this sparsely peopled land, 
but social scientists see in this a cause for 
concern. A demographic feature peculiar 
to Zambia is the strong urban character 
of the population. With about half the 
population living in urban centres, 
Zambia claims to be the most urbanised 
country in Africa. The urban population 
is also well distributed over a fair number 
of small towns. This could be viewed as 
a feature of some advantage. Life in urban 
areas takes on a cosmopolitan character 
and tribal loyalties and factions tend to 
get subdued. An urban population can 
also provide an easily trainable industrial 
workforce. However, Zambia is yet to 
experience these advantages. What is very 
evident is the ‘demonstration effect* of 
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urban life-styles, an ever increasing de¬ 
mand for consumer goods and an unwill¬ 
ingness to move back to the land and 
adapt to agriculture. 

Despite the prominence of copper, min¬ 
ing is not the most important sector con¬ 
tributing to GDP. Manufacturing ac¬ 
counts for 29 per cent, as against only 12 
per cent from mining. More impressive is 
the fact that the share of manufacturing 
in GDP was only around 20 per cent in 
1980. Thus, Zambia’s industrial sector is 
of seeming significance Its range is also 
impressive with textiles, sugar, cement 
and tobacco apart from metal and metal 
products. However, the best option for the 
country’s development and for exports 
does not lie in industry, in the near future 
at least. For one thing, the industries are 
totally dependent on imports of capital 
and intermediate goods. For another, 
available managerial skills and Financial 
infrastructure are very limited. More .im¬ 
portantly, the indigenous entrepreneurial 
base is extremely weak. About 70 per cent 
of Zambia’s organised sector (including 
trade and services) is run by parastatals 
and a further 15 per cent by multi¬ 
nationals. So only the remaining 15 per 
cent represents the local private sector and 
much of this is not truly indigenous as it 
includes a strong foreign, principally 
Asian, element. Duly Zambian industrial 
activity is very limited. 

A strong parallel economy based on 
exports is another special feature of 
Zambia. The country is said to have a 
quarter of the world’s emerald deposits 
and there are other gems as well. Yet 
recorded export earnings from gemstones 
is negligible—the result of Kaunda’s ban 
on private trade in this area. It has been 
officially estimated that $ 200 million 
worth of gemstones move out of Zambia 
every year, while the amounts realised 
through approved channels is only about 
S 10 million. As mentioned earlier, this is 
an important source of the ‘no funds’ 
market. Policy is now directed forwards 
legalising this market. The last budget an¬ 
nounced the government’s intention of 
legalising the holding of bank accounts 
abroad. It is also hoped that the Exchange 
Bureau, which is expected to merge the of¬ 
ficial and retention markets, would absorb 
the parallel market as well, by offering 
demand-'’' lermined rates of exchange. 

It is the government’s repeated wish and 
hope that the process of parastatal 
privatisation would bring about wide 
indigenous participation. The scope for 
establishing mutual funds to absorb small 
savings for tlyls purpose is frequently 
discussed. But the feasibility of this ap¬ 
proach is uncertain in a society where a 
preference for financial assets has not 
taken root and where, moreover, moun¬ 


ting inflation erodes saving potential. At 
the same time, there is some hesitation 
about seeking external participation in the 
privatisation process. The government is 
particularly sensitive to the possibility of 
further inroads by the multinationals. To 
what extent multinationals would be at¬ 
tracted to Zambia now is a different ques¬ 
tion. What appears more likely, right now, 
is the inflow of South African capital. 
There is new amity between the two na¬ 
tions, with exchange of official visits, 
discussions of collaboration, joint ac¬ 
tion and promotion of mutual interest. 
Industrialists of South Africa—white of 
course—are very uncertain of their future 
in their own country and it is believed that 
they are exploring shifting to neighbour¬ 
ing countries. 

For the immediate—and even long- 
run—future a vital necessity is that of 
diversifying the economy. Apart from the 
common sense logic of moving away from 
heavy dependence on one primary com¬ 
modity, there is also the inexorable fact 
that the stock of that commodity is fast 
running out. At the moment the narrow 
range of non-traditional exports does not 
include much of agricultural products, but 
this is an area where Zambia has a distinct 
comparative advantage. It is not only that 
the soil is rich and ferule and that cash 
crops like tobacco and oilseeds are already 
cultivated and can be further developed. 
There is also vast potential in agriculture, 
because of Zambia’s location in the 
southern hemisphere and the reversal of 
seasons. Fruits, flowers and vegetables 
grown in the spring and summer months 
would be welcome in the winter-bound 
European markets. But the exploration of 
these possibilities would need considerable 
build-up of infrastructure, especially 
transport and storage And equally impor¬ 
tant, it would need a substantial work¬ 
force which may not be easily forth¬ 
coming in today’s Zambian society. 

The structural adjustment programme’s 
target of a 10-15 per cent annual growth 
in non-traditional export does seem a bit 
of wishful thinking. Inelastic supplies of 
some commodities and inelastic demand 
for others cannot be easily overcome. 

Meanwhile, a feature of daily life that 
affects Zambians in every possible way is 
the relentless pace of inflation. The belief 
that demand management can bring 
about macro-economic stability and pro¬ 
mote growth has been often challenged 
and it would seem that Zambia presents 
yet another example of its dubious logic. 
It could of course be argued that demand 
management measures have not really 
been implemented inasmuch as money 
supply continues to record a high rate of 
increase: But, on the other hand, there are 
strong cost-push factors at work—rising 


wages following spiralling prices, very 
high interest rates and the sharp devalua¬ 
tion of the currency in an economy where 
import-substitution has little scope 
Continuous high inflation can destabilise 
society and have a crippling effect on the 
morale of the people and seriously under¬ 
mine the chances of success of any 
reform. 

Politically, the situation is favourable 
right now though Chiluba may not be as 
secure as he might wish. The Movement 
for Multi-Party Democracy (MMD), 
which overthrew Kaunda’s 27-year regime 
in the elections of October 1991 is. after 
all, a ‘movement’ and not really a ‘party’. 
The breaking away of rebel units (termed 
‘pressure groups’) from the MMD has 
begun, justifying the proclaimed multi¬ 
party nature of the new democracy. The 
process will, however, take time to gather 
strength. More disturbing is the widely 
known fact that Chtluba’s command over 
his team lacks the strength necessary for 
a head of state. There are dissensions in 
the cabinet with some ministers opposing 
the policies of the structural adjustment 
programme. Chiluba cannot afford to 
ignore the dictates of the donors. At the 
same time, he cannot afford to get too 
unpopular. A recent development might 
illustrate his attempt to balance conflic¬ 
ting objectives. An increase in the prices 
of meahe-meal of over 100 per cent was 
announced last month. This was said to 
reflect millers’ costs and government 
spokesmen were quoted as saying that 
there would be no interference with 
market forces. In complete contrast to the 
violent protests that followed Kaunda’s 
attempt to raise meahe-meal prices, this 
hefty increase was accepted without any 
fuss Kaunda’s party's attempt to stage a 
protest was nipped in the bud. More sur¬ 
prises were to follow. Chiiuba, who had 
been out of the country when the price 
increase was announced, loudly denounc¬ 
ed it on his return, attributing it to the 
avarice of the millers, who were asked to 
do their ‘mathematics’ again. The millers 
obliged—by bringing down the price by 
about 2Q per cent. 

Chiluba knows he has one source of 
strength—the backing of the donors. This 
is given not because of his qualities of 
leadership but because the donors do not 
wish to see a return of Kaunda and his ilk. 
The western nations have a high stake in 
Zambia’s multi-party democracy. It is the 
first such experiment in this part of 
the African continent. Liberal aid on 
generous terms is a small price to pay for 
this. 

(Grateful thanks are due to S S Thakur, Ad¬ 
viser to the Governor of the Bank of Zambia, 
for very useful discussions and dala.j 
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PERSPECTIVES 


Quest for Peace from Pre- to 
Post-Industrial Society 

S K Son 

The Gandhian approach, which has had so far only limited trial 
and success in the present society, may find a more favourable soil 
in the more affluent, egalitarian, and educated post-industrial 
society. In particular, one of Gandhi’s important teachings, 
namely, non-violerit resistance to evil may be given a useful new 
orientation. 


THE quest lor peace has always been 
closely linked with the quest for economic 
utopia and an equally elusive holy grail. 
Psychological factors have often played as 
important a lole as socio-economic (ac¬ 
tors in triggering oil violence and war. 

It has been debated whether Cain killed 
his brother Abel for psychological or 
maicnat icasons Rut ever since that 
mythical lirst act of violence, human 
society has constantly been haunted by it. 
People have had also a strange hate-love 
approach to violence. Killings have been 
abhorred but great killers have sometimes 
been admired 

Almost all scriptures have condemned 
violence as sin. Most of the great precep¬ 
tors have given the highest priority to 
peace. Some like Christ and Gandhi have 
sacrificed then lives for peace But unfor¬ 
tunately to not much avail Violence and 
war have often been on the increase. Next 
to the great saints, great warriors have 
been adored throughout the ages. 

PkIVAIL VlOt f N( i 

A distinction needs to be made between 
private violence between individuals or 
groups and public violence between states 
and between states and militants. 

1 rom the earliest times various 
measures have been tried to curb private 
violence; precept, education, mediation, 
intervention, social pressure and codes of 
conduct, religious deterrence dubbing it 
as sin and legal punishment branding it 
as irune Some ot these, singly or joint¬ 
ly, have also met with varying degrees of 
success from tunc to time, lo give only 
two examples duelling which was once 
applauded was later sought to be 
regulated by codes of conduct or law but 
has now gone out of fashion; Ihe Vikings 
who were once the most violent people in 
Europe have now become most peace- 
loving, thanks to religious, social and 
economic development 

In some democratic countries like 


Switzerland and Sweden, a decentralised 
but strong representative government and 
popular support for rule of law and in 
some non-democratic countries like com¬ 
munist China and fundamentalist Saudi 
Arabia the iron hand of the state have 
succeeded in keeping the proportion of 
private murders to the total population at 
levels significantly lower than in many 
other countries. But both seem now to 
have reached a minimum which is unlikely 
to go down further. 

Given the basic weaknesses of human 
nature, even in the post-industrial society 
forecast for the year 2176 by Herman 
Kahn in his book The Next 200 Years, the 
proportion of private violence to the total 
population may not be much lower than 
what it is today in Switzerland or Sweden. 
Growth of per capita income as forecast, 
reduction of inequality, development of 
education and culture and respect for the 
fairness of law-enforcing institutions may 
eventually succeed in reducing the in¬ 
cidence of private violence 'in many 
other countries to the present level in 
Switzerland or Swedeh.' 

The low proportion of private violence 
obtaining in China or Saudi Arabia may 
not provide a good indicator for future 
social evolution. For, whenever the iron 
hand of the state gets weakened, private 
violence may increase sharply since sup¬ 
pression is not necessarily a cure. 

Need for sound laws and social sanc¬ 
tions against private violence will remain 
even in Herman Kahn’s target year 2176 
not to speak of ‘John Maynard Keynes' 
target year 2030. 

War 

As Kahn has indicated, the nature of 
war or inter-state violence on the other 
hand may change significantly between 
now and the year 2176 in the passage from 
the pre-industrial and industrial to super¬ 
industrial and post-industrial society in 
large pyts of the world. 


In the pre-industrial society, war hps 
been primarily for or against aggression 
seeking loot or land. It was quite frequent 
and largely between neighbours. The cost 
of war and risk of defeat were the main 
deterrent factors for the potential rival 
states. War was rarely regarded as crime 
or even sin. Even small innovation and 
superiority in military technology and 
strategy often decided the fates of wars 
more than the relative size ftr bravery of 
the contending forces. The defeat of the 
armed forces was often the decisive fac¬ 
tor. The rest of the nation was relatively 
passive. 

In the industrial society, wars became 
increasingly more organised, eventually 
involving the entire nation or becoming 
total war. The military-industrial complex 
became particularly important as 
lamented by the great solider-statesman, 
president Eisenhower. The two world wars 
between the great powers and the prolong¬ 
ed Vietnam and Afghan wars each bet¬ 
ween the expeditionary forces of a super¬ 
power and national resistance by the 
people of a small country became par¬ 
ticularly destructive not only of life and 
property but also of human values. 

The long drawn out cold war between 
the two superpowers was also a war of at¬ 
trition peculiar to the industrial society. 

With the collapse of the erstwhile 
USSR, partly due to domestic causes, the 
bipolar cold war has no doubt ended and 
hegemony of a single superpower, the US, 
has been established for the time being 
and the fear of nuclear holocaust has 
receded. But it is doubtful how long this 
single superpower hegemony will last. 
Arrogance of power and unwise action by 
the military industrial caucus of the US 
may sooner or later provoke the European 
Community and Japan (who no longer 
need the US support against USSR) to 
challenge the hegemony of the US, which 
is suffering from serious adverse balance 
payments against Japan and Germany 
(partly due to the earlier onset of the 
down turn of the Kondratieff wave cycle). 
Even (he Russian Republic, free from the 
liabilities of the poorer constituents of 
USSR, may rise once again from the ashes 
like a Phoenix. This may in fact happen 
much sooner thaq commonly expected 
because the basic scientific and tech¬ 
nological as well as defence capability of 
the Russian Republic continues in a 
significant measure. Communist China 
and some of the major countries of the 
south, although temporarily overawed by 
the military and economic cfout of the 
US, may soon recover their morale and 
collaborate to devise possible defensive ac- 



tion or attrition against the irksome 
hegemony of the US. 

It is interesting to compare the present 
hegemony of the US in the world with the 
erstwhile hegemony of Britain in the 
Indian subcontinent. 

It took Britain 100 years from 1757 to 
1857 and many wars to achieve its 
hegemony in the subcontinent. As a result 
of various measures for attrition (pressure 
of public opinion, economic boycott, 
violent militancy and non-violent resis¬ 
tance) taken by the Indian opponents of 
British rule between 1905 and 1947, this 
hegemonistic empire did not last beyond 
90 years after its consolidation, which was 
tn fact much shorter than the life span of 
some of the older empires in the pre- 
industrial era. 

The relatively short life span of other 
modern empires, e g, French, Russian and 
Japanese, tends to indicate that the pro¬ 
cess of attrition against hegemony has 
become much quicker in the industrial as 
compared to the pre-industrial society. It 
may very well be even quicker in the super- 
industrial society. 

The changing nature of technology, in¬ 
creasing dependence on a large educated 
bureaucracy and technocracy for main¬ 
taining the hegemony and the resultant 
greater social and political importance of 
a questioning (not blindly loyal) middle 
class, rich in income as well as numbers, 
may be partly responsible for this kind of 
shorter life span of modern hegemonies. 
The challenge comes from both within 
and without. The basic interests of the 
small ruling group, enjoying political and 
economic hegemony, and the rest of the 
large, educated, critical middle class (both 
in the country which exercises the 
hegemony and in countries which are sub¬ 
ject to it) are often divergent. It is this 
fissure which tends to become wider more 
quickly in modern times and triggers off 
a sudden landslide. 

The accelerated landslide for the British 
imperial hegemony in India and Com¬ 
munist Party hegemony in USSR resulted 
partly from the growing size of the mid¬ 
dle class respectively both in Britain and 
India and the Russian Republic and other 
constituents of USSR. 

This trend is likely to get accelerated in 
the super-industrial society and affect the 
present hegemony of the US also. No 
amount of control over innovations in 
other countries (say through TRIPS) is 
likely to escape evasion for long given the 
level of education'and ingenuity of the 
new middle class. 

The terror and other tactics used in the 
past by ruling caucuses for maintaining 
their hegemony may not be long effective 
in future because the ancillary and subor¬ 
dinate personnel needed for implementing 


these tactics will belong to this same 
educated middle class and may not be as 
unquestioning as the props of the older 
empires. The education that is needed for 
accelerating technological progress will 
also help promote more liberal and 
humane values ordinarily. Of course it is 
conceivable that modern technology that 
gives more power for ‘direction’ and 
‘manipulation’ to the ruling caucus may 
enable it to throttle this middle class also, 
if not for a long time at least for several 
decades. This is certainly a possibility. 
How it can be best guarded against needs 
earnest consideration. 

Although with the dissolution of the 
CENTO the possibility of a major nuclear 
war or so-called star war has receded for 
the present, the danger of serious war with 
other kinds of sophisticated weapons in 
different parts of the world will continue 
in both the remaining period of the pre¬ 
sent industrial society and at least the first 
three-quarters of the coming super¬ 
industrial society. The basic reasons will 
be more or less the same in both: strug¬ 
gle for markets and raw materials, in¬ 
equitable distribution of economic and 
political power, resentment against exer¬ 
cise of hegemony by a few oligopolies and 
oligarchies, sense of injustice among the 
people who feel seriously discriminated 
against, superiority and inferiority com¬ 
plex, etc Risk of major wars is likely to 
come from the nations contending for the 
top rungs of the industrial ladder while 
minor wars may originate at the lower 
rungs, until international peace-keeping 
institutions and accommodations become 
really effective. 

While international organisations and 
their bureaucracies may exercise greater 
pacific role as they get stronger, the 
possibility should also be recognised that 
a struggle may arise between the hege¬ 
monistic power (and its oligopolies) and 
its opponents (and their enterprises) to 
utilise them to serve their respective self- 
interests. Further, multinational corpora¬ 
tions may exercise increasingly more 
power than rhany nation slates and erode 
the sovereignty of the latter. These will 
also introduce new complications in both 
industrial and super-industrial societies 
calling for constructive solutions. 

It is only in the post-industrial society, 
at least after it has come in the present 
group of developed countries and large 
parts of the next two groups of countries 
listed by Kahn, that there may be a basic 
change in the situation favouring the end 
of inter-state wars, if of course meanwhile 
a fair system of settling inter-state disputes 
can be evolved and the system of institu¬ 
tionalised innovations succeeds in reduc¬ 
ing substantially the scarcity of basic 
sources of energy and raw materials as 
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expected by Kahn. 

It is not, however, clear how precisely 
the transformation from the super¬ 
industrial to the post-industrial society 
will come about. Will it come auto¬ 
matically and relatively smoothly through 
the natural momentum of the on-going 
process of technological and organisa¬ 
tional innovation itself or will it require 
some guiding or promotional action by 
some authority, national or international, 
and if so how and to what extent and what 
may be the likely snags are some of the 
moot points. Kahn is not quite explicit 
about it but one gets the feeling that he 
possibly favours the first possibility. But 
if this is not correct and the second 
possibility is envisaged, some serious 
political and social difficulties may be en¬ 
countered. There may be risk of serious 
inequities, conflicts and delays during the 
period of transition from the super- 
industrial to the post-industrial society. 
What is particularly important is that the 
behaviour pattern appropriate to the stage 
when the ‘S’ curve will flatten out will be 
very different from what was appropriate 
when it was rising. 

Both during the period of transition to 
and in the post-industrial society itself, 
considerable power of direction and 
manipulation as apprehended by Kahn 
himself may be exercised by a small caucus 
for some periods. How this will be actual¬ 
ly done and to what end will raise very 
serious political and social questions as 
mentioned earlier. The seeds of violence, 
coups and counter-coups and militancy 
will then sprout unless effective corrective 
systems and methods are evolved by the 
time the post-industrial society comes. 

Militancy 

A traditional way of countering keenly 
resented and unjust exercise of state power 
by a ruling caucus is militancy by the 
disgruntled group. The usual modus 
opfrandi is to take up a populist cause and 
provoke the government bv some ter- 
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rorisnc action in ihe name ot that cause. 
When the government takes punitive ac¬ 
tion, tilings we so arranged that some 
innocent people suffer, making it, un¬ 
popular I he militants seek populai sup¬ 
port posing as Rohm Hoods, ['hereafter 
,i vicious ode of violence and counter- 
violence starts eventually culminating in 
a serious icbcllton unless the government 
is very careful and competent 
A common practice of the ‘haves' who 
are in charge of state power ts to tty first 
to crush the militants by use of massive 
force and only thereafter to take some 
conciliatory action. A master political 
strategist of ancicni India recommended 
instead a combination of ‘sham’ (negotia¬ 
tion), ‘dan’ (offer of money), ‘danda’ 
(punishment) and ‘shed’ (creation of divi¬ 
sion) m appropnate sequence and doses, 
with ‘sham’ Hied all tilt time, for curbing 
militancy He also prescribed that the 
usual weakness among militants to split 
into factions and commit repulsive crimes 
should Ire c level iy exploited 

A modern method ot pic entirig and 
curbing militaries is to give the militants 
who have strong popular support a 
reasonable onpoitunilv lo share power 
through an appioprtatr system of decen¬ 
tralised and democratic institutions. This 
may undoubtedly help, especially if of the 
eo-opetativc instead of confrontational 
type. Hut it may have also its limitations, 
particular iv if Uie technology of mani¬ 
pulation is of stuh a character as to favour 
centralisation of ultimate power in the 
nands of a small group of people occu¬ 
pying key positions. 

That is whv Kahn stud that “at first 
sight the problem ot war appears 
anomalous in this (post industrial) con¬ 
text, but there may v eil tic possibilities for 
both offence and defence, there will cci- 
tainly be issues ot'the use and corifo) of 
violence” 

fttiKt) Paki y Satyagkaha 
[ he risk of mler-state wars may oc 
substantially reduced in the post-industrial 
society. Hut the other risk may remain that 
some of the ruling caucuses may be temp¬ 
ted to perpetuate their hold and even 
extend tt. The immense power for direc¬ 
tion and manipulation that future tech¬ 
nological and communication innovations 
will give the government may 'corrupt’ 
them greatly, if not ‘absolutely’, unless ef¬ 
fective countervailing institutions and 
measures are purposefully provided. 

In ;lu. absence ot such countervailing 
l'tosiwons, the ruling caucuses in some 
governments mas become so careless and 
dictatorial as tn ui t unwisely both towards 
their own people and some other govern¬ 
ments, although the reduced scarcity of 
matenal resources all over as projected 
mav make the possibility of the latter 
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relatively less. 

Militancy, if not war, will then continue 
to disturb peace. Resentment against 
callous behaviour of the ruling elite may 
give rise to a cycle of violent coups and 
counter-coups disturbing peace in the 
post-industrial society also. 

Development of hi-tech small arms and 
personal communication facilities, 
especially through miniaturisation, may 
then increase very much the capacity of 
the militants for violence and disruption. 
The vicious cycle thus once started may 
continue for a long lime and negate many 
of the expected benefits of the post- 
tndustiial society unless nipped in the 
bud 

How the possibility of such dictatorial 
action of the rulers and violent reaction 
of the militants can be effectively 
counteracted will remain an important 
problem even in the post-industrial 
society. 

Strong UN peace-keeping organisa¬ 
tions, effective domestic checks and 
balances, a co-operative (or collegiate) 
form of government and substantial 
decentralisation of power, if added to the 
higher level and more equitably distri¬ 
buted income that has been forecast for 
the post-industrial society should of 
course help make the problem of violence 
by and against a government less difficult 
to tackle in the post-industrial society than 
at present 

Nevertheless there will be continued 
need for eternal vigilance and suitable 
supplementary action against possible 
recurrence of violence even then. 

As has been hinted in an earlier article, 
the Gandhian approach, which has had 
so far only limited trial and success in 
the present society may find a more 
iavoutahlr soil in the more affluent, 
egalitarian and educated post-industrial 
society and prove to be one such sup¬ 
plementary measure of considerable ef¬ 
ficacy. In that kind of society there may 
be greater appeal than at present for 
Mahatma Gandhi’s basic ideas like decen¬ 
tralisation, moderation m consumption, 
nature friendly small-scale production and 
non-violent tesislance to domination and 
exploitation, which were in fact also the 
teachings of other saints like Gautam 
Buddha and Jesus Christ. 

In particular, one of MahatrtTa 
Gandhi’s important teachings, namely, 
non-violent resistance (as distinct from 
non-resistance) to evil may be given a 
useful new orientation in the post 
industrial society. 

This orientation is that non-violent 
resistance or ‘satyagraha’ may be offered 
not necessarily by the aggrieved party 
itself as Mahatma Gandhi advocated but 
by a third parly, a non-partisan group 
which has no axe of its own to grind so 


far the disputed issue is concerned. 

This non-partisan group of salyagrahis 
need not ask the violencc-prone dis¬ 
putants to give up their weapons but will 
seek to put persistent moral pressure on 
them by non-violent physical intervention 
to get the dispute settled by negotiation, 
mediation and arbitration. Such interven¬ 
tion by third party satyagrahis will not 
replace such official mediating bodies as 
may exist but only supplement their for¬ 
mal efforts at evolving a compromise 
solution by keeping up a non-formal 
moral pressure or sanction yntil a peaceful 
settlement of the dispute is achieved. 

Mahatma Gandhi's technique of 
satyagraha has rightly been described by 
some people as moral jiu-jut-.su. It does 
not depend on the balance of relative 
physical strength but on throwing the op¬ 
ponent, even if much more powerful 
physically, seriously off balance in a moral 
sense. 

The great potential of well planned and 
well organised satyagraha offered by a 
third party . which is transparently non¬ 
partisan in a political dispute, deserves 
much greater consideration of all leaders 
of public opinion interested in evolving a 
less violent and peaceful social order. It 
is also likely to have relatively greater 
potential in the more sophisticated post- 
industrial society. 

A question may arise why anyone who 
has no personal interest m a dispute will 
invite the great suffering that such 
satyagraha may involve. The answer lies 
not in the cold calculus of cost and benefit 
but in that sublime clement in human 
spirit which has moved throughout the 
ages not only great saints or great patriots 
but also many common men to make the 
supreme sacrifice for a noble cause which 
they cherished 
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REVIEW ARTICLE 


Comprehending Equalities 

S Guhan 

Competing Equalities: Law and the Backward Classes in India by Marc 
Galantcr; Oxford University Press (paperback), 1991; pp xxviii 4 625, Rs 95. 


GALANTER’S has been a basic source book 
to all those interested in preferential policies. 
First published in 1984, it covers develop¬ 
ments up to 1980, i e, until the report of the 
Mandal Commission in 1981. Its re-issue in 
an easily accessible paperback edition is 
timely and useful for a number of reasons. 
The jurisprudence of compensatory dis¬ 
crimination, which is Galanter’s theme, had 
its formative period between the mid-60s 
and the beginning of the 80s and has not 
undergone any major changes since then. 
Galantcr’s discussion of it continues, 
therefore, to be quite up-to-date. Secondly, 
as the author himself notes in the Preface, 
‘the Mandal report revives for replay on the 
larger national stage all of the questions and 
perplexities traced in this book’. We have by 
now witnessed this replay in the intensely 
emotional debate in 1990 that followed the 
decisions of the V P Singh government on 
the Mandal report. Galanter’s careful and 
objective discussion of the whole gamut of 
issues involved in compensatory discrimina¬ 
tion should be most useful in replacing heat 
with light. Thirdly, the Narasimha Rao 
government’s decisions on the Mandal 
report are now before the Supreme Court 
and the book will be of great value for 
situating the court’s judgment, as and when 
it is available, in an historical framework. 
For all these reasons, the re-issue of the book 
is to be greatly welcomed. It is highly recom¬ 
mended to all those who are, or ought to b:, 
interested in preferential policies, especially 
:o the critics of Mandal and to every one of 
the honourable judges who constitute the 
Supreme Court bench. 

The principle of 'formal equality' is 
laid down in various provisions of the 
Constitution—articles 14. 15(1), 16(2) and 
29(2)—which prohibit the state from 
discriminating against any citizen in employ¬ 
ment under the state or in the matter of ad¬ 
mission into educational institutions main¬ 
tained or aided from state funds on grounds 
such as religion, race, caste, descent, and 
language At the same time, the Constitu¬ 
tion recognises that formal equality (or 
equal treatment of uneouals) needs to be 
qualified if ‘substantive equality’ is to be en 
sured: equality of opportunity is not the 
same as the opportunity to be equal. In the 
Indian context, the inequalities in initial 
position which have been considered to re¬ 
quire a ‘social handicap’, if they are to be 
overcome for promoting equality in out¬ 
comes and not just in opportunities, are en¬ 
trenched and cumulative inequalities arising 


from the age-old caste system. According¬ 
ly, the Constitution also contains a number 
of provisions to ensure, what Galanter calls, 
the ‘competing equality’ of compensatory 
discrimination. Article 46 requires the state 
“to promote with special care the educational 
and economic interests of the weaker sec¬ 
tions of the people, and, in particular of the 
scheduled castes and scheduled tribes and 
protect them from social injustice and all 
forms of exploitation’ Article 15(4) enables 
the state to make any special provision for 
the advancement of any socially and educa¬ 
tionally backward classes of citizens or for 
the scheduled castes and scheduled tribes. 
Article 16(4) permits the state to make ‘any 
provision for the reservation of appoint¬ 
ments or posts in favour of any backward 
class of citizens which, in the opinion of the 
state, is not adequately represented in the 
services of the state'. To effectuate these pro¬ 
visions, the Constitution (article 340) en¬ 
visages a Commission ‘to investigate the 
conditions of socially and educationally 
backward classes and the difficulties 
under which they labour’ and to recommend 
the steps necessary 'to remove such dif¬ 
ficulties and to improve their condition’. 

The broad theme of Galanter’s book is to 
explore how the competing equalities— 
formal and substantive—have interacted in 
terms of the implementation and interpreta¬ 
tion of these provisions by governments and 
by the courts at the all-India and state levels. 
The first part of the book (chapters I to 4) 
describes the caste-based ’compartmental 
society’ of India and the impact on it of 
British rule and nationalist politics. This is 
followed by an evaluation of the perfor¬ 
mance of compensatory discrimination pro¬ 
grammes addressed to scheduled castes and 
scheduled tribes (SCs and STs) with par¬ 
ticular reference to reservations in govern¬ 
ment employment The six chapters in the 
second part deal with various problems 
encountered in ihe identification of 
beneficiaries, among SCs, STs and other 
backward classes and how they have been 
attempted to be resolved. The five chapters 
that follow in the third part relate to the 
judicial process Alter setting out the scope 
of constitutional provisions ralating to com¬ 
pensatory discrimination policies, Galanter 
discusses the views that courts have taken on 
various issues related to the scope, extent, 
design and operation of policies and pro 
grammes for compensatory discrimination. 
He then provides a critique of the judicial 
system and processes ending up with a 


balanced assessment of their achievements 
and shortcomings. The final chapter of the 
book (‘The Little Done, the Vast Undone’) 
reflects on the costs and benefits of the 
policies 

Throughout, Galantcr’s position is that of 
a scholarly external observer who is sym¬ 
pathetic to compensatory discrimination. He 
believes that persistent and cumulative caste- 

related inequalities need to be corrected 
through compensatory (or revetse) dis¬ 
crimination in the interests of securing 
substantive equality. At the same time, he 
is sensitive to the fact that compensatory 
discrimination is ‘akin to the old discrimina¬ 
tion’ and is not just 'a benign process of in¬ 
clusion’. Admittedly, it carries with it us own 
costs of ‘arbitrariness and unfairness’. An 
objective view has to be taken about how 
these costs arise, their nature and extent, and 
how they can be mitigated so that the com¬ 
peting equalities can be accommodated in 
a larger framework. Galanter believes that 
the Indian effort has been to secure such an 
accommodation ^tjd although the reality 
might have disappointed ‘many fond hopes, 
the turn away from the older hierarchic 
model to a pluralistic participatory society 
has proved vigorous and enduring’. This 
standpoint-—sympathetic to compensatory 
discrimination while sensitive to formal 
equality—distinguishes Galanter from many 
Indian critics of the Mandal report who have 
underplayed caste-related inequalities, 
wilfully exaggerated the costs of compen¬ 
satory discrimination, misunderstood or 
misrepresented how compensatory dis¬ 
crimination has worked, and have adopted 
a destiuctive animus to the whole issue of 
promoting substantive equality in a deeply 
inegalitarian society. It is not surprising, 
therefore, that so few of them have relerred 
to, or taken note of, Galanter's book in their 
tirades against the Mandal report. By the 
same token, Galanter’s careful discussion 
provides a most useful text for correcting the 
several errois of fact and judgment that 
abound in the anti Mandal literature of the 
past few years 

Backwaid classes (BOO comprise SCs, 
STs and other backwaid classes (OBCs). 
Preferences for SCs and S IS are constitu¬ 
tionally guaranteed or permitted and in¬ 
clude: (a) reservations in parliament, state 
legislatures and other bodies such as pan- 
chavat raj institutions and co-opcratives, 
(b) reservations in educational institutions, 
m government employment, and in benefits 
from government schemes (such as 1RDP, 
housing allotments), (c) special welfare pro¬ 
grammes (e g, scholarships, hostels, house- 
sites, loans for economic advancement), and 
(d) protection against exploitation and vic¬ 
timisation (e g, legislation against offences 
related to ‘umouchability’). On the face of 
it, this wide array of measures might sug- 
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gest that a great deal has been, or is being, 
done lor SCs and STS as spontaneous repara¬ 
tion for their v sploitation by ‘caste’ Hindus 
The facts as brought out by Galanter are less 
comforting. Historically, although ‘uri- 
touchability' and all the disabilities that went 
with it. weie recognised by social reformers 
as the scourge of Hinduism, preferential 
treatment tor SC's was realised only after 
prolonged political struggle, under the 
leadership of B R Ambcdkaj. In its initial 
years, the Indian National Congiess tended 
to evade social issues as evidenced by 
Dadabhai Naoroji’s presidential statement 
(1886) that ‘a National Congress must con¬ 
fine itself to questions in which the entire 
nation has a direci participation, and it must 
leave the adjustment of social reforms and 
other class questions to . lass Congresses’. 
After sepaiate electoiates were provided to 
Muslims tri the Mmlo Morley reforms ot 
1909, there anise the danger that the ‘un¬ 
touchables’ (then known as the depressed 
classes) might want political recognition as 
a group distinct from the Hindus, eroding 
the vole base of the Congress. It was only 
m 1917 that the Congress was to pass its fust 
anti-disabilities resolution, that too 'a mild 
and hesitant’ one. 1 he Poona pact of 1932, 
which fust accepted the pnnciplcof reserv¬ 
ed scats tor SCs, was icached only after over¬ 
coming Gandhi's stubborn opposition. 
Thus, efforts to remove untouchabihty and 
to help its victims basically originated from 
’a real cnsis m the political life of the 
Hindu community’ rather than from the 
‘evangelical’ impulses espoused by the 
mahatma for hanjan uplift. 

Gaiantei's appraisal ol the benefits that 
had actually ncu tied to St.’s and STs up to 
the beginning ol llie 80s, i e, during nearly 
three dev ades alter independence, indicates 
that reality has been lat behind 'he rhetoric 
Vety few ot SC S and STs have got elected to 
general seals in the legislative bodies, con¬ 
firming the necessity lor reservations. (Recall 
the experience in the recent elections to the 
CWC in the firupati session of the Con¬ 
gress.) further, inasmuch as the reserved 
seat legislator is dependent upon a consti¬ 
tuency made up overwhelmingly of non¬ 
members of his group, (he interests of the 
SCs and STs are ‘filtered and muffled’ in¬ 
sofar as they diverge from the interests of 
other groups. Schemes for educational and 
economic advancement present a general 
picture of poor implementation. Allocations 
for them have not significantly risen in real 
terms and tend to be under-spent from year 
to year Enrolment at higher levels of school¬ 
ing and m professional courses continues to 
be low and dropout rates in elementary 
education are ct.ll very high. 

The cenoat government has provided 
reservations in government employment for 
SCs since 1941 and tor Sis since 1950 The 
quotas were originally 12 5 per cent and 5 
per cent and were increased to is per cent 
and 7 5 per cent in 1970 Yet, SCs and STs, 
accounting for 15 and 7 per cent of total 


population, claimed 5 per cent or less of 
class I and II jobs as late as 1975. Inasmuch 
as reservations apply only to current 
recruitments and not to the entire comple¬ 
ment of posts, they can in any case be 
expected to result in the full quota only over 
a long period of time following their en¬ 
forcement. To allow for this factor, Galanter 
has estimated what proportion of total posts 
that could have been expected to be filled, 
if reservations had been fully implemented, 
were actually filled. His finding for 1953-75 
is that while (his proportion was fairly htgh 
(70 to 80 per cent) at the top and bottom 
ends of the spectrum, vi/, the IAS and 
class II! posts, there was great undet 
representation in the middle layers (class I 
and II posts). 1 he mam reason lor this was 
not lack of qualified candidates. At the 
lowest echelons, reservations had been 
underfilled because of “indifference oi 
hostility on the part of appointing 
authorities, insufficient publicisation of 
vacancies, and the sheer expense of applica 
tinn". At higher or promotion levels, formal 
and informal procedures had operated to 
keep out .A/x such as ad hoc and temporary 
promotions, elimination through personal 
evaluation procedures hive interviews and 
personality tests, and unfair advetse entries 
in confidential lecords. Altogether, the slow 
but steady progress in the matter of govern¬ 
ment employment for SCs has taken place 
in the face of “resistance that is seldom ar¬ 
ticulated but nevertheless dogged It is 
resistance compounded of ignorance, 
apathy, prejudice and resentment;’ 

Galanter \ evaluation of the effective reach 
of prcfetential programmes for SCs is 
somewhat dated and has had to contend 
with inadequacies of data, which is itself a 
reflection on the seriousness with which 
theve programmes have been taken. Never¬ 
theless, it brings out forcefully the lack of 
political and administrative commitment 
which has characterised ameliorative pro¬ 
grammes for the SCs in the three decades 
after independence Many of the critics of 
the Mandal report have argued that similar 
special programmes for OBCs could be 
relied upon to promote their educational and 
economu status obviating the need lor reser¬ 
vations The SCs have all along been 
recognised as ihe most disadvantaged of the 
backward classes, preferential policies in 
their favour have been comprehensive and 
in existence lor a long period; they have been 
supplemented with electoral, employment, 
and educational reservations; SCs are only 
one-third or one-half in number compared 
to OBCs; and, politically, they are much 
better mobtlised.-If, despite all these factors, 
ameliorative efforts, even in their case, have 
fallen so far short of expectations, surely too 
much cannot be expected from such 
measures for remedying the backwardness 
of the OBCs. 

Wc can now turn to the more complex set 
of issues relating to OBCs to which the bulk 
of Galanter’s book is devoted. The caste 


system in India represents a wide spectrum 
of graded inequalities, extending from the 
lowliest ’untouchable’ at one end to the 
brahmin at the other and it is erroneous to 
view it as a sharp dichotomy between the 
SCs and all other Hindus. The substantial 
backwardness, relative to the ‘forward’ 
castes, ol the other backward castes has been 
recognised since the late 19th century in 
official documents and in the provision of 
educational concessions in the old Madras 
presidency and in the old Mysore state. It 
is also reflected in the objectives resolution 
of the Constituent Assembly, moved by 
Nehru on December 13,* 1946, which 
resolved to provide adequate safeguards for 
“minorities, backward and tribal areas, 
depressed and other backward classes”. 
Although, as Galanter points out, there had 
been no attempt to define or employ it at 
a national level, the term ‘other backward 
classes’, had definite meanings in local con¬ 
texts. In a number of states, educational con¬ 
cessions were provided to OBCs and in some 
major ones, such as Bombay, Madras and 
Mysore, preferential treatment for OBCs 
included reservations and welfare schemes 
as well. It is also the state lists of OBCs, 
wherever available, that the centre has relied 
for extending post-matriculation scholar¬ 
ships, a benefit initialed as far back as 
1949-50. It is in this background that the 
Constitution included the provisions, viz, 
articles 46, 16(4) and 340, which refer to 
backward classes in a connotation not 
limited to SCs and this was also the purpose 
of the first amendment which included ar¬ 
ticle 15(4) in the Constitution. Thus, there 
has never been any question about the 
existence of OBCs and of the need for 
preferential treatment in their case. This 
needs to be explained at some length because 
the anti-Mandal lobby has sought, in 
dubious and devious ways, to promote the 
impression that OBCs have been, as it were, 
invented for the first time by Mandal and 
V P Singh. 

The Constitution left the OBCs to be 
identified at the national level by the com¬ 
mission envisaged in article 340 and the cen¬ 
tre did appoint such a commission in 1953. 
The commission listed 2,399 communities as 
belonging to OBCs with an estimated total 
population of 116 million or 32 per cent of 
India’s then population. They proposed 
reservations for OBCs in government service 
of at least 25 per cent in class I, 33 'A per 
cent in class II, and 40 per cent in class IH 
and IV. In the matter of educational reser¬ 
vations, they proposed a 70 per cent quota 
in medical, scientific, and technical colleges. 
The report of the commission was, however, 
sabotaged by Kalelkar, its chairman, who 
while forwarding the report to government 
questioned the very basis of caste as a 
criterion for backwardness. Galanter’s sum¬ 
mary of Kalelkar’s volte-face brings out how, 
apart from being thoroughly unprincipled, 
his belated second thoughts were utterly con¬ 
fused and full of internal contradictions. 
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However, the central government was only 
too happy to exploit the last minute deser¬ 
tion of its chairman to delay and debunk the 
entire report. The report, presented in 1955, 
was released to parliament in late 1956 ac¬ 
companied by a Vithering critique* from the 
minister of home affairs (none other than 
Pandit Govind Vallabh Pant, the venerable 
brahmin from Uttar Pradesh) condemning 
wholesale its criteria and conclusions. Five 
years later in 1961 the central cabinet decided 
not to draw up any national list of OBCs 
and to leave the matter to the slates with the 
observation that in the view of the govern¬ 
ment of India, “it was belter to go by 
economic tests than to go by caste”. The 
report was finally buried with the parliament 
discussions on it in 1965 (a decade after its 
submission) with the government spokesman 
reiterating opposition to the caste basis and 
endorsing vague economic criteria. With 
this, at an operational level, the issue was 
shuttled to the states. These are the footsteps 
on the sands of time of the then Congress 
government at the centre that the current one 
is apparently trying to follow. Plus ca 
change, plus vest le meme chose ! 

Thereafter, since 1965, commissions were 
established in a number of states to identify 
OBCs and to recommend reservations 
and other preferential measures in their 
favour. Some of the states such as Kerala, 
Karnataka, and Tamil Nadu have had more 
than one commission reporting on the issue. 
Jammu and Kashmir, Andhra Pradesh, 
Gujarat, Punjab, Uttar Pradesh are examples 
of other states which have had commissions 
or committees on OBCs. Quite a few of 
them have been headed by distinguished 
jurists or administrators (c g, P B Gajen- 
dragadkar in J and K, L G Havanur and 
O Chinnappa Reddy in Karnataka, A N 
Sattanathan and J A Ambhashankar in 
Thmil Nadu). As Galantcr observes, 
although state governments have no. always 
been receptive to their critical assessments, 
the best of the more recent commissions 
have displayed admirable industry and 
sophistication in gathering and analysing 
data. In large part, this has happened in 
response to the courts because actual litiga¬ 
tion, or the threat of it, have required of the 
states to ensure that preferential schemes are 
well reasoned and grounded on the best 
available data. However, in the absence of 
caste enumeration since the census of 1931, 
the state commissions (as well as the 
Kalelkar and Mandal Commissions) have 
had to rely necessarily on extrapolations and 
sample surveys to estimate the numbers and 
the social and educational backwardness of 
the OBCs. Although the Kalelkar Commis¬ 
sion and a number of state commissions had 
recommended collection of caste-based data 
in the census, the centre has stuck to its view 
that caste* enumeration would aggravate 
caste consciousness and impede the ‘dis¬ 
establishment of caste*. Clearly, this stand 
is both dubious and hypocritical. We have 
a no-win situation here: preferential schemes 
cannot be accepted unless they are based on 


reliable data and reliable data cannot be col¬ 
lected for fear of exacerbating caste feelings. 
As justice Havanur has pointed out, the cen¬ 
tral government has not found it necessary 
to cease recording data on the basis of other 
divisive criteria such as religion and language 
(not to speak of sex!). His devastating re¬ 
joinder to the argument that omission of 
caste enumeration lessens caste con¬ 
sciousness is that it is “as amusing and ab¬ 
surd as a merchant omitting to label grain 
bags in order to prevent bandicoots from 
eating the grains” 

The centre, in a spirit of realign neglect, 
having opted out of the scene, the juris¬ 
prudence of compensatory discrimination in 
India has evolved in a process of interaction 
between the states, the commissions, and the 
judiciary. The inadequacies in data and 
analysis of commission reports, caste politics 
which has resulted in state governments 
modifying the recommendations of the com¬ 
missions, contests by affected parties, and 
the limitations of the judicial process are all 
factors which have determined the evolution 
of compensatory discrimination policies 
over the years. In part two of his book, 
Galanter documents and discusses this 
evolution, or rather ‘meandering’, which has 
been characterised by ambiguity and vacilla¬ 
tion. Basically, his finding is that the “gross 
effect of litigation on compensatory dis¬ 
crimination policy has been to curtail and 
confine it" and that, in general, courts have 
been “a brake and a baffle rather than a 
stimulant and cnergiser” of the policy. This 
is to be traced to various limitations of the 
higher judiciary and the Indian judicial pro¬ 
cess whiui Galanter brings out in two very 
insightful chapters at the end of the second 
part. Given the fact that most judges are 
elevated to the Supreme Court by promo¬ 
tion from the high courts and retire from 
there at age 65, they are subject to rapid tui n 
over and a very limited tenure. This combin 
ed with the system of sitting in benches have 
allowed few judges to be exposed to a suffi¬ 
cient number and continuity of litigation so 
as to be able to articulate “an explicit and 
comprehensive point of view on cotnpen 
satory discrimination" in their judgments. 
Added to this is the fact that judges tend to 
be conservative on social issues, given to for¬ 
mal legalisms, and inadequately exposed 
either to empirical social enquiry or to 
“theoretical nourishment”. 

Courts selectively encounter compen 
satory discrimination policy “in its incidence 
on aggrieved individuals”. Their stance is 
"passive or reactive” and what they do 
depends very much on “the cases the par¬ 
ties bring to the courts and the arguments 
that lawyers make to them”. In this process, 
“the beneficiaries of compensatory dis¬ 
crimination have been at a disadvantage in 
the development of the law; the competitors 
have occupied the strategic heights in the 
litigation battle". In its turn, the legal pro¬ 
fession has provided “an agency for address¬ 
ing the sins of commission—the ‘wrong 
thing’ and ‘too much’ criticisms—but has 


had less to offer to those who are aggrieved 
by the sins of omission”. Consequently, in 
many cases, litigation has transformed a 
settled policy into an open issue. Typically, 
features of particular schemes are struck 
down, commissions are appointed to take up 
a fresh investigation, infirmities in their 
reports generate another round of litigation, 
a different court comes out with a new set 
of dicta, and so on 

Despite all these problems, Galanter is 
judicious enough to point out that “it would 
be wrong to visualise the courts as enemies 
or even as inadvertent wreckers of compen¬ 
satory discrimination policy, somehow res¬ 
ponsible for its deficiencies and shortcom¬ 
ings. If courts have in a few instances played 
a restrictive role, this has been far outweigh¬ 
ed by their positive contributions. Probably 
the greatest of these is to give compensatory 
discrimination legitimacy . the courts have 
made crucial publics feel, if not enthusiasm, 
that at least it is not out of control and is 
somehow compatible with (he welfare of all. 
I' j containing and curtailing the system, the 
courts have helped to maintain and preserve 
it, although at a level of performance below 
that of paper coinmitmentv” 

The judicial doctrine that has actually 
evolved Irom the mid-60s on various issues 
relating to the scope and extent of prefer¬ 
ences and the design and operation of com¬ 
pensatory discrimination programme can 
now be summarised. The major issue that 
arises at the outset is the basis on which the 
‘backward classes' referred to in various ar¬ 
ticles of the Constitution should be iden¬ 
tified. Are ‘classes’ the same as castes? If 
not, is it necessary or permissible to use caste 
as a criterion at all? What criteria, other 
than caste, arc appropriate to classify classes 
as backward 7 How is backwardness to be 
reasonably determined in relation to castes 
or to other classes? As might be expected, 
these issues were debated at the stage of 
Constitution-making itself and, more speci¬ 
fically, when article 15(4) was included in the 
first amendment in 1951 As Galanter sums 
up: ‘examination of the debate leaves it 
abundantly clear that the backward classes, 
by whomever designated arid according to 
whatever tests they were chosen, were ex 
peeled to be a list of castes or communities’. 
Ambedkar forthrightly observed that ‘what 
are called backward classes are . nothing 
else but a collection of certain castes’. The 
purposes for which and the ways in which 
the caste criterion could be reasonably used 
came up thereafter in a number of cases 
before the high courts and the Supreme 
Court Analytically, the two central issues 
were whether caste could be used as *a unit 
of measurement’ (i e, to define a target 
group) and/or whether caste could be used 
as ‘a measuring rod’, in terms of its rank, 
standing, or prestige After reviewing the zig¬ 
zag course of judicial pronouncements on 
these issues, Galanter summarises the doc¬ 
trine that has crystallised as follows: (1) caste 
or communal units may he used as classes 
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whose backwardness is to be established, 

(2) caste or communal rank or status may 
be one of the tests or measures of backward¬ 
ness by which these groups are selected, and 

(3) caste or communal rank or status may 
not be the sole or exclusive measure of 
backwardness. In one sentence: castes, be¬ 
ing also classes, can be legitimately treated 
as target groups for preferential policies so 
long as their ‘backwardness’ is established, 

i e, the test of backwardness could be ap¬ 
plied to a caste as a whole and need not be 
confined to individuals within it, with the 
rank or status of the caste being one among 
other relevant indicators of backwardness 
Essentially, thus, the courts have taken the 
line that ‘whether to use caste units or not 
is a matter of policy, not of constitutional 
prohibition or command’. But policy itself, 
Galanter points out, cannot ignore that the 
central purpose of the inclusion of articles 
15(4) and 16(4) was the reduction of caste 
disparities by adopting measures along caste 
lines. Thus, the contention of the anti- 
Mandal lobby that reservations and other 
preferential policies should not be related to 
caste would amount to a travesty of the Con¬ 
stitution and to a revisionist view of India's 
history, sociology, and politics that is total¬ 
ly illegitimate. 

On ‘backwardness’, the questions that 
have arisen relate to the nature (what kind 
of backwardness?) extent (how backward is 
backward?) and the determination of back¬ 
wardness (the kinds of criteria to be used). 
Article 15(4) refers to ‘socially and educa¬ 
tionally backward classes of citizens’ while 
article 16(4), which relates to reservations in 
employment, refers to ‘any backward class 
of citizens, which in the opinion of the state, 
is not adequately represented in the services 
of the state’. In construing article 15(4), 
courts have tended to favour the conjunc¬ 
tive use of ‘social’ and ‘educational’, i e, to 
require that backwardness must be .establish¬ 
ed in relation to both social and educational 
criteria. They have expressed the view that 
social backwardness should not be just 
relative but ‘comparable’ to that of SCs and 
STs. Similarly, that educational backward¬ 
ness, according to criteria such as literacy or 
schooling levels, should be assessed at levels 
‘well below' the state average: In dealing with 
article 16(4), they have taken the view that 
it is not enough if the target beneficiary 
group is ‘not adequately represented' in 
public services but that it should also be 
‘backward’, with backwardness being under¬ 
stood in the same sense as in article 15(4); 
‘adequately represented’ has also given room 
for views on how (inadequate is (inade¬ 
quate Thus all the key words, viz, ‘back¬ 
ward’, ‘socially’, ‘educationally’, and ‘ade¬ 
quately’ have provided play for restrictive 
positions being taken. This is to be expected 
given the scope for expansive intervention 
by a judiciary with a narrow sense of social 
justice The consolation is that more liberal 
views are also capable of being accom¬ 
modated in qualitative judgments of what' 


is ‘reasonable’. Over the years, on one'hand, 
courts have tended to be less restrictive and, 
on the other, commissions and states, in 
response to courts, have tended to be more 
judicious and restrained in listing com¬ 
munities eligible for reservations under 
articles 15(4) and 16(4). 

Anti-Mandal critics have strongly favoured 
so-called ‘economic criteria’ in preference to 
community-based preferential treatment. 
Various judgments of the courts, especially 
if exploited selectively and out of context, 
have been perceived as favouring the use of 
economic criteria. And, politically, the for¬ 
ward castes have recognised that economic 
criteria provide scope for rear-guard action 
to fight caste-related reservations confined 
to OBCs. In this context, Galanter’s careful 
discussion of this issue (section G in chapter 
8 and section G in chapter 9) is most useful 
in sorting out its conceptual and practical 
implications, lb start with, it is important 
to distinguish different approaches to 
economic criteria. The first, and the most 
radical, is to use such criteria for selecting 
individuals, across all castes, and to group 
the ‘economically disadvantaged’ in this 
sense into a ‘backward class’. Such a view 
would be clearly in contravention of the 
spirit and letter of the Constitution. The 
constitutional provisions themselves speak 
only of social and educational backwardness 
and of inadequate representation in services 
of classes of citizens and do not refer to the 
current economic disabilities of individuals. 
On the face of it, these provisions were not 
designed as an anti-poverty measure or to 
remedy “incidents of individual life history 
but the accumulated disadvantages of palpa¬ 
ble social groups”. Actually, the option 
of including economic backwardness as a 
criterion was considered by parliament in 
1951 during the debate on the first amend¬ 
ment and was explicitly rejected. On that oc¬ 
casion, K T Shah moved an amendment to 
article 15(4) which would have done away 
with the word ’classes’ and would have add¬ 
ed ‘economically’ to qualify the criterion of 
backwardness. Nehru opposed the proposed 
amendment and insisted on confining pre¬ 
ferential treatment to socially and educa¬ 
tionally backward classes. He also observ¬ 
ed that if he added ‘economically’ he would 
‘at the same time not make it a kind of a 
cumulative thing but would say that a per¬ 
son who is lacking in any of these three 
things should be helped’, the three things’ 
here being social or educational or economic 
advancement. Thus, even the concession that 
Nehru—who was least disposed to the use 
of an exclusive caste criterion—was willing 
to contemplate would not have extended to 
the rejection of caste-related group justice. 
In a number of judgments, the courts have 
also taken the view that a classification bas¬ 
ed solely on poverty ‘will not be logical’ and 
the chief concern must be ‘to determine 
whether the class or group is socially and 
educationally backward*, 
in the face of these difficulties, a second 


approach to the economic test might con¬ 
sist in arguing that income and/or occupa¬ 
tion might be used as criteria for selecting 
backward communities. Unlike the more 
radical view, the test in this alternative is to 
be applied to groups, not individuals, but 
what is to be assessed is economic, and not 
social or educational, backwardness of the 
group as a whole. This view too has no sanc¬ 
tion in the Constitution except to the extent 
that economic deprivation is a cause, cor¬ 
relate, or consequence of social and educa¬ 
tional backwardness. On a practical level, 
Galanter points out that the application of 
economic criteria to castes would be ex¬ 
ceedingly difficult in the absence of caste- 
wise census data. He also explains that 
assessments of the income and occupational 
distribution of communities have all along 
played a prominent roie in the work of the 
state commissions and, in practice, economic 
disadvantage, insofar as it is congruent with 
social and educational backwardness, has 
not been ignored. 

The third approach—which is the one that 
is now being widely canvassed—is to qualify 
or supplement caste-related criteria with an 
economic criterion. This approach forks off 
into three versions: (a) to apply the economic 
criterion only to the OBCs, (b) to extend 
preferential treatment to the economically- 
disadvantaged in all communities, classified 
as backward or otherwise, in addition to 
caste-related reservations for OBCs, SCs and 
ST):, and (c) to extend reservations, based on 
the economic criterion, only to the castes not 
classified as backward. The motivation for 
version (a) is to confine benefits to the 
economically worse off among the OBCs. 
The experience of Kerala, which has attemp¬ 
ted this version, shows that in practice the 
cut-off limit tends to get pushed so high that 
very few of the economically better-off get 
weeded out, especially since they are also in 
a better position to get themselves certified 
as falling within the-cut-off limit (wherever 
set). Also, among those who are deemed to 
fall below the economic cut-off level, it is 
the relatively socially and educationally ad¬ 
vanced who are likely to benefit. Thus, ver¬ 
sion (a) is not an effective measure to tackle 
the ‘creaming-off effect. In version (b), the 
OBC poor have to compete with the poor 
from forward communities within the quota 
reserved under the economic criterion. This, 
as Galanter points out, “broadens the field 
against which the most backward and dep¬ 
rived ... communities have to compete; it 
substitutes for their more prosperous caste 
fellows a much larger array of poor (or 
allegedly poor) families among the more 
prosperous and powerful groups’*. By defini¬ 
tion, the separate quBta in version (c) will 
be available only for the poor of the forward 
castes and, for the same reasons as in ver¬ 
sion (a), may not also succeed ih keeping out 
the relatively better-off among them. More¬ 
over, the separate quotas (additional to the 
one for, OBCs) under the economic criterion 
in versions (b) and (c) will entail an increase 
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in the overall reserved quota (reducing the 
space for open competition) or cut into the 
quota that might have been otherwise availa¬ 
ble for OBCs (at the cost of social justice) 
or may have to be marginal (5 per cent or 
so) having only a tokenistic impact. 

The practical problems in the application 
of the economic criterion are important 
because they can substantively thwart what 
is sought to be achieved. The economic 
criterion will have to be defined in terms of 
a family income limit and/or a list of family 
occupations. As is well known, there are a 
number of serious problems in assessing in¬ 
comes, and especially family incomes, in the 
Indian context. Incomes widely tend to be 
understated, particularly when benefits are 
involved (the moral hazard problem). 
Regular salary earners are confined to the 
organised sector, which is pretty small in 
India, and they are smaller in numbers in 
the low-income groups. By and large, in¬ 
comes arise from self-employment and 
casual labour, especially in the dominant 
agricultural sector and, being highly variable 
over time, have an inherent element of in¬ 
determinacy about them. Such incomes are 
not capable of being objectively verified and 
can at best be certified by village officials, 
elected members of panchayats, legislators, 
etc. This has obvious implications in terms 
of corruption, manipulation, patronage and 
influence all of which will have free play and 
in all of which the ‘forward’ sections with 
local-level clout have a comparative advan¬ 
tage Another set of problems arise from the 
concept and definition of ‘family income’: 
what kind of family, nuclear or joint, or any 
unit in which expenses are shared? Whatever 
it is, the assessment of the family income 
involves assessing incomes from diverse 
sources of a number of persons compoun¬ 
ding the problem of income verification. 
Also, inequity is inherent in the family 
income concept because family size is not 
taken into account. Similar, in fact more 
serious, problems are involved in the occupa¬ 
tional criteria. Is a landlord who supervises 
his labour an *actual cultivator’? Is a 
‘mechanic’ an artisan? Why is not a ‘poojan’ 
who uses his hands for ‘archana’ not a 
‘manual labourer’? Does a ‘coolie’ who is 
without work because of illness have an oc¬ 
cupation at all? Are all 13 co-parceners of 
a joint family to be disqualified just because 
one of them earns some money from a 
higher status occupation? What about com 
posite occupations, some included in the 
criterion and some not? What if occupation 
changes over time, e g, a recently-retired 
school teacher who is now an agriculturist? 
These examples are not figments of the im¬ 
agination: Galanter’s account shows that 
they have all been actually agitated before 
the courts. 

In sum, as 1 have argued elsewhere 
[Economic Times, December 25 and 26, 
1991], the motivation for the economic 
criterion is largely to provide psychological 


consolation to the advanced communities 
and its impact will be two-edged: (he blunt 
side might promote some economic justice 
but the sharper edge will chip off at social 
justice On the other hand, as Galanter 
points out, it is easier to target benefits on 
the basis of the caste criterion. Also, 
“distribution of benefits to members of a 
caste group may mobilise ties of kinship, 
loyalty, and mutual support to multiply the 
effect of the benefits more than docs distri¬ 
bution to isolated individuals”. 

On the extent of reservation, the Supreme 
Court had held in the Balaji case (1962) that 
“speaking generally and in a broad way, a 
special provision should be less than 50 per 
cent; how much less than 50 per cent would 
depend upon the relevant prevailing circum¬ 
stances in each case”. While the 50 per cent 
limit for all reservations (including those for 
SCs and STS) has come to be perceived in 
popular discussion as an absolute maximum, 
the court itself has indicated the possibility 
of a more liberal view and has lived with a 
higher quantum of total reservations in 
many state schemes (e g, 68 per cent in Ihmil 
Nadu). A related issue is whether reserva¬ 
tions should be available over-and-above 
seats gained by beneficiary groups in open 
competition or whether they should be view¬ 
ed as ‘guaranteed mimmums' including such 
seats. The ‘advantage’ claimed for the 
guaranteed minimum approach is that it is 
self-liquidating: the effect of the reservation 
declines pan passu with the better perfor¬ 
mance of the OBCs in merit competition. 
However, this is likely to be at the expense 
of the most backwaid groups who arc not 
likely to do well in open competition and de¬ 
pend on a larger reservation quota to be able 
to obtain a fairer share. Although courts 
have favoured the (more restrictive) 
minimum guarantee alternative, ‘over-and - 
above schemes have come up before them 
on several occasions without exciting judicial 
condemnation’. The Constitution itself has 
opted for the ‘over and above 1 principle in 
the case of reservations of legislative scats: 
a scat won by a SC/ST candidate in an 
unreserved constituency does not entail a 
reduction in the number of reserved seats 

There has been a tendency to extend the 
scope of reservations beyond the tradi¬ 
tionally-understood backward classes to 
groups such as families of ex-servicemen, 
political sufferers, handicapped, women 
and, most importantly, the economically 
disadvantaged. Galanter's cautionary argu¬ 
ment against this trend is: “The broader the 
categories for which reservation is made, the 
more likely they are to pick up students who 
would be selected on merit... The more the 
categories cut across one another, the less 
will a simple addition of percentages reveal 
the effective extent of reservations. The Con¬ 
stitution and a quarter-century of attendant 
policy-making embody a sustained commit¬ 
ment to offset a specific historic constella¬ 
tion of inequalities implicated with the tradi¬ 
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tional soda! hierarchy in India. 1b generalise 
from this commitment may diffuse rather 
than strengthen itl’ 

Galanter's review brings the story up to 
the beginning of the 1980s when the Manda) 
Commission was set up There has been am¬ 
bivalence, inconsistency, and formalism in 
judicial pronouncements but, over the years, 
some sort of a conservative ‘bottom-line’ has 
emerged in the judicial doctrine on compen¬ 
satory discrimination in terras of what the 
courts would be prepared to accept as 
regards the scope and extent of reservations. 
Seen against this perspective, any objective 
examination of the Mandal report will reveal 
that its methodology and recommendations 
are on lines that should strike even esta- 
blishmentarians—so long as they are lite¬ 
rate—as eminently ‘sound’. In the classifica¬ 
tion of OBCs, the Mandal Commission has 
utilised II criteria, four of them economic, 
and has adopted well-below-the average cut¬ 
off limits for determining backwardness. 
Within the couple of years available to them, 
the commission’s surveys and use of availa¬ 
ble data was about the most that could be 
reasonably expected although falling short 
of indefinitely peifectibfc academic stan¬ 
dards. The commission's estimate of the pro¬ 
portion of OBCs (52 per cent) in total 
population has been much criticised by its 
detractors. But, it is only a broad indicative 
figure to justify the 27 per cent reservation 
that has been recommended and it is not in 
itself an operational parameter This quan¬ 
tum, along with 22.5 per cent available for 
SCs and STs, is within the overall 50 jiet cent 
limit favoured by the courts The extent of 
reservation recommended by Mandal, viz, 
27 per cent, is generally less than the quotas 
favoured'by the Kalcikar Commission for 
job reservations and much less than the 70 
per cent recommended by them for educa¬ 
tional reservations. Furthermore, the actual 
decision of the V P Singh government con¬ 
siderably diluted the recommendations of 
the report: reservations were confined to ser¬ 
vices; the armed forces and promotion posts 
were excluded; no reservations were an¬ 
nounced for seals in educational institutions. 
All along, it should also have been clear that 
reservations would apply only to incremen¬ 
tal recruitment from year to year and not to 
the entirety of posts. We can estimate the 
current OBC share in central government 
employment to be 15 per cent on the basis 
of available data, if staff strength grows at 
1 per cent per annum, a prospective 27 per 
cent reservation will improve it, at a snail’s 
pace, only to 18 per cent in 30 years from 
now. 

After such knowledge, there can be little 
forgiveness. leaving aside the forward caste- 
induced self-immolations in the streets, how 
is the sound and fury in the media and in 
academic writings on the Mandal decision 
to be explained when it should have been 
clear that all that was being proposed was 
a modest, ail too modest, measure of pre- 
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fercntial treatment? Indeed, it i$ the OBCs " " 1 — ~— 

who had r.erv reason to be thoroughly APPOINTMENTS 

dissatisfied that so little was being grudg¬ 
ingly yielded after so long. What the 
academic critics of the Man dal decision did 
was to simply ignore the Constitution—our 
basic social contract—and the quarter cen¬ 
tury of judicial interaction with policy and 
practice at the state level, the ‘what’ and 
‘how’ of reservation, and to reopen the ‘why’ 
of reservation in terms of its social costs and 
benefits as perceived by them. While 
Gaiantcr's main preoccupation in this 
volume has been with the legal process, he 
has also devoted some space to the discus¬ 
sion of costs and benefits, in the earlier part 
of the hook with reference to SCs and Sft 
and towards the end in a section entitled 
‘Fairness and History’. His own approach 
can be described as that of a pragmatic 
liberal. He recognises that compensatory 
discrimination is not without its costs at 
both the societal and individual levels but 
believes that such costs could be reasonably 
controlled and need not be used as argu¬ 
ments to deter society from proceeding on 
this path. His response to this set of issues, 
compared to his detailed treatment of legal 
aspects, is, however, limited. This is perhaps 
because of two main reasons. Firstly, the so- 
called costs of compensatory discrimination 
have been laboured by its critics in terms of 
general arguments regarding ‘efficiency’, 

‘creaming-ofP, ‘inter-generational un¬ 
fairness’ and so on. While such critics have 
quibbled at data deficiencies when it comes - 
to schemes for reservations, they have 
themselves offered no data to substantiate 
their abstract misgivings. As Galanter points 
out: “Considering the readiness with which 
many Indian intellectuals, including some 
eminent social scientists, have passed severe 
judgments on compensatory discrimination, 
it is surprising how little systematic study of 
its presumed effects we have. . Courts have 
required that in designating backward 
classes, government act on the basis of ade¬ 
quate data rather than mere assertion or 
casual opinion. No comparable standards 
have yet developed for the kind of factual 
basis that must serve as the foundation for 
assertions about efficiency, morale, effective 
use of talent, etc!’ In these circumstances, 
a priori arguments can only be met by 
counter arguments on a similar plane and 
this Galanter has succinctly done in two 
tables ffables 4 and 10) on ‘Alleged Benefits 
and Costs’ of compensatory discrimination 
and of preferences in government employ- 
meni. Secondly, Gaiantcr’s position on these 
issues, while leaving no doubt on where he 
stands, is articulated with a certain restraint 
presumably because being an external 
observer, and a modest one; he does not con¬ 
sider it appropriate to overly prescribe what 
Indian society should do to correct its 
heritage of deprivation. The tragedy is that, 
as far as the backward classes are concern- 
!d, contemporary India is yet to produce 
5ramscian ‘organic intellectuals’ with 
3alanter’s endowments of head and heart. 


NATIONAL INSTITUTE OF PUBLIC 
FINANCE AND POLICY 

NEW DELHI 

Applications are invited for two posts of 
Economists in the scale of pay of Rs. 2200-75- 
2800-100-4000 plus other allowances as admissible 
under Institute’s rules. Total emolument at 
minimum of scale will be around Rs. 4312/- per 
month. Candidates should have at least a high 
second class post-graduate degree in Economics 
with specialisation in Public Finance/applied 
Macro Economics and knowledge of quantitative 
techniques. Candidates with 2/3 years’ research or 
teaching experience will be preferred. Other 
things equal, candidates belonging to Scheduled 
Castes/Scheduled Tribes will be given preference. 

Applications indicating qualifications and 
experience supported by true copies of certificates 
and testimonials should reach 

The Secretary, 

National Institute of Public Finance and Policy, 
18/2, Satsang Vihar Marg, 

Special Institutional Area, 

New Delhi - 110 067 

within ten days from the date of advertisement. 
Name of the post must be superscribed on top of 
the envelope. 


662 


Economic and Political Weekly August 1-8,1992 




You can either turn a deaf ear 
to the public outcry over the hazards 
of industrial pollution or... 



Give technology an ear. 
Now. 


Power houses, cement plants, steel mills, chemical plants, fly ash, dust, waste waters. 
No two kinds of industrial pollutants are the same. And the variety is mind boggling. 
Each needs a different solution. Because when it comes to effective pollution control 
there are no short cuts. And no lip service. Enlightened business houses know the 
worth of this line of thinking. It's simply good business practice. 

What it really calls for is the will to create a clean environment. For your people. The 

community. And the world itself. 

Thermax is in the forefront, developing relevant technologies Ih air pollution control, 
waste water treatment and toxic chemical waste incineration. Through its own active 
Research & Engineering and select technological collaborations. Backed by the Thermax 

assurance of quality and service. 

Because Thermax believes that pollutants are inevitable, but 

pollution ls not. 





ENVIRO DIVISION 

THERMAX LIMITED 

SAI CHAMBERS. 

_15 BOMBAY-PUNE ROAD. 

THERMAX WAKADEWADI, PUNE 411003 
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Internationally 
recognised as 
the world’s best 
petrochemical 
company. 



So what? 











Many companies can boast of international awards, 
but few receive the ultimate accolade in their field. 

So the title of “World’s Best Performing Petrochemical 
Company” was bestowed on us after a comparative 
study of 70 petrochemical giants by an independent 
organization — Chemical Insight, London. 

So on composite index factors like growth in sales, 
operating profits, margins and return on assets we were 
placed ahead of Shell, Du Pont, Bayer. 

So our diverse product mix includes plastics, synthetic 
rubber, synthetic fibres, fibre intermediates, 
chemicals... Produced in 30plants, utilizing technology 
tie-ups from nine countries. Serving growing mass 
markets. 

So our current turnover of Rs 1964 crores will more 
than double in the next five years. Aided by an ongoing 
investment plan of Rs 5000 crores in 21 concurrent 
projects. 

So what more? 

Indian 

Petrochemicals 
Corporation 
Limited 

WHAT A REAL BLUE CHIP OUGHT TO BE 
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We help Nature keep her true colours. 


/Vs reputed manufactuiers of vital 
chemical products, we’ve been m the 
forefront of promoting safety and 
environment protection 

Out commitment to preserve the 
environment, improve safety and 
enhance the health and welfare ot our 
employees and the surrounding 
community manifests itself in every 
facet of our operations - right from 
our choice of technology to ptax ess 
selection and engineering design 

Effluent treatment plants at both 
our factories render liquid wastes 
harmless. Sophisticated pollution 
abatement equipment keep emissions 
within tolerance limits. 

Our R&D wing develops products 
that are environment friendly, 


searches for ways to recycle waste and 
constantly evaluates the effectiveness 
of our own pollution ptevention and 
control efforts. 

We’ve designed education 
programmes to inform, train and 
encourage our employees to actively 
participate in achieving safety and 
environmental protection goals; safety 
inspections and safety audits to assure 
continuous control; and, onsite and 
offsite disaster control plans to aid 
effective response to a wide range of 
emergencies. 

It’s all part of our integrated effort 
to keep our operations safe and 
harmless. 

And to ensure that we help 
Nature keep her true colours 
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SPECIAL ARTICLES 


Anatomy of Official Cultural Discourse 

A Non-Government Perspective 

Huslom Bharurha 

No cultural discourse focusing on Indian realities can afford to evade the sheer depth of contradiction, if not 
confusion, that underlies different interpretations of 'Indian culture’ determined through differences in location, 
history, culture and language. While paying lip-service to these differences, the tragedy and pathos of official 
cultural discourse is that it assumes a unitary position that subsumes all contradictions within predetermined 
and homogenised categories and premises. While this makes for an ordered, and occasionally eloquent, discourse, 
with high-sounding humanist sentiments, it also affirms an ‘integral ' view of Indian culture which is illusory, 
if not downright false. A most nuanced example of such discourse is available for scrutiny in the much-awaited 
and sadly-neglected report of the Haksar Committee. 

This essay questions the basic terms of reference which are raised in the report to provide the beginnings of 
a critique of official cultural discourse in India 


IN the heart of the city of Calcutta, a man 
is singing, his voice straining to be heard over 
the roar of traffic that encircles the Maidan. 
A veteran singer of kathas, he is part of a 
vasl gathering of entertainers, mountebanks, 
acrobats, palmists, and ‘sundry folk’ who 
meet at the Dharamtala Mela every Sunday 
afternoon. Accompanied by his dhotak, the 
singer punctuates his story of blood and 
romance with pithy references to the state 
of the downtrodden. Listening to him intent¬ 
ly are labourers and vagrants who sit around 
him in a circle, responding to his skilful 
interweaving of fact and fiction, myth and 
history 

Clearly, the singer knows how to tell a 
story as can be judged from the way he pit¬ 
ches his voice, varies his rhythm, breaks the 
narrative, then picks it up unexpectedly, only 
to shift the perspective of his story with a 
change in voice and transformation of 
character. It is a tour de force of a perfor¬ 
mance which ends after hours of non-stop 
delivery, whereupon 10 and 20 paise coins 
are collected from the crowd who part with 
what they can spare. The entire collection 
adds up to barely four or five rupees. 

As the crowd disperses, I talk to the per¬ 
former haltingly and express my apprecia¬ 
tion with a small donation. I learn that he 
is in his 70s, he lives in Shyambazar though 
his muluk is in Bihar, and that he has been 
singing all his life: loiter, as he rushes off to 
catch his bus, 1 am left thinking about him 
and the possibilities of his representation. 

A subaltern narrative comes immediately 
to mind. Just think how our moribund 
theatrical discourse could be energised 
through an analysis of his life and voice: But 
1 also realise that this narrative would be of 
no use to the performer or his community. 
It would only contribute to my own creden¬ 
tials as a writer. I think more pragmatically 
about ‘resource centres' to which this per¬ 
former could be linked only to confront the 


reality that there are no cultural organisa¬ 
tions for the representation of ‘real’ street 
performers. Moie cynically, I am reminded 
of the larger circuit of ‘festival culture’ into 
which this man could be ‘slotted’, if only he 
could be ‘discovered'. I am left feeling oddly 
moved that he has not been ‘commodified’. 
He is free to sing his song, but he is also 
desperately poor in spite of the state, he 
exists But for how long? And at what cost? 

1 could begin a critique of official cultural 
discourse bv focusing on the reality of this 
man.' He could be pitted against (he sheer 
absence of his representation in such a 
discourse. T he politics of his narrative could 
also illuminate the sheer vacuity of the so- 
called ‘revolutionary’ idioms of perfor¬ 
mance, which have yet to acknowledge their 
bankruptcy both theatrically and politically. 
In his presence and resilience, this man defies 
the nostalgia buried in derivations of 1PTA 
and the artifice of later constructions of the 
‘folk’. He is a living refutation of those 
cultural trends that exist in the name of the 
people and, at times, in blissful oblivion of 
their reality. 

The street performer offers one valid 
‘beginning’ for a critique of official cultural 
discourse, but there are other realities to be 
considered, other languages. In New Delhi, 
1 confront a different discourse: not just the 
ubiquitous ‘bureaucratese’ of Indian cultural 
policy (insofar as ad hoc official positions 
and posturings can be viewed as a policy), 
but something more immediate and real to 
which I am affiliated culturally and socially. 
In the company of colleagues and friends, 
I listen to the secular rhetoric that has gained 
new intensity in reaction to fundamentalist 
pressures. While responding to its political 
urgency which I share, I find myself resisting 
the post-modern idiom that has crept into 
our questioning of ‘centres' and ‘wholes’ and 
‘absolutes' and ‘essences’. I agree with some 
of the premises of these critiques, but not 


their expression. Everything is in the process 
of being ’problcmatiscd’, almost infinitely. 
I am urged to ‘negotiate’ the terms of my 
discourse, so much so that 1 find it almost 
impossible to speak in my own voice. 

Do I recognise it? in a late-night think- 
tank session around communalism, a painter 
projects a slide of one of his earlier pain¬ 
tings that features an irreverent, if not 
obscene, portraiture of a well known 
mythological/religious figure. He asks 
rhetorically. ‘Is there a place in India today 
for this kind of statement about religion?’ 
In the discussion thai follows, I find myself 
saying. ‘You can’t essentialise your subver¬ 
sions’. And almost immediately, while realis¬ 
ing that my remark has been received 
respectfully. I confront the distance from my 
own voice. The language of that remark, 1 
realise, is not entirely mine. It has slipped 
into my voice from another discourse that 
for all its valid endorsement of ‘pluralist’ 
and ‘non-essentialist’ categories, is an im¬ 
position, if not pcst-colonisation of the 
realities we are attempting to discuss. I am 
at once affiliated to this language yet resis¬ 
tant to its glib use. 

Far from Delhi, 1 am writing in another 
pait of India in the environs of the temple 
town of Udupi, where rituals of faith are 
inscribed in everyday routines. The resistance 
to BJP politics is cast in a very different 
idiom here as the articulation of ‘secular 
culture' falls back on a rhetoric of ‘roots’ 
and ‘identity’ and, at its most reflexive, an 
endorsement of the position of the ‘critical 
insider'. This is almost ‘fetishised’. Here 1 
listen sympathetically to the way in which 
‘Indian culture 1 is affirmed without being 
‘problematised’, but 1 also find myself ques¬ 
tioning the sheqr comfort, if not insularity 
of the discourse 1 recognise that different 
idioms of secularism exist among my friends 
here from those in New Delhi. While their 
positions are ideologically compatible, their 
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‘cultures’ are asserted, lived, and articulated 
in radically different ways. 

At times, ideological compatibility itself 
is called .u*o question as political realities 
in different parts of India, as in the north¬ 
east, rupture the monolithic assumptions of 
a common history. I could be immersed m 
a discussion on cultural politics with a 
Manipuri friend assuming a ‘common’ 
ground, when, quite spontaneously in the 
middle of the conversation, my friend could 
say: ‘Of course in India, they always think 
like that...’ or some such thing. At such 
moments, which more often than not pass 
unconsciously, I am alerted to the use of 
'India' in the third person and the sheer 
hqnesty with which it is objectified. 

From ail these examples, I am compelled 
to ask whether we have any right to assume 
that the peoples in all regions and states of 
India share the same sense of ‘belonging' to 
a larger cultural unity. How long can we pre¬ 
tend to deny that differences do not exist in 
relation to other ways of viewing ‘self, 
‘culture’, and identification with (he ‘nation’? 
How long can we continue to believe that 
our political system has not divided people 
culturally? Or that there is only one 
language in winch one can speak about 
‘Indian culture’? 

These arc haid questions to raise because 
they necessitate a confrontation of home- 
truths, which are never comfortable But no 
cultural discourse focusing on Indian 
realities can afford to evade the sheer depth 
of contradiction, if not confusion that 
underlies different interpretations of ‘Indian 
culture* determined through differences in 
location, history, culture and language 
While paying lip-service to these differences, 
the tragedy and pathos of official cultural 
discourse is that it assumes a unitary posi¬ 
tion that subsumes all contradictions within 
predetermined and homogenising categories 
and premises. While this makes for an 
ordered, and occasionally eloquent dis¬ 
course, with high-sounding humanist sen¬ 
timents, it also affirms an ‘integral’ view of 
Indian culture which is illusory, if not 
downright false. 

A most nuanced example of such dis¬ 
course is available for scrutiny in the much- 
awaited and sadly-neglected 'Haksar Com¬ 
mittee Report', which was put together by 
a 'High-Powered Committee’ headed by 
P N Haksar, following a resolution dated 
March 24, 1988, of the government of India 
(Department of Culture, Ministry of Human 
Resource Development). Rarely does one 
find such a painstaking document about the 
general state of Indian culture which focuses 
not just on our major cultural institutions 
but on the larger ramifications of develop¬ 
ment, politics and education in which these 
institutions are placed. QuintessentiaJly 
official in tone, the ‘bureaucratese’ of the 
report is unmistakably couched in the 
Nehruvian rhetoric and affinities of its 
chairman. It is as eloquent as it is 
euphemistic about contemporary cultural 


practice in India, its critique valuable as 
much tor what it says as for what it does 
not begin to address. 

What 1 propose to do in this essay is to 
question the basic terms of reference which 
are raised in the Haksar Committee report 
(hereafter described simply as ‘report’) to 
provide (he beginnings of a critique of 
official cultural discourse in India. I will 
anatomise some of these terms, responding 
to their premises from my own experience 
as a writer, teacher, dramaturg, and direc¬ 
tor What I offer are critical, and occasional¬ 
ly polemical opinions and perspectives on 
the problems of defining ‘Indian culture' 
rather than a distilled semantics on the sub¬ 
ject. Occasionally, I will illustrate (he 
problems with cross-references, counter- 
questions, in addition to terms of reference 
that are not included in the report but which 
1 believe are necessary to incorporate in our 
thinking and articulation of culture and 
politics in India today. Having located my 
own position somewhat in relation to the 
writing of cultural discourse, we can now 
begin (o confront the report itsell. 

Akadkmi 

It would be useful to begin with a con¬ 
frontation of the term ‘Akademf. The word 
itself has become so commonplace that we 
no longer think of its ‘origins' when deal¬ 
ing with the Sangeet Naiak Akademi. the 
Sahitya Akademi, and (he Lalit Kala 
Akademi, which are the primary institutions 
investigated in the report along with the Na¬ 
tional School of Drama and “similar 
State/Central bodies and other cultural in¬ 
stitutions of eminence in the country” 
(p 2). 2 One obvious assumption to be 
stressed here is that for the government these 
institutions are the most prominent media¬ 
tions, if noi embodiments of ‘Indian culture’. 
They are here to stay as part of our ‘national 
life’ 

Historically, it is pertinent to note that 
‘academies’ (from which ‘Akademis’ are ob¬ 
viously derived) emerged in medieval Europe 
in opposition 10 ‘guilds' as 'schools of art 
and learning’' Not only did they emphasise 
‘secular’ learning in contrast to the pre¬ 
dominantly religious affiliations of ‘guilds’, 
they also focused on The arts’ as opposed 
to ‘the crafts’ Invoking the classical model 
of Plato’s Academy, the academies in 
renaissance Europe gradually became iden¬ 
tified with ‘learned societies’, focusing on 
‘specialised’ disciplines and areas of 
knowledge. By the mid-l8th century 
these societies became associated with 
‘academicism’ to which there were reactions 
from the proponents and upholders of more 
‘creative’ expressions of art. 

It would seem that when the Akademis 
were instituted in India in (he mid-SOs, they 
were viewed as ’cultural organisations’ but 
with pretensions of emulating the earlier 
(European) tradition of ‘academies’ as 
‘learned societies’. How exactly the term 
‘Akademi’ was chosen by our political and 


cultural elite has yet to be clarified. Certain¬ 
ly, the word was sufficiently elevated to 
designate the high ideals of an emerging 
nation that could be proud of national in¬ 
stitutions that could match the reputations 
of the long-standing Academies of art and 
language, particularly in England and 
France. The indigenisation of the word was 
effected through a change in spelling 
(‘Akademi’) and the use of Sanskrit com¬ 
plements and compounds like ‘sahitya’, ‘lalit 
kala’, and ‘sangeet natak’, whereby the 
differentiation between ‘literature’, the 
‘fine arts’, and the 'performing arts’ was 
institutionalised. , 

Contextualising the emergence of these 
Akademis within the larger ‘birth of the 
nation’, the report singles out luminaries like 
Jawaharlal Nehru, Maulana Azad, and 
Radhakrishnan for their seminal contribu¬ 
tions to the conceptualisation and organisa¬ 
tion of ‘Indian culture’ in post-independence 
India. A case is made for state intervention 
of the arts in the larger context of disappear¬ 
ing mode's of patronage through “durbars, 
courts, and religious bodies” (p 18). The rep- 
port also emphasises the ’limits and dangers 
of the market in regard to cultural creativity’ 
(ibid). It would seem that the Akademis were 
created to counter these larger socio¬ 
economic trends. 

However, it would be fatuous to deny that 
they were not also part of the larger political 
task of ‘nation-building’. Thus, the 
Akademis were expected in their inception 
to facilitate the shaping of a ‘sensibility’, 
which could ‘guide and reflect India’s entry 
into modernity’ (ibid). Instead of question¬ 
ing the seeming equation of modernity in 
India with nation-building, the report merely 
goes on to quote Nehru's speech at the 
inauguration of the National Art Treasures 
Fund in 1955, in which he desired “every 
child of India” to “assimilate, even if in a 
small measure, the genius of India, which, 
adapted to modern conditions, should make 
the country grow” (p 19). Once again one 
is compelled to question how modernity is 
being assumed in this statement. It almost 
appears as if the ‘genius of India’ (insofar 
as ii is possible to assume such a category) 
is almost insufficient for the ’growth’ of the 
nation without the intervention of modern 
mediations like art funds and cultural 
institutions. 

Along with the 'growth' of the nation, the 
Akademis are also contextualised in the 
report within the larger context of a ‘revival’ 
of culture (ibid). Here again, it merely 
illustrates its point by quoting Maulana 
Arad uncritically, almost as if his words lie 
beyorfd questioning. And yet, the contradic¬ 
tious of his position in no way lessen his 
position but merely serve to humanise the 
historical moment being addressed. 

On the one hand, one notes Maulana 
Arad’s acknowledgement that “there has 
been a renaissance in India since the middle 
of the 19th century”, but this is promptly 
qualified by the explanation that "this was 
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due to the release of new forces in society 
and owed little to the state. That is why it 
was not as extensive or deep as it would have 
been if it had received the necessary state 
support” (ibid). At least here there is an 
acknowledgement of a ‘renaissance' before 
the intervention of the Indian state, but once 
again it is the state (“the organised mani¬ 
festation of the peoples’ will”) from which 
it is assumed that arts can draw their 
'sustenance 1 (ibid). 

In this obvious pitch being made for the 
state intervention of the arts, there is a kind 
of historical amnesia about the prodigious 
production of art that survived and resisted 
colonial rule through varying traditions 
of dissent, strategy, and sheer creative 
brilliance. The massive contribution of 
IPTA, which was our first 'national cultural 
movement’ and perhaps the last of its kind 
that we are likely to see in India, is totally 
underplayed in the report, if not silenced. 
The first stirrings of ‘modernity’ in fiction 
(and not jftst Thgore’s, who is once again 
hailed as something of an exception) are also 
acknowledged. Also ignored are the adap¬ 
tations of ‘realism’ in popular theatrical 
idioms, notably the ‘Parsee theatre’ move¬ 
ment, which is yet another all-India 
phenomenon that is not likely to be surpass¬ 
ed for its'sheer scale and effervescence. As 
for the radical intervention of Indian cinema 
and its negotiations with industrial capital 
and the market, it is not even mentioned. 

At one level, it could be said that these 
issues lie outside of the purview of the 
report, but a more critical reading could be 
that they have been left out to enhance the 
myth—thc essentially hollow myth—that 
modernity in India ‘developed’ through the 
mediation of the state through the enlighten¬ 
ed aegis of the Nehru administration. If 
anything 1 believe that our modernity in the 
arts has atrophied if not been numbed con¬ 
siderably through the mindless perpetua'ion 
of state machinery, and that it is high time 
that we acknowledge the sheer absence of 
creativity in its intervention. 

At a very discreet level, the report does 
acknowledge the nullity of 'official culture’ 
but its critique is so couched in euphemisms 
that it is almost negligible. Thus we learn 
that the impact of the Akademis “has not 
been widely felt” (p 147). (Read: No one 
really knows about them apart from artists 
in search of grants and awards.) Then also 
we learn that the “accent placed on research 
is not strong enough” (ibid). (Read: The 
research is negligible, woefully out-of-touch 
with contemporary methodologies, dis¬ 
ciplines and modes of thinking.)^ “Their 
publications do not reach out to the average 
educated home” (ibid). (Read: Do they reach 
artists to begin with?) “Their interaction 
with sister institutions is far from adequate'’ 
(ibid). (Read: It only exists for official 
purposes and the organisation of general 
meetings, not for the dissemination of ideas.) 
Today, if we have to talk about Akademis, 
it would be necessary to acknowledge that 


they are neither ‘learned societies’ nor 
‘cultural organisations’ but bureaucracies 
that are mere extensions of the government. 
‘Autonomous’ in name; they have failed to 
disseminate and explore diverse cultural ac¬ 
tivities in their own right, perpetuating the 
norms of a larger machinery. 

Autonomy 

This brings us to yet another neglected 
term in the discussion of any cultural 
discourse—Autonomy’. Not that there is any 
lack of affirmation on this matter in the 
official rhetoric of the report: “We want to 
declare unmistakably that we are for less and 
not more state control of art. We want art 
programmes to be administered by artists 
and not by bureaucrats” (p 41). The pro¬ 
blem, as always, lies in relating rhetoric to 
practice. 

Indeed, the ‘right of self-government’ in 
the arts is a tricky issue especially when 
institutional ‘autonomy’ is almost advocated 
by the government itself. In examining of¬ 
ficial cultural discourse in the mid-50s in 
India, one cannot help observing that our 
leaders and intelligentsia ‘protested’ a little 
too much about keeping art free from 
political surveillance Following in this tradi¬ 
tion, the report quotes approvingly from the 
speech made by the vice-chairman of the 
Sahuya Akadcmi, S Radhakrishnan, during 
its inaugural ceremony: 

You remember the remark once made by 
Napoleon: ‘1 hear there are no poets in 
France today. What is the minister of the 
interior doing about it?’ The minister of the 
interior can subsidise versifiers but he cannot 
create poets. Poets cannot be made to order. 
If we are to have creative literature in our 
country and not a managed literature, it is 
essential (hat the Akadcmi should remain 
completely autonomous. I am glad to know 
that Maulana Saheb who just gave it the first 
push, recognises that it will not be right for 
the government to interfere in the activities 
and the administration of (he Akadcmi... 
(P 8). 

Noble words, no doubt, which are echoed 
even more vehemently by that truly 
great contributor to post-independence 
culture, Kamaladevi Chattopadhyay, who 
categorically rejected the necessity of a 
ministry of culture in India. Speaking dur¬ 
ing one of the discussions in the First Drama 
Seminar organised by the Sangeet Natak 
Akademi, Kamaladevi Chattopadhyay made 
a notable intervention, which I will quote at 
length for the sheer clarity of its position: 
Again and again I hear, not only in this 
seminar but also outside it, how nice it would 
be to have a ministry of culture. God forbid, 
if such a thing happen there will be an end 
of all cultural activities in this country. I do 
not cherish such a hope in it because 1 know 
how the governmental machineries function. 
A ministry is a ministry and, as such, it will 
have to go through so many formalities and 
procedures. I remember distinctly a very 
pertinent remark that Krishna Menon made 
in the film seminar last year about the crea¬ 


tion of a ministry of culture. Said he—*you 
should be thankful that there is no ministry 1 ;-;j 
to interfere with your activities’. I do not say. j 
that the government would interfere, but I 
firmly believe that no cultural activity can Vj 
be carried on by a ministry. All the time they ; j 
will be busy in collecting data, statistics, blue- •! 
prints, and hundred and one theories. That \‘j 
is the way how they work and sow seeds of . j 
discontentment. AD of us know it. So please ] 
banish the thought of having a ministry of 
culture from your minds. 4 : 

The statement makes poignant reading 
because everything Kamaladevi Chatto- : 
padhyay was protesting against—red tapism 5 
and bureaucratese of the worst kind—has 
been consolidated through the assumed 
‘autonomy’ of the Akademis themselves. As 
yet we have no ministry of culture (‘God 
forbid’), but we have a department of culture 
and a series of Akademis that function 
exactly the way that Kamaladevi Chat¬ 
topadhyay feared. 

in this regard there are at least two ironies 
regarding her position that need to be ad¬ 
dressed. On the one hand, from her diatribe 
against ministries of culture; it is clear that 
Kamaladevi Chattopadhyay viewed them as 
(he very destroyers of creative autonomy. At 
the same time she was not averse to co¬ 
operating with the government. Indeed, at 
the First Drama Seminar itself she announc¬ 
ed that she was ‘drawing up a programme 
under the Five-Year Plan’ that would enable 
the Sangeet Natak Akademi to finance the 
construction of a single theatre in each 
state. 5 The question that needs to be 
addressed is whether Kamaladevi Chat- 
topadhyay’s pleas for institutional autonomy 
went far enough. Could it be sustained 
through such strong governmental ties? Was 
it not somewhat self-defeating in the absence 
of multiple sources of funding and other 
modes of ensuring self-sufficiency? 

Another factor that needs to be acknow¬ 
ledged regarding this general critique of the 
ministry of culture concerns its close 
ideological affinities to simitar arguments 
propounded in yet another democracy, the 
United States of America. Here, too, there 
is no ministry of culture for much the same 
reasons that Kamaladevi Chattopadhyay of¬ 
fered at the Drama Seminar. For long it has 
been assumed by a vast majority of 
American politicians that this could only 
result in an undue interference of the artists’ 
freedom of expression, which was assumed 
to be (he reality in erstwhile socialist coun¬ 
tries. This is, to say the least, a disingenuous 
argument because it has not stopped con¬ 
servative politicians from questioning the 
limited funding of American organisations 
like the National Endowment for the Arts 
on ‘ideological’ and ‘moralistic’ grounds.* 

So, on the one hand, even without a ministry 
of culture, there is political interference, but 
its absence also legitimises the government’s 
lack of responsibility to the arts in the name 
of protecting its ‘autonomy’. 

In America, however, there has been 
strong corporate support for the arts, which 
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in India is just beginning to emerge through 
the sponsorship of ‘ghazal nites’ and 
‘jugalbandts’ by cigarette companies. As 
yet, Indian corporations have to commit 
themselves to a long-term sponsorship of the 
arts, not just of particular shows and spec¬ 
tacles, but of activities and groups on a more 
permanent basis. In the meantime, most 
Indian artists remain in a hopelessly insecure 
financial position, receiving neither the sup¬ 
port of the state nor the corporate sector. 
If anything, it has been the ‘market’ which 
has enabled many of them to survive. And 
even the Haksar Committee is compelled to 
admit that "it was the market rather than 
the patronage of the state which set the pace 
for cultural endeavour after 1947” (p 21). 

The market, however, has us own whims 
and demands which are not likely to favour 
the sponsorship of formative, critical, or 
non-commercial ventures This is where the 
state lias to intervene but with a strong 
respect for artistic autonomy whereby ‘state 
support' needs to be sharply differentiated 
from ‘state interference’ In this context, the 
greatest difficulty of the Akademis in sus¬ 
taining their ‘autonomy’ can be directly 
related to the overt centralisation of their ad¬ 
ministrations and close proximity to the cen¬ 
tre of power in New Delhi But even in 
smaller capitals, the report acknowledges 
that the presence of dominant political per¬ 
sonalities in the activities of local Akademis 
has resulted in their becoming mere "limbs 
of the state governments ’ (p 29). 

For autonomy to be fully realised, it would 
seem essential that institutions should be 
freed as far as possible from governmental 
'clearances' and ‘advice’ This will necessitate 
a fundamental restructuring of the Akademis 
whereby their chairpersons need not be ‘ap¬ 
pointed’ by the president of India as enun¬ 
ciated in the report, which would give the 
president the option of selecting two 
members on a three-member search commit¬ 
tee. How this ensures ’dispassionate evalua¬ 
tion’, I fail to grasp. More meaningfully, the 
report recommends that the financial mat¬ 
ters of the Akademis should not be super¬ 
vised on a part-time basis by an officer of 
the department of culture. Fo^autonomy to 
be sustained, artists themselves will have to 
be more actively involved in the program¬ 
mes and policy decisions of the Akademis. 
The members of the general councils will 
also have to meet more than once or twice 
a year for their meetings The chairpersons 
will also have to be more than titular heads 
and personalities who use the Akademis to 
enhance their own prestige rather than serve 
the institution or the arts in general Most 
critically, to my mind, it will be essential to 
investigate multiple channels of lunding so 
that the Akademis will not have to rely en 
tirely on the meagre funds received from the 
government, which almost circumscribe 
their ‘autonomy" in the first place. 

All these issues need to be substantiated 
before one can implement the strong and as 
yet unrealised recommendation made by the 


Khosla Committee in 1972 regarding the 
establishment of independent Akademis in 
all the states of India on the lines of the 
national Akademis. Before entering the 
minutiae of how such Akademis should be 
linked, much work is needed in restructur¬ 
ing the model of the Akademis on the lines 
discussed above, and most of all in redefin¬ 
ing ‘autonomy' in terms of the needs of 
artists and people rather than the state. 

CULTURF 

Any cultural discourse assumes a defini¬ 
tion or spectrum of definitions in relation 
to ‘culture’. Ironically, yet tellingly, this could 
be one of the hardest wotds to define. Used 
indiscriminately, the word has yet to be con¬ 
fronted in relation to Sanskrin, which is 
being used increasingly in nationalist and 
fundamentalist contexts. Vaguely honorific, 
‘culture’ is, as the report reassures us, “what 
distinguishes human beings from other 
creatures in the process of natural evolution” 
(p 7). “Without any sensitiveness to sahitya. 
sangeel, and kata", we would be “mere 
animals, even if we did not possess horns or 
tails” (ibid). Or so we learn from an ancient 
Sanskrit source whose authority is invoked 
rather than questioned in the report. We arc 
further provided with a list of ‘traditional’ 
qualities attributed to the making of a 
cultured person -- vidya , tapa, dana gnyana, 
sheela, guna, dharma- -which indicate how 
much work is left in grounding the in¬ 
digenous nuances and attributes of ‘Indian 
culture 1 (and not just ‘Hindu culture 1 ) within 
the predominantly western idiom of official 
cultural discourse today. 

While attempting to define ‘culture’, the 
report docs not problematise the numerous 
usages of the terms even within its own 
limited allusions and examples. Thus, when 
quoting extensively from Nehru’s speech at 
the inauguration of the Indian Council for 
Cultural Relations, the report once again 
misses an opportunity to sharpen its dis¬ 
course through us singular avoidance of 
critical inquiry. In Nehru’s rhetoric, one 
finds a definitive example of a liberal exposi¬ 
tion of culture as an attitude to life, a way 
of responding to the world. Inimitably, he 
answers his own questions: 

Does culture mean some inner growih in the 
roan 1 Of course, it must. Does it mean the 
way he behaves to others? Certainly it must. 
Does it mean the capacity to understand the 
other person? I suppose so. Does it mean the 
capacity to make yourself understood by the 
other person? I suppose so It means all lhat 
A person who cannot understand another’s 
viewpoint is to that extent limited in mind 
and culture The cultured mind should 
have its doors and windows open (p 9) 

To which I am tempted not just to ‘agree to 
disagree' in the liberal tradition of gentle¬ 
manly dissent, but to remember somewhat 
similar sentiments voiced by Mahatma 
Gandhi but with a characteristic twist that 
tells us something about his attitude to 
culture: 


I do not want my home to be walled in on 
all sides and its windows to be stuffed. I want 
cultures of all lands to be blown about my 
house as freely as possible. But I refuse to 
be blown off my feet by any . 7 
Without being grounded in a historical 
context, reflections on culture become 
notoriously abstract. Or else they lapse into 
the most embarrassing generalities. Thus we 
learn from the report that “diverse cultural 
activities” and “forms of artistic self- 
expression” (which is what ‘culture’ means 
in its ‘most comprehensive sense’) provide 
“reflective poise" and “spiritual energy" so 
essential to “the maturing of the good 
society" (p 6). What is the ‘good society’? 
Repeated interminably in the report, it 
sounds like the most prosaic of absolutes. 
Divested of a clearly defined political con¬ 
text, it degenerates into a humanist platitude. 

Almost to counter, what might seem like 
an overly idealistic view of culture, the report 
lakes pains to emphasise that it does not dif¬ 
ferentiate between ’high’ and ‘low’ cultures 
(p II). Such a differentiation is ‘flawed’ in 
the opinion of the report which goes on to 
acknowledge the “variety of cultures” that 
are created through “differentiated com¬ 
munities” (ibid). But significantly, it cannot 
allow ‘differentiation’ to be regarded as the 
criterion by which Indian cultures can be 
most meaningfully discussed and related. 
Almost emphatically, the report is compelled 
to acknowledge that while “differentiated 
communities generate varieties of culture” 
that address “closed groups”, it is essential 
to look beyond the expressions of these 
“closed constituencies”: 

u is, so we believe, not only desirable but 
absolutely necessary to look ahead to an era 
in history in which the generation and con¬ 
sumption of culture draws the citizens as a 
whole into its embrace. We set out such a 
radical view of cultural creativity in the belief 
that by voicing his ideal . we are defining 
a prescriptive view which would influence 
creative endeavour no less lhan I he citizen 
in his stance towards culture and the artefacts 
of culture (pp 10-11) 

Clearly, this is more a ‘prescriptive’ than 
‘radical’ view of culture, whose faith in 
'citizens as a whole 1 is almost as homogenis¬ 
ed as those ‘cultural values' which are sup¬ 
posed to provide the “basis of the good 
society of the future" (p II). 

Eli i is) Biasfs 

While taking pains to emphasise that it 
does not differentiate between rhe ‘specialist 
creator of culture* and the ‘lay citizen’, and 
by further stressing the involvement of ‘non¬ 
specialists’ in cultural activity, the reality is 
that the entire thrust of the cultural 
discourse formulated by the Haksar Com¬ 
mittee is steeped in an unsufficiently 
investigated elitism. Its very methodology in 
researching cultural activities and institu¬ 
tions indicates that, for all its concern for 
‘lay citizens’ and ‘non-specialists’, the over¬ 
whelming majority of the one thousand or 
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so persons who were contacted to give their 
views on culture came from the ‘distinguish¬ 
ed' sections not only of their professions but 
of society itself. This could well be 
expedient—and it is no mean achievement 
to meet one thousand persons—but the 
point is that they represent a constituency 
of ‘specialists’ whose names read like a 
‘Who’s Who’ of ‘Indian culture 1 . 

It is in this context that the report's 
reference to “the voices of the submerged 
classes” assumes a distinct hollowness. Even 
more lamentable to my mind is the pater¬ 
nalism with which the ‘High Powered Com¬ 
mittee’ appropriates Frantz Fanon for its 
own purposes: “For there is every reason to 
believe that, then as now, the wretched of 
our earth gave expression to their distress 
and their aspirations in visions of the good 
life which were articulated as eloquently as 
visions of the good life articulated by the 
privileged orders” <p 12). If there is an iota 
of ‘belief in this statement, then why are 
these ‘eloquent’ subaltern expressions not 
addressed either through ‘the authentic 
voices of the under-classes' or their represen¬ 
tations through ‘cultural specialists’? If it 
would be too much to ask the committee to 
have contacted members of these com¬ 
munities directly, then an attempt should 
have been made to learn of their condition 
from writers and cultural action groups who 
are in a position to talk about ‘the wretched 
of the earth’ with some depth and commit¬ 
ment. If such meetings were not possible, 
then it would have been more honest if the 
obligatory references to ‘lay citizens’ and the 
‘underprivileged classes' could have been 
removed fiom the report. Let us face the 
ciucial fact that they are not represented, and 
indeed have not been represented in any 
significant cultural study commissioned by 
the department of culture since 
independencc- 

Yet another elitist perspective appears in 
a totally arbitrary comment relating to the 
assessment of cultural activity in our coun¬ 
try. In discussing the future of the National 
School of Drama, the report asserts that, 
“The achievement of the faculty and 
students of a drama school can be most 
effectively tested out only in a major 
cosmopolitan environment where there is a 
well-informed, responsive and critical 
audience” (p 129). It is sheer presumption, 
to my mind, to equate discernment with 
metropolitan audiences. Judging from my 
own experience as a teacher and director at 
the Ninasam Theatre Institute in the village 
of Heggodu, and having critically observed 
audience behaviour and attitudes in many 
rural and mofussil contexts, 1 can only state 
that audiences in these areas are not just 
‘well-informed’, ‘responsive’, and ‘critical’ 
but engaged in what they are seeing. And 
this applies as much to so-called 'ritual' and 
'traditional' performances as to more 
‘modern’ works.® 

This does not mean, however, (hat the 
responses of rural and mofussil audiences 


should be valorised as more ‘authentic’ than 
those of metropolitan audiences. The point 
is that ways of seeing have to be contextualis¬ 
ed within particular modes of living and 
should not be differentiated on a qualitative 
basis. It is not that rural audiences are rtiore 
(or less) ‘discerning’ than their metropolitan 
counterparts. The point is that they are 
‘discerning’ or ‘not discerning’ in different 
ways in relation to different pressures, 
taboos, contradictions. Decontextualising 
modes of seeing can only reinforce assump 
lions of ‘high’ and ‘low’ culture that the 
report tries so emphatically to refute 

In this context, it is also worth qualifying 
that there is no reason why institutions like 
NSD should not be located in metropolitan 
centres, which the report feels obliged to 
defend. But the reality is that there is a 
growing need m a country as vast and 
socially/linguislically/culturally differen 
liated as ours for several drama institutions 
to be located in mofussil and rural centres 
as well. The Ninasam Theatre Institute is a 
glorious, yel lone example of what can he 
achieved within ihe locus of a village. For 
a truly vibrant performance culture to 
emerge in India, wc need to deepen the con¬ 
tinuum between the ‘metropolis' and the 
‘village’ instead of dichotomising or 
eliminating it through an advocacy of nar 
row ‘constituencies' The report docs not 
begin to reflect on ihe modalities of this con¬ 
tinuum, but it docs recommend that drama 
schools should be set up in each state with 
corresponding repertory companies. 

T his is a useful suggestion but one that 
needs to be carefully probed in terms of pro¬ 
viding appropriate infrastiuelures for struc¬ 
turing and linking these institutions. Instead 
of even outlining some of the problems that 
need to be confronted, ihe report merely 
affirms that the existing NSD will be 
transformed into NADA, the National 
Academy of Dramatic Arts, which would be 
a research-oriented, post-graduate theatre in¬ 
stitution with a possible interest in ‘pioneer¬ 
ing’ areas of research like ‘therapeutic 
theatre 1 ! Once again, without beginning to 
envisage the structural, administrative, and 
most important, financial reallocation of 
existing funds pertaining to NSD, the report 
says: “It is our earnest hope that NADA will, 
come about in the shortest possible time” 
(P 135). 

But how? If only institutions could be ‘in¬ 
vented’ as readily as names, our culture 
would be in a permanent state of mobilisa¬ 
tion. As a footnote, I am reminded of the 
coinage of saiyugraha which was determin¬ 
ed long after it existed as a practice. Gandhi 
knew the importance of realising a vision 
through work rather than rhetoric. The 
theory followed. In cultural matters, 
however, what has tended to become a norm 
in India is the determination of a particular 
category or definition of a non-existent in¬ 
stitution long before there is the beginnings 
of a shared vision by a group of people. 


Community ->■, 

While the Haksar Committee realises the 
necessity of “relating culture and art to Ihe^ 
life of the people” (p 5), it is precisely thlS-j; 
relationship that is inadequately grasped in-', 
the report. In (his context, it would be useful 
to confront the term ‘community’ which has 
been reduced to a mere abstraction in it* 
discourse. Indeed, at a time when the ram¬ 
pant pressures of ‘communalism’ have 
almost destroyed any unqualified use 
of ‘communal’ as ‘belonging to the com-. 
munity’, it is necessary to reinstate the im- - 
poriance oi' ‘community’ in cultural.’ 
discourse. Originating from the Latin word 
'communis' ( 'corn-', together; 'munis-, under 
obligation), the word was earliest associated 
in the English language with ‘common or 
common people’.'' Later it referred to ‘the 
people of a district’ and also to ‘a sense of 
common identity’. It is through these mean¬ 
ings that ‘community’ continues to be a 
much more familiar, intimate term than 
‘society’ in cultural discourse. 

Today, however, in metropolitan centres, 
where the increasing anonymity and 
mechanisation of everyday life have resulted 
in the disintegration of neighbourhoods, the 
idea of the ‘community’ has been severely 
challenged, if not negated. Even in cultural 
circles, one senses a similar crisis which 
could be directly related to the emergence 
ol new commercial pressures, the ubiquity 
of television, not to forget more immediate 
matters like transportation problems and the 
increasing distances from places of work and 
leisure, if there is time for leisure in the first 
place. AH these factors have contributed to 
the difficulty, if not impossibility of ‘getting 
people together’ on a regular basis to par¬ 
ticipate in creative work, which was taken 
for granted even a decade ago. 

In conttast, ‘communities’ continue to 
exist in mofussil towns, villages, and tribal 
areas, despite inner dissensions and tensions 
emerging from urban interventions. In this 
context, one of the strongest advocacies of 
the ‘community’ in cultural matters has been 
made by the grassroots organiser of 
Ninasam, K V Subbanna, for whom the ef¬ 
ficacy of any cultural activity in India has 
to be assessed in relation to the needs, ten¬ 
sions, desires, and growth of a particular 
community. Critics with a metropolitan bias 
would probably resist the ‘csscntialist’ 
tendency in Subbanna’s affirmation of ’the i 
community', which almost appears like an 
unchanging entity. But closer observation of , 
the social interactions within Subbanna’s 
milieu would reveal how the ’community’ as 
an idea and reality has shaped the vision of 
Ninasam, providing it with grassroots sup¬ 
port systems that have enabled it to expand 
its activities in an unprecedented way. 

Though the model of Ninasam is obvious¬ 
ly inspiring, it would seem to me that we 
need to uphold different structures of ‘com¬ 
munity’ in India, which would vary in ac¬ 
cordance to differing social contexts. But the 
idea of the community as such needs to be 
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strengthened rather than dismissed as an 
obscurantist sentiment, particularly in 
metropolitan centres where it is hardest to 
sustain. However tenuously, when people 
gather together to see a play or watch an 
exhibition or listen to a concert, they form 
an ‘audience’ What should be of great con 
cetn to us in cities is to question how this 
audience can evolve into a ‘community’ of 
sorts through greatei interaction, discussion, 
and a sense ol sharing some common ideals, 
values, and beliefs. Regretfully, the Haksar 
Committee does not begin to deal with the 
intricacies of this problem In its rhetoric, 
‘communities’ assume a certain neutrality, 
neither upheld nor viewed in relation to 
larger social instabilities It is no wonder 
then that in its most narrow reading, ‘com¬ 
munities' come to be associated (as discussed 
earlier) with 'constituencies’. 

Perhaps, most problematically, the report 
assumes that its conception ol ‘culture’ is 
being addressed to ‘the whole community' 
rather than lo "a few privileged citizens” 
(p 11). Not only is this something of a delu¬ 
sion given the methodological constraints 
and metropolitan biases of the report, one 
needs to emphasise (hat 'the whole com¬ 
munity' is a mere construction. It would be 
more vital to think of ‘communities’ ratbei 
than ‘the whole community', of ‘cultuies’ 
rather than ‘culture’, and thereby counter the 
monolithic categories of official discourses. 
In addition, this more particularised reading 
of culture s would be the deepest way of 
resisting iccent fundamentalist pressures to 
affirm a fixed notion of ‘community’ con¬ 
tributing to an intiinsicaily ‘communal’ ideal 
of ’culture' 

Popt I 'VK 

Signilicantly, while broadening the con¬ 
cept of ‘culture’ to include more than ihe 
endeavour ot ‘distinguished ‘specialists’, the 
report draws the line at endorsing ‘popular 
culture’. This would have necessitated the 
opening of the discourse to all kinds of 
activities which are conspicuous by tiieir 
absence in the report: political theatre, street 
theatre, circus activities, acrobatics, pop an, 
magazines, film music In all these ’forms’, 
the function of ’entertainment’ dominates 
over the more elevated ideals of the Haksar 
Committee represented in ‘reflective poise’ 
and ‘spiritual energy’ Instead of dis¬ 
criminating or histoileasing the role ol the 
’popular’ in the spectrum of ‘cultural ac¬ 
tivities’, the report resorts to the most predic¬ 
table of strategics by subsuming its role 
within the dangers of ‘mass culture’ and the 
‘vulganties’ of “so-called democratic an and 
populist foims of aitistic endeavour’’ 

Now if there is ope area where I would 
actually advocate state inieivcntion in 
cultural activities, u would be in connection 
with the rampant prolifeiation ot the elec¬ 
tronic media, particularly the foreign cable 
networks that are beginning to enter our 
homes with an almost surreptitious ease 
Difficult as it would be to institute codes of 


censorship, I would even recommend much 
greater critical vigilance regarding the 
piogramming and advertising on our own 
television channels with a particular focus 
on the violent and pornographic elements 
thai seem to be ‘fed’ by the domesticated 
smut of our largely illegal ‘video culture’. It 
gives without saying that a critique of the 
mass media is mandatory at this point in our 
cultural history, but it is equally necessary 
foi us to diflerentiate this media from other 
forms and modes of expression ‘belonging 
to the people’, which is what ‘popular’ 
literally means. 

In this context, we have to salvage, if not 
retrieve traditions of ‘popular entertain¬ 
ment’, which may need to be differentiated 
not just from the ’mass media’ but from 
‘populist’ idioms of ‘entertainment’ as well. 
This discrimination between the ‘popular’ 
and the ‘populist’ could well be one of the 
most subtle interventions that needs to be 
made in our cultural discourse today. We 
should remember that ‘populist’ art does not 
merely derive from the stereotypes and 
mechanisms of the mass media. It is also 
capable of entering seemingly ‘popular’ 
forms and expressions can masquerade in 
the name of the people while affirming the 
values of another class. 

To provide a lew examples: A production 
dealing with casteism in the Indian army can 
manipulate the audience’s sympathy for the 
‘heroic’ victim only to endorse the pater¬ 
nalistic order of the army, a brotherhood . 
marred by the exception of a few ‘villains’. 
Likewise, a play focusing on the murder ot 
a college student in the larger context of Holi 
can luxuriate in the homoeroticised violence 
without commenting on it. And the im¬ 
provised ‘intensity’ of this kind of collective 
violence can actually pass off as ‘real’. Wbrse 
still, in the more seemingly anti-commercial 
idiom oi ’poor theatre’, rape can be depicted 
through a woman surrounded by a group of 
gyrating men who emulate the disco man¬ 
nerisms nl Mithun Chakravarty. And this 
can be viewed as a ‘radical’ treatment of 
rape 10 

In all these examples (and there arc many 
more that would need to be elaborated on 
m a fuller treatment on the subject), one 
realises the pernicious influence of the com¬ 
mercial film idiom in ‘popular’ expressions 
ol protest and representation of tht ‘people’. 

I bis does not mean, however, that ‘popular’ 
idioms, devoid of ftlmt intervention, have 
been obliterated. They are simply more 
scarce and harder to sustain. In the film 
world, of course, the conflation of the 
‘popular’ and the ‘populist’ is almost 
inextricable, resullmg in the increased 
‘lumpenisation’ of film culture where blood 
and sex have been glamorised under the 
pretext of addressing ‘popular’ themes 
relating to resistance and romance. 

Instead of entering the politics of 
discriminating terms like ‘popular’, 
‘populist’, and ‘the mass media’, the report 
maintains a fastidious distance from such 


realities, and thereby reinforces its own elitist 
biases couched within the ‘respectability’ of 
official discourse. 

Development 

It is only inevitable that a ‘High Powered 
Committee 1 appointed by the government of 
India should work within a larger framework 
of nationalism. What is more critical are the 
ways in which nationalist constructs are 
assumed in a cultural context. Thus, white 
the report takes pains to point out that 
"there are no majority or minority cultures”, 
it promptly feels obliged to add that “the 
smallest unit has its contribution to make 
to the enrichment of the national sum total, 
and must be respected” (p 27). This is 
somewhat different from saying that the 
smallest ‘unit’ of culture should be respected 
in and for itself. Within the priorities of the 
report, it is the ‘national sum total’ that 
matters, revealing an essentially additive 
notion of ‘national culture’ which is made 
up of a ‘sum’ of heterogeneous units rather 
than a cluster of interlocking concepts and 
relationships. 

In its predominantly improvised 
nationalist discourse, the report uses phrases 
like ‘national life’ of which we are all osten¬ 
sibly a part. The sheer generalisation of the 
term assumes that such a life exists, when 
in actuality, it could possibly be the hardest 
thing to define. What are the specific com¬ 
ponents of ‘national life’ that cut across 
‘regional’ and ‘local’ differences? What are 
its cultural resonances? I am left speculating: 
Is it listening to the news on Doordarshan 
every evening? Timing into a cricket com¬ 
mentary? Responding to the latest film 
song? In the absence of a regimentation of 
cultural codes, for example, listening to the 
national anthem at a particular time in the 
day on a regular basis, or being indoc¬ 
trinated from childhood with a particular 
credo or set of principles such as the Ponca 
sila in Indonesia, what are the criteria of 
determining ‘national life' and ‘culture’ in 
India today? 

Given the enormity of the question and 
its profound implications in relation to ‘anti- 
national’ insurgencies, secessionist move¬ 
ments, and terrorist attacks, the report tends 
to assume an overall ‘integrity’ of the na¬ 
tion through endorsements of constructs like 
‘the whole community’ and common goals 
like ‘the good society’. More nostalgically, 
it holds on to the premises of an earlier 
nationalist discourse which crystallised 
around matters of cultural organisation in 
the mid-JOs. Yet another way in which it 
deals with the more recent constructs of 
nationalism is by situating ‘culture 1 within 
the overriding concerns of ‘development’. 

Associated predominantly with the social 
sciences rather than the arts, the vocabulary 
of ‘development’ continues to remain 
somewhat foreign to most practitioners of 
the arts in India today. Those who use it are 
more likely to be associated with ‘develop¬ 
ment groups’ who use theatre in an ‘in- 
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strumentalist’ way to propagate particular 
ideologies and issues. Significantly, as the 
larger world of development faces a crisis 
in the aftermath of the Cold War with rapid 
shifts in geopolitical alliances, the relation¬ 
ship of 'development’ to ‘culture’ is just 
beginning to be acknowledged as a viral 
issue In this context, the report quotes from 
the conclusions reached recently by a 
‘working group’ attached to the Inter- 
Govemmenul Committee of the World 
Decade for Cultural Development sponsored 
by UNESCO. 

It is the firm conviction of this committee 
that the neglect of the 'cultural dimension' 
in development efforts has been mainly 
responsible for the irrelevance and non- 
assimilation of several good ideas in the past. 
The new development decade must overcome 
this deficiency. . Recognition of the cultural 
peisonality of each of the peoples in the 
region is an indispensable requisite for every 
genuinely democratic integration process 
(P 24). 

One wonders how exactly development 
‘experts’ will go about assessing the 'cultural 
personality of each of the peoples in the 
region', but nonetheless, it is an acknow¬ 
ledgement that confirms the recent shift in 
‘development studies’ away from purely 
‘economistic’ readings of the problems in so- 
called ‘developing societies’. The focus on 
‘culture’ will also undoubtedly deepen yet 
another critique within the methodology of 
’development’ concerning its earlier ‘statist’ 
orientation which necessitated dealing with 
‘governments’ rather than ‘peoples' ot 
'individuals’. 

The question remains whether ‘culture 1 
can or needs to be ‘developed’ within the 
larger context of ’development’. Is this not 
yet another ‘instrumentalist’ use of culture 
at nationalist and global levels? While 
development groups stand to gain from this 
newly-found interest in ’culture’, which could 
facilitate their realisation of ‘anticipated 
results', it is unlikely that cultural practi¬ 
tioners or people in general are necessarily 
going to benefit through ’developmental’ 
intervention. It would be useful, of course, 
if the representatives of ‘development’ could 
learn to question their own premises through 
a closer interaction with cultural groups and 
activities, but this would necessitate the 
rupturing of many assumptions concerning 
‘neutrality 1 , ‘progress’, ‘freedom’, ‘democracy’, 
‘equality’, and ‘self-determination’ that may 
not be in the interests of ‘development’ at 
large 

Instead of ‘development’, what needs to 
be further probed are the modalities and 
interactive possibilities of cultural ‘exchange’ 
within and between communities in India. 
In an ‘exchange’, there is a greater possibility 
of a joint sharing of problems and dif¬ 
ferences than through a ‘development pro¬ 
ject’, where the hierarchies are ingrained 
within the premises of the project itself. 
Needless to say, much work needs to be done 
in structuring the nature of this ‘exchange’ 
not just through the existing inter-state 


mechanisms but through new infrastructural 
linkages between different cultures and com¬ 
munities m India. In addition, it would be 
useful to confront interactive models of 
communication provided by Augusto Boal 
in his ‘theatre of the oppressed', which 
in turn is influenced by Paulo Freire's 
‘pedagogy of the oppressed', as well as 
Eugenio Barba's concept of ‘barter’, 11 to 
name just a few practices that could 
stimulate neo-Gandhian modes of ’cultural 
exchange 1 . On these formative possibilities 
of broadening the communicability of dif¬ 
ferent cultural idioms in India, the report is 
silent. 

Translation 

Yet another critically neglected area not 
just in cultural discourse but in the dis¬ 
semination of our cultures) at large con¬ 
cerns translation Its primacy and challenge 
become all the more immediate in our asser¬ 
tively multilingual, multicultural context. 
While the general avoidance of the ‘politics 
of language’ as a critical issue in the report 
can be viewed as tactically necessary, whai 
is less excusable is the almost cavalier 
attitude assumed by the Haksar Committee 
in relation to translation. At one point we 
are told that many of the students of NSD 
have “excellent knowledge of the literature 
of their respective regions” and that some 
of them have become “accomplished tran¬ 
slators” (p 135). For what? Television 
serials? school productions? It is simply 
absurd that the profound complexities of the 
art of translation should be so naively en¬ 
dorsed through the amateur efforts of 
students. 

Then also in dealing with the sporadic and 
uneven quality of the translations commis¬ 
sioned by the Sahitya Akadcmi. one needs 
to take a much firmer line than that assum¬ 
ed by the committee. Indeed, we have made 
a mockery of our ‘regional’ literatures 
through the most painfully stilted, archaic 
translations in English. More crucially, 
translations of ‘regional' literatures in other 
Indian languages continue to be scarce. This 
applies as much to contemporary texts as to 
the classics. In a multilingual culture, one 
would assume that multiple channels and 
trajectories of translation are needed. We 
also need lo examine ways in which leading 
societies, subsidised publishing houses, and 
alternative markets can free the genius of 
poets like Thgore from the clutches of mori¬ 
bund institutions tike Vishwa Bharati. At 
times, we may even have to resort to the 
media to represent the sheer lyrical genius 
of a poet like Bendrc, whose language may 
be ’untranslatable’ but whose ’music’ 
transcends barriers of space and time in an 
unprecedented way. In short, much more 
creativity is needed in envisioning infrastruc¬ 
tures and modes of translation which can 
facilitate the dissemination of our literatures, 
languages, and cultural idioms on a wider 
basis. 

For a start, we could begin by conccp- 
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tualising translation less as a practice tha^ 
a principle which is probably, to my mind; j! 
one of the greatest sources of integration III -.) 
our country. The ‘translation of cultures’ is \ 
what needs to be explored and not just in % 
the context of the written word but of | 
speech, gesture, expression, and movement 
rooted within particular belief-systems and 
ways of living. This is truly an area of thd 
future that would need to be structured in 
ways that could counter the sterility of 
academic and official discourses. In this 
regard, 'translation' should be freed from the 
‘expertise’ of linguists and the intervention 
of ministers of education. It can be mast 
meaningfully explored by poets, artists, 
dancers, performers, musicians whose 
‘languages’ are at once rooted in distinct 
idioms and contexts, yet capable of enter¬ 
ing different worlds and interacting with 
other ‘languages’ through particular 
faculties of the imagination. 

If our government had some vision and 
not just an infinite capacity to derive models 
of political and cultural organisation from 
more ‘developed’ societies, it would, 
perhaps, have considered the necessity of 
instituting an entire department for the 
exploration of translation and the dissemina¬ 
tion of languages in our country. Does a 
country with several major languages and 
thousands of dialects with the widest range 
of cultural idioms m the world deserve 
anything less? But given the fact that our 
government lacks vision, one is compelled 
to acknowledge that it is artists who will 
have to take the initiative by creating struc¬ 
tures in whtth multiple processes of transla¬ 
tion can be explored. The government 
should have the grace to fund such an 
initiative liberally with the understanding 
that translation could be the most creative 
way of ‘crossing the barriers’ in our mind 
which have solidified through linguistic 
chauvinism and the increased ‘region,disa- 
tion’ of our cultures. 

Education 

Instead of speculating on the future of 
translation as a creative principle, the 
Haksar Committee focuses on the more 
familiar category of ‘education’. Unfor¬ 
tunately, it opts for changes within the 
existing stale structure by recommending 
that “matters relating to education and 
culture ought to be looked after by the same 
department of government, both at the cen¬ 
tre and in the states" (p 43). While this is 
a bold recommendation, it is not, to my 
mind, particularly feasible in the larger con¬ 
text of the bureaucracies in which ‘educa¬ 
tion’ and ‘culture’ are embroiled at a govern¬ 
mental level. Besides, what faith can one 
have in any government when so many state 
departments have ‘tagged’ on ‘culture’ to 
“Information, Public Relations, and even 
Tourism?’’ (ibid). Would ‘education’ not be 
another adjunct to these affiliations? Once 
again, as in the case of translation, I favour 
interactions between ’education’ and ‘culture’ 
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at local levels which the state can sponsor 
but need not legislate. 

What the Haksar Committee fails to 
specify are those areas and components of 
‘education’ with which one could begin a 
meaningful interaction through ‘cultural' 
interventions. For instance, one could begin 
with ‘physical education', which ts more 
often than not marginalised or regimented 
within the strictures of PT exercises in 
school. Certainly, we do not lack physical 
disciplines in our country like Yoga and 
varieties of martial arts of which Kalanp- 
payatu and Thang-ta are the best known It 
is, indeed, a tremendous lack of insight on 
the part of our educational system not to 
have integrated these disciplines within the 
curriculum of our students At best their 
importance has been acknowledged, il at all, 
in the category of ‘extra-curricula activities' 

To study how the body can be viewed as 
a centre of knowledge about ourselves and 
the world, we also need to pay much greater 
attention to holistic expressions and pro¬ 
cesses of work. In this context, the seminal 
work of the dancer and choreographer, 
Chandralekha, comes to mind. Her Angtka 
is a veritable ‘education’ about the interrela¬ 
tionships between the cosmos, the animal 
world, dance, and society througii particular 
explorations of the body. Such work needs 
to be seen at a national level, not just in 
dance forums (where Angika has been 
criticised for being too ‘basic’) but in schools 
and inter-college fAtivals where young 
people can respond to the multiple resources 
of the body. 

The tragedy is that even when the govern¬ 
ment of India has realised the need for 
creative inputs tn the practice of education, 
it has invariably laded to realise its goals. 
Thus, when it set up a so-cailed ‘auto 
nomous’ body called the Centre for C ultural 
Resources and Training (CVRD in New 
Delhi to deal with the ‘cultural aspects of 
education' through a variety ot 'in-service 
teacher training programmes’ arid educa¬ 
tional aids, the actual production of the cen¬ 
tre has been far from effective. In a country 
with more than 5.3 lakh primary schools and 
over 2 lakh middle, secondary and higher 
secondary schools, it ts indeed staggering 
that CCRT managed to train only 2,300 
teachers between 1988-89 and distribute 
merely 400 ‘cultural kits’ (p 42). If this is the 
kind of outreach that the government is 
able to sustain through art 'autonomous' 
organisation, one wonders how it will func¬ 
tion at a larger scale when 'education' 
and ‘culture’ are subsumed in the same 
ministerial category. 

Valiantly, the report calls for 'effective 
links' between education and culture which 
can be consolidated only if there is an 
‘integrated perspective' at the national level 
beginning with primary school education 
(p 42). But once again the Haksar Commit¬ 
tee assumes that ‘integration' must be 
reflected first of all in the “government’s 
own set-up” (p 43). Countering this faith in 
overall systems, I believe it would be more 
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effective to start at a much smaller scale 
through local interactions between artists 
and educationists, for example, by creating 
workshops and designing plays around the 
concepts of the subjects being discussed in 
schools. Such efforts in 'theatre education’ 
have been all too sporadic without sufficient 
links between teachers and theatre groups. 
Perhaps, the government could begin by 
identifying, linking, and consolidating such 
efforts through sustained and judicious 
funding. 

Unfortunately, most state governments are 
far less interested in developing these learn 
ing processes than in advertising their essen¬ 
tially fabricated and coercive 100 per cent 
literacy campaigns. While acknowledging 
the necessity of literacy, one needs to view 
it as part of a much larget educational pro¬ 
cess in which the growth of consciousness 
needs to be related to many faculties of 
reasoning, intuiting, interpreting, and 
making choices than in learning of the 
alphabet in a mechanistic way. 

One also needs to point out that most 
literacy campaigns arc rarely sustained after 
the 100 per cent targets have been achieved 
and publicised by their respective govern¬ 
ments In one such campaign, it is both 
sobering and disturbing to learn that the 
classes could not be sustained at night 
because there were no funds to buy the 
kerosene needed to light the lamps used in 
such classes This is the kind of grassroots 
reality that state and cultural officials 
invariably tail to confront, if they get to 
know about it in the first place. And the 
Haksar Committee is no exception 

Granis 

Money that’s what it all comes down to 
in the end. Like any other working com¬ 
munity, artists need money to create and 
survive Sometimes they are likely to get it 
through their own initiative and skills, par¬ 
ticularly if they are affiliated to a market or 
community which is in a position to support 
their work. At times aitists may not func¬ 
tion in such favourable circumstances or 
their work could be less ‘marketable’ for any 
number of reasons. Consequently, many 
artists in this ‘underprivileged sector’ accept 
the role of the ‘amateur', which has been un¬ 
duly glorified by some of our intelligentsia. 
Other artists, however, may choose to be 
‘amateurs' and even celebrate ‘poverty’, 
particularly if they happen to have other 
sources of income: Some artists just opt out 
of 'art' altogether, or ‘sell’ themselves as 
strategically as possible, or just suffer from 
the most intense financial insecurities. ‘Let 
the Artists Die' is one of the ironic titles of 
a play by the late Polish theatre director, 
Tfcdeusz Kantor. He could have been speak¬ 
ing of our government in this regard. 

Some facts and figures need to be spelled 
out in relation to government funding. We 
learn from the report that, "In the Final year 
of the Seventh Plan (1985-86), the expen¬ 
diture on art and culture was about Rs 50 


crore as compared to an allocation of about 
Rs 540 crore for education” <p 44). While 
these would seem like astronomical amounts 
of money to most artists, the fact is that the 
total amount spent on culture was “only one- 
tenth of one per cent” in relation to the total 
expenditure of the government (pp 44-45). 
Likewise, the expenditure of all the states on 
art and culture, which amounted to Rs 105 
crore in 1988-89 was “less than half of one 
per cent in most cases” in relation to total 
government expenditure in each state (p 45). 

This sheer pittance of money sanctioned 
by the central and slate governments can¬ 
not be justified on any grounds. Are art and 
culture not worth more than *1 per cent of 
the stale and central budgets? Can one 
wonder then that the National Akademis 
operate with pathetically limited funds? The 
Sangeet Natak Akademi, for instance, func¬ 
tioned in 1988-89 with a budget of Rs 12 
lakh, while the Lalit Kala Akademi had to 
make do with Rs 3.5 lakh. Just compare 
these figures to the Rs 3 lakh grant that the 
union minister of human resource develop¬ 
ment recently came forward with to salvage 
the Indian History Congress meeting. This 
is not the place to enter the politics of such 
a decision, but the point is that Rs 3 lakh 
can be made available for one conference 
while Rs 3.5 lakh is allotted to the Lalit Kala 
Akademi for the enure year ostensibly to 
support artists throughout the nation. 

In essence, what this amounts to is that 
artists are expected to settle for crumbs. 
Thus, the recipients of the .Sangeet Natak 
grants received between Rs 6,000 and 
Rs 16,000 in 1988-89 (p 30). As for the lucky 
young painters who applied for studio 
expenses, they received Rs 1,000 per month. 
It is true that the department of culture had 
a more liberal budget of Rs 30 lakh for 
various artistic activities as well as Rs 70 
lakh for institutional grants primarily in 
relation to the construction of buildings and 
the celebration of centenaries. But what does 
Rs 70 lakh amount to when it has to be 
distributed among 200 institutions? In this 
context, can one blame artists if they turn 
to foreign foundations whose grants are far 
more liberal and with fewer bureaucratic 
mechanisms and obligations? 

And yet, there is always liberal support for 
elitist organisations like the Indira Gandhi 
National Centre for the Arts whose pan- 
Indian vision has yet to be shared with ar¬ 
tists and people outside of its privileged 
coterie More blatantly, the government has 
sponsored the Zonal Cultural Centres, five 
of which were set up by the government itself 
in 1985-86 with two more in 1986-87. All 
these colossal redundancies have received 
between Rs 8-10 crore in the intervening 
years. While each of the centres received 
initial grants of Rs 5 crore each from the 
government, this was later subsidised by state 
government funding in the region of Rs 3 
to 5 crore. Now if one compares these figures 
to the Rs 3.5 lakh received by the Lalit Kala 
Akademi, one need not elaborate on the 
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sheer financial disparity, which reveals the 
government’s priorities only too clearly. 

Zonal Cultural Centres 

At no point is the euphemistic idiom of 
the report more strained than in its cautious 
critique of the Zonal Cultural Centres. 
Assuming a representation of the entire 
country through ‘rones' rather than ‘states’ 
or ‘regions’, these centres are located 
somewhat arbitrarily with seven states 
associated with two centres each while one 
state is connected to three centres. Without 
questioning the validity of this ‘cultural 
geography’, the report proceeds to ‘objectify’ 
the administrative structure of each centre. 
Here, too, there is no comment on the heavy 
predominance of central government and 
state representation. Each centre has a gover¬ 
ning body, whose chairman is the governor 
of the state where the centre's headquarters 
are located. This assumes, I suppose, that 
the governor of the state attached to three 
zonal centres would preside over all three 
governing bodies. If this seems somewhat 
biased in favour of one particular state, we 
are told that participant states/union ter¬ 
ritories are represented in the governing body 
by the minister and/or ‘seniormost officials' 
dealing with culture. Also on the governing 
bodies of all zonal centres are the union 
minister of state for education and <■ jlture 
and the secretary of the department of 
culture. Significantly, while the chairmen of 
the Sangect Natak and Lalit Kala Akademis 
and the president of the Sahitya Akademi 
are also represented on the governing bodies 
of every centre, it appears from the report 
that the zones have not generally “sought 
or established any close links with the 
Akademis at the state level’’ (p 39). 

What ‘links’ can this overbureaucratised 
structure run by IAS officers establish with 
creative groups, individuals and activities? 
It would seem that the overall structure of 
the Zonal Cultural Centres has been design¬ 
ed to prohibit rather than encourage creative 
participation and interaction. Of course, the 
raison d’etre of these institutions is burden 
ed with predictable ideals: "to preserve, in¬ 
novate, and promote the projection and 
dissemination of arts in the concerned 
zone... to encourage folk and tribal arts... 
involve youth in creative cultural com¬ 
munication’’, etc (p 38). How many times are 
these phrases goipg to be regurgitated? 
Would not it be more useful to acknowledge 
that the *preservation’, ’innovation’, ‘promo¬ 
tion’, ‘dissemination , , and ‘projection’ of the 
arts are activities with distinct nuances and 
responsibilities which need to be differen¬ 
tiated rather than conflated? And that they 
need to be ‘defined’ by artists rather than 
officials? 

The .reality is that the Zonal Cultural 
Centres have negated cultural nuances and 
specificities in their^ ‘management’ of 
culture. Today it is common knowledge that 
these centres do not serve artists or people. 


Rather, they are the official mediating struc¬ 
tures for the arrangement of political func¬ 
tions and spectacles, where the accent is on 
‘folk’ and ‘tribal’ inputs (I will not say 
‘participation’). Most of their administration 
is focused on the ‘quantification’ and 
‘transportation’ of performers who are 
“assembled’ by some impresario for a Variety 
programme’ or ‘ceremony’. Among those 
who have benefited most from this structure 
are the officers themselves and middlemen 
who ‘feed’ the centres with ‘human 
resources’ at a grassroots level. For sheer 
mechanisation, insensitivity, and bureau- 
cratisation of the arts, it would be hard to 
find any institution that could match the 
zonal cultural centres. Only a government 
could have conceived of such a ‘scheme’ in 
the first place. 

While alluding to its ‘impresario activities’ 
and ‘parading’ of tribal art forms, the report 
surrenders critical responsibility in the sheer 
reticence of its discourse: “We cannot help 
feeling that the formation of the zonal 
cultural centres was not well thought out’’ 
(p 40). There is a political agenda in this 
euphemistic statement that the committee is 
perfectly aware of, but to open it would 
necessitate an addressing of the cultural 
politics of earlier political administrations. 
In this regard, one needs to acknowledge 
that these centres are at once the con¬ 
comitants and extensions of ‘festival culture 1 
that was initiated by Indira Gandhi and later 
consolidated by the Congress Party to pro¬ 
pagate a particular image of India that was 
essentially synthetic and homogenised. 
Under the guise of representing different 
‘regional cultures’ through ‘zones’, these cen¬ 
tres were meant to facilitate the centralisa¬ 
tion of cultural activities at a scale which 
has neither been envisioned nor funded tn 
India since independence. Within this con¬ 
text, the mild critique adopted by the Haksar 
Committee seems essentially linked to the 
preservation of the status quo : “The Zonal 
Cultural Centres have become entities which 
have already made their presence felt. We are 
not questioning their right to exist” (p 40). 

The question is: For whom do they exist 
apart from government officials and a scat¬ 
tering of the cultural elite? What infrastruc¬ 
tural facilities have they provided for com¬ 
munities even in their own headquarters? 
Where are the ‘rehearsal spaces, open-air 
theatres, galleries’ that the report would like 
to see? What have they done for ‘folk’ and 
‘tribal’ peoples apart from using them as 
material in their spectacles? How have they 
initiated dialogue between communities 
from different states apart from hosting 
‘festivals’ where ‘experts’ preside over the 
creative efforts of the ‘youth’? The point is 
that at every level these centres have not just 
failed to enrich cultural relationships and 
activities, they may even have jeopardised the 
possibilities that ousted before their in¬ 
tervention. And for these reasons, unlike the 
Haksar Committee, I do question their right 
to exist. 


In conclusion, 1 would like to confront 
some of the questions that are raised 
rhetorically in the last section of the report 
(pp 14849). If my answers seem overly brief,' 
it is because I hope they will be contextualis¬ 
ed within the larger discussion and thrust 
of argument in this essay. 

Does the slate have a conceptual approach 
towards art and culture? 

-No. 

Is there a framework of policy within which 
the governments at the national and Slate'’ 
levels operate, or are they only responding 
to ad hoc situations? 

-Ihcy are responding, if at all, to ad hoc 
situations and to the banalities of an essen¬ 
tially centralised and defunct bureaucracy. 
What is the precise scope for government's 
involvement in cultural activity, and what 
are the boundaries beyond which it should 
not trespass? 

—As the report itself acknowledges, the 
‘government’s function is not to organise 
culture, but to support and stimulate its 
natural progress’. Whether ‘progress’ is 
‘natural’ or otherwise, the point is that it 
should be determined by artists and their 
representatives. In this context, institutional 
‘autonomy’ must be further strengthened 
through decentralisation and a more 
equitable distribution of responsibilities 
and funds to the Akademis and cultural 
organisations in each state. (For more details 
see section on ’Autonomy’ above.) 

Regarding ‘trespassing’, the only areas 
where the government has a right (and in¬ 
deed, a responsibility) to intervene relate to 
the dissemination of the media, the legalities 
pertaining to international copyright and 
spread of foreign cable networks, greater 
vigilance in relation to the censorship of 
violence and pornography, and the annul¬ 
ment of anti-democratic and redundant laws 
relating to the licensing of performances, 
which the report correctly points out is a 
form of ‘pre-censorship’. 

How has the transition from the patronage 
of Royalty and Nobility to that of the 
government in a democratic set-up affected 
the attitudes and expectations of the reci¬ 
pients as well as the distributors? 

—From my discussion earlier, I think it 
becomes clear that this ‘transition’ has not 
been particularly fruitful either for the pro¬ 
pagation of various arts or the maintenance 
of the artists/artisans themselves. Most reci¬ 
pients, or more precisely, non-recipients of 
government support are increasingly cynical, 
if not despairing about the government’s 
concern for the arts. It is far too meagre and 
tied up with bureaucratic formalities and 
contacts for the artists to feel any kind of 
‘relationship’ with the so-called ‘distributors’ 
of government funds, who are mere cogs in 
a larger machinery. While feudal support of 
the arts was accompanied by occasionally 
oppressive ties and obligations, the govern¬ 
ment support of the arts has resulted in an 
increasing anonymity between artists and the 


larger power system in which they are placed. 
What is the impact of the huge festivals that 
have been o-gantsed in the country and 
abroad in recent years by government 
departments and institutions? 
—Disastrous. At the international level, we 
have projected a most cosmetic and super 
ficial image of ‘Indian culture'. Nor have our 
trade and political negotiations been en¬ 
hanced through the mediation of these of¬ 
ficial jamborees abroad. At home, these 
festivals have merely mechanised and com¬ 
modified our rural and tribal cultural 
resources, apart from malting showpieces of 
our Classical art’. They have disrupted social 
relationships by creating false hierarchies 
within the communities of performers. They 
have increased the role ot impresarios and 
cultural dalals, intensifying deferences to 
power structures rather than facilitating a 
critique of their role. 

No More Festivals, 1 say. Instead, let us 
create new forums and ‘exchanges’ within 
and between our own communities in India. 
What is the significance of the term 'culture 
policy' of government—is it merely to spell 
out a programme of action, or should it 
rather be to formulate a well-defined ap¬ 
proach towards the cultural environment? 
—It is presumptuous to assume that we have 
a ‘culture policy’ at this point in time though 
we urgently need to work towards one in 
terms of a ‘well-defined approach towards 
the cultural environment’. The actual ‘spell¬ 
ing out’ of programmes of action should be 
left to non-governmental social and cultural 
groups particularly in the alternative sector 
(for example, Ninasam). The ‘linkages' of 
these groups could be supervised by the 
department of culture through informal 
meetings, workshops, symposia from which 
the government may begin to learn how an 
‘approach’ to ‘the cultural environment’ can 
be formulated in the first place 

it is not by sitting in New Delhi and map¬ 
ping out the cultural directions of India that 
anything meaningful can be achieved but by 
observing and interacting with cultures and 
communities in local contexts that a ‘policy’ 
can begin to be framed. Ultimately, it is not 
government officials but artists who are ‘the 
unacknowledged legislators of the world’ 
and it is they who have to formulate a 
‘culture policy’ which the government should 
implement 

And the ultimate issue which arises is, how 
does one take culture to the people? 

--It is not a question of taking culture to 
the people. The people have their own 
cultures which need to be acknowledged in 
the first place Instead of accepting the 
dichotomies of ciiy/village, artist/artisan, 
specialist/non-specialist and their inbuilt 
hierarchies and modes of exploitation, a 
strong attempt should be made to create new 
structures of communication in which dif¬ 
ferences can be confronted, ‘translated’, and 
hopefully surmounted through interactions 
based on mutual respect Instead of taking 


‘culture’ to ‘people 1 , maybe it is ‘people’ who 
can help us to question our understanding 
and shaping of ‘culture’. But for this to 
materialise a ‘meeting’ needs to be structured 
in the first place, from which ‘linkages’ and 
‘movements’ can emerge. 

As I respond to this last question about 
the relation of culture to people, I am 
reminded of the singer of kathas whom I 
introduced at the start of my essay. I have 
still not been able to represent him. But I 
remember him, his vibrant voice and the pit¬ 
tance of five rupees that he got at the end 
of his strenuous performance. 1 also 
remember that crores of rupees continue to 
be spent on bureaucracies like the Zonal 
Cultural Centres. There are obvious rifts and 
areas of non-acknowledgement in our think¬ 
ing of culture, communities that remain 
unrepresented. But it is a poignant, yet 
telling fact that the singer in the Dharamtala 
Mela continues 'o sing every Sunday after¬ 
noon. In spite of the state, he exists. 

Notes 

1 I use the word ‘official’ to designate a par¬ 
ticular kind of cultural discourse ‘pertain 
ing to an office or public authority'. In the 
case of the cultural document being examin¬ 
ed in this essay, its ’official’ status is deter¬ 
mined by the government of India under 
whose recommendation a ‘High Powered 
Committee’ headed by P N Haksar was set 
up to review the activities of the National 
Akademis and other major cultural institu¬ 
tions in the country. ‘Official cultural 
discourse* can function, of course, in other 
contexts as well, but it is almost always 
’authorised' by the government itself. 

2 All quotations from the report are follow¬ 
ed by the appropriate page numbers in 
parent heses. 

1 Raymond Williams. Culture, lonlana Press. 
1986, pp 60-61. 

4 i-.xccrpi Iroin discussions following Mulk 
Raj Anand's paper at the First Drama 
Seminar organised by the Sangeet Nalak 
Akademi It is a telling comment on the 
state of our Akademis that this most 
valuable of cultural documents has never 
been published in book form or dis¬ 
tributed on a wide stale. 1 am grateful to 
K V Subbanna for calling my attention to 
its existence in the first place In the printed 
version of the proceedings in the seminar. 
Kamaladevi Challopadhyay’s comments are 
to be found in p 35? 

5 Ibid. 

6 The report quotes extensively in pp 22-23 
from Robert Hughes' ‘A Loony Parody of 
Cultural Democracy', which criticises the at¬ 
tempts by Senator Jesse Helms to prohibit 
government funding to any ‘obscene or in¬ 
decent' an projects that stray from ‘the cen¬ 
tre line of American ethical beliefs’. 

7 Mahatma Gandhi, 'Monoculture in Educa¬ 
tion’, included in Selected Writings of 
Mahatma Gandhi, London, Collins, 1971 
p 171. 


8 I am thinking of productions of the 
Ninasam Tirugata, an itinerant repertory 
theatre company in Karnataka, which has 
staged plays by Brecht. Gogol, Karnad, 
Kambar, even adaptations of modern 
novels, to widespread audiences throughout 
the rural and mofussil areas of the state. 

9 See ’Community’ in Raymond Williams' 
Keywords, Fontana Paperbacks, 1985, p 75. 

10 This is an appropriate point to acknowledge 
the absolute neutrality assumed in the 
report towards women in general. It is 
assumed that all its categories pertaining to 
‘autonomy’, ‘artist’, ’ariisdn’, ‘specialist', 
‘non-specialist’, apply to men and women 
as well. The reality, of course, is that the 
role of women in cultural activities has been 
severely marginalised, if noi exploited in any 
number of ways While the report expresses 
concern for the ‘status’ of artists in our 
society, it fails to discriminate the social, 
economic, and political modalities by which 
women are used within the patriarchal 
norms of cultural practice and administra¬ 
tion. For a detailed examination of the sub¬ 
ject. one would need to work beyond the 
confines of ‘official cultural discourse’, 
which simply neutralises the existence of 
women altogether. 

11 While Paulo Freire’s Pedagogy of the 
Oppressed is well known in India. Augusto 
Boat’s work can be read about in his 
Theatre of the Oppressed (New York: 
Urizen Books), 1979 Barba's concept of 
‘barter’ is described in my essay on his 
iheatrc entitled ’The Theatre of Migrants’, 
included in my book Theatre and the 
World: Essays on Performance and Mutes 
of Culture, New Delhi, Manohar Publica 
lions, 1990 


JUST RELEASED! 

Scholar Statesman 

SHANKER DAYAL SHARMA 

S C. Bhatt 

The first and foremost bio¬ 
graphical study of India’s new 
President, his onward journey 
from downtown Bhopal to 
Rashtrapati Bhavan, New Delhi, 
illustrated Rs. 200 


PL \)se Contact. 



GYAN BOOKS PVT. LTD. 

>, Atibdri Rood, New Delhi* 110002 
Phones 3261060, 3282060 
Fax (011) 2511737 Attn GYAN 


1676 


Economic and Political Vfcekty Augu*tT4,]992 




‘Boys Will Be Boys’ 

Gender and National Agency in Frantz Fanon and LTTE 

Vadri Ismail 

While there are important differences between Frantz Fanon’s accounts of national liberation and the LTTE’s 
representation of the Tamil struggle, there is a strong basis for comparing the two: both hold that the nationalist 
project can only be fulfilled through revolutionary violence and both forge a nationalist subject/agent that is 
singularly male. 


If.. .[women arc critical of patriarchal 
practices and attitudes) a gendered tension 
will develop within the national community. 
This could produce a radically new definition 
of 'the nation’. 

—Cynthia Enloe 

IN the beginning they were called 'the boys'. 
Mostly by upper class and upper caste 
Thmils, in all parts of north-eastern Sri 
Lanka. Ourboys, the Liberation Tigers of 
Thmil Eelam; our children, our protectors. 
An affectionate, but paternalistic term; an 
uncannily accurate one. From the beginning, 
the Tigers were male in constitution and 
gendered in ideology. In time they came to 
symbolise Thmil resistance, these boys coolly 
brandishing their AK-47s. And they came to 
■ dominate the resistance, too, having greater 
popular support and superior organisation, 
but crucially by murdering many c i their 
opponents. A full-length study of the rise 
of the LTTE, and its brand of ‘funda¬ 
mentalist’ Ihmil nationalism, has yet to be 
written; such a work would need to compare 
it to similar nationalisms currently rampant 
in post-colonial South Asia; it would also 
have to be situated within the logic of 
transnational capitalism, of uneven 
development or, to use Gayatri Spivak’s 
more apt phrase, uneven decolonisation. 

This article, however, has a limited 
objective: in it, a relationship is posited 
between gender, (revolutionary/militaristic) 
violence and nationalism in the LTTE by 
way of a reading of Frantz Fanon. Why 
Fanon? Because to this day a better 
understanding of third world nationalism, 
of its necessity and its dangers, does not 
exist; not in the work, in other respects 
important, of the more classically Marxist 
Amilcar Cabral and Che Guevara, and 
certainly not in texts like Benedict 
Anderson’s currently cool Imagined 
Communities , which discuss third world 
nationalisms without once mentioning 
colonialism (or the work of Fanon). 1 To say 
this is not to dismiss Fanon as a mere 
nationalist, or to deny the enabling aspects 
of his work; he was a deeply committed 
internationalist, a Martinican fighting in 
Algeria; he warned of the pitfalls of excessive 
nationalism; and he was a (dissident) 
Marxist, aware among other things of how 
metropolitan capital could destroy 
nationalist/socialist experiments . in the 
periphery. Nevertheless, he speaks most 
effectively, most eloquently, when 


articulating the case for (anti-colonial) 
nationalism. Therefore, while it is not my 
intention to erase or even downplay 
important differences between his account 
of national liberation and the LTTE's 
representation of the Thmil struggle; a strong 
basis exists for comparing the two—in their 
narratives of nationalism; both hold that the 
nationalist project can only be fulfilled 
through (revolutionary) violence; and both 
forge a nationalist subject/agent that is 
singularly male. Consequently, the 
possibilities for women, for feminist projects 
within a nationalism thus constructed are 
tiny. Which is why a gendered critique of 
Fanon is imperative today; he cannot be 
‘excused’, only understood in the context of 
his patriarchal times, because his work is 
very much a live influence—not just in the 
peaceful groves of (post-colonial western) 
academe, but also in some killing fields of 
the third world. And not in the sense that 
his texts provide some straightforward 
blueprint for revolt, but because they 
influence and illuminate the ideologies 
behind the revolts. 

Fanon's most mature and powerful 
arguments for (anti-colonial) nationalism 
are made, of course, in The Wretched of the 
Earth. What he says of those who fought 
colonialism is true of post-colonial 
nationalists, too. As Fanon petitions, the 
victims of ‘national oppression’ suffer 
physically, materially and psychologically. 
Denied ‘bread and the land’, as well as their 
humanity, nationalists revolt in order to 
reclaim and proclaim it, as well as to regain 
control over their lives and livelihood. But 
‘bread and the land', meaning that the 
nationalist project is at the same time 
concerned with the (colonised) people’s 
control over their material resources, is of 
secondary importance to Fanon; for whom 
nationalism is primarily about the colonised 
native’s imperative to assert a national 
identity when faced with the epistemic 
violence wreaked by colonialism which, 
among other things, denies the colonised 
such an identity. 

But the identity being asserted, or more 
exactly the colonised subject/agent Fanon 
constructs, is gendered: both in his earlier 
work, The Algerian Famdy, where the 
nationalist subject is shown to emerge only 
when the native son (boy!) rebels successfully 
against his father, 2 and in Wretched, where 
it is even clearer that national agency is an 
exclusively male prerogative: 


. every time western values are mentioned 
t hey produce in the native a sort of stiffening 
or muscular lock-jaw... [l]t so happens that 
when the native hears a speech about western 
culture he pulls out a knife—or at least he 
makes sure it is within reach. 1 
The native here is male, and the native 
with agency is violent. Arguing that since 
colonialism establishes itself by force, it can 
only be defeated by the same means, Fanon 
does not allow for any other form of 
resistance, or another way of asserting a 
national identity, ’frtie unavoidable necessity 
for force is not a self-evident thesis; 
‘Gandhian resistance’, let us not forget, was 
an instance of successful ’non-violent’ 
decolonisation.) This is apparent throughout - 
the chapter, ‘Concerning Violence; where the 
national subject/agent is constructed: 

The look that the native turns on the settlers' 
town.. expresses his dreams of posses¬ 
sion-all manner of possession: to sit at the 
settler's table to sleep in the settler’s bed, with 
his wife if possible (WE, 30). 

The immobility to which the native is 
condemned can only be called into question 
if the native decides to put an end to the 
history of colonisation.. .and to bring into 
existence the history of the nation—the 
history of decolonisation... This is why the 
dreams of the native are always of muscular 
prowess; his dreams are of action and of 
aggression ( WE, 40). 

At the level of individuals, violence is a 
cleansing force. It frees the native from his 
inferiority complex and from his despair and 
inaction; it makes him fearless and restores 
his self-respect (WE, 74). 

These passages are so obviously gendered 
they require almost no comment; replace be 
with she, his with her, in the above sentences 
and they sound ridiculous; they cannot be, I 
will fuck you, they say; a promise unlikely 
to come from the colonised woman to the 
coloniser (or his wife). Thus, for Fanon, 
decolonisation is quite literally “the 
replacing of a certain ‘species’ of men by 
another ‘species’ of men” (WE, 27). Woman 
is denied voice throughout this narrative. 
Even the psychiatric cases fanon talks about 
in Wretched, as Robin Morgan has noted, 
are predominantly male. 4 Of the 14 he 
discusses, only three are women (one of 
whom is French). The two native women 
that Fanon examines have mental disorders 
caused by menstruation and childbirth—not 
colonialism, the producer of the disorders 
in native men. Indeed, reading The Wretched 
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of the Earth, it is difficult not to get the 
impression that colonialism made victims of 
men only. 

When the native hears a speech about 
western culture he pulls out a knife. In that 
single sentence, where he asserts—as he does 
throughout ‘Concerning Violence^-that the 
(gendered) nationalist project can only 
realise itself violently. Fanon links 
nationalism, patriarchy and (revolutionary) 
violence. Cut ntjw to an anecdote about 
LTTE supremo Velupillai Prabakaran, told 
by a dissident Tiger who sensed, as early as 
1983, a militaristic streak developing in the 
group. One way to begin attempting a 
change, she thought, was by getting 
Prabakaran, who loved his inacho image, to 
pose for a photograph reading a book, any 
book. She pleaded with the man for six 
months. Finally, he relented. When the 
photographer arrived, one of Prabakaran’s 
hands did hold a book The other clutched 
a kalashnikov. The point here is not that 
violence is masculine and the arts or culture, 
feminine: but that Prabakaran associated 
words (to him the opposite of deeds) with 
weakness: 

My natural inclination makes me lay less 
emphasis on words In serious politics, it 
won't do to concentrate on talking: you must 
grow through action and then talk Words 
must be matched and indeed preceded by 
content 

Action, here, equals violence; books, words, 
theory (lacking content') are of little 
importance to the Tamil nationalist rebel, 
who can only become himself with gun. 

Prabakaran once told Newsweek he 
watched and was inspired by Clint Eastwood 
movies. There, too, only males have agency: 
there, justice equals a life for a life; nothing 
changes at the end of the films, no social 
transformation is effected In the course of 
The Hindu interview, Prabakaran spoke of 
revenge, of his desire to counter-attack the 
Sinhalese: “If such innocent (Ikmil) lives 
could be destroyed (by the Sinhalese in state- 
sponsored ‘riots’),why could we not strike 
back?” 5 The strike-back, the counter¬ 
attack, the fight; only thus can the native, 
armed now not with knife but automatic 
rifle, cleanse himself and be free. It is in a 
sense crass to compare Frantz Fanon and 
Velupillai Prabakaran; one was a committed 
humanist, the other at best a committed 
fascist. But what they have in common is 
striking (which makes Fanon a very 
problematic figure in these post-colonial 
times): for both, the native with agency is 
male and violent. If the flaw is tragic in the 
case of Fanon, then it almost becomes farce 
with Prabakaran, who made every signi¬ 
ficant LTTE decision: 

I was brought up in an environment of strict 
discipline from childhood. I was not per-, 
nutted to mingle freely with outsiders. I used 
. to feel shy of girls. Great store was laid by 
personal rectitude and discipline My father 
set an example through his own personal 
conduct. He would not even chew betel 
leaves. I modelled my conduct on hts. 


Prabakaran’s father did not chew even betel 
leaves, so neither would the LTTE, who were 
also prohibited by the leader from smoking 
and drinking. Prabakaran felt shy with 
women; so the boys were banned from 
having girl friends. (Until, that is, he himself 
‘fell in love', married and fathered children.) 
And for all one hears of her, Prabakaran 
may never have had a mother. Only the 
father, the male, is allowed voice in this 
narrative. In fact, LTTE propaganda hardly 
pays even lip-service to the women's 
question. 

Despite all this, as he lost many (male) 
cadre in the course of battles, Prabakaran 
allowed women into LTTE ranks, Rajant 
Thiranagama had this to say about the 
‘Birds of Freedom’, as they were called: 
One cannot but be inspired when one sees 
the women of the LTTE, two by two, in the 
night, with their AK’s slung over their 
shoulder, patrolling the entrances to Jaffna 
One could see the nationalist fervour and the 
romantic vision of women in arms defending 
the nation This becomes a great draw for 
other women. . Our social set-up, its 
restrictions on creative expressions for 
women and the evils of the dowry system arc 
some of the social factors that led to their 
initial recruitment. Moreover, the political 
climate created by the struggle in the past 
decade, and ihe increasing loss of men to 
state terrorism and the world at large as 
refugees and emigrants, are some of [he 
contributing factors necessitating women's 
recruitment* 

The women may have been romanticised in 
propaganda, but their military duties were 
limited to keeping guard; Prabakaran 
continued to entrust the ‘responsible’ jobs, 
the serious business of fighting, to the boys. 
(In so doing, of course, the LTTE was not 
inventing gender discrimination, but 
reproducing prevailing patriarchal social 
structures in Tkmil society.) 

In the middle of 1991, a BBC television 
crew was granted rare access to LTTE 
training camps for men and women. 
Speaking on behalf of the Tkmil women 
cadre was Adele Balasingham (the Austra¬ 
lian-born wife of chief Tiger spokesperson, 
Anton Balasingham). She claimed that the 
LTTE did not treat women cadre any 
different from the men: “women are 
involved in all aspects of the movement. In 
the military section, they participate in all 
military operations, side-by-side with male 
cadres!’ In the programme itself, both men 
and women were shown taking notes as 
Anton Balasingham lectured new recruits on 
the history of the Tamil struggle; however, 
it was a much smaller, exclusively male 
group, who got the military lesson (on 
planning an ambush). A mock attack 
against a Sri Lankan/Sinhala army post was 
also staged by the LTTE for the cameras; 
those shown fighting—need I say it—were 
men alone. Later in the programme; the crew 
visited a Tiger jungle hideout: the men there 
were busy dodging enemy (helicopter) fire, 
preparing an ambush, going on patrol; only 
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towards the end of this sequence did some 
women cadre appear—carrying sacks of 
provisions over their shoulders. 

Thus women are admitted only as 
adjuncts to the actual fighters, men, in this 
narrative. Fanon, too, envisaged a similar 
role for female cadre in resistance 
movements: 

Until 195$, the combat (in Algeria] was 
waged exclusively by Ihe men. The 
revolutionary characteristics of this combat, 
the necessity for absolute secrecy, obliged the 
militant to keep his woman in absolute 
secrecy... The decision to involve women as 
active elements of the Algerian Revolution 
was not reached lightly But involving ihe 
women was not solely a response to the desire 
to mobilise the entire nation. The women’s 
entry into the war had to be harmonised with 
respect for the revolutionary nature of the 
war. In other words, the women had to show 
as much spirit of sacrifice as the men 
(DC, 49). 

In other words, until the loss of enough male 
cadre made it absolutely necessary to use 
woman, she was assumed (by (he male 
leadership, of course) to be incapable of 
secrecy, commitment, courage and other 
‘manly’ virtues; and therefore was not 
mobilised. Even when she was, however, she 
was kept out of combat—limited in that 
respect (o hiding weapons inside her clothes. 
Fanon ends his comments on the role of the 
fighting woman by virtually dismissing 
female cadre as the male figher's ‘woman- 
arsenal’ (DC, 58). 7 

If a Frantz Fanon, or a Che Guevara, 
holds (or held) that women must be adjuncts 
to men in the struggle, why should not a 
Velupillai Prabakaran? So it should not 
surprise that, when asked by Thiranagama, 
women in the LTTE “confessed to much 
confusion within the movement regarding the 
women's question. But they ultimately ended 
the argument with an expression of faithin 
their leader’s ability to solve all problems" 
(328). Leading her to conclude. 

If in a society like this, the dominant ideology 
under which the struggle is organised is itself 
an even more narrow, revivalistic and 
romantic one, well sprinkled with images of 
male heroes and male valor, and if nationa¬ 
lism is a type of aggressive patriotism, then 
a concept of women's liberation would be 
working against the inner core of such a 
struggle (328). 

That is to say, if women had raised 
women’s issues with the Tkmil nationalist 
movement, they would have met with the 
perennial reply: ‘not now, later’, Why? Fanon 
himself writes, “Sometimes people wonder 
that the native rather than give his wife a 
dress, buys instead a transistor radio” (WE, 
64). In other words, women can wait till after 
the revolution, not for their rights—the man 
will still do the buying, will retain the 
agency—but (even) for the satisfaction of 
material needs. After all this, however, after 
writing woman out of his narrative, Fanon 
explicitly calls for woman's equality: 
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We must... raise the level of the national 
consciousness, and.. .de-tribalise and unite 
the nation. In an under-developed country 
every effort is made to mobilise men and 
women as quickly as possible; it must guard 
against the danger of perpetuating the feudal 
tradition which holds sacred the superiority 
of the masculine element over the feminine. 
3M>men will have exactly the same place as 
men, not in the clauses of the constitution 
but in the life of every day: in the factory, 
at school and in the parliament (WE, 162). 
Who ;we* refers to in this passage is 
unclear—probably, and problematically, the 
male leadership of the struggle; and situating 
patriarchy only in feudalism, unconvincing. 
But at this stage in the narrative, after 
woman has been consistently denied agency, 
that exhortation, though honourable, is 
unpersuasive. For the question is: how can 
women hope for equality after the victory 
if the struggle itself, if the agency identified, 
if the nationalist project, is conceived and 
defined, if not executed, in male terms? Mere 
assertion about women’s tights cannot 
achieve them. To quote Spivak from another 
context, we see in these lines an “anxiety to 
write women into the narrative of history . 
(But] we have to record a failure”, 8 since the 
nationalist subject/agent has already been 
constructed as exclusively male. A.failure, 
one might add, peculiar to just about all 
nationalisms. 9 By which statement I do not 
seek to delcgttimise nationalism; raoier, to 
problematic its gendered construction. In 
many instances, including the Sri Lankan 
Tamil, actually existing nationalism is 
gendered and dangerous; but also, I would 
argue, necessary. Arguably necessary due to 
the actions of the Sinhala state which 
restricted Tamil access to state employment, 
land/irrigation, university admissions, etc, 
quite apart from engineering attacks on 
Thmil life and property. Arguably necessary, 
also, because the Sinhala left often 
acquiesced in anti-Tamil state actions, thus 
discrediting leftist alternatives in Tamil 
eyes. 10 (Though not necessary in the 
virulently communal form Tamil nationa¬ 
lism has taken with the Tigers, who have 
consistenlly repressed, often brutally 
murdered, Sinhala settlers in, and Muslim 
‘natives' of, north-eastern Sri Lanka.) Tamil 
nationalism in Sri l,anka, then, was arguably 
necessary—but not in a communal form and 
not as a male-dominated project. 

For these reasons, because nationalism is 
sometimes necessary and always gendered, 
Cynthia Enloe finds "living as a nationalist 
feminist... [to be] one of the most difficult 
political projects in today’s world" (48). A 
point also made by the Women's Study 
Circle of Jaffna: 

When we became aware of our need to 
struggle as women, it also became inevitable 
and necessary to link our struggle with the 
Thmil national struggle. Some of us have 
been actively involved in the national 
movement through both armed and political 
organisations. Our participation in the 
struggle opened new horizons to us. It also 


placed many obstacles on the path of our 
struggle as women.” 

Such is the situation of Tamil women in 
Sri Lanka—oppressed not just by the Sinhala 
state and patriarchal Thmil society, but also 
by the LTTE, who have a consistent record 
of not tolerating any dissent (remember, they 
murdered Thiranagama)—that they never 
publicly raised questions concerning women 
as women. The only women’s group that 
agitated openly in north-eastern Sri Lanka 
during the 1980s was the Mothers' Front. 
Drawing its inspiration from the Plaza del 
Mayo mothers, they petitioned the Sri 
Lankan authorities for information about 
their (often ‘disappeared’) sons. As long as 
they organised as mothers, as long as they 
demonstrated against the Sinhala state, they 
were allowed to protest. However, when these 
women showed signs of turning their group 
into a peace movement, as they successfully 
mobilised Thmil women of all classes all over 
north-eastern Sri Lanka, • they were co¬ 
opted and/or silenced by the ^LTTE. As 
Thiranagama put it, “Sadly the Jaffna 
Mothers’ Front’s inarticulate acceptance qf 
women’s sufferings at the hands of.. the 
LTTE, leaves them in a wasteland, only 
to be used'as a tool ” (325). By then, Thmil 
mothers had even been persuaded to feel 
proud to ‘sacrifice’ their children (sons, 
mainly) “for the nation”. For instance, the 
unnamed mother of the first Tiger to kill 
himself in a suicide operation told the BBC: 
“My son's death doesn’t affect me at all!’ 

Thiranagama believed that involvement in 
the nationalist resistance has been somewhat 
empowering for lamil women. The same 
argument was made by Chura Maunaguru, 
(hat having lasted a certain degree of 
autonomy through their involvement over 
the years with the Tigers, Tamil women 
cannot be expected to accept patriarchal 
norms if and when the Tamil ethnic conflict 
is settled (personal communication). But this 
has not been the experience of women in 
other revolutionary situations. So I choose 
to end this piece with another image from 
the BBC programme: the funeral rites of 
three women cadre who ‘fell in action’. It was 
a moving moment, tragic not just because 
death is always sad. After the (evolutionaly 
speech-making, gun-salute and military 
band, the women were buried. In graves dug 
by the boys 
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Privatisation of Common Property Resources 

Lessons from Rural Karnataka 

G K Karanth 

This paper examines the experience of privatising the common property resources (CPRs) over a period of 
50-100 years in one village. The two main questions addressed here are: How does the process of privatisation 
of CPRs take place? Who benefits from such a process? 

The study of a single village provides the opportunity to understand the dynamics involved over a period of 
time. The village under study here is Rajapura in Magadi ‘taluk ’ of Bangalore (rural) district in Karnataka. 


THE recent academic and administrative 
. interest in the preservation, development and 
use of CPRs has come about largely due to 
the increasing environmental concern ( PRs 
may be broadly and residually treated as that 
which is not ‘private’ property Jodha’y 
definition emphasises the opposition bet 
ween private and common property when he 
, considers common property as those 10 
which no individual has exclusive rights of 
property on certain resources (Jodha 
. 1986:1169]. Resources could be owned either 
privately or commonly (to be precise, com¬ 
munally) by a community such as a village 
‘panchayat’ or a local community, on the 
one hand, and by the state, on the other I he 
common property resources are those 
resources accessible to the whole community 
of a village and to which no individual has 
exclusive property rights (Jodha 1986 and 
1990], Examples of CPRs in Indian village 
context are the village pastures, community 
forests, wastelands, common threshing 
grounds, waste dumping places, watershed 
drainages, village ponds, tanks, river beds, 
rivers and rivulets, etc. 

A fundamental principle of CPRs is that 
they form 'non-exclusive', and individually 
inalienable resources, for the use of which 
the people of a community have equal rights. 
As a concept CPRs require a minimum 
understanding of the notion ot property and 
further a distinction between public' and 
‘private’ property/goods The Oxford 
English Dictionary lists as meaning of ‘pro 
perty’ the “condition of being owned or 
belonging to some person or peisons; hence 
the fact of owning something”; “that which 
one owns”. When we speak of private pro¬ 
perty or goods it implies that non-owners 
are excluded from using them. Public or 
common property are therclore non-exclu¬ 
sive and indivisible Non- exclusiveness as a 
character of a property imply a free and 
equal access to all the people of a specified 
■community, while indivisibility imply that 
the benefits are for collective consumption 
of a community [Chopra et al, 1990]. 

The notion of property in land is said to 
have evolved through several stages. In the 
most initial stages it is held by the communi¬ 
ty, such as a tribe or clan, and is regarded 
as the common properly of the whole body 
of people Borne out of the social organisa¬ 
tion of production, such as periodic redistri¬ 
bution of land for us cultivation and use, 
there were no claims for ‘private’ possession 
as property. In due course redistribution is 
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abandoned since there would be a desire on 
the part of each allottee to retain the holding 
which he or she has improved over a period 
of time. Yet the families at this stage do not 
claim ‘private’ ownership, for an individual 
cannot sell or will away the land. This is a 
stage when the property rests with the family 
as a unit. But gradually the desire to profit 
by one's own skill and labour begins to in¬ 
dividualise the property, thus giving rise to 
the notion of private property. Thus the final 
stage in property is the emergence of private 
property wherein individuals are the lowest 
unit owning property [Baden-Powell 
1974 108-12], 

While individualising the property as a 
process goes on, that which remains outside 
the process or those which are specifically 
kept aside as beyond private remains the 
common property resources. Thus, for in¬ 
stance, although certain CPRs are in prin¬ 
ciple owned by the slate, such property in 
effect becomes a CPR for the local commu¬ 
nity if it traditionally enjoyed the access 
[Nadkarm 1990:31]. Futhermore, although 
it is the same government which is its legal 
owner the right to use a given CPR may ex¬ 
clude other communities For example, the 
village pasture which is meant to benefit the 
users in a given village community while the 
people and cattle of another village may be 
excluded from using it. Conventions may, 
however, permit the use by the latter under 
certain conditions, as for instance, material 
contribution to the host village’s corporate 
affairs, such as sacrificial animals during a 
village festival [see Karanth 1991]. 

With the development of the modern 
state, its administrative machinery and a 
legal system there are now much clearer no¬ 
tions of rights to property either private or 
common, and to permit enjoyment of rights 
or prevent infringement of rights by ‘others’. 
Both during the past and in contemporary 
societies people have evolved institutions to 
operationalise the private and property 
rights Some such institutions are the pan- 
chayats. the local community, the legal and 
administrative units of the state, etc Con¬ 
ventions too have come to play an impor¬ 
tant role in regard to use of resources 
whether private or public especially when 
there is an absence of clearly stated legal 
framework. Conventions may often go con¬ 
tradictory to the legal framework pertaining 
to the use of common property resources, 
e g, drawing river water for agricultural pur¬ 
poses while the same is meant for urban 


drinking water schemes; enclosures of forests 
by the state thereby depriving the access to 
people in tjie region. 

There is now a growing awareness of the 
importance of CPRs, for their contributions 
to the community and to the environment. 
Jodha [1990:3] lists some the direct and in¬ 
direct contributions they make, in terms of 
physical products, income and employment 
gains, and the larger social and ecological 
gains. 

The present essay concerns common pro¬ 
perty in land. They comprise of (a) those 
officially-classified private lands but allowing 
partial common access; (b) cultivable wastes 
and fallows pther than wastes; (c) common 
pastures and grazing land; and (d) protected 
and unclassed lands [Chopra et al, 
1990:30-31 ]. There is, however, no agreement 
whether or not to treat government reserved 
forests as CPRs, although such forests are 
being used by local people for grazing cattle 
and foraging, legally they constitute a ‘pro¬ 
tected’ properly for the public good and not 
exclusively for the benefit of the local people 
Nevertheless some such protected forests in 
practice become a CPR for the local people 
by default, as we shall see This is more as 
a result of inefficient management of the 
forest by the agency concerned in the present 
case the forest department. 

Depletion of CPRs in Land 

It is not easy to estimate the extent of 
CPRs in land at different points of time in 
the past. The extent of CPRs depends upon 
several factors including the changing classi¬ 
fication of lands from time to time. How¬ 
ever, according to one estimate CPR in land 
presently is about 21.3$ per cent of the total 
geographical area [Chopra, et al, 1990:31]. 
Most scholars have noted with regret the 
depletion of CPRs in land in the region of 
their studies [e g, Iyengar 1988; Blackie et 
al. 1985; Brara 1987; Chopra et al. 1990; 
Jodha 198$; and Nadkarni 1990], Depletion 
of CPRs is both in terms of area and their 
productivity. Tragically„ enough, in the 
absence of concerted programmes to pre¬ 
serve and develop the CPRs, their depletion 
becomes a process in vicious circle Their 
neglect leads to depletion and depletion 
leads to further neglect and so on. 

Some scholarly accounts of the causes of 
decline in the extent of CPRs attribute it to 
the implementation of land reforms since 
1932-53, on the one hand, and increasing 
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population and consequent pressure on land 
in the country side, on the other (e g. see 
Jodha 1986]. However, depletion of CPR is 
a much more deep-rooted historical pheno¬ 
mena and warrants a better understanding 
by the economic historians. Going as far 
back as the time of land tenurial settlement 
by the British one finds evidence of this pro¬ 
cess. There was an administrative zeal and 
economic need characteristic of colonial rule 
to bring more land under cultivation. Much 
prior to that the native rulers too had in¬ 
itiated such a process to meet the cost of 
waging wars against each other or their com¬ 
mon colonial enemy. For instance in some 
parts of Karnataka (formerly Mysore) state 
the native rulers had been gifting hitherto 
virgin land as gifts (’mam*) as well as alienate 
rights to land for a specified period (e g, 
•panch’ ‘sal' ‘gutta’ and ‘Khayam gutta’). The 
political instability and consequent econo¬ 
mic instability owing to the wars in the 
region during the reign of Tipu Sultan had, 
thus, necessitated the ruler to bring more 
land under cultivation [see, Gopal 1971], 
During the 1870s the land survey and 
settlement by the British administration 
streamlined land rights and revenue system. 
Such lands that were not in enjoyment by 
individuals were classified as government 
wastelands (‘kharabu’) or village pasture 
lands. With the introduction of coin and 
paper money, this was the time that land was 
making its entry into the market in a m ,.ch 
more rigorous way than ever before. Since 
there was a relatively favourable land:man 
ratio, the government from time to time was 
auctioning or granting land fdarkhast') to 
those willing to pay the fixed price In¬ 
variably such dark hast settlement meant 
converting the hitherto conventionally CPRs 
into private property resources. Depletion of 
CPRs thus had a much earlier history than 
being a post-land reforms phenomena. 

. Privatisation of CPRs: Evidence 
FROM RAJAPURA 

Village Rajapura 1 lends itself to be an 
ideal field situation to describe the process 
of privatisation of CPRs. Rajapura lies at 
about 60 km west of Bangalore, the capital 
city of Karnataka. It is in Magadi taluk of 
Bangalore (rural) district. 2 (sec Ihble 1, for 
population, households, landholding in Ra¬ 
japura during 1987). On the southern border 
of the village, it is adjoined by Sidda Bctta, 
a state forest with an extant of 4,440 acres. 

A person near the Sidda Betta forest is 
shown a place which the local people claim 
to have been the original settlement site of 
the people of Rajapura about ISO years ago. 
The site, referred to as Sathe Katte, has am¬ 
ple evidence of an earlier inhabitation, such 
as field boundary marks, and house foun¬ 
dations and a shrine in ruins. It is said that 
people migrated to Sathe Katie from a near¬ 
by village beyond the southern border of the 
forest. Although the exact reasons for their 
migration is not known, it is possible to in¬ 
fer that it was due to a land grant made to 
one of the groups to migrate. This land grant 


known as ‘rakta kodige’ 3 is in the 
neighbourhood of Sathe Katte and is 
presently part of Rajapura, while Sathe 
Katte is part of the state forest. 

One of the neglected aspects of village 
studies in India is tracing the origin and 
historical development of the village, parti¬ 
cularly those of recent origin. Awareness of 
such a history helps one in a better under¬ 
standing of the regional variation in agrarian 
and social structure, and in particular the 
history of land use patterns. A cursory 
perusal of the successive Census reports in 
India reveals that almost every district in 
each state contains villages that were earlier 
uninhabited or have now become one In 
Madabal ‘hobli’ of Magadi taluk, of which 
Rajapura is one village, there are many such 
instances of depopulation of inhabited 
villages or transformation of uninhabited 
villages into inhabited ones, it is possible 
that such changes were due to changes in 
land tenure, particularly ‘inam’ tenure, or 
due to frequent famines, droughts, epide¬ 
mics, or due to threat to lives and property 
resulting from political instability. 

Rothermond [1977) in an analysis based 
on the reports of the district officers during 
the British rule finds evidence^ of desertion 
or appearance of new villages in different 
pans of the country. The district officers had 
noted that what is now ‘waste land’ had been 
cultivated in the past and remnants of 
buildings and tanks etc, had existed in such 
areas. In Karnataka, particularly in the old 
Mysore region it is possible to find parallels 
of this kind. There are evidences of deser¬ 
tion of villages by cultivators owing to the 
hardship they faced in the hands of the king 
Tipu Sultan’s representatives and the 
political instability during his wars with the 
British. 4 When the sultan raised the tax 
payable by the farmers in 1786 mainly to 
meet the expenses of war of 1780-84, the 
cultivators fled the villages. In turn the 
sultan had to introduce several measures to 
attract the cultivators to return to the villages 
and to bring more land under cultivation 
[Gopal: 1971). 

The region surrounding Rajapura too had 
witnessed many petty and major wars by the 


rulers against British. Notable among then :% 
is the one fought by Tipu against the British 
at Savandurg during 1780-84, barely three 
kilometres as the crow (lies north east from 
Rajapura. Buchanan [1807] notes that the . 
area surrounding Savandurg to have been 
under thick forest, following the desertion i 
of people after the fall of Savandurg to 
British forces. Tbday Savandurg is a state 
forest with an extent of 6,816 acres. Villagers 
now point out to areas between Savandurg 
and Rajapura that had been formerly villa¬ 
ges or hamlets now uninhabited. Some such 
places have found their way into the list of 
revenue villages or Census reports, while 
most others have not. Some such places like 
Sathe Ka(te are part of one or (he other 
villages or forests around, the settled peo¬ 
ple having moved elsewhere 

Evidence from Buchanan's report as well 
as from the works of Gopal, and Mukherjee 
[1962] suggests that there had been some 
demographic and human geographic changes 
in the region between Savandurg and Sidda 
Betta. It is, therefore, possible to infer that 
the original inhabitants of Sathe Katte mov¬ 
ed into the present site of Rajapura as a 
result of the then political unsettlement as 
well as the land grant made to a family. 
Moreover, it is said that the people of Sathe 
Katte constantly faced a threat to lives and 
property by the ‘pindaris’, ‘kandars’, and 
‘panjukallas’, all noted bands of thieves and 
robbers in the region in the past (Hetne 
1978]. 

It is difficult to determine the exact date 
of origin of Rajapura settlement, although 
it may be estimated to be about 40-50 years 
prior to the first ever Census in 1871. The 
1871 Census makes no mention of Sathe 
Katte, while Rajapura is listed as a village 
with 236 persons as its population. The First 
Survey and Settlement Report mentions the 
population in 1879 to be 104 persons. The 
genealogies of the people living now in the 
village and an analysis of land records sug¬ 
gest that the original group of people who 
settled in the village consisted of about six 
to seven households who had migrated from 
a few villages within a radius of about 10 
kilometres from Rajapura. Members of these 


Table I: Rajapura Castes, Households. Population and Lanoownership, 1987 


Caste Population 

No of 
Households 

Extent of 
Land 
Owned 

Average 
Land Per 
Household 

Per Cent 
Land Held 

Landless 

HHs 

Lingayat 

14 

2 

_ 

— 

— 

2 

Okkaliga 

72! 

119 

730.12 

6.14 

82.6 

14 

Maratha 

20 

3 

13.25 

4.42 

1.5 

— 

Achari (smith) 

20 

3 

10.10 

3.37 

1.1 

2 

Kumabara (potters) 

12 

2 

2.00 

1.00 

0.2 

— 

Korama (basketmakers) 

17 

4 

7.25 

1.81 

0.8 

— 

Madivala (washermen) 

13 

3 

2.00 

0.67 

0.2 

2 

Odda 

29 

7 

12.00 

1.71 

1.4 

2 

Lambani 

68 

17 

24.76 

1.46 

2.8 

6 

Holey* 

62 

IS 

53.23 

3.54 

6.0 

2 

Madiga 

94 

2) 

29.13 

1.38 

3.3 

11 

Total 1070 

196 

883.84 

4.51 

100.0 

41 


Note : Extent of land includes landowncd in Ramapalya and elsewhere 
Sourer. Karanth (nd). 


Economic and Political Weekly August 1-8, 1992 


1681 



households were all kinsmen or agnates, and 
of Okkaliga caste: Having migrated to Sathe 
Katte and later to Rajapura, they invited 
others to j<?in in developing the virgin land 
and settle down as cultivators. Likewise, 
members of artisan and service castes were 
also invited. It is said that the first houses 
were all built by ‘clearing the jungle* and 
‘sweeping the dry leaves’ (see Thble 2). 

Ill due course the village attracted a good 
many more immigrants for at least two 
reasons. First, the government began to 
grant or auction the hitherto uncultivated 
lands in Rajapura. Although a bulk of such 
lands were being bought by non-residents 
(see Dtble 3), it attracted a score of aspirant 
tenants from elsewhere. Secondly, now that 
Rajapura had a population, landowner of 
an inam village adjacent to it began to show 
interest in cultivating the land. Hitherto he 
had left the land fallow, which according to 
my informants was referred to as a forest, 
since access to it was difficult. Living as he 
did in Magadi town he had to pass through 
the ‘wilds’ and forests of Rajapura. His inam 
land too was thus under a forest. His descen¬ 
dants claimed that the ancestor had been 
gifted the land by the then maharaja of 
Mysore, while as per the revenue records it 
was a ‘Khayam gutta inam' village 3 In any 
case with the emergence of Rajapura set¬ 
tlement, the inam village Ramapalya also 
began to be cultivated, largely with the 
tenants and share-croppers from Rajapura 
and to a lesser extent from other surroun- 
.ding villages. 

The terrain in Rajapura is such that much 
of the land, even of those privately held, is 
unsuitable for cultivation. The land is rocky 
and not free from boulders and hillocks. As 
• result, most privately held land also served 
as pastures for the cattle belonging to the 
Owners, in addition to serving as manure 
pits, threshing floor, etc To that extent, 
pressure on common grazing land was less. 

Although it is not known as to what was 
the extant of land under cultivation when 
the First Survey and Settlement of land was 
carried out in Rajapura, it was much lower 
than 517.25 acres during the mid-!920s. By 
the mid-!920s, a considerable extant of land 
had been made over to the applicants under 
darkhast grant, while a large portion of 
pasture was given as ‘free grants' to the 
members qf lambani (STs), and holeya and 
madiga (SCs) castes. By the mid-l920s, the 
village's land of 965 acres had been classified 
as in Thble 4. 

Not only had many parts of the cultivable 
waste had been granted to applicants, there 
had also been granting of common property 
resources like the pastures to individuals. 
The process of privatisation took place by 
the use of networks of caste and kinship 
relations, on the one hand, and of patron- 
client relations on the other. I shall refer to 
the case of privatising the pasture for a brief 
account of this. 

There were three large parcels of common 
grazing land in the village one of which had 
an extant of about 108 acres. This plot was 
closest to the village site, and thcrefoie had 


several advantages to it. Referred to as toora 
maggula jameen’ (land adjacent' to the 
village), it is considered as a prime property 
in the villages. During 1925-27 this land was 
being handed over to applicants under the 
darkasht scheme, or through auctions. 
However, there had been no auction, although 
on paper it was stated to be land granted in 
an auction. The hereditary headman (‘patel’) 
and the village accountant (‘shanubhog’) 
specifically asked a few of their respective 
relatives to apply for the land and after pay¬ 
ing the specified amount, to take possession. 
The shanubhog had a tenant cultivator in 
Rajapura, who was advanced a loan by the 
former to enable him to buy the land. 

Around this time an employee in the 
revenue office in Magadi, a maratha by 
caste, had been showing interest in buying 
land in the village: Three of his brothers had 
been applicants for land elsewhere in the 
village, while the elder brother had applied 
for a plot of 30 acres in the pasture under 
reference. Being an employee in the revenue 
office he had all the relevant information as 
also the goodwill of his superior officials. 
He was, therefore, confident of getting the 
land allotted. Consequently he had not kept 
the village accountant and the headman in 
his good books in this regard. 

The villagers, on their part, were resentful 
of the maratha brothers buying the land just 
as they were resentful of outsiders buying 
the land. But at the same time, it was not 
easy for them to raise money enough to buy 
the land themselves. They threatened the 
maratha landowner that if he did not meet 
some of their conditions, the villagers would 
register their objections to the land grant to 
be made to him. The condition was that the 
brothers should gift a portion of the land 
to be bought by them to the local temple. 
Being an official, the maratha applicant 
knew the implications of a protest by local 
farmers. He undertook to gift 10 acres of 
the land he and his brothers would buy. 
Tbgether they bought one plot of ten acres 
in the pasture under reference and registered 
it as a gift to the temple. 

There were 15 allottees of land in the 
pasture. Nearly half of them were outsiders. 
Among the buyers from Rajapura, all but 
one were okkaligas. The okkaliga tenant 
of the shanubhog bought a plot of land, 
measuring about nine acres. This plot had 
several advantages: rich in irrigation poten¬ 
tials, several fruit bearing trees, and closest 
to the then village site. Adjoining this plot 
was one of the village garden, measuring 
about 0.60 acres, with several more fruit- 
bearing trees. Since the 1940s, this CPR has 
been practically under his private control 
and use. 

One of the allottees (whom we shall call 
Ganga) in this plot of pasture had subse¬ 
quently failed to pay the annual land tax, 
and the land was taken over by the govern¬ 
ment. Since none had applied for the land 
thus taken over, it had been ‘encroached’ by 
the tenant of the village account. After a few 
years, following a dispute between this 
tenant and another dominant factionin the 


village, another okkaHgd wastmeouragod 
apply for the land encroached by the tenant 
To counter this move, the rival faction helped 
the former allottee to settle the dues with the 
government and reclaim his ownership. 
Meanwhile, the tenant too had filed an ap¬ 
plication for the same plot of land, and was 
successful in getting it in his name There 
had been a long drawn legal suit, but the 
village leadership finally induced Ganga to 
withdraw his case and concede the land to 
the tenant. The legal battle had been over 
disputed 0.20 acres which was in excess of 
the land originally allotted to him. Such a 
discrepancy arises largely because of the dif¬ 
ferences in measuring the lapd by different 
land surveyors. 

While pasture was thus being privatised, 
i e, through ‘auction’ or conferring owner¬ 
ship rights on application and payment of 
land price by 'applicants’, pasture land 
elsewhere in the village was also being 
granted free of cost to the 'weaker sections' 
comprising of landless and members of 
‘depressed castes’. At this stage 1 should 
hasten to add a note about the difference in 
the quality of CPRs being privatised. Those 
which were granted, though on payment of 
a price, but mainly to upper castes and 
economically better-off sections were the 
lands which were far more superior in quali¬ 
ty than those being given as free grants to 
the weaker sections. Not only were the latter 
land inundated with boulders, hillocks and 
drains, they were not readily available for 
cultivation. 

An extent of 92 acres out of 125 acres' of 
pasture was thus being privatised through 
'free grants to about 23 persons, each receiv¬ 
ing four acres. The remaining land in this 
pasture was being conferred to applicants 
under darkhast settlement. The recipients of 
free grants consisted of four lambanis, two 
oddas (STS), nine holeyas and seven madigas 


Table 2: Growth of Population in Rajapura 


Year 

Houses'/ 

House¬ 

hold 

Popu¬ 

lation 

Average 

Per 

House/ 

House¬ 

hold 

1871 

46 

236 

5.1 

1879* 

31 

104 

3.3 

1941 

NA 

487 

NA 

1951 

112 

657 

5.9 

1961 

165 

901 

5.5 

1971 

143 

796 

5.6 

1978-79** 

183 

995 

5.4 

1981 

187 

1078 

5.8 

1987*** 

196 

1070 

5.5 


Note a ‘Houses’ from 1871 to 1951 refer to 
households, whereas the Survey and 
Settlement Report defines every “door’ 
in the village as a ‘house*, which may 
be misleading. 

Sources: Census 1871, 1941, 1951, 1961, 1971 
and 1981. 

* Survey and Settlement Report for 
Magadi lUuk, 1879. 

*• Karanth (1981). 

Karanth (nd). 
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($Ci), NcufyaB of thembad beat bowled 
labourers of vkkahga landowners. Rsr along 
lime, nearly five to 10 yean, almost all such 
land remained uncultivated. Having been 
too poor or bonded labourers, most of them 
were unable to improve the land and culti¬ 
vated. A few of them borrowed money from 
the government—under the land improve¬ 
ment loan tcheme (“takkavi'), but did noth¬ 
ing. Soon, I e, by mid-1930i some of them 
lost their rights to land since they had not 
paid the land revenue: A majority of them 
had by then sold their land, contrary to the 
terms and conditions of land grant, to 
moneyiending landowners within the village 
or to the merchants in Magadi town. Such 
of those transactions that were brought to 
the notice of the officials were annulled and 
the land was taken over by the government. 
However, many of them were able to circum¬ 
vent the law by giving the guise of condi¬ 
tional sale to what had been an outright sale 
deed. Under the transaction of conditional 
sale (locally known as ‘nambike krays’, i e, 
sale on mutual trust) the person selling the 
land would sign a document stating that he 
pledges the property against a loan, to be 
repaid within a specified period. Failure to 
repay the loan on time would automatically 
result in the loan/mortgage deed becoming 
a sale deed. Usually the fictitious repayment 
period was 10 years since that had been the 
minimum period during which time the 
allottee of land under terms of the lanu grant 
could not alienate it. 

Out of the 22 recipients of free grant on 
land only five had retained it while repor¬ 
ting this, although a division in the family 
had reduced the extent of land held by their 
heirs. With the exception of one holeya 
beneficiary, all the others among them had 
pledged their land at one time or the other. 

lb point out to the dynamics of land 
grants made at this time I shall describe two 
cases, one in which the applicant failed to 
get a grant, and the other in which the allot¬ 
tee lost the land in due course: The first case 
is of a madiga (SC) by caste, whom I shall 
call Mara. He was in his mid-40s during the 
time (1920s) when the grants were being 
made Although he was a member of the 
then untouchable caste, the lowest in 
Rajapura’s caste hierarchy, Mara was econo¬ 
mically independent of the dominant ok- 
kaliogas. His economic status stood in a 
total contrast to that of his fellow caste men, 
at a time when most of them (as well as 
many among the hoi eyas, another untoucha¬ 
ble caste but slightly higher in status than 
the madigas) were bonded labourers. Mara 
had this relative economic independence by 
virtue of being a tenant of a brahmin absen¬ 
tee landowner who owned about 20 acres of 
land. This land had been at a low-lying area 
and had the advantage of being a paddy 
field. The Brahmin landowner too had 
defied the vkkaliga dominance by having re¬ 
tained Mara as his tenant while there had 
been many other aspirants for tenancy. It is 
said that Mara had enjoyed the confidence 
of his landowner. He had been economically 
so well off that not only had he been lend¬ 


ing money to several of Us caste men but 
also employed a few bonded labourers to 
work for him. Based on the oral historical 
accounts given to me of Mara's life, I infer 
that he had posed a challenge to the vk¬ 
kaliga dominance in the matters of patro¬ 
nage to the madiga caste members, in other 
words. Mara was providing an alternative 
source of patronage to many of his caste 
men while in all other respects okkaligas 
held a monopoly. Needless to say that this 
threat to a monopoly was strongly resented 
by many, including the headman of his own 
caste: 

During those days the village council used 
to decide upon the needs of the community, 
such as to repair and maintain roads, desilt 
the village tank and wells, paint/whitewash 
the walls of the temples, and so on. These 
works were being carried out by the villagers 
on Mondays and involved participation by 
at least one male member from each house¬ 
hold. If there were any provision for wages 
to be paid for such work, participation was 
more by the lower caste workers. 6 Once 
around the time land was being granted, a 
road was being laid. Mara, being what he 
was, had assumed the role of a leader in 
assigning work for different participants. It 
is said that he was marking the extent to 
which each group had to work, and in so 
doing used his foot to draw a line One group 
of workers consisting of okkaligas and other 
upper castes took offence that an un¬ 
touchable was indicating with his fool the 
work to be carried out by upper caste 
people 7 

The dispute was brought up before the 
village council consisting of elders from dif¬ 
ferent castes, but domin >.ted by the okkali¬ 
gas. Each had a grouse against Mara and the 
incident was used as an opportunity to 
“teach a lesson to the arrogant madiga". He 


was asked to apologise and pqr a fine Mr thfrV ; 
village temple Mara refused to do eitlier, 
claiming that he had been only serving the ;; 
village and it was not his intention to be v 
disrespectful to the upper caries. Ultimately , 
he was excommunicated from the village for:-; 
about two years. A few of his caste men In-”' 
tervened on his behalf to arrive at a com¬ 
promise He had to, of course pay a fine to - 
be re-admitted to the community. However, 
by this time he had been reduced to facing 
a pauper, losing his tenancy rights as well. ", 

Prior to his excommunication he had ap- 
plied for a plot of pasture along with several 
of his caste men. But since he had fallen out 
of grace of the village community he could 
not succeed. When the applications were be¬ 
ing processed the village council raised an 
objection on the grounds that the land ap¬ 
plied for by Mara had been the passage for 
the cattle to go to the pasture elsewhere, and 
cosequent to its grant the passage would be 
blocked. My informant concluded, “by gran¬ 
ting land to Mara cattle (of Rnjapura) would 
never find their way to the 'gomala' But 


Table 4: Landuse Pattern during 
MtD-l920k 

(Acres) 


Cultivated holdings 

317.25 

Tknk 

7.65 

Village gardens (2) 

1.13 

Village site, roads, etc 

12.66 

Manure pit (tippah’) 

0.70 

Pasture (‘gomala’) 

394.82 

Barren lands 

31.84 

Total 

966.05 


Note. The total exceeds 965 acres since the in¬ 
formation has been compiled from the 
Index of Lend in Rajapura, and there 
may have been errors in the entry or in 
my understanding of some of them. 


Table 3- Caste and Landownership Pattern in 1930s 


Caste 




Landownership by 






Residents 


Absentees 


Tbtal 


No 

Area 

Average 

No 

Area 

Average 

No 

Area 




Per House- 

Per House 






hold 



hold 



Brahmin 

_ 

_ 


5 

48.20 

9.60 

5 

48,20 

Lingayat 

1 

4.10 

4.10 

6 

91.14 

15.19 

7 

93.24 

Okkaliga 

28 

286.14 

10.22 

9 

58.97 

6.55 

37 

342.11 

Maratha 

— 

-- 

-- 

3 

84.20 

24.07 

3 

8420 

Vaishya 

— 

— 

— 

3 

17.65 

5.88 

3 

17.65 

Lambani 

1 

400 

400 

-- 

— 

— 

1 

4.00 

Holeya 

9 

40.00 

4.44 

— 

— 

— 

9 

4.00 

Madiga 

14 

51.11 

.3.65 

— 

— 

— 

14 

31.11 

Temples 

3 

34.28 






3428 

Tank, village site 









waste, etc 


184.56 






184.56 

Total* 

53 

385.35 

7.27 

31 

342.51 

10.70 

84 

727.86 

Ramapalya lands 


(Brahmin) 


' 

159.00 

159.00 

1 

139.00 

Grand total 

53 

385.35 

7.27 

32 

501.51 

15.67 

85 

886.86 


Note. * The total includes land owned by individuals living in the village and the land owned 
by them within the village. 

Sourer. Index of Land, a register maintained in the Tkluk Revenue Office pertaining to Ramapalya 
and Rajapura, Magadi Thluk. 
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when the same land was granted to okkaliga 
a decade later the cattle had discovered new 
routes." 

The second «.ase was that of Papannay 
another madiga by caste. He had been suc¬ 
cessful in getting a grant of four acres of 
land under reference At the time of getting 
it he had been a bonded servant of a okka- 
liga household belonging to Rajapura’s 
founding family. For all practical purposes 
the male head of the household was the 
villagers headman although there was a 
hereditary headman, and a close ally of the 
former. In fact Fspanna’s application was 
recommended by the local leaders because 
of the loyalty he and his forefathers had 
shown to the family of the headman. The 
four acres of land granted to him was ad¬ 
joining a portion of the land owned by the 
headman. Being a bonded labourer of the 
headman, Papanna used to work “clearing 
the jungle?’ on his land as well as those of 
his master. 

However, by the time Papanna’s land was 
denied of jungle and improved for cultiva¬ 
tion he had gone deeper in debt to his 
master. When he needed further loans he 
had to pledge his land. During 1979 he had 
informed me that he had signed (i e, affixed 
his thump impression) the documents being 
under the belief that it was only a mortgage 
A decade later he went to claim his land 
back by repaying the loan, he was informed 
that the mortgage had now become a sale 
deed as per agreement. He had no choice but 
to sign the documents a few years later in 
order to effect a registration of the sale deed 
in the concerned office. During my first 
study in Rajapura (1978-79), he was in his 
late 60a. With the abolition of bonded 
labour system during the Emergency 
(1973-77) he had retired from bonded ser¬ 
vice. His son bad been killed a few months 
earlier in a bullock can accident. His 
daughter had come to live with him and her 
son had by then entered the bonded service 
in the headman's household. Papanna died 
a landless person in August 1984. All the 
years I had known him he had not stopped 
regretting the loss of his land. Pan of this 
land is now a coconut grove In a good mon¬ 
soon year, the fields are ideal for raising two 
crops of paddy. A considerable ponion of 
this land forms the drainage of the surroun¬ 
ding area during the monsoon and in normal 
times there it a good flow of fresh water 
which ultimately joins a nearby stream. 

The headman’s household (now divided 
into three) were aware of the sadness of 
Papanna. They had been quite sympathetic 
of his problems, particularly the tragic death 
of his son. During one of my visits to Ra¬ 
japura in 1983 there had been talk in the 
village abodt a new regulation whereby land 
alienated by members of the scheduled castes 
would be restored to them. Had this come 
into effect, nearly 40 to 50 okkaliga land- 
owners would have lost a major portion of 
their landholdings, while a few more would 
have lost all they had. The headman’s 
.mother informed roe of this and questioned 
the wisdom of the government: “How can 
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they deprive our children of their livelihood 
now, so many years after our buying the 
land? If they want to give land let them grant 
their own land being bought by their sala¬ 
ries!' On a subsequent visit by which time 
Papanna had died I was informed that his 
last wish was that he should be buried in the 
land that was once his. Some of the young 
and enthusiastic madiga men not only ful¬ 
filled his last desire but built a tomb over 
it. The old lady complained that she had no 
objection to the burial but “what right did 
they have to build a tomb over the spot. If 
we demolish it, we will be dragged to the 
police station.” 

Leaving out the dramatic part of the nar¬ 
ration above, the two cases suggest the 
following. Free grants of land were being 
made to the favourites among the dominant 
caste; more as an act of patronage Secondly, 
mere granting of land to the landless and the 
weaker sections did not end their plight. As 
some of those who lost’ their land said/ they 
had to first work on their master's lands 
before taking up any work on their own 
land. Being bonded labourers, and having 
pledged their lands to their masters they had 
worked as labourers in ‘clearing the jungle* 
so that the new owners and their grand¬ 
children could enjoy the land for generations 
to come. Thirdly, there were ways and means 
of circumventing not only the regulations in¬ 
volved in land grants but also the successive 
land laws. Consequently several beneficiaries 
of land grants had sooner or later alienated 
their property. Finally, since the land had 
hitherto been common property resources, 
its privatisation through land grants to the 
weaker sections meant that it was to ulti¬ 
mately benefit the landowning sections 
rather than the poor. 

The last point needs to be elaborated more 
critically. How was the common property (in 
this case, pasture) being used? Who had the 
benefit of its use? If a majority of the poor, 
particularly members of the scheduled castes 
and tribes were bonded labourers, it meant 
that the use of CPRs was mainly by the land¬ 
owning and therefore, richer classes. Yet, 
there had been many among the poor who 
had depended upon this stretch of land for 
fodder and firewood. Many of them, notably 
the lambanis had been foraging the village 
commons as also the nearby Sidda betta 
forests regularly, and at least twice or thrice 
a week they used to sell the head-loads of 
firewood in Magadi town. By privatising the 
land they became exclusive resources of 
those who came to own it, thereby excluding 
the others who did not own it. Had the 
privatised property remained with the in¬ 
tended beneficiaries it would have meant a 
good step in the direction of reducing the 
vulnerability of the weaker sections. As 
noted earlier, with the exception of about 
five beneficiaries the rest had alienated the 
land. Instead, the process of privatisation 
had resulted in strengthening the dominant 
sections of the village by way of their ability 
to distribute patronage (land grants) and 
subsequent land grab through moneylen¬ 
ding. Rarely had a transaction involving the 


granted lands exceeded Rt 150 to 300 «s v 

consideration. 

A second major privatisation of CPRs 
took place during the muM940s. The 
government at that time had been granting 
land to landless and the ‘depressed castes’ 
under the 'grow more food’ scheme. This in¬ 
volved such lands that had been taken over 
by the state from cultivators due to non¬ 
payment of land revenue; or due to their 
alienating the land in contravention of rules 
of land grant In addition to this, the remain¬ 
ing grazing land was also being granted. 

By this time the land value had increased 
considerably, to Rs 400 to 600 per acre. 
There had also been considerable pressure 
on land, owing to the growth in population 
largely through immigration. Politically also 
the village had witnessed a more decisive fac¬ 
tionalism, one comprised of the headman 
and his supporters; and another consisting 
of a majority of new immigrants. Although 
there were several other reasons for the divi¬ 
sion between two major factions, the more 
important ones concerned opportunities for 
tenancy cultivation on lands owned by the 
absentee landowners. The absentee land- 
owners, mainly belonging to non-okkaligas 
too bad their own problems with the ruling 
faction in the village. When there were new 
immigrants and eager to take up tenancy 
cultivation on terms far more favourable to 
the landowners, the absentee landowners 
had shown signs of encouragement to the 
former. That the traditional leadership was 
able to finally have their winning influence 
over the absentee landowners in the subse¬ 
quent years is not important here. The im¬ 
portant point to note is that there was now 
an increased greed for land among the Land- 
owners, mainly of the dominant caste The 
increased importance of land was due not 
only the economic value of land ownership, 
but also for its political value As Neale 
(1979) observed, ‘land is to ndc?. 

Once again land grants under ‘grow more 
food* scheme became a source of demonst¬ 
ration of political strength. The leading 
faction consisted of the hereditary headman 
(patel) and the de facto headman (as he has 
been hitherto referred), and was able to 
recommend names of applicants and ensure 
land grants to them, lb a large extent the 
good relationship the leaders had with the 
shanubhog helped them in this regard. The 
difference presently was that under this 
scheme only such land which had been 
hitherto cultivated unauthorisedly were to 
be granted to its occupants. It meant fulfill¬ 
ing at least two prerequisites. First, over a 
period of time an applicant had been ge¬ 
nuinely cultivating the land unauthorisedly, 
which in turn meant Lhal he had the political 
patronage of the majority of the leaden in 
“allowing such an unauthorised cultivation’’. 
Second, that records had to be now created 
afresh to show that a person had been thus 
cultivating the land. In other words a suc¬ 
cessful applicant had to have enjoyed the 
goodwill of the leaden over a period of time 
as well as at the time of applying. Given the 
power structure the ruling faction had an up- 
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per hftndl* thisreganl. Furthermore, since 
the factors leading to an increased pressure 
on land had to do with the caste composi¬ 
tion of the village population (i e, Icinship- 
and caste-sponsored immigration of people 
to be tenants of absentee landowners both 
in Rajapura and in the adjoining Rama- 
palya) it was only natural that a majority 
of the applicants had been okkaligas. Indeed 
a majority of the immigrant tenants as also 
the now resident or native Rajapura land- 
owners were tenants of Ramapalya lands 
while being unauthorised cultivators of 
government waste land and other CPRs. 
Accordingly many of them were now bene¬ 
ficiaries of land under ‘grow more food’ 
scheme. 

Among the beneficiaries were the here¬ 
ditary headman (patel), his brother, and his 
sister’s husband who had been invited to live 
in Rajapura. A few landowners had applied 
for the land in the name of their wives, 
widowed sisters, sons-in-law. Quite a few 
landless holeyas and madigas were also 
granted land. Five of them were brothers, 
and madiga by caste, each working as a 
bonded labourer in the five important ok- 
kaliga households. IWo of them, and their 
father too had been recipients of land grants 
made earlier, but all bad lost them in due 
course. One of them had lost it by being a 
defaulter of land revenue while the other two 
had sold their land under nambika kraya 
agreement. A few more among the holeyas 
and madigas were also beneficiaries for the 
second time, either they or others in the 
family having been granted land earlier. 
With the exception of about two or three 
grantees, once again almost all alienated 
their land and more or less under the same 
circumstances as in the past. One immigrant 
had been owning 'about 32 acres of land, 
nearly four-fifths of which had been bought 
from the grantees. None, particularly among 
the holeya and madiga caste, seemed to have 
learnt from the experience of Papanna, who 
was still alive then. He had not applied again 
having been under the impression that he 
still owned the land and had only tempo ran 
iy mortgaged it. There had been quite a few 
grantees of land, particularly among the 
holeya and madiga caste who had been re¬ 
cent immigrants to the village My infor¬ 
mants narrated to me that most of them had 
temporarily made Rajapura their village in 
order to benefit from the land, who later 
sold their land to migrate to another village 
which was coming up about IS kilometres 
sway. Here a new settlement colony of the 
SCs was being established by granting house 
sites and land for cultivation. 

The ‘grow more food’ scheme did, of 
count, benefit a few recipients. One of them, 
a madiga by caste even now retains the four 
acres granted to him and has added another 
two acres of land grant made subsequently 
in his son’s name a few decades later. He is 
the caste headman for the madigas and has 
been a staunch supporter of the faction led 
by the headman and patel. He was also 
elected to the village panchayat for two 
terms, and as a director of a credit co- 
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operative for one term. He is today one of 
the better-off among the madigas, with 
about 12 acres of land. Holeya beneficiaries 
of land under the GMF are relatively better 
off in the sense that most of them have re¬ 
tained the land granted to them. One of the 
reasons for this has been the fact that about 
five of the households were the hereditary 
village musicians under the ‘jajmani’ net¬ 
work of relations. Consequently their social 
vulnerability was compensated by their rela¬ 
tive economic independence, although at 
least one male member in each of their 
household had been a bonded labourer at 
one time or another. Yet another holeya, hav¬ 
ing lost his rights over a land grant made 
earlier was successful in applying for the 
same again and getting it conferred on him. 
He still has his four acres of land, besides 
being an enterprising sheep-breeder. In the 
years to come he was successful in borrowing 
money from the credit co-operative to buy 
sheep and in repaying the loan. When 1 last 
met him (October 1991), he had nearly 100 
sheep and goats, installed a power-run ir¬ 
rigated pump in a well. I was also informed 
that he indulged m lending money to people 
in Rajapura. 

Quality of land granted under the scheme 
was not as good as the grants made earlier. 
By and large the lands granted were those 
that had not been already privatised either 
under darkasht or auctions. The exceptions 
were, of course, the land granted to the 
relatives of the headman and the few men¬ 
tioned above. Indeed the poor quality of the 
land granted was itself one of the reasons 
for their being alienated in due course. Since 
the land granted to them was not cultivable; 
or agriculturally productive; poorer grantees 
sold it to those willing to buy. The buyers 
were those interested in using such lands for 
private pasture, planting fruit-bearing trees, 
storing of firewood, hay, etc The result was 
once again, exclusion of users of the hitherto 
CPRs. 


CiRtLo for Land: Further 
Encroachment 

Grants of land made earlier, once during 
1925-27 and again during the mid-1940s, 
unleashed a new character of encroachment 
of CPRs. There now was a deliberate process 
of encroachment with an explicit purpose of 
grabbing the land. In the past encroachment 
had been more or less spontaneous, say ex¬ 
tending one’s fence or bunds into ‘nobody's 
land’, lb legitimise it there had been, from 
time to time; granting of land under the pro¬ 
vision of darkhasL This, however, was mainly 
applicable to the cultivable waste and not 
necessarily the pastures. But with such land 
getting exhausted there now was a further 
pressure on CPRs. The village leadership 
took a lenient view of privatisation of CPRs 
mainly because it gave an opportunity to 
enhance its power base. The presence of a 
forest in the neighbourhood gave an alter¬ 
native source of de facto CPRs, although be¬ 
ing a state forest access to it was restricted, 
From the point of view of some elders in the 
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village, such greed for land resulted inthe' 
poor maintenance of the village tank, garden, /'' 
manure pit and what remained of the 
pastures. Those owning land around the , 
pasture began to encroach it with a hope that 5 
sooner or later they could regularise the 
unauthorised occupation. Likewise the dry . 
bed of the tank, the garden and the manure 
pit were also being encroached. Given the 
increased politicisation of village factions, 
there had been several signed or anonymous ~' 
complaints of encroachment Officials of 
the revenue department had made several 
visits to the village for a ‘spot inspection’, 
and after a customary meal in the houses 
of leading families reports were made to 
state that the complaints were not found to 
be true The consequence was that the village 
garden, the extent of which was 1.13 acres 
has now been reduced to less than 0.40 acres. 
Although the index of land states that there 
were several varieties of fruit-bearing trees, 
there are hardly any left now. The garden 
served in the past as a source of ‘oil money’ 
for the two temples in the village; which was 
the proceeds of the sale of produce (mango; 
tamarind, jack, and soap nuts) by auction. 
The temple priests now grumble over the 
deprivation of oil money, which they have 
now to meet out of their own earnings in 
the temple or by way of sale of produce. The 
garden is surrounded by the only area in the 
village where at least one crop of rain fed 
paddy is grown, and is adjoining the village 
tank. Here the land value is highest in the 
village, about 0.20 acres of land was sold in 
1987 for Rs 14,000 (while an acre of dry 
land was being sold at about Rs 6,000 to 
Rs 8,000). 

As a consequence of government sponsored 
privatisation of the CPRs, there was now an 
uninterrupted encroachment of what was 
left as CPRs. t>uring 1976 and 1979 there 
had been two more such schemes in effect 
which further permitted regularisation of en¬ 
croached lands. Although this scheme was 
meant for landless, small and marginal 
farmers, and to the members of scheduled 
castes the beneficiaries included several big¬ 
ger landowners from all other castes as well. 
Under the rural development programmes 
prevailing then the small and marginal 
farmers were eligible for different kinds of 
credit and other benefits. Many larger land- 
owners had on paper divided their holdings 
among male members of the household in 
order to claim the status of either marginal 
or small farmers. Since the regularisation of 
encroached lands took place around the 
same time, many such 'on paper’ small and 
marginal farmers too were able to claim con¬ 
firmation of occupancy rights. Records-of 
uninterrupted cultivation of such lands were 
created with the help of the village accoun¬ 
tants. Many a landowning fanner applied 
for regularisation of encroached land in the 
names of their wife, mother and other such 
dependents. One okkaliga owning about 
seven acres of land in Rajapura was thus able 
to obtain a plot of 4.5 acres of land in a near¬ 
by village. This land is located adjacent to 
the tank there and although he has been 
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given land rights to only one acre, he has 
been able to encroach another 3.S acres 
which is partly the dry bed of the tank. This 
was in 1979, and today he has very pros¬ 
perous coconut gardens and paddy fields 
there There had been several others from 
that village who had wanted to claim the 
land, but his good offices with the headman 
of Rajapuia enabled him to succeed in 
regularising the use of land which he had 
in fact not encroached. Records were created 
to show that he had been an unauthorised 
cultivator and that he had been paying the 
penal land revenue for the said period. Two 
of this landowner's brothers were also able 
to get land granted to themselves in Rajapura 
in a similar way. 

The mid-1970s was also a period of land 
reforms. The land tribunals constituted to 
process and confer occupancy rights to the 
tenants had been at work during this period. 
The headman of Rajapura was by now a 
member of the land tribunal, which position 
was given to him on the recommendation of 
the then sitting member of legislative 
assembly. I have analysed the working of 
land reforms and the land tribunals in parti¬ 
cular elsewhere and shall not dwell on it here 
[see; Karanth 1984], A majority of the cases 
that the tribunal dealt with had in fact 
nothing to do with -land reforms. Instead, 
they pertained to land transactions that had 
taken place much earlier. But either because 
they violated the prevailing land transfer 
rules or to save the cost of registration of 
such transactions they had been brought 
before the tribunal cases of tenancy. The 
land granted under 'grow more food’ scheme 
and the latter regularisation of encroached 
lands were inalienable for a period of 10 to 
20 years. However, land reform laws were 
now made use of to regularise transactions 
that had taken place in violation of the rules 
under which land grants were made. Further, 
by going through the land tribunals the 
buyer did not have to register a sale-purchase 
deed thereby saved the cost of registration 
fee, stamp duty and so on. The person selling 
the land was made to admit before the 
tribunal that he had let out the land on 
tenancy and the claimant indeed had been 
a tenant. The case would be decided in 
favour of the ‘tenant’ who in turn got his 
occupancy rights confirmed, which other¬ 
wise he may not have been able to get. A 
few years later the government waived the 
money to be paid by the tenants towards the 
land, making the transaction even more 
affordable 

During December 1990 the Karnataka 
legislative assembly passed an amendment 
to the Karnataka Land Revenue Act whereby 
there would be one more regularisation of 
encroached lands. It is claimed that nearly 
7.25 lakh acres of land in the state would 
thus be transferred. Though it is only about 
1.5 per cent of the total geographical area 
of the state, it amounts to nearly 5.5 per cent 
of the uncultivated lands including forests, 
grazing lands and cuiturable wastes, etc. it 
is also claimed that a few lakh of landless 
poor and marginal farmers, scheduled castes 


and scheduled tribes would benefit from the 
regularisation of encroachments. However, 
the experience in the past has shown that 
poor and lower castes do not dare to en¬ 
croach unless they are organised. It is also 
well known that encroachment is by and 
large by the rural elite, such as the upper 
caste big landowners, horticulturists, plan¬ 
ters, etc Poor and lower castes in effect 
become only a front for the elite who ulti¬ 
mately get the land transferred to themselves 
[Nadkami and Karanth, 1990]. 

In order to assess the manner in which the 
new provision for regularisation was work¬ 
ing 1 undertook a tour of some taluks in 
Bangalore district. In Kanakapura taluk 
there had been as many as 14,000 applica¬ 
tions, and in Magadi uduk it was close to 
7,000.1 was informed that a majority of the 
applications had been multiple claims fur 
the same piece of land. In Kanakapura taluk 
in particular there had been a big rush for 
waste lands (vhich were inundated with 
rocks, mainly because of the prospects of 
stone quarrying. One official informed me 
that the quarrying magnates had sponsored 
several applications. In both the taluks there 
had also been applications for regularising 
the transactions made earlier. 

There had been 14 applications from Ra¬ 
japura. TWo applications pertained to a 
patch of grazing land near the cave temple. 
The priest had been hitherto using this as 
a yard to keep his bullock cart, besides grow¬ 
ing ragi and jowar. A portion of this land 
had been encroached by a prominent 1am- 
bani farmer, who has been a staunch sup¬ 
porter of the headman over the years. The 
lambani was twice a member of the village 
panchayat, and is presently a member of the 
mandal panchayat. The lingayat priest, on 
the other hand, had been a supporter of a 
political party which in the region is led by 
a member of his caste. Consequently, he had 
been in another political camp, although he 
had been a supporter of the headman all the 
while When the applications were invited for 
regularisation of encroached land, both Tiled 
their applications. Although the applications 
are only now being processed, the two had 
a quarrel over the land. Each wanted to put 
up a fence for the entire plot ot land. A 
police case had been registered by each 
against the other. The lingayat priest is also 
involved in another multiple claim, where 
the temple land elsewhere had an adjoining 
'waste'. The land involved is about 0.30 acres. 
Hitherto the priest had been in control of 
it by virtue of being a cultivator of the land 
adjoining it. An okkaliga landowner has fil¬ 
ed an application for this land. During my 
recent visit the village leaders were trying to 
arbitrate. 1 could gather from the views ex¬ 
pressed informally by the headman that a 
decision would be taken wherein the lingayat 
would be given the rights to cultivate the 
waste adjoining the temple land, while the 
grazing land near (he cave temple would be 
given to the lambani claimant, it is not sur¬ 
prising if the decision of the land grant com¬ 
mittee in Magadi too is the same, for the 
headman has his friends in the committee 


though he is not a member. ' 

Since the available waste land and pasture 
are unsuitable for cultivation, why are 
farmers keen on owning them? One of the 
reasons, as indicated earlier, is the economic 
significance of stone in the region given the 
flourishing stone quarrying industry in the 
state at present. Secondly, most such lands 
have bamboo groves which have now become 
a source of wealth in the region. Sericulture 
has been flourishing in the surrounding 
villages as also in Rajapura. There is an ever 
increasing demand for bamboo baskets and 
trays used in sericulture. In many of the plots 
of land that are now being granted there have 
been bamboo shoots. Some of the applica¬ 
tions for regularisation under the present 
scheme pertain to the Sidda betta forest. 
Four brothers own land adjacent to a stream 
on the other side of which is the forest. 
Although the brothers have not taken 
possession of any land belonging to the 
forest, they have applied stating that they 
have been under their possession for several 
years. However, ihe present scheme clearly 
specifies which kind of encroachment may 
be regularised. Forests, village garden, tanks 
and tank beds are not to be regularised. Even 
if such lands had been under unauthorised 
possession of farmers, they may remain so 
but need not be regularised. In other words, 
in addition to the state sponsored regularisa¬ 
tion of encroached lands, there would now 
be a de facto privatisation of CPRs. The 
poor and other dependents on CPRs are 
thus excluded from using them. 

Reserve Forest as CPR 

Although Sidda betta has been a reserve 
forest, there has been a nearly uncontrolled 
use of it by the people of surrounding 
villages. The forest consists of several minor 
teaks, eucalyptus, tamarind, and such other 
trees Farmers have been using the wood in¬ 
discriminately over the years. My observation 
is that its uncontrolled use has been increas¬ 
ing in recent times. Whenever there is a wed¬ 
ding, a group of households send volunteers 
to gather firewood. They go to the forest in 
the nights, cut the trees and leave it for a day 
or two. On a subsequent day four to five 
bullock cart loads of wood are transported 
to the village. In addition to this, eucalyp¬ 
tus trees are cut in the nights during sum¬ 
mer months and stealthily shifted to the 
nearby fields and from there to the respec¬ 
tive fields of the farmers. These are used as 
a base over which hay is stacked after the 
harvest. Firewood gathering has been an im¬ 
portant subsidiary occupation of the poor, 
particularly those belonging to lambani and 
madiga castes. Some of them carry head- 
loads of firewood gathered from the forest 
almost everyday to Magadi. During a good 
demand, a head load of firewood fetches 
about Rs 40 to 50. Having carried a heavy 
head load to the town, it is bundled into 
smaller ones. On an average about Rs 200 
is earned by an individual in a week by sell¬ 
ing firewood. Incidentally many of the 
firewood vendors are women. 
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In recent times cutting of bamboo from 
the forest has been increasing. Those engaged 
in this are holeya, madiga and lambanis 
from Rajapura, while almost the entire aduft 
population of a neighbouring village, Shambu 
Halli, smuggle bamboo from the forest. 
During the day time, many men accompany 
cattle to the forest for grazing. Each person 
during this time cuts as much as he can carry 
as a head load. As the day passes by they 
cut bamboo and remove the thorns, make 
bundles and so on. In the evening they carry 
the headloads. 

I shall mention two interesting ways by 
which the forest resources are used by peo¬ 
ple. First, the forest has a guard who lives 
in a nearby village. He collects annually 
Rs 10 to IS per sheep and goat that a farmer 
brings to the forest for grazing. The farmers 
refer to this annual payment made to the 
forest guard as the ‘adade', i e, the customary 
annual payment made to artisans and ser¬ 
vice specialists under the jajmani network 
of exchange relations. In Rajapura, the 
village messenger, i e, thoti goes around the 
village beating his drum to announce the 
payment of adadi to be made to the ‘guard 
sahib’. As per the rules sheep and goats are 
not to be permitted into the forest for they 
are likely to harm the young plants and 
tender branches. Instead the forest guards 
have institutionalised the use of forest and 
the local people have emended jajmani rela¬ 
tions to include the forest guard. Likewise, 
whenever a household has to collect fire¬ 
wood for a wedding or any such occasion, 
the forest guard is informed of the need. 

Secondly, during my recent visit I was in¬ 
formed of a co-operative spirit in operation 
to use the forest resources disregarding the 
regulations. Bamboo basketmakmg in the 
neighbouring Shambu halli is no longer an 
occupation of the basketmaker (meda) caste. 
Almost all castes, including the okkaligas 
have not taken to it. The forest officials hav¬ 
ing come to know of it now make surprise 
checks on the people grazing cattle in the 
forest. On quite a few occasions basket- 
makers of Shambu halli were caught icd- 
handed and.the forest officials imposed a 
‘fine* of Rs 1,000 to 2,000 on the culprits. 
Although every individual pursues bamboo¬ 
making as a household activity privately, 
many of them have formed an informal 
association to help those thus caught in the 
act of smuggling bamboo. Thus whenever 
a fine is imposed on an individual, all the 
households engaged in making baskets pool 
the money to raise the money payable as 
‘fine’. 

Such acts of defiance of the regulations 
occur partly because the reserved forests may 
not bring in any direct benefits to the local 
community. The locals therefore organise 
themselves to forage the forest and pool their 
resources to protect themselves when caught. 

Concluding Remarks 

The purpose of this essay has been mainly 
to draw attention to the process of pri¬ 
vatisation of common property resources. I 
have attempted to trace this process in a 


village with which I had been familiar over 
a period of time. Privatisation began much 
earlier than land reforms were put into 
operation. Privatisation of CPRs is to be 
traced to the period of streamlining land 
tenure under the British administration and 
the subsequent schemes of bringing land 
under cultivation for revenue maximisation. 

Subsequent stages of privatisation has 
benefited the landed elite, particularly of the 
upper castes. Even when specific schemes 
were meant to enable the poor and lower 
castes to benefit, the net benefit was to the 
rich and dominant castes. One of the major 
reasons for this is that land grants made to 
the poor were a necessary but not sufficient 
measure. Given the social and ritual impor¬ 
tance of caste and kinship in the rural society 
during the 1930-1960s, land grant was not 
sufficient to enable the grantees to gain 
economic independence. Privatisation of the 
other kind, i e, through conlerring land 
rights to applicants (darkhast) and encroach¬ 
ment was essentially by the elite. 

Once the process of officially-sponsored 
privatisation was seen to be advantageous 
and repetitive, encroachment of common 
property became an important phenomena. 
Obviously it was the nch and the powerful 
who could succeed in encroaching and they 
were the mam beneficiaries. 

The consequence ol privatisation of CPRs 
in land was that there was a gradual deple¬ 
tion of the village pasture. Farmers became 
increasingly dependent upon the forest for 
grazing, which m turn led to depletion of 
forest resources too. Animal husbandry is 
no longer neutral to economic status of in¬ 
dividuals in Rajapura. For, the poorer sec¬ 
tions have to have at least one individual 
exclusively in charge of looking after the 
cattle, sheep and goats. He has to take the 
animals to the forest early in the morning 
and walk more then five km. 

Likewise the encroachment of the village 
tank’s dry bed has led to its silting over a 
period. Since on three sides of the tank the 
land has been encroached there is now no 
passage for the bullock carts to go there. 
Consequently, the tank is left silted. Those 
owning land around the tank prefer it to be 
silled, for over a period of time there is mote 
land available for encroachment. The ques¬ 
tion, however, remains to be answered: did 
all sections of the village have equal access 
lo the CPRs before privatisation. The answer 
is in principle, yes. Everyone in the village 
had access to the CPR even though the ones 
owning land surrounding it had better ad¬ 
vantage in this regard. However, even that 
is now missing. 

Notes 

(All earlier version of this paper was presented 
in a national seminar on ‘Towards Greening 
India’s Wastelands', held in the Institute for 
Social and Economic Change, Bangalore dur¬ 
ing December 11-12, 1991. Grateful thanks for 
comments and suggestions to the participants 
in the seminar, and to Professors M N Srinivas. 
T K Oommen. M V Nadkami, and V S Partha- 
sarathy. The present study was possible due to 


the generous financial support from the Ford : 

Foundation.] 

1 The name Rajapura is a pseudonym. During 
1978-81. and 19SM71 had studied the village ' 
intensively, based on which I could carry out 
my field study for the present paper. 

2 For a description of its social structure; Me 
Karanth [1981] and [1987], 

3 Rakta kodige inam is given to the descen¬ 
dants of a brave warrior in honour of bis 
shedding the blood in a war. 

4 For an account of the deteriorating economic 
conditions and the misuse of office by local 
representatives of the Sultan, see. Mukher- 
jee [1962:2-6], 

3 According to Lewis Rice [1897], the tenure 
terminologically describes a "permanent 
village settlement, which probably owes its 
origin to a time when many villages were 
depopulated and when the government 
found it advantageous to rent out such on 
a fixed but very moderate lease, the renter 
undertaking to restore them to their former 
prosperous conditions. These tenures were 
also largely added during the former 
Maharaja’s direct administration of the coun¬ 
try, when in several cases flourishing villages 
were given to favourites of court. The 
khayam gutta comprise some of the most 
valuable inam lands of the province" [Rice 
I897(l):690j. During 1873, there were 28 
khayam gutta villages in Magadi Taluk 
[1897(11):29], 

6 However, if the nature of work demanded it 
participation by the members of former un¬ 
touchable castes were restricted. For instance 
they had to carry out only supportive work 
in the case of painting the temples, or in 
cleaning the drinking water well used by 
higher castes. 

7 A Kannada idiom when translated reads 
thus: “1 shall carry out an assignment in¬ 
dicated by your left foot, placing it on my 
head”. This is an expression by a person who 
is humble and shows his utmost humility, 

- usually offered as an undertaking in return 
for a favour. On the contrary if some one in¬ 
dicates something by foot, it is seen as an in¬ 
dication of the person’s arrogance. Foot, in¬ 
cidentally is considered to be polluting part 
of a human body. Therefore, the foot of a 
madiga was considered doubly polluting, 
since both were viewed as polluting agents. 
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DISCUSSION 


VIMAL RALABl/BRAHMANYAN (Of 
Progs, Dams and Tigers’, December 4. 1991) 
appeared to argue lor moderation and reason 
ir. stating that (i) any form of duplicity 
undermines credibility, and therefore when 
activists are not giving the full and true 
picture, only doubts are raised regarding the 
cause they are advocating; and (it) “practices 
and policies harmful to the environment or 
cruel to animals cannot be combated in a 
fundamentalist way, and if they are, it can 
be only at the cost of backfiring on the 
whole movement”. Ashish Kothari ('Frogs, 
Activists and the Question of Ethics', 
May 16-23) has called that a ‘tirade’. 

Reading the two pieces together, one finds 
that while VB has presented her case with 
a dipical detachment, AK has launched 
himself on a flood of verbiage and avoidable 
rancour. After reading AK's observation, 
one does find merit in VB’s words of caution 
to the environmentalists. Over the years, I 
have had the benefit of receiving, in official 
positions detailed memoranda on a number 
of controversial projects like the Mathura 
Refinery, Rewas-Mandva (later Thal-Vai.shet) 
Fertiliser Project and recently the Vizag 
Petrochemical Complex. Recently, l had an 
opportunity to listen to and participate in 
discussions on environmental management 
with several activists on some of the aspects 
touched in the EPtV discussion, as well as 
in a partial and incomplete debate on the 
Sardar Sarovar Project. 
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In the light of such awareness and 
experience spreading over a decadJ and a 
half, I find much merit in VB’s observations 
on the approaches of the government 
depaitments and environmental groups "in 
the matter of publicising proper explana¬ 
tions, so as to generate uniform support for 
a cause’’, f or instance, wouldn’t Ashish 
Kothari have done himself and his cause 
some ciedit, if instead of being merely 
vituperative, he had highlighted the essen¬ 
tial facts of the ‘displacement’ and the ’en¬ 
vironment’ aspects of the Sardar Sarovar 
debate? 

It should be fairly obvious that there can 
be no unanimity of perceptions in respect 
ol utilisation of water resources of the 
Narmada basin spread in three slates 
(Madhya Pradesh 88 per cent, Maharashtra 
2 per cent and Gujarat 10 per cent). It is wor¬ 
thy of note that the dispute between different 
states had kept the utilisation of water 
resources as low as 4 per cent while technical 
and engineering skills available in the coun¬ 
try could arrange an higher level of utilisa¬ 
tion as also higher levels of food production 
and income generation. When the report of 
Khosla Committee appointed by government 
of India in 1964 Could not provide a sus¬ 
tainable basis for agreement between the 
Gujarat and Madhya Pradesh governments, 
there was the inevitable constitution of the 
Narmada Water Disputes Tribunal in 1969 
whose decade-long deliberations ended in 


the 1979 award, allocating water and power 
potential as between the three states: 


* 

Allocations 

Of Water at 
75 Per cent 
Yield 

(Million acre 
feet) 

Of Power 
(Percentage) 

Madhya Pradesh 

18.25 

57 

Maharashtra 

0.25 

27 

Gujarat 

9.00 

16 

Rajasthan 

0.50 

— 


The tribunal had recommended 30 major 
dams, 135 medium dams, and 3,000 minor 
dams. 

The protagonists of the SSP have been 
arguing that (i) the ratio between the areas 
getting submerged and the area getting 
benefits is only 1.65 per cent and the ratio 
between the population affected and popula¬ 
tion benefited is 0.3 per cent, (ii) 75 per cent 
of the command area in Gujarat, and the 
entire command in Rajasthan are chronically 
drought-prone, and (iii) the domestic water 
supply of the arid areas of Saurashtra and 
Kutch will be benefited. 

The antagonists, on the other hand, have 
concentrated on the fact that the project will 
affect and displace people in one part of the 
country and provide benefits to people in a 
different part of the country, and that even 
the flow of benefits in Gujarat has been 
uneven and has gone to rich areas. It has 
been pointed out that out of the total irriga¬ 
tion provided by the SSP, only 6.4 per cent 
will go to tribaL areas, 17.5 per cent will help 
drought-prone areas in north Gujarat, south 
Rajasthan, Saurashtra and Kutch and as 
much as two-thirds of the command area is 
in central Gujarat which is neither drought- 
prone nor arid, and is in fact already 
irrigated to a considerable ectent. A study 
of the data shows that of the 18 lakh hec¬ 
tares that will be benefited by the Sardar 
Sarovar Project, four districts in Vadodra 
(3.40), Ahmedabad (3.30), Banaskantha 
(3.13) and Surendranagar (3.04), account for 
two-thirds, while the balance of $.13 lakh 
hectares are spread in eight districts which 
are acknowledgedly more backward and in 
major parts drought-prone 

One way of looking at the SSP is 
to analyse, “who pays for whom?” and 
answer the question “why should anyone 
suffer for someone rise’s benefit?” And if 
one has to suffer at all, how much; and if 
one has to suffer as a project affected per¬ 
son, how are the rehabilitation and compen¬ 
sation measures packaged, and whether this 
is to the satisfaction of the affected persons. 
These questions have been raised in different 
ways but the answers have not always been 
truthful or fully convincing. 

Vimai Balasubrahmanyan has rightly 
drawn attention to the need to keep 
‘rehabilitation’ as a central issue in the 
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debate and not to let this take the back seat 
whjjethe more fanciful ‘environmental issue’, 
gets highlighted. If one needed an yardstick, 
to judge the relative importance of the two 
problems, the submergence threat and 
displacement is real, direct and in proximity 
of time, closer to the day than the emergence 
of environmental issues given the limits of 
time and resources to plan and implement 
the compensatory schemes, the moot ques¬ 
tion is which gets priority of attention? 

Perceptions vary, sometimes even amongst 
those who are expected to be on the same 
side. I may be permitted to cite two instances 
from personal experience. While the Shri 
Ram Sagar (Pochampad) Project was under 
execution, the project authorities wanted me 
as district collector, Karimnagar, to exercise 
my powers to evict the people of Chelgal 
village from their lands covered by acquisi¬ 
tion for locating an agricultural demonstra¬ 
tion farm. Though I was also designated as 
collector (agriculture) and responsible as a 
co-ordinator for the development of (he 
district, I declined to evict farmers on the 
ground that the landowners were poor, small 
farmers and they had neither been compen¬ 
sated nor was the proposed compensation 
adequate and that if 1 were required to 
exercise magisterial powers, 1 would give 
opportunity to both the affected people and 
the project authorities, to present their 
respective cases, and then decide. When I 
declined to give up this hearing and let the 
project officials occupy the site in tune lor 
the visit of a World Bank mission, the pro¬ 
ject administrator and member, revenue 
board (who wrote my confidential report) 
directed me to evict the farmers, and on my 
further refusal to do so, he recommended 
my transfer. But the. chief secretary, would 
not accede to this, because in his view my 
development performance was otherwise 
good. The chief secretary observed that as 
collector, I also had the responsibility of 
protecting the people from the ‘errors’ of the 
officials and 1 could not therefore be 
penalised for not taking the side of govern¬ 
ment departments! Generalising from this 
experience, one may say that officials at 
decision-making levels ought to be able to 
hear both sides of a controversy and then 
decidf. 

The need to present a full and true pic¬ 
ture and to avoid any form of ‘duplicity’ 
that undermines credibility as emphasised 
by Vimal Balasubrahmanyan, reminds me 
of one aspect af the controversial Mandwa 
Fertiliser Project (now moved to Thal- 
Vaishat). The project authorities had 
indicated that the site was located 32 km 
from Bombay and stuck to this throughout 
the controversy, since the industry ministry 
had around that time, stipulated a special 
clearance procedure for projects located 
within 20 km of metropolitan cities. On a 
visit to the site of the proposed fertiliser pro¬ 
jects, as an official of the finance ministry, 

I had included discussions with the chair¬ 


man, Bombay Port trust and Bharat 
Petroleum officials, regarding the Nhava 
Shcva Project and Butchar Island Oil 
Terminal. Cariappa, the then chairman, 
BPT, surprised me by stating that Rewas- 
Mandva was within IS km and could be 
reached within half an hour as against two 
hours indicated by the FCI officials. I went 
to Rewas-Mandva by a BPT launch across 
the creek and returned by FCI car by road 
via Panvel. 

Later when I indicated in official com¬ 
munication that the proposed site was less 
than 15 km from Bombay and there was 
need for greater care in deciding upon the 
site, my stand irked not only the fertiliser 
ministry but also my superiors in the finance 
ministry who felt that the finance ministry 
could not dispute a fact of distance, indicated 
by project officials. 1 had to produce a map 
and also record that “pollution does not 
travel by national or state highways. Project 
officials may” 

The question is how docs one depict 
distance? By road or as the crow flies? FCI 


wps not wrong factually but did not appeal 
to be truthful in a wholesome fashion. Theii 
effort to conceal the fact that Rewas 
Mandwa was just across the creek fron 
Bombay Port and on a windy day, the emis 
sions could reach Bombay city did not ap 
pear fair and responsible even to one wht 
had gone to the site with an open mind. 

Having seen merit in the arguments of th 
environmentalists in respect of the publi 
sector fertiliser project, I was later surpris 
ed to sec that the highly vociferous group 
barely raised their voice over the new uni 
of the Tata Thermal Power Project. One hai 
to wonder whether where FCI’s public rela 
tions failed and the Tata’s public relation 
had succeeded notwithstanding the fact tha 
a thermal power project closer can caus 
greater pollution than a gas-based fertilise 
project. 

Credibility is difficult to build and eas 
to lose. VB’s caution was, in my view, quit 
timely. If AK’s response was unconvincinj 
its shrill tone was avoidable. 
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CITIBAN<0’ 

(Incorporated with Limited Liability in the U.SA.) 


BALANCE SHEET OF THE INDIAN BRANCHES AS AT THE CLOSE 
OF BUSINESS MARCH 31, 1992 


CAPITAL & LIABILITIES 

Capital 1 

Reserves & Surplus 2 

Deposits 3 

Borrowings 4 

Other liabilities and provisions 5 

TOTAL 

ASSETS 

Cash and balances with Reserve Bank of India 6 

Balances with banks and money at call and short 

notice 7 

Investments 8 

Advances 9 

Fixed Assets 10 

Other Assets 11 

TOTAL 

Contingent Liabilities 12 

Bills for collection 

Notes to Accounts 17 

Schedules referred to herein form an integral part of the Balance 
This is the Balance Sheet referred to in our report of even date. 


As on 31.3.92 
RS. 000 

As on 31.3.91 
RS. 000 

450,000 

230,000 

2,562,032 

1,170,825 

42,605,596 

26,416,134 

15,172,532 

4,926,399 

6,898,049 

2,865,953 

67,238,209 

35,379,311 

8,800,945 

3,851,192 

6,678,820 

3,927,266 

122,373,182 

8,924,612 

24,008,093 

16,446,188 

461,281 

511,961 

4,915,888 

1,718,092 

67,238,209 

35,379,311 

102,496,211 

60,224,385 

485,817 

614,843 


Sd/- 

P.N. GHATALIA 
Partner 

foT and on behalf of 
PRICE WATERHOUSE 
Chartered Accountants 

Place: BOMBAY 
Date: MAY 12, 1992 


Sd/- 

S. VENKATACHALAM 
Vice President 


Sheet. 


Sd/- 

JAITH1RTH RAO 

Chief Executive Officer—India 
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CITIBANKS) 

(Incorporated with Limited Liability in the U.S.A.) 


PROFIT AND LOSS ACCOUNT OF THE INDIAN BRANCHES FOR 
THE YEAR ENDED MARCH 31, 1992 



Schedule 

I. INCOME 

Interest earned 

13 

Other income 

14 

TOTAL 


II. EXPENDITURE 

Interest expended 

15 

Operating expenses 

Provisions and contingencies 

16 

TOTAL 


III. PROFIT 

Net profit for the year 

Profit brought forward 


TOTAL 


IV. APPROPRIATIONS 

Transfers to statutory reserves 

Excess Provision for Tkx for earlier years written back 
Amount paid/payable to Diners Club India Ltd. 


to obtain credit card data base information and 
carry on credit card business 


Transfers to Properties Investment Reserve— 

—from prior year profits 
—from current year profits 

Remittance to Head Office 

Balance carried over to Balance Sheet 


TOTAL 


Notes to Accounts 

17 


1991-92 

RS. 000 

1990-91 

RS. 000 

6,418,934 

2,234,882 

4,271,132 

1,353,837 

8,653,816 

5,624,969 

4,268,234 

1,217,075 

1,777,300 

3,472,928 

.796,202 

769,768 

7,262,609 

5,038,898 

1,391,207 

430,165 

1 

586,071 

352,158 

1,821,372 

938,229 

(278,241) 

NIL 

(117,214) 

13,971 

NIL 

(67,500) 

NIL 

(100,000) 

NIL 

1,443,131 

(77,500) 

(140,000) 

(119,821) 

430,165 

1,821,372 

938,229 


Schedules referred to herein form an integral part of the Profit and Loss Account. 
This is the Profit and Loss Account referred to in our report of even date. 


Sd/- 

P.N. GHATALIA 
Partner 

for and on behalf of 
PRICE WATERHOUSE 
Chartered Accountants 

Place: BOMBAY 
Date: MAY 12, 1992 


Sd/- 

S. VENKATACHALAM 
Vice President 


Sd/- 

JAITHIRTH RAO 

Chief Executive Officer—India 


















CITIBANCO' 

(Incorporated with Limited Liability in the U.&A) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES AS AT THE CLOSE OF BUSINESS MARCH 31, 1992 


As on 31.3.92 As on 31.3.92 As on 31.3.91 
RS.000 RS.000 RS.000 


SCHEDULE 1—CAPITAL 
CAPITAL 

Amount of deposit kept with RBI 
under Section 11(2) of the 
Banking Regulation Act, 1949 
(see schedule 17-note I) 

TOTAL 


SCHEDULE 2—RESERVES & SURPLUS 

I. Statutory Reserves 
Opening Balance 
Additions during the year 

II. Citibank Cards Reserve 


238,007 

278,241 



516,248 


67,500 


214 


238,007 

67,500 


III. Furniture & Equipment Reserve 


15,722 


15,722 


IV. Properties Investment Reserve 
(see schedule 17—note B) 

Opening Balance 

Additions during the year 

Deductions during the year 


V. Balance in Profit and Loss Account 
TOTAL 


419,431 

100,000 


519,431 


230,931 

217,500 

(29,000) 


419,431 



430,165 


1.170.825 
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CITIBAN<Q> 

(Incorporated with Limited Liability in the U.SA.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES AS AT THE CLOSE OF BUSINESS MARCH 31, 1992 


As on 31.3.92 As on 31.3.92 As on 31.3.91 
RS.000 RS.000 RS.000 


SCHEDULE 3—DEPOSITS 

A.I. Demand Deposits 

i) From banks 

ii) From others 


II. Savings Bank Deposits 


164,773 
6,350,688 I 


6,515,461 

1,045,955 


88,645 

3,592,660 


3,681,305 

882,139 


III. Term Deposits 

i) From banks 

ii) From others 


TOTAL 


B. i) Deposits of branches in India 


9,183,646 

25,860,534 


35,044,180 


NIL 

21,852,690 


21,852,690 


42,605,596 26,416,134 


42,605,5% 



SCHEDULE 4—BORROWINGS 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Other banks 

iii) Other institutions and agencies 


II. Borrowings outside India 


TOTAL 


Secured borrowings included in I & II above 


2,362,800 

9,640,768 


2.390.286 



14,393,854 


778,678 


488,658 

1,499,380 

2,903,495 


4,891,533 


34,866* 


15,172,532 4,926,399 
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CITIBANCO' 

(Incorporated with Limited Liability in the 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES AS AT THE CLOSE OF BUSINESS MARCH 31, 1992 



As on 31.3.92 

As on 31.3.92 

As on 31.3.91 


RS.000 

RS.000 

RS.000 

0 

SCHEDULE 5—OTHER LIABILITIES 




AND PROVISIONS 




(sec schedule 17-note D) 




I. Bills payable 


1,747,380 

495,461 

II. Inter-office adjustments (net) 


1,378,222 

149,349 

HI. Interest accrued 


897,434 

539,049 

IV. Others (including provisions) 


2,875,013 

1,682,094 

TOTAL 


6,898,049 

2,865,953 

SCHEDULE 6—CASH AND BALANCES WITH 




RESERVE BANK OF INDIA 




I. Cash in hand (including foreign currency notes) 


106,633 

64,664 

II. Balances with Reserve Bank of India 




i) in Current Account 

8,694,312 


3,786,528 

ii) in Other Accounts * 

NIL 


NIL 



8,694,312 

3,786,528 

TOTAL 


8,800,945 

3,851,192 

SCHEDULE 7—BALANCES WITH BANKS AND 




MONEY AT CALL AND SHORT NOTICE 




I. In India 




i) Balances with banks 




a) in Current Accounts 

4,185,128 


2,466,508 

b) in Other Deposit Accounts 

NIL 


NIL 



4,185,128 

2,466,508 

ii) Money at call and short notice 




a) With banks 

2,400,000 


1,445,000 

b) With other institutions 

NIL 


9.800 



2,400,000 

1,454,800 

TOTAL 


6,585,128 

3,921,308 

II. Outside India 




i) in Current Account 


93,692 

5,958 

ii) In Other Deposit Accounts 


NIL 

NIL 

iii) Money at call and short notice 


NIL 

NIL 

TOTAL 


93,692 

5,958 

GRAND TOTAL 


6,678,820 

3,927.266 


UQi 
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CITIBANCO" 

(Incorporated with Limited Liability in the U.S.A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES AS AT THE CLOSE OF BUSINESS MARCH 31, 1992 



As on 31.3.92 

As on 31.3.92 

As on 31.3.91 


RS.000 


RS.000 

SCHEDULE 8—INVESTMENTS 
(see schedule 17—note A (iv)) 

I. Investments in India in 

Hading securities 
i) Government securities 


8,123,021 

6,098,523 

ii) Other approved securities 


2,363,024 

1,510,240 

iii) Debentures and Bonds 


10,610,266 

724,394 

Investment securities 
i) Shares 


11,861 

19,912 

ii) Units 

a) Initial Contribution 

100 


100 

b) Other units 

433,989 


420,424 

iii) Others (see schedule 17—note J) 


434,089 

830,921 

420,524 

151,019 

TOTAL 


22,373,182 

8,924,612 

SCHEDULE 9—ADVANCES 
(see schedule 17—note A (iii)) 

A. i) Bills purchased and discounted 


1,977,763 

1,777,382 

ii) Cash credits, overdrafts and loans repayable 
on demand 


11,557,532 

5,983,897 

iii) Term loans 


10,472,798 

8,684,909 

TOTAL 


24,008,093 

16,446,188 

B. i) Secured by tangible assets 


14,862,505 

11,322,309 

ii) Covered by Bank/Government Guarantees 


70,543 

NIL 

iii) Unsecured 


9,075,045 

5,123,879 

TOTAL 


24,008,093 

16,446,188 

C. I. Advances in India 
i) Priority Sectors 


733,604 

1,429,944 

ii) Public Sector 


1,412,683 

1,172,803 

iii) Banks 


174,337 

1,623 

iv) Others 


21,687,469 

13 841,818 

TOTAL 


24,008,093 

16,446,188 

II. Advances Outside India 
i) Due from banks 


NIL 

NIL 

ii) Due from others 

a) Bills purchased and discounted 


NIL 

NIL 

b) Syndicated loans 


NIL 

NIL 

c) Others 


NIL 

NIL 

TOTAL 


NIL 

NIL 

GRAND TOTAL (C.I & II) 


24,008,093 

16,446,188 
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CITIBANKS* 

(Incorporated with Limited Liability in the UJLA.) 

SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES AS AT THE CLOSE OF BUSINESS MARCH 31, 

1992 


As on 31.3.92 
RS.000 

As on 31.3.91 
RS.000 

SCHEDULE 10—FIXED ASSETS 
(see schedule 17—note A(v» 

1. Premises 

At cost as on 1 April 

Additions during the year 

Deductions during the year 

Depreciation to date 

77,352 

NIL 

(1,856) 

(13,273) 

■ 

TOTAL 

62,223 

67,344 

11. Other Fixed Assets (including furniture 
and fixtures) 

At cost as on 1 April 

Additions during the year 

Deductions during the year 

Depreciation to date 

617,658 

121,367 

(115,028) 

(224,939) 

500,120 

210,104 

(92,566) 

(173,041) 

TOTAL 

399,058 

444,617 

GRAND TOTAL 

461,281 

511,%1 

SCHEDULE 11—OTHER ASSETS 
(see schedule 17—note D) 

I. Due from Head office 

II. Interest accrued 

III. Stationery and stamps 

IV. Others 

52,382 

925,326 

10 

3,938,170 

38,500 

610,401 

17 

1,069,174 

TOTAL 

4,915,888 

1,718,092 

SCHEDULE 12—CONTINGENT LIABILITIES 

I. Claims against the bank not acknowledged as 
debts 

II. Liability for partly paid investments 

III. Liability on account of outstanding forward 
exchange contracts 

IV. Guarantees given on behalf of constituents 

a) In India 

b) Outside India 

V. Acceptances, endorsements and other obligations 

VI. Other items (see 
schedule 17—note H) 

NIL 

NIL 

79,591,218 

3,758,328 

132,869 

8,583,721 

10,430,075 

NIL 

300 

43,609,676 

6,699,546 

121,462 

4,325,455 

5,467,946 

TOTAL 

102,496,211 

60,224,385 

1 
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CITIBAN«3> 

(Incorporated with Limited Liability in the USA.) 

SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 

INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1992 


1991-92 

1990-91 


RS.000 

RS.000 

SCHEDULE 13—INTEREST EARNED 



I Intcrest/discount on advances/bills 

3;885,795 

2,721,338 

II Income on investments 

1,282,729 

503,828 

III Interest on balances with Reserve Bank of India 



and other inter-bank funds 

1,237,975 

1,045,966 

IV Others 

12,435 

NIL 

TOTAL 

6,418,934 

4,271,132 

SCHEDULE 14-OTHER INCOME 



I Commission, exchange and brokerage 

1,167,671 

1,168,404 

II Profit on sale of investments (see schedule 17—note F) 

316,564 

(63,066) 

III Profit on exchange transactions 

750,647 

248,499 

IV Miscellaneous income 

NIL 

NIL 

TOTAL 

2,234,882 

1,353,837 

SCHEDULE 15-INTEREST EXPENDED 



I Interest on deposits 

2,426,655 

1,820,438 

.11 Interest on Reserve Bank of India/inter-bank 



borrowings 

959,411 

1,652,490 

III Others 

882,168 

NIL 

TOTAL 

4,268,234 

3,472,928 

SCHEDULE 16—OPERATING EXPENSES 



I Payments to and provisions for employees 

238,737 

161,525 

II Rent, taxes and lighting 

106,642 

92,584 

III Printing and stationery 

79,172 

61,119 

IV Advertisement and publicity 

34,445 

31,328 

V Depreciation on bank’s property 

75,059 

62,940 

VI Local advisory board members’ fees, allowances 



and expenses 

398 

224 

VII Auditors’ fees and expenses 

625 

625 

VIII Law charges 

5,696 

5,053 

IX Postage, Telegrams, Telephones, etc. 

90,512 

90,677 

X Repairs and maintenance 

85,704 

37,908 

XI Insurance 

19,855 

9,062 

XII Other expenditure 

480,230 

243,157 

TOTAL 

1,217,075 

796,202 
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CITIBANCO 

(Incorporated with Limited Liability in the U.S.A.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE 
INDIAN BRANCHES AS AT THE CLOSE OF BUSINESS MARCH 31, 1992 

SCHEDULE 17 

NOTES ANNEXED TO AND FORMING PART OF THE ACCOUNTS OF THE INDIAN 
BRANCHES FOR THE YEAR ENDED MARCH 31, 1992 

A STATEMENT OF ACCOUNTING POLICIES 
i BASIS OF PRESENTATION 

The financial statements have been prepared on the historical cost basis in accordance with generally accepted 
accounting principles and conform with the statutory requirements prescribed under the Banking Regulation 
Act, 1949. 

n FOREIGN CURRENCY TRANSLATION 

Assets and liabilities in foreign currencies are translated at year end rates of exchange. Revenues and expenses 
have been translated at rates prevailing on the transaction date Foreign exchange trading positions including 
spot and forward contracts are valued monthly at prevailing market rates and the resulting gains and losses 
are included in foreign exchange revenue. 

iii CREDIT LOSSES 

The bank has a consistent internal policy of classifying its commercial and consumer loans and advances and 
full provision for credit losses and writeoffs, if any, have been made. 

iv SECURITIES 

The bank has been consistently following a practice of classifying its securities portfolio into trading and in¬ 
vestment. Trading securities are marked to market (at cost in the absence of quotations) and investment securities 
are generally stated at cost. 

v PREMISES AND EQUIPMENT 

Premises and equipment are stated at cost less accumulated depreciation. Depreciation is computed on the 
written down value basis on the estimated useful life of the asset. 

vi STAFF BENEFITS 

The bank has fully funded the Pension Fund and Superannuation benefits for its employees with the Life 
Insurance Corporation of India. 

vii NET PROFITS 

The net income disclosed in the Profit and Loss Account is after: 

—accounting for credit losses 
—valuation adjustments in respect of securities 
—provision for income taxes 
—other usual or necessary provisions. 

B The Bank has retained in the “Properties Investment Reserve'* as at March 31, 1992 Rs. 319,430,700 (1991: 
Rs. 419,430,700) as per the Reserve Bank of India’s guidelines representing Deposits for Premises taken on 
lease and purchase of properties. Of this amount a sum of Rs. 100,000,000 is set aside from the current year’s 
profits for which the bank intends to obtain the Reserve Bank of India’s approval for this purpose. 
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CITIBANK* 

(Incorporated with Limited Liability in the USA.) 


SCHEDULES FORMING PART OF THE ACCOUNTS OF THE INDIAN BRANCHES AS AT 
THE CLOSE OF BUSINESS MARCH 31, 1992 


SCHEDULE 17 (contd.) 

NOTES ANNEXED TO AND FORMING PART OF THE ACCOUNTS OF THE INDIAN 
BRANCHES FOR THE YEAR ENDED MARCH 31, 1992 

C Other liabilities include Rs. 21,123,729 (1991: Rs 21,123,729) balance of initial contribution provided by the 
Bank in March 1989 payable to Life Insurance Corporation of India towards gratuity to employees funded 
with the corporation. 

D Sundry Accounts under the head “Other Liabilities” and “Other Assets” include amounts pending transfer 
to appropriate accounts. 

E Bills received from constituents for collection on their behalf are controlled through memorandum registers 
and are recorded in financial ledgers only when collected. These bills for collection outstanding as on March 31, 
1992 have, however, been shown in the Balance Sheet. 

F Profit on sale of investments is net of mark to market valuation Rs. 164,120,000 (1991: Rs. 175,069,000). 

G Funds received and invested under Portfolio Management do not form part of these accounts and undeployed 
funds have been included in “Other Liabilities”. 

H Contingent Liabilities—Others include amount Rs. 34,400,000 pertaining to indirect tax matters. 

1 Subsequent to the close of business as of March 31, 1992 the bank has lodged additional securities with the 
Reserve Bank of India u/s 11(2) amounting to Rs. 320,000,000. 

J Other investments include Pass thru certificates Rs. 612,921,000 (1991: Rs 151,019,000) and Commercial Paper 
Rs. 218,000,000. 

K Prior year figures have been regrouped and reclassified wherever necessary. 

L The Indian Branches of the Bank as at March 31, 1992 are at: 

Bombay (Fort and Nariman Point); Calcutta (Chowringhee and Brabournc Road); New Delhi (Jcevan Bharti) 
and Madras (Anna Salai). 

SIGNATURES TO SCHEDULES 1 TO 17 

Sd/- Sd/- Sd/- 

P.N. GHATALIA S. VENKATACHALAM JA1TH1RTH RAO 

Partner Vice President Chief Executive Officer—India 

for and on behalf of 

PRICE WATERHOUSE 

Chartered Accountants 

Place: BOMBAY 
Date: MAY 12, 1992 
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CITIBANK* 

(Incorporated with Limited Liability in the U.S.A.) 


AUDITORS’ REPORT ON THE ACCOUNTS OF THE INDIAN BRANCHES 
OF CITIBANK, N.A. UNDER SECTION 30 OF 
THE BANKING REGULATION ACT, 1949 

Vk have audited the attached Balance Sheet of the Indian Branches of Citibank, N.A. (incorporated with Limited 
Liability in the U.S.A.) as at 31 March, 1992 and the relative Profit and Loss Account of the Indian Branches 
of the Bank for the year ended on that date signed by us under reference to this report. 

In accordance with the provisions of Section 29 of the Banking Regulation Act, 1949, read with the provisions 
of sub-sections (1), (2) and (5) of Section 211 and sub-section (5) of Section 227 of the Companies Act, 1956, 
the Balance Sheet and Profit and Loss Account together with the notes thereon, are not required to be and are 
not drawn up in accordance with Schedule VI to the Companies Act, 1956. The accounts are, therefore, drawn 
! up in conformity with Forms “A” and “B” of the Third Schedule to the Banking Regulation Act, 1949. . 

1. We have obtained all the information and explanations which to the best of our knowledge and belief were 
necessary for the purposes of our audit and have found them to be satisfactory. 

2. The transactions which have come to our notice have been, in our opinion, within the powers of the Indian 
Branches of the Bank. 

3. In our opinion, proper books of account as required by law have been kept by the Indian Branches of the 
Bank so far as appears from our examination of these books. 

4. The abovementioned Balance Sheet and Profit and Loss Account of the Indian Branches of the Bank dealt 
with by this report are in agreement with the books of account. 

5. In our opinion and to the best of our information and according to the explanations given to us, the Balance 
Sheet and Profit and Loss Account together with the notes thereon give the information required by the Com¬ 
panies Act, 1956, as amended in the manner so required for Banking Companies and on such basis the said 
Balance Sheet gives a true and fair view of the state of affairs of the Indian Branches of the Bank as at 31 March, 
1992 and the Profit and Loss Account gives a true and fair view, of the Profits of the Indian Branches of 
the Bank for the year ended 31 March, 1992. 

Sd/- 

P. N. GHATALIA 
Partner 

for and on behalf of 
PRICE WATERHOUSE 
Chartered Accountants 

Place: Bombay 
Date: May 12, 1992. 
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NIRA) 

NIRAJ PETROCHEMICALS LIMITED 

Regd. Office : 6-3-883/6/D, II Floor, Purijagutla, Hyderabad - 500 482 

Offer of 1,05,47,400 Equity Shares of Rs. 10/- each for cash at par aggregating Rs. 1054.74 lakhs 
on rights basis to existing Shareholders of the Company and 5,27,370 Equity Shares of Rs.10/- 
each for cash at par to the employees (including Indian Working Directors)/workers of the 
Company aggregating to Rs. 52,73,700. 



In the event of the issue being oversubscribed the Company intends to retain 15% ot the nominal value of the issue 
as noted by the Controller ot Capital Issues (CCI) vide then letter No R 354/4/CCI/92 dated 22 05 92 


If the Company does not receive Ihe minimum subscription of 90% of the Rights Issue amount thi* .-ril'ir subs, nation w.'t be refunded I i hr* jppr.. .ints 
within 90 days from the date of closure of this issue If theie is detay in refund of su« h arm unt by more ih in !<> d.iys the Company .ba i pay 
interest at the rale of 15% per annum for the delayed period 


Lead Manager to the Issue 

* ^ industrial Developmertf 
Bank of India 

SmBF Merchant Banking Divisor 
IDB1 Tower, 

Cuffe Parade, 

Bombay 400 005 


Bank of Baroda 

MrttMnt Banking Ikvisioii 
S»0 C P Rtjmn'.v.nniy R mJ 

Aiwaipet Math as SIX) O'' 


-Co M.tn.ijr-rs of the Issue — 

1 L The Vysvi Bank . 

,5a\!I 

1 1 Hoad 

k i ii <J**(Atnd 1 'V, i-'i 3 


. Thf Kirui Vy»y« 
) Bank Lid 
' 5ai Chambwa, 
Mas.|K5 BundW, 
Mancfvi, 

Bombay 400 009 


-Registrars to the Issue — 

Karvy Consultant a (P) Ud 
mk #>1*68/3, Satfabad, 

*T?f a Hyderabad 500 004 


^Indbank 


(Wholly owned subf.idiaty 
ol Indian Bank) 

UngApure La Buikfe 
F*may.i1hn,ig.ii 
Hyderabad 500 00 .' 


Apple lndustr.es Ud 

B t Vs.nch.nvl Mi'isam 
M.i.lamc C-inia fuvd 
L.4 B.mt'v 400 0_»‘> 


W wawta ) 

601 Rahqa Cota. 

Naum an Pont, | 

Bombay 400 021 


Primed by Krishna Raj al Modern Arcs and Industries, 151, A-Z Industrial Estate, Ganpairao Kadani Mary, (o«u I'm I inlus 40ti <>t: 
and published by him for Sameeksha TVust from Hitkari House, 284, Shahid Bhagaismgli Road, Bomb,i> 4un 018 
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Is that Vvh.tl you see m the picture is the Bombay skyline .mil the Bnrivih Express i iiustng 

.it the speed ol .m .nrcr.ill 

I / the I'Uin left Chunh^ntc Shition nine v ciontls a, go, it will cirritv tit 
y-i ■pv^ O -t"* IJ r\ 1 t llorwiU nine minutes from now i-antasy'Not quite 
^ 011 111 Icll 1 X 0X111L file technology hit this is already here in the hands of ABB This 


A A AAA '' The technology lot this is ahead) here in the hands of ABB This 

tec hn'ill >gv has vvoiked wonders in Ftirope a here ABB s inten t/y warns re.it h speeds i >1 

in tlrp rlictnurp? kmph 

111 Ll iv VXIOXCXI lO- O. ABB's tilting train tei hnolngy has also woiked wonders in 
Sweden, where ABB was calleil upon to install ti.tins on existing inuks i apahle ol 
travelling it)".. faster over turves. Soon ABB locomotives will shuttle across the Turn 
tunnel, the underwater link between Kngland and Trance 

ABB has vast global resources that it now plates at India's command 
ABB is no stranger to India Its technology is already at work in the Indian 
Railways Kvery diesel and electric locomotive running ttxlay has vital equipment supplied 
by ABB l ap t hangers, turbo chargers, single phase AC breaker-, apart Iron) sophisticated 
signalling equipment along the track Six locomotives have Ix-cn spot tally designed by 
ABB to run on existing tr.u ks 

This is only the beginning ABB has a substantial role to play as India steps into the 
21st r i ntury 

World Irader in Electrical Engineering 


Asea Brown Boveri Ltd 
Communications Dept 
Sena Towers 
71, Miller Road 
Bangalore - 560 052. 
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1 REHABILITATING TORTURE SURVIVORS: PHILIPPINE EXPERIENCE 

i ECONOMIC POLICY MEMORANDUM: 
ALL ARITHMETIC LITTLE ECONOMICS 

? FAMILY COURTS: A CRITIQUE 

RUSSIA'S BIG BANG ENTRY' INTO IMF 

" BLOATED CALCUTTA MUNICIPAL 
CORPORATION 

^ PLANTERS' LOBBY IN LATE 19TH 
CENTURY TRAVANCORE 


MAKING OP A PAYMENTS CRISIS: INDIA 1991 








Now even she can share 
in the prosperity of the share market. 
Thanks to Unit Trust. 


Most small savers dream ot stoking it rich it's no wonder Unit Taist's popularity has 

on the share market. What holds them hack is been rising spectacularly, dins year, the number 
the small size of their savings The risks involved, of Unit holders crossed one crore. 35 lakh 
And a lack of confidence in their own financial investors were added in the last year alone. Most 
skills. So they keep away from the share market. of these are small savers. They come from every 

Unit Trust has given them confidence P art of the country. They come from every walk 

India's first mutual fund, Unit Trust pools l,f life-They have different needs, different dreams, 

together the resources of small investors It uses But they share the same abiding confidence 

the skills of its financial experts to invest these in Unit Tmst. Living up to this confidence is 

funds on the share market. The result is high what keeps us going. And growing, 

returns tor the small saver. Year after year. The 

Tmst, which has not missed a single dividend in fill UNIT TRUST OF INDIA 

all its 27 years, has just announced a record \j MM ;) At the service of One Crore Unit holders, 

dividend of 19.5%. 
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Beyond the Fiscal 

The origin of the recurrent pressure on the balance of payments in 
India can be traced to a structural feature of the economy, namely, 
the decay of total factor productivity in India's industry. While 
- attempts to contain the fiscal deficit are no doubt necessary, they 
cannot hr sufficient and the government cannot afford to 
Withdraw'from playing a key role in the economy. 1741 

jrevention of torture and political violence and the 
Lfrjh^fRlitation of survivors must form part of progressive movements 
soc ial change The Philippines experience. 17SS 

As political turbulence increases in India forfeiture of life and 
liberty is likely to become more arbitrary and ruthless. Cases of 
torture in custody, deaths and rape continue unabated. And yet 
there are enough provisions in the Code of Criminal Procedure to 
reduce human rights violations considerably, if only there were 
strict compliance 1718 

Carefully collected evidence reveals the extensive abuse of human 
rights in Assam by the army and paramilitary forces. The state has 
responded by arresting those who put together these reports on 
the grounds that they pose a 'threat’ to the country. 1723 


Private Exit 

A once profitable company has 
been systematically dismantled, 
declared ‘sick’, allowed to be taken 
over on the promise of 
rehabilitation, and is now 
implementing its own version 
of an ‘exit policy’. 1724 

Shut In, Again? 

The Family Courts Act passed in 
response to the demands of the 
women's movement in essence 
shifts the adjudication of 
matrimonial issues from the putvic 
to the private sphere. Is this 
indeed what the movement 
sought? 1735 

Planters' Punch 

The policy of the colonial 
government towards plantations in 
the 1860s in Travancore primarily 
provided an opportunity for the 
expansion of European enterprise. 
What were its implications for 
the state treasury and for 
employment? 1747 


Lost Opportunity 

The textile ministry stands severely 
indicted for losing a good 
opportunity to earn foreign 
exchange through export of cotton 
when availability of cotton was fai 
in excess of the domestic textile 
industry's needs and conditions in 
the international market were 
much less unfavourable than 
they are at present. 1707 


Death Watch 

The government of India's 
memorandum of economic policies 
for 1992-93 submitted to the IMF 
reflects the government's 
desperation. The much-heralded 
‘supply responses’ show no signs 
of materialising and foreign 
investors are still wailing 
and watching. 1715 


Creditworthy? 


Russia’s entry into the IMF will 
open many doors hi the west, but 
Yeltsin make his promises 
suck? 1728 

Minorities 

Reflecting the BJP's denial of India's 
composite culture and plural 
society, the BJP government in UP 
has abolished the state’s Minorities 
Commission and appointed in 
its place a Human Rights 
Commission. 1717 


Secular Decline 

The Left Front won again in the 
Calcutta Corporation elections, 
but this is unlikely to make any 
difference to Ihe crippling 
inefficiencies in us 
functioning. 1721 

External Support 

If George Bush needs support he 
should use his emergency powers 
to admit to the US the reportedly 
two million Indians waiting 
for (his tryst with destiny. 1713 






LETTERS IT) EDITOR 


Left Front in West Bengal 

AFTER going through Calcutta Diary of 
AM and ‘Competition in Low Politics' by 
Ajit Roy in the same issue of EPW (June 
13-20), one wonders whether AM writes his 
diary from Calcutta or from somewhere else 
There is not the slightest reference in AM's 
diary to the sordid happenings of Calcutta 
narrated by Ajit Roy Nor is there any men¬ 
tion of the incident leading to the induction 
of a new Police Commissioner and ouster 
of his predecessor though AM informs the 
readers of the EPW that Calcutta has a new 
police commissioner 

AM appears to be a sell appointed 
salesman of CPI(M) and the ruling left 
Front government dominated by it. He is out 
to sell a clean image of the party and the 
government to the readers of EPW outside 
Wfest Bengal Happenings in Calcutta dur¬ 
ing the assembly by-election or the incident 
leading to the shuffling of top city police 
officers go against his sales-talk That is why 
AM is absolutely reticent about such in¬ 
cidents. Ajit Roy has given an account of 
the sordid happenings m the wake of 
Calcutta by election let me narrate the 
incident leading to the induction of a new 
police commissioner foi the benefit of the 
readers of EPW outside West Bengal so that 
they can realise the reason of AM’s reticence 
When Satyajit Ray expired, he was accorded 
a state funeral by the government of West 
Bengal The state funeral was arranged at 
a south Calcutta crematorium Almost the 
entire West Bengal cabinet, CPI(M) leaders, 
VIPs from different walks of hie, top civil 
servants and police officials, the enure press 
corps including 1V crew thronged the 
crematorium which was cordoned off by the 
police. While the entire gathering was 
waiting in solemn silence for the cremation 
to be over, an inebnaied local tough forced 
his way through the police cordon inside the 
crematorium and created a row. He abused 
the ministers, a CPI(M) leader of south 
Calcutta and threw blows at a joint commis¬ 
sioner of Calcutta police. When the fellow 
was being arrested by the police, he 
demanded the presence of ‘Saha-da’, mean 
ing B K Saha, the then police commissioner, 
to intervene and save him The incident was 
widely reported in the local press and it was 
further reported that the fellow was a known 
criminal of the locality withtseveral criminal 
charges against him The incident gave 
credence to the oft-repeated and always 
denied allegation of police-cnminal proximi¬ 
ty. It showed how a wanted criminal can be 
so chummy and/or nonchalant as to call the 
police commissioner in personal terms in 
public The incident smeared the supposedly 
clean ‘image’ of IjcO From government So 
the incumbent police commissioner had to 
go on 'promotion', yielding place lo a new 
one who flaunls a poriraii of Unin in Ins 
drawing-room! 

AM in his diary expresses his righteous 


indignation against a premier Bengali daily 
for us anti-Uft Front stand. But the ques¬ 
tion is, how left is the Left Front and its 
dominant partner, the C’PI(M)? In West 
Bengal, anyone who is not hoping for a 
CPI(M) ticket in the next election can see 
for himself how the top echelons of the 
OPI(M) are assiduously wooing the big 
capitalist and NRIs, the middle echelons are 
hobnobbing with promoters, builders, con¬ 
tractors and the lower echelons are nurtur¬ 
ing ami-social elements in their ranks. 
Morality has, indeed, gone to bla/cs. Money¬ 
making and power-mongering has become 
the be all and end all of the existence of the 
CPI(M) and its functionaries. The material 
ptosperity and arrogance of the CPI(M) and 
its functionaries at all level bear ample 
testimony to this stale of affairs in West 
Bengal. But AM looks away from it all and 
instead rails against the Bengali daily for its 
comments on the portrait of Unin in the 
office ol the top city cop. 

A Chatter iff 

Calcutta. 

Ambedkar and Gita 

FRKF. thinkers and rationalists would great¬ 
ly benefit from reading Nahni Pandit's 
'Ambedkar and the Bhagwal Gila' (May 
16-23) which is based on the unpublished 
studies of Ambedkar who resolved to leave 
Hinduism as early as 1936 but actually did 
so and embraced Buddhism just two months 
before his dealh in 1956. 

Ambedkar's views about the Gila, and the 
Vedas, are contrary to the beliefs of many 
in ihe chaturvarnya group of Aryan Hindus 
(brahman, kshatnya. vysia, shudra) referred 
to in the Gila. That group accounts for less 
than 15 per cent of the Indian population 
(about 12? million people), yet it seems to 
H' authoritatively for Indians as a whole. 
:i '.viis, manages and edits mainstream 
med a Articles like Nahm Pandit's on the 


Gila appearing in EPW have little chance of 
being published in other journals. 

There has been just one comment on that 
article in EPW so far by P Bhattacharya 
(June 27) who is vehement in his criticism 
on the references to the Rig Veda, but it is 
significant that the main topic of the Gila 
was not the target of his vehemence. 
Even Swami Dayan and, referred to by 
Bhattacharya, who accepted the authority 
of the Vedas, discarded as spurious those 
portions which seemed absurd. Gandhiji 
who revered the Gila and supported chatur¬ 
varnya observed once that Gita as part of 
the Mtihabharaia appeared to him as a con¬ 
coction. He had characterised Ambedkar as 
a serious critic of Hindu scriptures, not to 
be taken lightly. 

The Vedas are infallible, matters of faith, 
to many Aryan chaturvarnya Hindus. They 
are not quite so to many among the vast 
numbers of 65 per cent of the Indian 
population (about 549 million people) of the 
so-called backward classes and untouchables 
in the pre-Aryan group reckoned as Hindus 
in census calculations. Bhattacharya’s 
criticism of Pandit as irresponsible and 
cavalier is misplaced. If he would re-read 
that article, he would not fail to notice that 
only the last paragraph contains Pandit's 
own views, the rest is a summary of 
Ambedkar’s findings based on Gautam 
Buddha’s vision and Indian history. His 
recommendation that the author might do 
well to refer to works of Sri Aurobindo and 
Swami Dayanand may as well be bounced 
back to him. If Ambedkar and his writings 
are both untouchable to Bhattacharya, he 
may make a holy turn to other select 
readings on the awakening of Gautam 
Buddha who was born as an Aryan Hindu 
brahmin, but got disgusted with brahminism 
and the authority of the Vedas which he 
repudiated outright. 

P P Lakshman 

New York 
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No Conflict of Interest 


T HE person whom the government in its wisdom had 
chosen to preside over the privatisation of public 
sector units has now been forced to leave the Planning 
Commission, of which he was a member. He has since 
been arrested on grave charges of financial malfeasance. 
The law will of course take its own course, and the fate 
of the former member of the Planning Commission will 
be decided in some manner or the other. But are not there 
certain other ramifications of the episode which deserve 
a closer look? 

Privatisation of the public sectoi, supposedly ridden by 
inefficiency and losses, is not as simple a matter as it 
sounds. Even a child can perceive that it would be diffi¬ 
cult to sell the equity of loss-making public undertakings. 
One uses the expression 'difficult’ and not ‘impossible’ 
in this context, for, given the lure of high-value real estate 
even chronically sick public unhs have at their command, 
a speculator, with enough backing of resources and will¬ 
ing to bide his time, may be interested in the shares of 
such units too. But good scrips, from the point of view 
of private buyers, are obviously to be preferred to bad 
ones. Next to the Oil and Natural Gas Commission, the 
outstanding success story in the country’s public sector 
is that of the Steel Authority of India. Buyers would 
therefore be keen to lay their hands on its scrips. Why 
an official committee should consider selling these scrips 
as a priority item on its agenda is a more difficult ques¬ 
tion to answer. 

"To add further spice to the tale, the then-incumbeni- 
now-former member of the Planning Commission, 
designated to supervise this holy act of dismantling state 
socialism, was for long years chairman of SAIL, and was 
thus privy to how much gravy could flow from its equity. 
The procedure selected for getting rid of the shares of 
public enterprises was a grammarian’s delight. The official 
committee, chaired by the venerable member of the Plan¬ 
ning Commission, decided which public undertakings to 
target and what proportion of their equity to dispose of. 
Once the basic decision was taken, the shares were placed 
in the care of one of the mutual funds spawned by the 
nationalised banks and the mutual fund chosen called in 
their pet dealers to effect the actual sale. The dealers, as 
everybody knows, act as intermediaries for both sellers 
and buyers. So it is only natural that what they are asked 
to sell they sell to their favourite buyers. In the case of 
the transaction involving SAIL shares, while the outward 


garb was that of a governmental operation, in its essence 
it was very much a private affair. The shares were not 
resgistered with the stock exchanges; therefore there was 
no official price quoted for them. Suppose the chairman 
of the disinvestment committee happened to be the chum 
of a particular dealer; also suppose the chairman of the 
nationalised bank whose mutual funds unit handled the 
transaction was a chum of both the the chairman of the 
disinvestment committee and the particular dealer; and 
suppose, finally, all three of them were chummy with the 
prospective buyer. There would then be no conflict of in¬ 
terest all along the line; all interests would converge, the 
deal would be put through, and each one of the parties 
would live happily ever after. Since the shares were not 
listed on the exchanges, the mutual funds unit and the 
dealer could always claim to have used their discretion 
in settling the price at which to dispose of them. The 
minister of state in charge of industry did not need to bat 
his eye before informing parliament that as there were no 
market prices for SAIL shares, for somebody to suggest 
that the shares had been sold off at less than their market 
price was a bit of a non sequitur. 

The minister was however in detpei waters when an 
obstreperous MP wanted to know the exact price at which 
the SAIL scrips of the face value of Rs 10 each had been 
sold. He did not answer this supplementary question. The 
end of the question hour sated him, but his obvious 
discomfiture revealed the truth: SAIL, shares had been 
disposed of at ridiculously low prices. The public sector’s 
loss is the private sector’s gain. That aftei all is how so 
many loss-making public sector units have come to be 
created in the first place. 

Leave out the others, in prison and out of prison, in¬ 
volved in this murky affair. Where does it however leave 
the finance minister? He is without question the leader 
of the band playing the privatisation music. The manner 
in which the actual disposition of the shares of the public 
sector units has been taking place is therefore very much 
his direct concern. There is scope here for only two for¬ 
mulations. Either he did not care to know how the shares 
of SAIL and other public sector units were being dispos¬ 
ed of and was totally in the dark whether the transactions 
were resulting in heavy losses for the government. The 
only possible alternative hypothesis can be that he knew 
everything about the hanky-panky that was going on, but 
chose to keep quiet. 
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CONGRESS 

Outsido Help 

ALL is apparently well in the higher 
echelons of the Congress. The power 
struggle is being conducted with due cir¬ 
cumspection. Pushed on the defensive by 
the mileage that the prime minister 
managed to extract from the recent 
developments, Arjun Singh has had to 
turn to new devices to retain his status as 
a locus of powei in party. No sooner had 
the VHP agreed to postpone construction 
at Ayodhya, Arjun Singh made a veiled 
attack on the manner in which the situa¬ 
tion had been deali with at a meeting of 
the Congress parliamentary party. In the 
same vein came a letter 10 Narasimha Rao 
crony and AICC mernbei Jitendra Prasad 
which was simultaneously released to 
some 3,000 partyinen. Kihaps the human 
resource development minister was less 
interested in a showdown with the prime 
minister than in pieparing the ground for 
future conflict and gauging the balance 
of forces within the party. 

On both counts his purpose has been 
served. On current evaluation it does ap¬ 
pear that in the medium term Ayodhya 
will he the only substantive issue distin¬ 
guishing the Congress from the BJP. 
Arjun Singh is evidently constructing a 
platform for himself in anticipation of 
such a contingency. But even as he stresses 
the secular theme an undercurrent that 
his lofty verbiage does not conceal is the 
north-south divide that he is working on 
His letter to Jitendra Prasad makes 
pointed references to the ‘needs', ‘han¬ 
dicaps’ and'vicissitudes' ol Congressmen 
in the 'north of the country’ where the 
‘BJP has a base’ and more significantly 
where 'the BJP and o'her opposition par¬ 
ties are in government’ W hether or not 
the ploy works remains to be seen but cer¬ 
tainly an attempt is under way to rally the 
north Indian Congressmen to his lause by 
seeking to present a connection between 
the derelict state of the party in MP and 
UP and the softlme on the BJP that 
Narasimha Rao has adopted. 

The response that Arjun Singh’s 
manoeuvres elicited has been along very 
predictable and typically Congress lines. 
Since the HRD minister refrained from 
naming the prime minister the latter was 
equally indirect Instead Aijun Singh’s let¬ 
ter drew' a serie> ol attacks by various 
Congressmen, all from the north. First in 
the fray was Rajcsh Pilot, soon followed 
by the likes of R K Dhawan. Beant Singh, 
Bhajan Singh and a few others. None of 
those who jumped to the prime minister's 
defence has any standing in his own right. 
Significantly the more important party 
functionaries chose not to make public 
their stance Even more significantly 
Beam Singh's denunciation was explicit in 
claiming that Arjun Singh’s main interest 
was in diverting attention from the 
C'hurhat scandal Sharad Pawar, recently 


felled by similar adverse publicity 
concerning the Bombay high court’s stric¬ 
tures on improper allotment of land in 
Bombay, has chosen to maintain a low 
profile. Though the campaign against 
Arjun Singh seemingly conveys the impres¬ 
sion (hat the balance favours Narasimha 
Rao there is still no indication of where 
the people who matter stand. The prime 
minister's reluctance to call a meeting of 
the CWC to discuss Arjun Singh’s letter 
may have its own story to tell. 

But if developments within the Con¬ 
gress have not in any real sense con¬ 
solidated Narasimha Rao’s hold on the 
party, developments outside the Congress 
have certainly made things much easier 
lor him In fact these developments have 
been so much to his convenience that it 
justifies the suspicion that he has in some 
way been involved in engineering them. 
The Janata Dal has for some time now 
been afflicted by internal differences. 
Those who were unable to make their exit 
from the party in time on the occasion of 
the first split in 1990 have resorted to all 
manner of tricks to invite expulsion The 
party high command obliged, but in 
stages. Thus, on January 6 the speaker 
allotted separate seats for four expelled 
Janata Dal members—Ajit Singh, Rashid 
Max cod, Satpal Singh Yadav and Harpal 
Panwar. On July 20 four more were ex¬ 
pelled from the party and the speaker duly 
allotted them separate seats on August 6. 
Again on July 17 four more seemed to at¬ 
tract disqualification under the tenth 
schedule of the Constitution for defying 
the party whip. But curiously on August 
6 these 12 were part of a group of 20 
which submitted a memorandum to the 
speaker on August 6 demanding that they 
be treated as a separate party since they 
constitute a third of the original Janata 
Dal's parliamentary strength of 59. Leave 
alone all the grey and ambiguous areas in 
the tenth schedule, even its clear-cut and 
non-controvcrsial aspects cannot com¬ 
prehend such a claim. Janata Dal leader¬ 
ship is now more preoccupied with con¬ 
testing the speaker’s ruling than in, for 
instance, attacking the ruling party’s at¬ 
tempts to pack the Joint Parliamentary 
Committee to probe the stock scam. At 
another level the new group that has been 
described as a ‘second secular front’ will 
be induced, doubtless at a price, to sup¬ 
port the prime minister. In the process the 
likes of Sharad Pawar and Arjun Singh 
will be even more hard pul to arrange their 
hoped for realignments within the 
Congress. 

PHARMACEUTICALS 

Crying Wolf 

THE vitamin C drama being enacted over 
the last couple of months is instructive for 
several reasons. It reveals the tactics used 
by drug companies, Indian and MNCs 
which act in combination to pressurise the 


government to succumb to their demands. 

Vitamin C formulations and bulk drug, 
falls under price control. There are only 
two drug producers, Sarabhais and Jayant 
Vitamins, both of which are wholly- 
owned Indian companies. Major for- 
mulators are MNC companies like Glaxo, 
Pfizer, Abott Laboratories and Roche. 
Since about the beginning of this year the 
industry has been making complaints 
about the unviability of producing 
vitamin C, both formulations and bulk, at 
government controlled prices. Sometime 
in May there was an acute shortage of 
vitamin C products, because df bulk drug 
shortage. Formulators complained that 
bulk producers had not only deliberately 
cut production but had formed a cartel 
to force consumer industries to pay un¬ 
official prices either directly or through 
a broker for the bulk drug. They had also 
resorted to reclassifying the bulk as food- 
grade ascorbic add or sorbitol and sell¬ 
ing it at a premium to food and beverage 
industry thus taking advantage of the rise 
in demand in this sector in the summer, 
"together with this, bulk producers had cut 
production from 987 tonnes in 1989-90 
(against an installed capacity of 1,060 ton¬ 
nes) to not more than 600 tonnes. 

The MNCs sought imports of the drug 
presumably from their parent companies 
to make up the shortfall. In response to 
this, the ministry of chemicals and fer¬ 
tilisers decided to allow a one-time import 
of the drug at lower import duty. Vitamin 
C bulk imports are not banned but attract 
a high duty as a measure of protection to 
indigenous manufacturers. It also refer¬ 
red the matter to the Board of Industrial 
Costs and Prices to inquire into allega¬ 
tions of profiteering. The bulk manufac¬ 
turers admitted to lowering production 
because of unremunerative prices. In the 
first week of July, on the recommenda¬ 
tions of the BICP, the ministry allowed 
a price increase for the third time since 
J jary adding up to a total 64 per cent 
price hike and officially allowed the 
sale of food-grade material to non- 
pharmaceutical producers at market 
determined prices. On persistent represen¬ 
tation from formulators that unrcmunera- 
tive prices were causing shut down of cer¬ 
tain product lines thus rendering labour 
unutilised, besides creating a shortage, the 
government raised formulation prices in 
the third week of July. 

By the beginning of August the crisis 
was over: the two bulk manufacturers had 
promised to raise productions and for¬ 
mulators had restarted idle lines, with 
both the Indian companies and the MNCs 
getting what they wanted. Only the con¬ 
sumers are left to pay higher prices, if they 
choose to buy vitamin C products. What 
is interesting is that this series of well- 
orchestrated moves and counter moves is 
not unique to the vitamin C production 
but is being played out in many others, 
even though the actors are not as clearly 
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daiwd^Ewy ucic used bythc Indian 
sector is an old trick in ihe MNC book. 

Curiously at no time did the govern¬ 
ment consider reviewing the range of 
vitamin C formulations being produced. 
According to the WHO list of essential 
drugs, vitamin C is necessary in a single¬ 
ingredient compound of SO mg. Any 
number of experts will today point out the 
irrelevance of multivitamin products and 
studies by qualified experts in the field 
have shown that therapeutic high-dose 
multivitamin combinations such as 
Becosules, Surbex-T, Redoxon are not only 
ineffective but inappropriate. This is 
because specific vitamin deficiencies are 
best treated by single ingredient products 
which deliver the drug in sufficient quan¬ 
tities. Consumption of unnecessary 
vitamins is not prophylactic because exces 
vitamins cannot be stored in the body but 
are simply expelled. In addition deficien¬ 
cies of vitamins, which are generally 
available in sufficient quantities in foods, 
are more likely among those who can 
hardly afford to buy Becosules Surbex-T 
or even inultivits. The consumption of 
vitamin C for treatment of colds is again 
a questionable usage and has not been 
proven, neither for that matter is the 
vitamin an essential component of 
antibiotic or analgesic preparations. A 
rational study of vitamin C' products 
would probably have shown ever, the 
below par production of the bulk drug to 
be in excess of the real need. 

PATENTS 

US Rewriting the Rules 

Vinod Vyasulu writes: 

THE DDT—the Draft Dunkel Text -on 
Intellectual Property Rights, which has 
been extensively debated in India, is the 
biggest enemy of the free market to have 
emerged from the west. It may be said to 
be a bigger enemy than Karl Marx and the 
now-defunct socialist regimes of Europe. 
This may sound puzzling; after all, the 
draft has been penned by the director- 
general of the Geneva-based General 
Agreement on Thriffs and Trade, that 
champion of free trade 

Free trade in economic theory maxi¬ 
mises welfare not in all circumstances but 
when several pre-conditions are met. One 
of thcie is access of all parties con¬ 
cerned to information and knowledge— 
especially knowledge that can be used 
commercially, called technology. 

According to one of the great economic 
scholars of this century, Joseph Schum¬ 
peter, when a firm is in business it can 
expand its market and its profits by 
innovation—that is, by a new way of 
making the same product, thus reducing 
costs, Or by introducing new products, 
which enable it to establish a lead in the 
market. In time its innovations will be 
copied, others will enter the market, and 


itiadvantage gets whittled away as the im¬ 
itators fight for a share of the market. The 
advantage passes to those who come up 
with the next innovation. Thus, innova¬ 
tion is critical; and in order to stay 
ahead, firms invest in innovation. This is 
Research and Development. Properly 
managed, R and D will give it innovations 
that will keep it ahead of its rivals in the 
competitive market place This is set at the 
heart of capitalism's dynamism, it also 
leads to cycles of prosperity and depres¬ 
sion. This Schumpeter called the pulse 
beat of a healthy capitalism. 

One of the products that a firm can sell 
is its technology. If other firms think it 
is cheaper to buy such technology rather 
than undertake the research themselves, 
they will buy it at a price. And a firm with 
technology, knowing that if it refuses to 
sell or jacks up the price too high others 
will be propelled to make the invention for 
themselves, has an incentive to sell. 

But all this is in a competitive market. 
The world has rarely seen such a market. 
Certainly the economy of the US, is not 
a free market; ii is controlled by large 
firms and may be described as oligopolist 
or monopoly capitalist. And increasingly 
the US is finding itself the loser in world 
competition it cannot make electronic 
goods as cheaply as Japan, cars as cheaply 
as Korea, engineering goods as cheaply as 
Germany, drugs/chemicals as cheaply as 
Switzerland, garments as cheaply as 
Thailand—the list of what the US cannot 
do competitively is a long one. 

And since it cannot compete in ihe 
world market place, the US is trying to 
rewrite the rules It can do this as the sole 
superpower. The DDT makes knowledge 
a product that ts owned by a ‘right 
holder—a person or firm, who has only 
rights and no obligations. In this, it dif¬ 
fers radically from currently existing 
patent laws of many countries—cc .amly 
from that of India, which many develop 
ing countries consider an ideal piece of 
legislation. I hese rights include the right 
to prevent anyone else from using the 
knowledge; it includes the right to prevent 
anyone from doing research to re-invent 
the knowledge even from first principles. 
Thus, it cuts off all competition. What 
Schumpeter has shown to be the motive 
force of capitalist accumulation is to be 
removed from the legitimate arena of 
competition, leaving the US supreme. 

The DDT reverses normal legal pro¬ 
cedures chat deem a person innocent till 
proven guilty. In the DDT', a rights holder 
has only to accuse someone of violating 
his rights, and state he has made 
reasonable efforts to find out details; and 
then it is up to the accused to prove his 
innocence. This violates the spirit of the 
US Constitution .itself. And it takes 
something to offend the US Constitution 
which is so broad-minded that it permits 
kidnapping of people in their own coun¬ 


tries for accusations of crimes in the US, 
even when extradition treaties exist. 

For the US political establishment all 
humans are equal, but Americans are 
more equal than the others. American 
jobs must be protected at all costs, jobs 
elsewhere do not matter. American firms 
must be protected at all costs, competi¬ 
tion does not matter. And American trade 
must be protected at all costs. Hence 
Super 301, Special 301 and now the DDT. 

The irony is that anti-market forces are 
appearing from the bastion of the free 
market. In fact, this is precisely what 
Marx had predicted would happen. The 
dialectics ol this needs deeper enquiry. 

THE POLICE 

No Help for Victims 

STATE governments in India, whetlier run 
by the Congress or the Janata, the Left 
or the Right, have always resisted attempts 
by victims of police misconduct to 
establish their right to compensation. In 
this context, a recent judgment of the 
Calcutta high court should have far- 
reaching implications in binding state 
governments to henceforth compensate 
victims of torture in police lock-ups. 

Delivering his judgment on a bunch of 
writ petitions on the condition of arrested 
persons in West Bengal submitted by 
the Association for the Protection of 
Democratic Rights, Justice Dilip Kumar 
Basu directed the state government to pay 
Rs 1,00,000 to the family of anyone dy¬ 
ing in police custody, Rs 50,000 to any 
woman raped there and Rs 25,000 to any 
victim of severe torture. The judge has 
also directed the police, every time they 
arrest a person, to supply a 'custody 
memo' to the nearest kin of the arrested 
person, or to anyone known to him. This 
will prevent the police from concealing il- 

gal arrests and later disposing of (he 
bocy of the arrested person after killing 
him. a not unusual practice in West 
Bengal as well as many other states. 

Although the judgment needs to be 
welcomed, and efforts to obtain similar 
court orders should be made in other 
states loo, to make such orders effective 
a host of bureaucratic hurdles have to be 
removed first. In individual cases in the 
past, courts had awarded compensation 
to victims, but the latter have found it 
extremely difficult to recover the money 
from the authorities. Typical is the case 
of a young school-teacher of Thmil Nadu 
who was gang-raped by policemen in July 
1988 and, following a public interest peti¬ 
tion in the Supreme Court, was awarded 
Rs 20,000 as interim compensation and 
asked to claim further compensation once 
the trial of the guilty policemen was over. 
But she could not do so, since even after 
two years the charges against the police 
were yet to be drawn up and numerous 
hearings had been adjourned. By then she 
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had spent Rs 40,000 on medical treatment 
alone, twice the sum the Supreme Court 
had awarded her. 

Relatives of people killed in police 
custody find it particularly difficult to ob 
tain compensation. The police usually 
being the only witnesses (who deny any 
torture), it is hard for the victim to prove 
torture. Besides, the authorities have 
granted immunity to the police by claim¬ 
ing that the state is not liable for the acts 
of its officers when discharging ‘sovereign 
functions'. Incidentally, the 1956 lav. 
Commission had recommended that stale 
liability should be the rule and ‘sovereign 
immunity' the exception Yei the Indian 
government made an express reservation 
to Article 9 of the International Conven¬ 
tion on Civil and Political Rights, when 
signing the convention, stating, that “there 
is no enforceable right to compensation 
for persons claiming to be victims of 
unlawful arresi or detention against the 
state”. As a result, the Indian couits tend 
to dismiss demands for compensation by 
victims of police high handedness. 
Amnesty International’s survey of 415 
cases of deaths in custody in India showed 
that compensation was oidered hv the 
courts in only 12 cases In only six ol 
these, is any actual pavmcnt known to 
have been made. 

SOUTH AFRICA 

Popular Mood against 
Talks 

THE mass action progianune by the 
African National Congress in association 
with the Congress of South African Trade 
Unions (COSATU) and the South African 
Communist Party which began in June 
came to an end last week with a massive 
rally in Pretoria, rejiorted to be among die 
biggest turnouts ever The campaign 
signalled the people’s determination to 
oust the minority government and was a 
useful show of strength and gave Nelson 
Mandela the platfort i necessary to stick 
to the boycott of the CODESA) process 
unless the de Klerk government met the 
ANC demands. These demands spelt out 
last month when the ANC broke off 
discussions with the government accusing 
it of aiding the deteriorating social situa¬ 
tion include: an interim government, a 
one-person-one-vote election of a consti¬ 
tuent assembly, and concrete steps to end 
violence and better controls over the state 
security forces. The ANC has also called 
for an international inquiry into the 
Boipatong massacre after the Goldstone 
commission found the government and its 
security forces blameless. 

Mandela, it may be recalled, had also 
sought UN intervention late last month 
when he broke off negotiations. Delibera¬ 
tions in the .Security Council resulted in 


a UN special envoy, Cyrus Vance, being 
sent to reinitiate the peace process. 
Significantly, de Klerk announced a 
packet of concessions on the eve of the 
Security Council meeting which included 
the disbanding of the controversial 32nd 
battalion, restrictions on carrying arms in 
sensitive areas and tighter monitoring of 
migrant hostels which have become 
breeding grounds lor the largely Zulu 
Inkatha party. This clearly is not a suffi¬ 
cient package and was obviously an at- 
icinpi to seek tune But the UN presence 
also forced Mandela to reiterate the 
ANC’s commitment to a negotiated solu¬ 
tion, in the face of a vocal demand from 
ecijam sections to take to arms. In fact, 
this mood was a significant feature of the 
mass action programmes. 

In ihe meanwhile, there has been no 
scaling down ol the violence and ihe mass 
action programme claimed many victims. 
Even as ihe country was poised for the 
two day general strike, the final phase of 
ihe mass action campaign, 5,000 troops 
were sent into black townships ostensibly 
to keep ‘peace’. Ironically this came soon 
aftci the Goldstone commission inquiring 
into the police role in instigating and 
encouraging violence on the blacks had 
criticised police inaction in the numerous 
train killings of blacks. Over 300 people 
have died this way in the last two years. 
The euphoria which accompanied the 
release of Mandela and subsequently the 
opening of negotiations has been replac¬ 
ed by a sense of hopelessness and fear 
which is only compounded by the massive 
unemployment and the deteriorating 
economy. In the circumstances, the ANC 
leadership will find it difficult to revive 
the talks with the government, no matter 
what the exierna! pressures. The white 
minority government’s proposal to give a 
blanket amnesty for all members of the 
security foi.es even as evidence is ac- 
ci.m-dtting on the involvement of the 
Police m ■ u.i'erne on blacks and ANC 
supporters is hardly likely to improve the 
atmosphere. As the ANC has pointed out, 
such a decision can be made only by a 
future multi-racial government. 

It is curious, therefore, that the militant 
Pan Africanist Congress, a breakaway 
group of the ANC, should now decide to 
participate in discussions with the govern¬ 
ment after keeping out of the picture for 
over a year and a half. It has proposed a 
new forum with the disbanding of 
CODESA which it feels was flawed from 
the start. Indications are that the govern¬ 
ment has shown interest in the proposal. 
However, whatever the forum, the pro¬ 
blem still is that without a visible and 
sincere effort on the part of the govern¬ 
ment to curb the security forces and the 
Inkatha strom troopers, the mass of the 
people arc not likely to support moves to 
sit at the negotiating table with de Klerk's 
government. 


.. ■ i.i .■ . . . i .. . m nm Chi' 

TWENTY YEARS AGO 

EPW, Special Number, August 1972 
From AM’s Calcutta Diary: 

The Congress model for West Bengal 
has on the surface a charming simplici¬ 
ty: by hook or crook, keep the CPM 
ai bay for a few years; meanwhile, en¬ 
force industrial peace by encouraging 
trade union activity of a kind which 
will invariably lean for support on the 
government and the employers; ac¬ 
celerate the pace of industrial .invest¬ 
ment, by both persuading the tycoons 
and direct government outlays; ask the 
banks and other public financial in¬ 
stitutions to back the effort; in 
agriculture, while maintaining the 
radical stance on such issues as land 
reform, keep the jotedars happy by en¬ 
suring larger supplies of power, irriga¬ 
tion water as well as credit; in the 
political sphere, capture the non- 
ideological Naxalite rump and utilise 
their pathological hatred toward the 
CPM to attack and immobilise the in¬ 
termediate cadres of that party; 
Bangladesh being the emotional boo¬ 
ty it is, urge the newspapers to exploit 
the theme to the hilt for building an ap¬ 
propriate image of the prime minister. 

For the organised—or, shall one say, 
disorganised—opposition, the trauma 
following the poll last March is still on. 
The hapless leaders of the CPM did not 
even know what hit them: some yean 
hence, when, as the saying goes, 
‘perspective' is restored, perhaps Indira 
Gandhi’s Operation West Bengal would 
come to be regarded as a superior 
manifestation of statecraft than even 
Operation Bangladesh. In the battle for 
survival, conventional ethics has little 
place; you are in the fray of politics to 
capture power; power is for influenc¬ 
ing the structure of asset and income 
distribution in society; if you want to 
serve loyally your class interests, you 
therefore owe it to capture power 
through whatever means. A year ago, 
it looked most improbable that the 
CPM could be pul out in West Bengal 
through the assorted deus ex machina 
that were being bandied about, Sid- 
dhartha Sankar Ray included. Sugges¬ 
tions to the effect that you pick up four 
to five thousand activists of the party, 
and the CPM will be rendered ineffec¬ 
tive, were then being received with 
modest, and not-so-modest, scepticism. 
Render up to the Czarina what belongs 
to the Czarina; a tribute to Indira 
Gandhi's sagacity, her calculations, 
noer mind howsoever supplemented by 
other tactics, have come out as so dead 
right. Jyoti Basu should say: louche. 
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THE MARKETS 


COTTON 

Mill Lobby Scuttles Cotton Exports 

DPShinw 


THE cotton crop prospects have undergone 
a profound change following copious rains 
in all the cotton growing areas in the coun¬ 
try since about the beginning of the second 
week of July. Initial anxiety emanating from 
late and indifferent start of the monsoon has 
given way to optimism tinged with caution 
stemming from the unpredictable nature of 
the weather during the crucial weeks ahead. 
Since cotton fetched higher prices this sea¬ 
son than during 1990-91 till about the mid¬ 
dle of July and prices ruled substantially 
above the support prices there is no reason 
why the area under cotton should be less 
than in 1991-92 except in some isolated tracts 
in Maharashtra and Madhya Pradesh where 
sowings were hampered by adverse weather 
conditions. However, since cotton is culti¬ 
vated mainly under rain-fed conditions and 
there has been no significant breakthrough 
in dry farming, the final crop out-turn and 
the quality of cotton continue to depend on 
the pattern of rainfall distribution. 

Inquiries with a cross-section of know¬ 
ledgeable persons connected with the cotton 
economy indicate that the progress of the 
crop till now has been very satisfactory and 
that one could look forward to a crop of 
over 120 lakh bales even under not-so- 
favourable weather conditions. And if 
climatic conditions remain really congenial 
till harvest time, the 1992-93 crop may set 
a new record—exceeding the previous best 
figure of 133.30 lakh bales in 1989-90. 

Be that as it may, one has to wait till about 
the end of September for any worthwhile 
estimate of the crop. In view of the known 
deficiencies in the crop information system 
it is difficult to vouch for the correct supp¬ 
ly position even after the end of the season. 
‘This is amply borne out by the fact that even 
though the current season has only a few 
more days to go there is still no consensus 
about the size of the crop. Estimates vary 
from 116.3 lakh to 121 lakh bales (arrivals 
till August 10 are placed at 117.20 lakh 
bales). One has also to reckon with the varia¬ 
tions in the weight of cotton bales. This is 
not all. There exist considerable differences 
even in regard to cotton which is being im¬ 
ported under the advance licensing scheme, 
the figures mentioned vary from 1.3 lakh to 
3.3 lakh bales. Little wonder that there 
should be no consensus on the carryover 
stock at the and of the season (August 31) 
Estimates vary faro 32 lakh to 35 lakh bales. 

Uncertainty on the demand side is no less 
significant. On the latest reckoning, mill 
consumption of cotton during 1991-92 


(September-August) is unlikely to exceed 
101.5 lakh bales. That consumption should 
turn out to be some six lakh bales less than 
in the previous season must indeed be a 
source of great embarrassment to the Indian 
Cotton Mills’ Federation (ICMF)—the in¬ 
dustry's super watchdog—which had prq- 
jected mill consumption at 116 lakh bales, 
badly distorting the supply-demand position 
of cotton, presumably with a view to in¬ 
fluencing official thinking on export and im¬ 
port policy for cotton. One could, of course, 
argue that ICMF did not visualise that the 
recession the industry was going through 
would deepen the way it did, pushing an in¬ 
creasing number of units into the red. 

The textile industry had its margins severe¬ 
ly eroded by the rise in input costs without 
a commensurate rise in the prices realised 
from the sale of cloth and yarn. Composite 
units were the worst off. Because of their 
poor financial plight several mills were 
unable to fulfil their commitments to lift the 
cotton they had purchased on credit from 
the CCI and the Maharashtra federation 
which are still nursing stocks of ‘sold but 
not lifted’ cotton involving heavy carrying 
cost 

Going by the average monthly consum¬ 
ption—around 8.4$ lakh bales—the carry¬ 
over stock at the end of the season will be 
large enough to meet the industry’s cotton 
requirements for four months by which time 
new crop supply will be plentiful, any possi¬ 
ble delay in the crop movement notwithstan¬ 
ding. There is little to gain and much to lose 
by carrying a stock of 32-33 lakh bales at 
the end of the season. Export of a few lakh 
bales would not have affected the availability 
of cotton but only helped to reduce the in¬ 
cidence of carrying cost as well as minimise 
the risk of quality deterioration and at the 
same time earned foreign exchange for the 
country. 

While one will have to wait for quite some 


time to make any meaningful assessment of 
the new crop it would seem worthwhile to 
carry out some exercises based on varying 
crap estimates so as to be ready with careful¬ 
ly evolved packages of policy inputs to deal 
wuh ihc emerging supply position, it is 
important that the country pursues a con¬ 
sistent policy for export of cotton to win the 
confidence of overseas buyers as a supplier 
on a continuing basts 

Cotton prices have recently developed an 
caster tendency on prospects of a good crop 
and there are few takers even at reduced, 
prices. If mill consumption docs not pick up 
because of the sluggish offtake of cloth and 
yarn, a bumper crop could easily precipitate 
a 'crisis of plenty’. Selling of old crop cotton 
even at sacrifice prices may pose a serious 
problem. And in the prevailing international 
environment export also may not be an easy 
affair. 

The 1991-92 season is a good illustration 
of government being misguided by the in¬ 
dustry’s highly inflated cotton requirements 
in utter disregard of the recessionary con¬ 
ditions in which it was operating. That the 
textile ministry should have completely 
ignored the repeated representations by the 
cotton growers and the marketing federa¬ 
tions for allowing export of cotton against 
the quota already announced mucl earlier 
is a measure of the influence the powerful 
mill lobby commands in the textile ministry. 

The textile ministry stands severely in¬ 
dicted for losing a good opportunity to earn 
foreign exchange through export of cotton 
when domestic availability was far in excess 
of the industry’s actual needs and conditions 
in the international market were much less 
unfavourable than they are at present. The 
textile commissioner could not possibly be 
unaware ol the decline in mill consumption 
of cotton In the event of a good harvest, 
the government will be obliged to maintain 
a proper balance between supply and de¬ 
mand through exports which might not be 
easy. It is not merely that India has damag¬ 
ed its credibility as a dependable source of 
supply. International -environment also is 
likely to become adverse because of improv¬ 
ed global supply prospects 


Table. Important Chances in Cotton Prices in 1991-92 Season 


(Prices in Rs per candy) 


Variety 

Support 
Price (Lint) 

3-9-1991 

Season’s 

High 

Season's 

Low 

August 12 

J-34 SG (Punjab) 

4,983 

12,900 

12,900 

9.550 

11,300 


(3,700) 

(6,950) 

(13,700) 

(6.500) 

(13,700) 

H-4 MP ‘A’ 

6,392 

13,500 

13,700 

12.000 

13.000 


(3.600) 

(7,250) 

(15,000) 

(7,250) 

(13.000) 

Sankar - 6 ‘B’ 

6,347 

17,000 

17,000 

13,700 

I3,7(® 


(3,873) 

(9,000) 

(17.000) 

(8,600) 

(17,000) 

DCH - 32 80s *C 

9,254 

21,500 

23,000 

21,000 

21,200 


(7.714) 

01,500) 

(21,000) 

(11,500) 

(21,000) 


Notr. Figures in brackets are 1990-91 season’s prices. 
Soutcr. East India Cotton Association. 
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Kirloskar Cummins Limited 


Registered Office: Kothrud, Pune 411 029. 


Chairman’s Speech 

Speech delivered by Mr. J. T. Dewing, 

Chairman and Managing Director 

at the A 1st Annual General Meeting of the Company 

held on August 7. 1992 at Pune 




Ixulirs and (icnth’wcH, 

It gives me great pleasure to 
welcome you all to the AIst 
Annual General Meeting ol your 
Company 

latst year this distinguished 
audience was addressed by Mr 
Arun Kirloskai Aftu a vet y short 
two year return t< > the 
Chairmanship of 'he Company 
he has stepped down to devote 
more time to Ins so< nil and 
charitable pursuit I do not have 
to repeat his contribution to the 
growth of the Company, you all 
know how devoted he has been 
to the Company for the last AO 
years in various capacities. While 
we also know that he would 
prefer we nos make mention of 
it, he has left a memorable 
impact in the entire workforce of 
the Company. His dedication to 
the growth of the Company is a 
model to the Operating 
Management We wish that he 
had chosen to continue his 
Chairmanship for some more 
time, in fact, all my persuasion to 
reconsider his decision fell on 
deaf ears. 1 express sincere 
thanks on behait of Cummins 
Engine Company, KCl Operating 
Management and on my behalf 
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for the leadership and guidance 
given by Mr. Arun Kirloskar 
during these years and wish him 
ail the best in his chosen work 

Before I deal with the 
operating results of the Company. 
I would like to dwell on some 
important aspects of the 
economy 

The year 1991 was a year of 
special significance in Indian 
economic history. It was a year 
of reforms Industry was 
unshackled from regulations 
through delicensing. FERA 
companies like Kirloskar 
Cummins were put on par with 
other Indian companies for the 
first time after nearly 20 years of 
FERA regulations To overcome 
an adverse balance of payment 
position, the Government took 
stringent measures to compress* 
imports and to curb money 
supply. The rupee was devalued 
and made partially convertible 
on track account. In spite of 
these measures, exports have not 
grown appreciably due to global 
competition and recession in 
many export markets with 
disruption in> others. 


In 1991, the rate of growth of 
the Indian economy was hardly 
2 5%. Industry and in panicular 
the manufacturing sector actually 
showed negative grow >h: only 
the service sector achieved 
growth of 5% to 6% 
Improvement in the balance of 
payment position at the end of 
the year 1991 was due mainly to 
the deliberate import 
compression policy of the 
Government 

The official rate of inflation 
was around 14%. This rate, of 
course, does not speak of a much 
higher inflation on many basic 
essentials. The ability of 
individuals and institutions to 
absorb this economic pain is 
essential to the ultimate success 
of the liberalization policy. 

It is in this overall background 
that the Company’s performance 
in the year is to be viewed: sales 
increased by 20% and reached 
Ks. 3 3 billion from growth in 
the volume of engines sold in the 
domestic market. 

Exports crossed Rs. 500 
million and could have been 
better but for the continued 
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recession prevailing in the U K 
and U.S.A. Growth of sales and 
profits before tax were 
maintained in the face of double 
digit inflation. This performance 
was possible due, in large part, to 
various cost reduction measures 
undertaken by the Operating 
Management. Certain tax policy 
changes effected by the 
Government during the last year 
resulted in profit after tax of 
6.2% of sales down from 6.9% 
in the prior year. 

Despite the adverse impacts of 
inflation, higher interest and 
taxes, the Board of Directors 
have recommended a dividend of 
25%-5% over last year's. 

In the new export oriented 
environment, your Company is in 
the process of evolving plans 
with Cummins to double export 
volumes. KCL will concentrate 
not only on engine export hut 
also on component and services 
export. 

At the end of the year, the 
Company installed three major, 
state-of-the-art, flexible 
machining centres capable ot 
machining the hugest of 
Cummins blocks. This major 
investment, begun in the late 80s, 
will soon not only significantly 
reduce imports, but also position 
us well for export growth. 

As regards the Automotive- 
Project, keeping in view the 
prevailing recessionary 
conditions, KCL will continue 
seeding of luxury buses which 
have received enthusiastic- 
reception from users. 

The Company is pursuing the 
policy of continuous upgradation 
of the technology not only to 
improve the existing engine 
models but also to bring new 
models to market. We arc 
introducing ‘Big Cam 855' and 
C’ Series engines to meet 
domestic market needs. Benefits 
of Research and Development are 
continuously exchanged between 
Cummins Engine Company and 
Kirloskar Cummins. As and when 
the Indian Government brings 
out stringent emission legislation 


in line with other developed 
countries, KCL access to 
Cummins know-how will be a 
key competitive asset. 

One of the achievements 
which KCL is proud of is gaining 
ISO 9001 Certification. KCL was 
one of the first manufacturing 
companies in the country to get 
it. ISO 9001 Certification is a 
testament to the soundness of a 
Company's operating systems and 
practices for meeting customer 
requirements. It provides a solid 
floor for making further 
improvement. In this regard, we 
arc encouraging our suppliers to 
qualify for ISO 9000 Standards. 
Your management team is aware 
that only through vigorous and 
continuous improvement of 
quality, will customers continue 
to select KCL 

The present market for your 
Company's products is highly 
competitive. Among other 
competitors, our major OEMs, 
namely, Bharat Earth Movers and 
Hindustan Motors, in 
collaboration with Komatsu and 
CAT, have introduced their 
products in the market 
Additionally, as the Government 
continues to pursue free trade- 
policies, we should anticipate 
that customers will also have 
increased choices of imported 
engines. More than ever, success 
will be to those companies most 
able to anticipate customer needs 
and outperform competition in 
meeting them. So competition 
will be stiffer and margins will 
come under increased pressure. 
Your Company is well positioned 
and ready to take on these 
challenges. 

During the first four months of 
the current year, business has had 
to confront two major added 
obstacles: the after effect of the 
stock market scam and 
disruption from the transporters' 
strike. The security scam has 
impacted lending institutions, so 
that customers wanting to 
purchase engines have been 
delayed in securing financing. 
Shortage of liquidity in the 


economy is of significant 
immediate concern and must be 
addressed if the Government's 
programme is to succeed. 

Year to date, your Company 
has shipped over 2000 engines 
and the sales turnover has 
crossed Rs. I billidn. This is 
almost same as in the previous 
year and less than the growth 
and profitability we had 
anticipated for the period. A year 
ago, we had foreseen a difficult 
transition period for the 
economy and for the Company’s 
performance. 1991-92 results 
surpassed our expectations; 
however, we continue to foresee 
difficult economic conditions for 
the coming one or two years. 

The Company will face an uphill 
task to maintain profits. 

In 1991-92, our subsidiary 
Cummins Diesel Sales and 
Service (India) Ltd have 
improved their performance. 

Sales have touched Rs. 1.5 
billion, higher by nearly 20%. 
They have declared a dividend 
at 18% 

let me conclude by thanking 
the Financial Institutions, 
Company's Bankers, Depositors 
and Shareholders for the trust 
which they have reposed in the 
Company I also thank the 
Central and State Governments 
and the Local Bodies for their 
help in achieving our targets. 1 
would also like to place on 
record our appreciation of the 
cooperation received by the 
Company from our various 
collaborators and suppliers. I 
must thank all employees for 
their hard work, inspiration and 
excellent team spirit which 
enabled your Company to 
achieve better results; last, and 
most emphatically, to our 
customers for their on-going 
confidence expressed in each 
decision to buy 


Note This does not purport to be a 

record of the proceedings of the 
Annual Genera) Meeting 
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COMPANIES 


Trading in Public Sector Bonds 


Jairaj Kapadia 

A KEY recommendation by the Nadkarni 
committee which submitted its report to the 
Reserve Bank of India last week on trading 
procedures for public sector undertakings’ 
bonds is likely to prove embarrassing to the 
RBI. Fhe recommendation is about repur¬ 
chase of the bonds for which the commit¬ 
tee has desired the practice of ready forward 
transactions to continue. The RBI banned 
this practice as it commenced investigation 
in the stock-securities-banks scam. However, 
the committee has stated that a ban on the 
so-called REPO transactions would be 
counterproductive, as they serve a useful 
purpose as a monev market instrument and 

Hie Week’s Companies 


facilitate liquidity of banks and bulk 
investors in PSU bonds in the short run. 

In making the recommendation, the com¬ 
mittee has specified repurchase (REPO) 
operations to be conducted within pruden¬ 
tial guidelines to be stipulated by the RBI 
with overall limits on maximum positions 
and also observance of portfolio turnover 
ratios for each of the participants, namely, 
banks, mutual funds and financial institu¬ 
tions, to which it has suggested REPO tran¬ 
sactions should be restricted. But it has 
observed REPO transactions are a must. 

Establishment of an electronic book¬ 
keeping clearance settlement and depository 


(ECSD), creating a special floor in stock 
exchanges for trading in debt instruments, 
and use of modified bank receipts for tran¬ 
sactions for an interim period of six months 
are among the other major recommenda¬ 
tions of the committee. 

The Nadkarni committee had been ap¬ 
pointed as a follow-up to the recommenda¬ 
tions of the Janakiraman committee in¬ 
vestigating the scam. The committee com¬ 
prised senior representatives bf the Unit 
Trust of India, State Bank of India as well 
as the RBI, besides officials of the Depart¬ 
ment of Economic Affairs, the Securities 
and Exchange Board of India and the Stock 
Holding Corporation of India. 

All participants in PSU bonds ate propos¬ 
ed as members of the ECSD, while the 
system is recommended to serve as the cen¬ 
tralised agency for routing all transactions. 
It will operate through an electronic book 
entry and a clearance and settlement system 
and will act besides as the depository of PSU 
bonds. 

It is recommended at the same time that 
PSU bonds must establish a rate and a 
quotation for repurchases, including bonds 
which arc not listed on the stock exchanges. 
Listing is desired for all bonds, while it is 
proposed that the PSUs should offer bonds 
to a larger section of public investors and 
also list them on the OverThe-Counter 
Exchange of India. Further, the PSUs should 
obtain a rating before the primary issue and 
make adequate disclosures in the prospec¬ 
tus apart from ensuring liquidity by agree¬ 
ing to a reasonable buy-back arrangement. 

The committee has stressed the need for 
fostering an open market for PSU bonds and 
for all fixed yield securities and, in this con¬ 
nection, appreciated the existence of the 
secondary market in the UTI’s US-64 units. 
For UTI’s unlisted units, it has suggested 
regulation of business either by the SEBI or 
by the stock exchanges. 

Liquidity, coupled with accountability, 
and transparency are thus the key guidelines 
in the committee’s recommendations cover¬ 
ing trading in PSU bonds as well as all fixed 
yield securities. 

• * • 

TWo of the companies being reviewed here, 
namely, JB Chemicals and Pharmaceuticals 
and Camphor and Allied Products, are 
relatively more prominent on the stock 
market compared with the third, Bbagya- 
nagar Metals. The equity shares of the first 
two are regularly tradedr registering daily 
rates in the price list and share quotations 
of the Bombay Stock Exchange But it is not 
these but the third company that has acquit¬ 
ted itself well in terms of its financial 
results for the year ended March 31, 1992. 
Bhagyanagar Metals’ profits show a more 
than commensurate rise compared to sales, 
togetther with an increase in the rate of divi¬ 
dend to the shareholders and that, too, on 


(fis lakh) 

Bhagyanagar JB Chemicals and Camphor and Allied 



Metals 

Pharmaceuticals 

Products 

Financial Indicators 

March 

1992 

March 

1991 

March 

1992 

March 

1991 

March 

1992 

March 

1991 

Income/txpenses/ profits 

Net sales 

5432 

3475 

6004 

5739 

5010 

3975 

Other income 

62 

30 

206 

.304 

72 

76 

Raw materials consumed 

4040 

2455 

3485 

3160 

2991 

2116 

Power and fuel 

115 

64 

187 

135 

360 

273 

Other manufacturing expenses 

82 

78 

377 

265 

111 

94 

Labour cost 

71 

55 

877 

331 

335 

308 

Other expenses 

217 

195 

923 

867 

185 

432 

Operating profits 

970 

659 

!049 

1325 

1087 

822 

Interest charges 

1% 

ISO 

161 

145 

235 

165 

Gross profits 

774 

509 

888 

1180 

852 

657 

Depreciation 

106 

132 

136 

125 

183 

142 

Profits before tax 

668 

377 

752 

<055 

669 

515 

Tax provision 

285 

35 

248 

321 

340 

180 

Profits after tax 

383 

342 

505 

735 

329 

335 

Dividends 

29 

10 

121 

121 

99 

83 

Liabilitles/assets 

Paid up capital 

102 

51 

403 

403 

331 

331 

Reserves and surplus 

1284 

979 

1717 

1333 

1302 

1068 

Long term loans 

1155 

1002 

75 

121 

1056 

829 

Short term loans 

184 

352 

741 

619 

510 

415 

Other liabilities 

383 

232 

852 

719 

1159 

835 

Gross fixed assets 

777 

713 

1789 

1517 

2879 

2523 

Accumulated depreciation 

404 

298 

681 

545 

1265 

1086 

Inventories 

901 

807 

761 

661 

1266 

808 

Of which finished goods 

497 

519 

444 

344 

756 

463 

Receivables 

1405 

840 

1112 

922 

399 

397 

Loans and advances 

351 

384 

439 

285 

834 

568 

Cash and bank balances 

77 

55 

89 

77 

195 

224 

Investments 

— 

215 

276 

276 

35 

35 

Other assets 

— 

— 

4 

5 

13 

8 

Tout liabilities/assets 

3108 

2607 

3789 

3197 

4359 

3477 

Key financial ratios 

Turnover ratio 

1.75 

1.33 

1.58 

1.80 

1.15 

1.14 

Return on sales 

14.25 

14.65 

14.79 

20.56 

17.01 

16.53 

Return on investment (87») 

24.90 

19.52 

23.44 

36.91 

19.55 

18.90 

Return on equity (V«) 

27.63 

33.20 

23.82 

42.34 

20.15 

23.95 

Earning per share 

37.37 

66.73 

12.51 

18.22 

9.96 

10.11 

Dividend (It) 

40 

20 

15 

15 

30 

30 

Book value per share (Rs) 

135.23 

201.10 

30.29 

24.81 

49.35 

42.27 

Current market price 

800 

— 

I72.J0 

— 

80 

— 

P/E ratio 

21.41 

— 

13.79 

— 

8.03 

— 
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teconfiiig increases, JB Chemicals and Phar¬ 
maceuticals’ profits have suffered a decline 
and those of Camphor and Allied Products, 
although recording a rise in gross terms, have 
not improved in net amount, after making 
provisions for depreciation and taxation. 


BHAGYANAGAR METALS 

Solid Performance 

Though Bhagyanagar Metals’ equity share 
is quite off-beat on the stock market, it com¬ 
mands a very respectable rate of Rs 800 for 
a Rs 10 paid up share. This is in line with 
the company’s impressive financial results 
and increased dividend for the year 1991-92. 
These are explained by the directors as being 
reflective of a substantial growth and con¬ 
solidation of all of the company’s divisions. 
Following that, while sales increased 58 per 
cent, net profit improved 77 per cent. Higher 
sales and improved efficiency boosted pro¬ 
fits, according to the directors. The trend is 
likely to be better still this year with the pro¬ 
ducts of the Gangappa industries division 
having been well received by original equip¬ 
ment manufacturers like Kirloskar, Lucas 
TVS, Bajaj Auto and others and the unit 
having achieved cash break-even during the 
last year. 

The company, which is based in 
Secunderabad, is striving for further im¬ 
provement in performance, quality upgrada- 
lion, increased productivity, exports, innova¬ 
tion and a widening of the range of high 
value added products. It is engaged in the 
manufacture of lead and copper wires, wire 
rods and scrap, besides jointing kits and 
accessories, PVC coated fabric and graphite 
dies. It is turning attention to buildingaip 
exports. 


JB CHEMICALS AND 
PHARMACEUTICALS 

Hurt by Price Control 

The unsatisfactory financial results of JB 
Chemicals and Pharmaceuticals are due to 
the restrictive drugs prices fixed by the 
government. As the prices have remained 
unremuncrative, the company has reported 
lower profits despite increase in sales 
turnover. Nevertheless, the rate of dividend 
to the shareholders is maintained at 30 per 
cent, and it is paid out of the year’s profits. 
Exports, which the company is making to 
rupee payment countries, dropped last year 
from Rs 1,994 lakh to Rs 1,774 lakh, ap¬ 
parently because exports to the erstwhile 
USSR were disrupted. 

& irrigate the present situation, the com¬ 
pany is diversifying its activities. It incur¬ 
red last year a capital expenditure of 
Rs 2H4I lakh which was mainly towards 
the setting up of the new didophenac 
>odium project and the soft gelatine capsules 
plant, besides modernisation of the existing 
plants. The soft gelatine capsules project is 
low commissiooed at Panoli, Gujarat.THal 
production commenced in March and com- 


'• \K r, ' ' .„ 

mercia) production in April, tn exports, 
where the company claims to have establish¬ 
ed a market for its bulk drugs and formula¬ 
tions, it is striving to develop new export 
markers. 

CAMPHOR AND ALLIED PRODUCTS 

Modernisation Plan 

The higher gross profit of Camphor and 
Allied Products following a 26 per cent 
growth in sales has invited greater taxation, 
as the provision for this has gone up from 
Rs 180 lakh to Rs 340 lakh. Depreciation 
provision also has been more at Rs 182 lakh 
compared to Rs 142 lakh in the previous 
year. As a result, net profit is actually less 
at Rs 329 lakh as against Rs 334 lakh in the 
previous year. The dividend is unchanged at 
30 per cent and covers also 31,21,584 equity 
shares which were issued in the previous year 
pursuant to a scheme of amalgamation. 

The amalgamation is of Pine Chemicals 
which the company had promoted for 
manufacture of rosin and turpentine from 
oleo pine resin at Nandesari, Baroda, and 
which supplied all of its production of 
turpentine to the company under a contract 
between the two. On the amalgamation 
becoming effective in April this year, there 
has resulted a backward integration of the 
main line of activity of Camphor and Allied 
Products. The company has acquired Pine 
Chemicals' assets and absorbed also its 
workforce. 

Meanwhile, modernisation of the cam¬ 
phor plant at Bareilly was completed in 
September last year, leading to efficient pro¬ 
duction besides an increase in capacity. The 
company also implemented the cross link¬ 


ed expanded polyethylene foam project at 
its Profeel division at Nandesari and started 
manufacturing cross linked foam from this 
March. The product has a wide range of use* 
in sports, marine and decorative packaging, 
is an ideal industrial consumable used as 
gaskets and capliners, besides having good 
export potential. The company is devoting 
particular attention to exports, having 
chalked up a Rs 10 crore capital expenditure 
programme towards modernisation and 
upgradation of the existing camphor and 
menthol plant to produce products of inter¬ 
national standards, besides enhancing the 
existing capacities of the perfumery and 
other plants. Exports increased from Rs 114 
lakh to Rs 163 lakh during 1991-92. 

To finance these plans the company has 
decided to issue rights shares of Rs 794 lakh 
in a 2:5 ratio The Rs 10 face value shares 
will be issued at a premium of Rs 50 per 
share in addition, 66,000 equity shares ag¬ 
gregating to Rs 39.70 lakh arc reserved for 
allotment to the employees. Further 1,20,000 
shares aggregating Rs 72 lakh are reserved 
for shareholders of Pine Chemicals under 
the scheme of amalgamation. Following 
these proposals the authorised share capital 
has been increased from Rs 5 crore to Rs 10 
crore. 

The 1991-92 results reflect the benefit of 
the modernisation of the camphor plant 
resulting in an increase in the production of 
camphor from 2,172 tonnes to 2.593 tonnes. 
Sales of camphor rose from 2,137 tonnes to 
2,475 tonnes and in value by 27 per cent 
from Rs 3.787 lakh to Rs 4.815 lakh. The 
Profeel division contributed Rs 614 lakh in 
sales turnover as against Rs 526 lakh in the 
previous year. 


Health and Development in Rural Kerala 

A study of the linkages between socioeconomic status 
and health status 
by 

K.P. Kantian 
K.R. Thankappan 
V. Ramankutty 
K.P. Aravindan 

Kerala’s remarkable achievements in reducing mortality and fertility, 
and improving life expectancy of the population, have attracted the at¬ 
tention of scholars worldwide. But doubts have been raised whether this 
has been at the cost of increasing morbidity load. The maldistribution 
of the fruits of these achievements among the different socioeconomic 
strata of society is also a disturbing fact. This book, based on empirical 
research covering a survey of ten thousand households and a almost com¬ 
plete enumeration of health care institutions, probes the interrelation¬ 
ship between these two questions. The study is part of the continuing 
work in the area of health of the Kerala Sastra Sahitya Parishad, a volun¬ 
tary organisation striving to build a people's science movement. 
Technical data-, size demi 1/8, pp. v + 218. Price including postage: In 
India: Rs. 150 for hard cover and Rs. 125 for paperback; For orders from 
foreign countries: US S 20. For copies write to: The Convener, Health 
Committee, Kerala Sastra Sahitya Farishad, Trivandrum 695 035, 
Kerala (India!- 
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IN THE CAPITAL MARKET 

West Coast Brewers 
and Distillers 

West Coast Brewers and Distillers, pro¬ 
moted by D Goel and L Goel of the 
Surlux group of companies, is setting up 
a brewery and distillery project at New 
Bombay for the manufacture of 50,(XX) 
hecto litres of beer. 1,500 tonnes of malt 
extract and 6,000 tonnes of bailey malt 
per annum at a capital outlay ol Rs I ,<>10 
lakh. To part finance the cost of the pto- 
ject, the company is making an issue of 
1,08,60,000 equity shares of Rs It) each 
at par totalling Rs 1,086 lakh (hit of tins. 
5,43,000 shares ate earmarked tor 
preferential allotment to the employees 
of the company (including Indian work 
ing directors) and also those of the 
promoter companies The remaining 
1,03,17,000 equity shares arc being of¬ 
fered to the Indian public, fhe plant is 
expected to be installed hv July 1993 and 
commercial production will commence 
by September 1993 The company expects 
to achieve a turnover of Rs 1.189.21 lakh 
in the very first year of commercial pro¬ 
duction which will reach Rs 1,426.61 lakh 
and Rs 1.474.01 lakh in the second and 
the third year respectively. The issue is 
opening on September 1 PNB Capital 
Services and Weizmann Industries arc the 
lead managers to the issue 

Phoenix Electric 
{India) 

Phoenix Llectric (India) is ottering 
Rs 1.42 crore worth equity shares of 
Rs 10 each at par to the public towaids 
a Rs 13.01 crore project to manufacture 
halogen lamps, the subscription list 
opening on August 26 with Cantina and 
Indbank acting as the lead manager. 
The project, in three phases, untn 
facilities, first, for the manufacture of 3.6 
million H-4 type automobile halogen 
head lamps, second, 1.5 million H 3 type 
halogen fog lamps and, third, J-type 
halogen lamps with an installed capacity 
of I 5 million per annum. The company 
is promoted by B K Gupta, who has set 
up other units for manufacturing 
halogen lamps, with Phoenix Electric 
Company and Soei Tsusho Company, 
both of Japan, providing technical-cum- 
financial collaboration. The project cost 
of Rs 13 01 crore is to be met with equity 
of Rs 7 crore, foreign currency loan of 
Rs 2.57 crore and rupee currency loan of 
Rs 2.73 crore provided by the IDBi, 
Canara Bank and Corporation Bank, 
and internal accruals ol Rs 73.92 lakh. 
Hard glass/quarts tubings as raw 
material for production of halogen lamps 
are being imported from Corning of the 


US and such other items as quarts rod 
and tungsten filament from Japan. The 
project commenced production in all of 
the three phases during last year. The 
company is required to export produc¬ 
tion up to 10 per cent, 15 per cent and 
20 per cent in the third, fifth and seventh 
year of operations. 

Co-INick Alloys India 

Co Nick Alloys India’s 5.8 lakh equity 
shares of Rs 10 face value are being of- 
leicd for sale at a premium of Rs 6 per 
share to the public from August 25 to 
August 28. The company seeks listing on 
the proposed Over-The-Counter market 
being set up by the Over-The-Counter 
Exchange of India. Co-Nick Alloys India 
will be the first company listed by the 
OTCEI at a premium. The shares were 
first offered at par to the ICICI and DSP 
Financial Consultants as the sponsors of 
the company for OTCEI listing. They are 
now being sold by these to the public at 
a premium. Co-Nick Alloys India has a 
Ks 6 45 crore project to manufacture 250 
tonnes per annum of nickel and cobalt- 
based cast alloy rods and 1,000 tonnes 
of steel wire ft went into commercial 
production at Murbad in Maharashtra in 
May 199! The project cost is financed 
with Rs 2 5 crore equity, Rs 30 lakh state 
subsidy, Rs 2 74 crore institutional term 
loans and Rs 91 lakh hank borrowings. 
The ICICI appraised the project and 
together with DSP Financial Consultants 
sponsored the company for the OTCEI 
listing, the two subscribing Rs 52 lakh 
and Rs 30 lakh, respectively, to the share 
capital. After the proposed offer of sale 
of shares to the public, both are to retain 
about 35,000 shares each. The company 
;s promoted by Jagdish Doshi, an NRI, 
x«h an experience of more than 35 years 
11 uansfet of technology and manage¬ 
ment of industrial projects based on 
steel, with Steel Casting Engineering of 
the US providing technical collaboration. 
The US company is being offered a 
technical fee of $ 3,00,000 plus 5 per cent 
royalty on sales for a period covering 
seven years. 

Arrow Webtex 

Arrow Webtex, manufacturing narrow 
width fabrics at Nashik, Maharashtra, is 
making on August 24 a public issue of 
28.21 lakh equity shares of Rs 10 each 
at par (Rs 2.82 crore) with ENAM Finan¬ 
cial Consultants as the lead manager. The 
company, a promotion of Jaydev Mody 
and the Piramal group of Morancc Mills, 
is expanding production of its fabrics 
from 1 million metres annually at pre¬ 
sent to 1.24 million metres monthly. This 


is to cost Rs 4.02 crore to be met with 
equity of Rs 3.75 crore and the balance 
of Rs 26.83 lakh with internal accruals. 
The expansion is scheduled for comple¬ 
tion shortly, with production on com¬ 
mercial scale slated for November. For 
the purpose, seven electronic Jacquard 
needle looms and a free style designing 
system with a colour printer are being 
imported from the UK. Besides, seven 
high speed narrow fabric needle looms 
are being acquired. Production is to cover 
synthetic, man-made and cofton yarn 
fabrics. 

Maruti Syntex (India) 

Maruti Syntex (India), engaged in 
manufacture of texturised, dyed and 
twisted polyester filament yam at Rewari, 
Haryana, and expanding production 
from 390 tonnes per annum to 1,080 ton¬ 
nes per annum with a proposal to cover 
bright yarn production, is entering the 
capital market on August 24 with a 
public issue of 24.83 lakh shares of Rs 10 
each at par (Rs 2.48 crore) with PNB 
Caps and Canfina as the lead managers. 
The company is promoted by V K Mehta, 
whose other venture, Nalin Svntex. is 
engaged in the very same line of business 
as Maruti Syntex. The cost of the expan¬ 
sion is assessed at Rs 4.89 crore, the same 
being met with equity of Rs 2.61 crore, 
share capital application money receiv¬ 
ed of Rs 1.44 crore, and term loans of 
Rs 86.50 lakh (Rs 29 lakh from the 
Haryana Finance Corporation and 
Rs 57.50 lakh from the HSDIC). 

Shez Cements 

Shez Cements is setting up a 99,000 
tonnes per annum cement plant with 
modern rotary kiln technology, acquired 
from Nihon Cement Company of Japan, 
with plans for immediate expansion to 
2,00,000 tonnes, at Chintalapalem in 
Nalgonda district of Andhra Pradesh. 
The project is promoted jointly with 
NRls by Syed Badruddin Shez, and will 
cost Rs 1,042 lakh. It is to be financed 
with Rs 855 lakh of equity. Central sub¬ 
sidy of Rs 4 lakh and term loans of 
Rs 1,083 lakh. Of the equity, Rs 453 lakh 
will be the public issue. The Cement 
Manufacturers’ Association has esti¬ 
mated a shortfall of 3.6 million tonnes 
In the supply of cement in 1992-93. Thus 
the company does not envisage any dif¬ 
ficulties in marketing its production. The 
plant is nearing completion and is ex¬ 
pected to achieve 100 per cent capacity 
utilisation in the very first year when 
itself the company expects to pay divi¬ 
dend to investors. 

-JK 
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The United States has not changed much, nor its Democratic 
Party. It is bourgeois territory par excellence and, within that 
limitation, the Democratic forty still champions the cause of the 
deprived and the underprivileged, both categories relevantly 
defined. It is its- supposed counterpart, the Indian National 
Congress, and the government the latter runs, which have changed 
beyond description. A party of fierce nationalists has been 
transformed into a party of compradors. 


WATCHING, on the television screen, 
Mario Cuomo thundering away at the 
Democratic Party convention at Madison 
City Garden, New York City, was part 
nostalgia and part revelation. Cuomo, the 
governor of the state of New York, was 
nominating Bill Clinton, governor of 
Arkansas, as the party's presidential can¬ 
didate for the elections next November. 
The charade was a formality, since Clin¬ 
ton had already clinched the nomination 
through the string of victories he scored 
in the long, ragged primaries. It had still 
to be gone through. Since the New York 
State party was hosting the conven"on, 
Clinton still thought it wise to request 
Cuomo to give the nominating speech. 
Although belonging to the same party, 
their ideological positions aie somewhat 
apart. Cuomo, a vastly more experienced 
politician than the presidential candidate 
himself and with a popular base Clinton 
can yet only dream of, graciously accepted 
the invitation. Clinton’s only hope of 
riding to victory in New York is by hang¬ 
ing on to Cuomo's coat-tails Clinton 
knows that, as does Cuomo. Whatever the 
New York governor's private views on the 
Arkansas governor, this is election season, 
and there has to be a facade of unity 
Besides, the incumbent president. George 
Bush, is no longer what is called ‘a dead 
cert’ to win the presidency a second time 
on behalf of the rival Republican Party. 
After twelve long years, the democrats are 
in with a chance. The recession nagging 
the economy has begun to hurt, and not 
just the black people The unemployment 
rate is steadily mounting, low interest rates 
tried out by the Federal Reserve Board are 
I • not proving enough to revive either 
economic activity or jobs. The euphoria 
caused by the collapse of the Soviet Union 
and its satellites, and the victory over that 
pest, Saddam Hussein, has lost much of 
the gilt, in millions of ordinary American 
homes, discontent is seething and swirl¬ 
ing. The days of the ‘uppie 1 generation are 
seemingly over. The supply side is once 


more suspect. The Republicans, no ques¬ 
tion, are in double 

Mario Cuomo sensed it. It was lime, be 
decided, to return to the rhetoric of ihe 
thirties and the forties, lime to marry that 
rhetoric with recollection' of the glamour 
and excitement ol the sixties. The 
economic conditions in the country of 
course are noi as bad as in the early 1930s, 
nor is Bill Clinton a Franklin Delano 
Roosevelt. Clinton is no lack or Bob 
Kennedy either He is hardly handsome in 
ihe Kennedy mould, but at least he has 
Jack's hair style and Jack’s ready smile. 
The appellation poor-man's-Jack-Kennedy 
will do for him tor the present. That, 
Cuomo had the gut feeling, was not suf¬ 
ficient though 1 he support of rich Jew ish 
hankers in New York City noiwithstan 
ding, ihe Democratic Parly continues to 
be regarded, on the relative scale, as the 
parly of the poor, the party linked to the 
coalition FDR put together: the blacks 
front the south, but also the country 
oligarchs fiom there, the white and blue 
collar workers in plants and factonc 
north, east and west, and huge ,f* 
unemployed here, there, everywhc.e, i.f. 
ped up by a sprinkling of standard-bearers 
of radical thought. In the course of the 
post war forty-odd years which have 
borne the lavages of both Korea and 
Vietnam, to this coalition have been 
added anti-war groups, women’s libera 
nonists, and some gay campaigners as 
well. For four of the last presidential elec 
lions, this menagerie did not click; the 
Democratic Parly went down to heavy 
defeat. But, with the economy failing to 
recover and joblessness mounting, this 
year could be different. So why not try? 

Cuomo chose to try. The rhetoric Bow¬ 
ing effortlessly from his larynx was vin¬ 
tage New Deal. There were references after 
references to the plight of the unemployed 
and the homeless, to the unconscionable 
bilking of the poor by the rich, to the 
Republican culture of free enterprise only 
for the few at the top, to the manner the 


privileged ones walk away with oppor¬ 
tunities thrown up by society while the 
hitherto deprived continue to twiddle their 
thumbs. Cuomo roared. He mentioned 
the record fiscal deficit in the federal 
budget, but from which the unemployed 
gained little, he touched the raw nerve of 
chauvinism by wondering why, instead of 
selling wares to Japan and Europe as in 
the past, the United States is now reduc¬ 
ed to buying goods, indiscriminately, from 
overseas. Opportunities for jobs American 
boys and girls could have availed of are 
thereby gifted away to foreign labour, thus 
rendering the world's richest nation into 
the world’s largest debtor and experienc¬ 
ing the largest balance of payments gap 
m history. I he Republicans, the party of 
the rich, Cuomo complained, however re¬ 
main unfa/cd That party is dominated by 
arch reactionaries and vested interests. Its 
principal pastime is to use the parapher¬ 
nalia of the federal government for 
perpetrating countless shenanigans. The 
Republicans keep protesting that the 
magic wand waved by the invisible hand 
in the expanse of the free market will cure 
America of all its ills. No such luck; the 
invisible hand adds, very visibly, to the pile 
of the privileged, while hundreds of 
thousands remain without jobs. The 
Republicans could not care less; they 
believe in institutionalised thievery. They 
have been responsible for the greatest 
bank robbety in the annals of the great 
United States of America, meaning the 
scandal engulfing scores of loans-and- 
savings banks which have gone to the wall 
because their funds were siphoned away 
by crooked Republican Party func¬ 
tionaries who had infiltrated into the 
hoards of directors of these banks; even 
George Bush's own son is involved in the 
s,.andal Several banks had to close; 
employees were thrown to the wolves and 
depositors lost their entire savings. The 
wretched supply side economics was 
ruining the nation; only the chosen few 
amongst the Republicans were having a 
gala time. But this year the tide is going 
to turn, the poor wiH be avenged, power 
will come to the powerless. 

Much of the rhetoric has a familiar ring 
to the Indian ear. The phraseology of 
Cuomo’s polemics could as well have 
served against the ruling party over here. 
Cuomo referred to the ’thievery’ on the 
part of the Republican leadership and 
their ’incompetence’. The accusations 
could have been hurled with equal 
relevance against some of our local 
pretenders. As for qualifying for the ap¬ 
pellation of ‘the greatest bank robbery in 
history', it could end up as a toss-up bet¬ 
ween the two nations; the Americans have 
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their loans-and-savings banks catastrophe, 
we have the banks-stock market scam, if 
some Americans claim to be victims of the 
skulduggery supply-side" economics 
allegedly is, why, most Indians, it will be 
suggested, are reeling under the impact of 
attack from the same source. 

it is however not just the coincidence, 
within the prism of different scales, in 
economic circumstances of the two 
countries that is noticeworthy. More 
impressive—and more agonising—is the 
sleekness with which the traditional ruling 
party over here, the Indian National Con 
gress, has switched its American side. For 
solid historical reasons, the sympathy of 
international-minded Indian citizens was 
in the past with the Dernociatic Party in 
the United States. It is the party of 
Woodrow Wilson, the idealist, who gave 
the world the League of Nations, the 
forerunner of the United Nations. It is the 
party of Franklin Delano Roosevelt, who 
wrote that famous letter to Winston 
Churchill during the Second World War: 
there was no ambiguity in that letter, no 
reservation on the part of Roosevelt on 
account of the fact that he was intruding 
into other people’s affairs; the fight for 
democracy, and against fascism and 
Nazism, the US president asserted, would 
be worth a great deal more in case the 
people of the great subcontinent of India 
were allowed the right of self-governance. 

It was the Democrats, led by Roosevelt, 
who masterminded the New Deal, 
quintessence of the romantic notion that 
the State is not a heartless, soulless, 
ossified organism, it has an active role to 
play in the elimination of unemployment, 
distress and iniquity from society. It was 
Roosevelt who propagated the message of 
public works as cure for joblessness; he 
and his party talked of the demand side, 
of creating purchasing power which could 
revive the demand for goods and thus 
usher in the pulsation of life in fields and 
factories. Did not we Indians build our 
multipurpose river valley projects after the 
fashion of the great Tennessee Valley 
Authority, which FDR conceived and his 
faithful camp follower, David Ltltenthal, 
executed? Yes, FDR had some little local 
difficulty with the racialist Southern gen¬ 
try, but in course of time the Democratic 
Party took care of that. Remember the 
great civil rights movement some thirty 
years ago, remember how John Kennedy 
sent the federal guards to Alabama so that 
a black student could have his entry into 
the hitherto segregated State University, 
remember how that bigot of a governor, 
George Wallace, finally caved in? 
Remember how Bob Kennedy and Martin 
Luther King’s widow marched together, 
silentfy but resolutely, at the funeral pro- 
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cession of the martyredhero, who received 
his inspiration from our own Mahatma 
Gandhi? 

Much of these instances from history 
was perhaps flummery, what Americans 
call ’show biz’. There was still a hard core 
of sincerity, a feeling of communion of 
the spirit, a fusion, if not of ideology, at 
least of ideals. The Indian middle class, 
amorphous like all middle classes, was 
never a homogeneous entity. It had, 
nonetheless, a collage of sentiments and 
convictions it shared with the Democratic 
Party; whether those convictions were 
always acted upon is a different matter. 
Within the precincts of the Indian 
National Congress, those beliefs, 
howsoever abstract, were not dissimilar 
from the invocations chanted in the thir¬ 
ties and later by the Democratic Party. 
There was a convergence of language. 
There was also a free borrowal, on a selec¬ 
tive basis, from the Democratic Party pro¬ 
gramme by the Indian National Congress 
in the immediate post-independence years. 

In that phase, our political leadership, 
(lush with the glow of newly acquired 
freedom, thought it routine to consider 
themselves at par with leaders of parties 
and political movements overseas. The 
Democratic Party was admired, but ad¬ 
mired from a pedestal of equal altitude. 
The Americans had the Roosevelt couple, 
Franklin Delano and Eleanor. We had 
Mohandas Kanunchand Gandhi and 
Jawaharlal Nehru. The respect had to be 
mutual, it was in fact so. This mutuality 
of regard was supplemented by a shared 
perception on the government’s role in a 
democratic society; the government is not 
evil, it is an active force which takes care 
of the poot and the weak, it has an obliga¬ 
tion to check the depredations which the 
roaming, roving invisible hand in the 
Ur*'! ,iiacc could be culpable of. 

»h-: Democratic Party has not, basical¬ 
ly. changed much since that lime. It 
remains a hotchpotch, radicals jostling 
against southern conservatives, the black, 
increasingly more conscious of their 
power and the privileges-that-are-yet- 
denied-to-thcm, still trying to reach an 
equilibrium of understanding with those 
others in the paity who think it prudent 
to hasten slowly on account of the hard 
reality of the electoral arithmetic sizeable 
sections of the white citizenry are still 
enmeshed in prejudice, but, without their 
votes, there can be no return to power, and 
therefore no prospect of rekindling 
government activism to speed up reforms 
which could make the black and the 
hispanians and the original ethnic tribes 
full and equal citizens inr every respect. 
The party, because its leaders got sucked 
into Vietnam, swung, a quarter of a cen- 


toward international relations. But its pro- 
poor, pro-interventionist domestic policy 
has remained more or less unimpaired 
through the decades. Democratic Senators 
and Congressmen, some cynics feel free 
with their comments, are for active 
government intervention because that is 
how one protects the ‘pork barrel’. That 
cannot be the only. Of even major, part 
of the story; the Republican legislators 
love the pork barrel no less. 

The United States has not changed 
much, nor its Democratic Rirty. It is 
bourgeois territory par excellence, and the 
boundary conditions governing its 
thoughts and actions cannot be easily 
breached. Within that limitation, the 
party still champions the cause of the 
deprived and the underprivileged, both 
categories relevantly defined. Its lack of 
faith in supply-side economics is not 
merely doctrinal, but based on the hard 
crust of experience. No, the Democratic 
Party in its essentials remains the same, 
it is its supposed counterpart, the Indian 
National Congress, and the government 
the latter runs, which have changed 
beyond description. A party of fiefee na¬ 
tionalists has been transformed into a 
party of compradors. 

All credit to him, the credit for effec¬ 
ting this stupendous qualitative change 
belongs to Nehru’s grandson who was 
leader of the party and the country's 
prime minister in the second half of the 
eighties. Confronted by a no-win situa¬ 
tion, even George Bush has been forced 
to climb down, in recent months, on 
several fronts; social security could not be 
skimmed beyond a point; abortion could 
not be prohibited all the way for all 
women; the dear money policy had to be 
abandoned at the insistence of the more 
pragmatic chairman of the Federal 
Reserve Board; some direct taxes had to 
be introduced, and government outlay 
could not be cut back indiscriminately. 
The United States of America therefore 
is by no stretch any longer a pristine 
supply-side economy. In fact, it never was. 
We are. Our rulers, still from the Indian 
National Congress, have gone the whole 
hog to embrace supply-side economics. 
They and their party have succeeded in 
remoulding the Indian middle class ethos 
too. George Bush should not worry. If his 
re-election is in some jeopardy, he should 
use his emergency powers to admit to 
citizenship the reportedly two million 
Indian applicants waiting, for years on 
end, with patience and fortitude, for this 
tryst with destiny. They will vote solidly 
for the Republican ticket. Please, no 
radical crap, we are Indians. 
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POLICY WATCH 
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All Arithmetic, Little Economics 

JM 


What stands out in the government of India’s memorandum of 
economic policies for 1992-93 submitted to the IMF is the absence 
of imagination and creativity in the realm of economic policy 
reform. The shifting of macro-economic targets reflects simply 
some fresh arithmetic rather than any serious attempt to 
understand why earlier targets were not achieved. 


WHKN the government of India ap¬ 
proached the IMF for a Stand-by loan a 
year ago, the impression it sought to create 
at that time was that this loan was 
necessary to tide over the dire short-run 
extremity faced by the country, and 
judicious economic management would 
enable India to overcome the external pro¬ 
blem without continued recourse to 
multilateral borrowing in future. Indeed, 
many commentators within and without 
the government had accepted this posi¬ 
tion, feeling that the crisis period of early 
1991 left no room for manoeuvre, and that 
any debate about further external borrow¬ 
ing should be postponed till foreign 
exchange reserves had reached a more 
comfortable level. All that seems forgot¬ 
ten today, as the Finance minister can 
rather casually table in parliament a let¬ 
ter to the IMF director asking for a con¬ 
version of the Stand-by Arrangement to 
a drawing under the much higher condi¬ 
tionality F.xtended Fund Facility, without 
creating so much as a ripple. But this 
decision of the government requires closer 
scrutiny even though it was not un¬ 
expected, since its implications are likely 
to be far-reaching. 

It comes as no surprise that the govern¬ 
ment finds it necessary once again to ap¬ 
proach the IMF for assistance in coping 
with balance of payments problems. 
Indeed, while success on the balance of 
payments front has been claimed by cur¬ 
rent policy-makers as the most visible (for 
many, the only) indicator of the efficacy 
of the present economic policies, it is ob¬ 
vious even to superficial observers that 
there has been no real achievement other 
than the raising of mote loans and import 
compression which have allowed for a 
build-up of external reserves in the past 
year. Even this level of external reserves, 
while deemed ‘comfortable’ currently, is 
not sufficient to bear up to any sustained 
liberalisation of imports such as the 
government proposes to undeitake in the 
near future. But more significantly, there 
are no indications of real improvement in 
the external position resulting from sus¬ 
tained buoyancy in exports, which would 


be crucial for the medium-term success of 
the programme. 

The latest trade figures suggest a sharp 
rise in exports in June, which has revers¬ 
ed the earlier falling trend and thus meant 
an overall positive growth of 0.4 per cent 
in the first quarter of this financial year. 
This is greatly to be welcomed (even 
though it should be borne in mind that 
last June registered particularly low 
exports, indeed the worst level of that 
year) especially if it indicates that the 
declining performance of exports is finally 
being improved upon, dul this export 
growth is still very feeble and still well 
below the rate of growth of world trade. 
This indicates that de facto continuous 
devaluation of the rupee is not enough to 
improve India’s international com¬ 
petitiveness, since the rupee is now 
substantially undervalued in terms of pur¬ 
chasing power parity of a wide range of 
goods. Much more systematic and 
strategic economic policy making is 
required if export growth is to reach even 
the rates attained in the 70s under a sup¬ 
posedly ‘closed’ economic regime. Even 
more important from the point of view of 
managing the external sector is the fact 
that this rise in exports has actually been 
associated with an increase in the trade 
deficit, because of the surge in imports 
which increased by 17 per cent in dollar 
terms in the first quarter. This has wor¬ 
rying implications for the medium-term 
strategy of the government. The reduction 
in the balance of trade deficit in 1991-92 
was entirely through the import compres¬ 
sion measures which were introduced 
under the short-lived Chandra Shek’ r 
government and subsequently maintain¬ 
ed by the present government. Even a 
slight slackening of these measures has led 
to a sharp rise in imports in the past three 
months. Essentially, therefore, the BOP 
situation is still rather precarious, and 
there is no indication that the present 
package of policies would actually imply 
an improvement in the balance of trade 
in the medium term, even as external debt- 
servicing will imply further pressure on 
the current account. 


Along with this, there has been no im¬ 
provement in what the government clearly 
considers to be the crucial variable: the 
perceptions of foreigners, which would in¬ 
fluence not only availability of external 
credit but also inflows of direct foreign 
investment. The latter has simply not been 
forthcoming in the quantities anticipated 
by the government, although it is clear 
that its earlier expectations were far loo 
extravagant. And even in terms of exter¬ 
nal credit rating, agencies like Moody’s 
and Standard and Poor have failed to lift 
India’s rating to investment grade, largely 
because they can see as much as anyone 
else that the fundamentals of the economy 
are still not very secure and the macro- 
economic imbalances have yet to be cor¬ 
rected convincingly. The recently reported 
outflow of some NR1 funds suggests that 
even that (notoriously fickle) source is 
responding to these perceptions. In this 
context, it is critical for this government, 
which constantly claims that ‘external 
confidence has been restored', to maintain 
the confidence at least of the multilateral 
lending agencies, to bolster the expecta¬ 
tions of other potential investors as well 
as to maintain some degree of stability in 
the external payments. 

Despite (his keenness, the reports are 
that the talks with the IMF are not going 
all (hat well for the government, and that 
getting the EFF loan may be tied to much 
more stringent conditions with less room 
for innovation or fudging by the govern¬ 
ment. Part of the reason for this is that 
the IMF team may be aware that much of 
the success of achieving fiscal targets last 
year was possible through various sleights 
of hand which did not address the really 
important imbalances. And part may be 
due to the IMF’s awareness of the govern¬ 
ment’s current desperation: adrift in a 
macro-economy in which the much 
heralded ‘supply responses’ show no signs 
of materialising, and in a world in which 
foreign investors keep waiting for better 
conditions to be provided. 

Perhaps that explains why the tone of 
the finance minister’s letter to the IMF 
director and the associated memorandum 
of economic policies foi 1992-93 is rather 
defensive and apologetic Several of the 
more important policy targets set for the 
previous year were not met; the only 
notable exceptions have been the level of 
official reserves, which are substantially 
higher than expected, and the fiscal deficit 
as a proportion of GDP, which was 
achieved by some creative accounting 
along with slashing the capital expenditure 
of the government rather than cutting 
the revenue deficit. Other important 
indicators—the rate of growth of national 
income and output in the major sectors, 
the rate of inflation, the growth of money 
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supply, the current account deficit— are 
significantly worse than anticipated. The 
danger, wbit.'i surely cannot have escaped 
the notice of the finance minister or the 
1MK team, is that of landing in a l-atin 
American-type vicious cycle, in which, 
failure to stabilise the economy and rec¬ 
tify the basic imbalances combined with 
attempts at ‘restructuring’ in terms of the 
greater allotted role of the private sector 
and markets, result in stagnant or failing 
output, continued inflation, repeated 
devaluation and deterioration of private 
agents' (and investors") expectations regar 
ding the course of future growth all in a 
context of worsening income distribution 
and increased political tensions This 
scenario, which was repeated in countiy 
after country in Latin America and A ft tea 
over the 80s, is distinctly a possibility in 
India today, and that is why the targets 
mentioned in the memorandum as well as 
the other declarations of policy intent 
deserve a closer look 

GDP growth in real teims last year was 
projected at between 3 and 3.5 per cent. 
The memorandum claims that the actual 
growth has been around 2.5 per cent—a 
substantial drop, but still a very optimistic 
figure according to manv observers who 
feel it is unlikely to have been more than 
1.5 per cent (The official national income 
figures are yet to be released.) This short¬ 
fall has led to a slight decline m the pro¬ 
jected growth objective loi 1992-93, from 
4 to 3 5 per cent, but all indicators so far 
suggest that even this is quite unlikely to 
be achieved, given the sluggishness of in¬ 
dustrial production and investment, the 
contracting fiscal stimulus, and the 
likelihood of the monsoon being some¬ 
what below noimal. lack of realism in 
projecting output tiguies has the impor¬ 
tant implication that shortfalls in output 
and income can subsequently be ascrib 
ed to extraneous torces outside the con¬ 
trol of the government, even when the 
policies themselves contribute crucially to 
the stagnation Presumably the difficulties 
that may arise in the actual framing of 
subsequent policies as a result ol such 
over-optimism are perceived of as less of 
a handicap by ihe government 

A similar perception pervades the in¬ 
flation targets Inflation was around 13 
per cent last year and thus exceeded the 
targeted rate by some 4 per cent. It would 
be completely disingenuous to suggest 
that the higher rate ot inflation had 
nothing to do with the policies of the 
government, in particular the devaluation 
of the currency and the raising of several 
administered prices, and certainly the 
inflationary process was not hampered by 
the substantial growth in broad money 
supply. The sluggishness in output growth 
itself was also a major contributor to in¬ 
flation. The target for this year has been 
set at an even more ambitious 8 per cent, 
which again seems unlikely to be met, 


given that the wholesale price index is 
currently increasing at an annual rate of 
around 10 per cent (over a very high 
seasonal base this time last year), and may 
be affected by below average rainfall as 
well as official intentions to raise prices 
of various administered goods, especial¬ 
ly energy and fuel. The inflation rate mat¬ 
ters not only for its income distributional 
impact, but also because it affects investor 
expectations and adds to uncertainty in 
production, all of which can further exert 
constraining influences on output growth. 
It is therefore intriguing that the govern¬ 
ment insists on setting target inflation 
rates which arc likely to be undermined 
by us own policies, since failure to meet 
this target is closely linked with the overall 
degree of success of the economic strategy. 

In this year's memorandum, broad 
money growth is slated to be 10.4 per cent, 
actually a downward revision from the 
specified target of 11-12 per cent in the 
original programme. This indicates a high 
degree of optimism, especially as in the 
past year, the original target of 13 per cent 
for broad money growth was exceeded 
substantially, at 18.5 per cent. Although 
this excess was due partly to the rise in 
foreign reserves, there was also some lax¬ 
ity due to political pressures despite a 
(airly tight monetary policy stance; it is 
surprising that the government obviously 
believes this weakness can be completely 
overcome in the current year. Obviously, 
the government is hinging its inflation 
control strategy on a light monetary 
policy, regardless of recessionary implica¬ 
tions; in fact, the memorandum promises 
a "furthei tightening of monetary policy" 
Unfortunately, the possibility that we may- 
end up with both recession (associated 
with the fiscal and monetary squeeze) and 
inflation (associated with cost-push 
stimuli on many prices) is linked to such 
unrealistic target-setting. 

The current account deficit was brought 
down more than targeted by the tight 
squeeze on imports which contained the 
trade deficit. Since many of these import 
curbs have already been lifted or are slated 
lo be removed soon, the present target is 
higher than last year’s actual, at 2.5 per 
cent of GDP. There are two conflicting 
sets of pressures on this target. If all the 
planned import liberalisation measures 
are actually implemented, then the trade 
deficit may widen more than expected 
unless continued rupee depreciation ac¬ 
tually results in falling import demand. 
The prospect of a widening trade deficit 
is also suggested by the figures for the first 
quarter, discussed above. However, since 
there has to be a capital account surplus 
which will actually allow the current 
deficit to reach a certain size (if the 
reserves arc not to be quickly consumed), 
obviously much depends on the ability of 
Indian enterprises to raise loans or attract 
direct foreign investment from abroad, as 
well as on the government’s ability to raise 


the $ three bittion'it says it requires' as 
‘exceptional financing’. 

The drop in the fiscal deficit to 5 per 
cent of GDP is likely to be one of the few 
targets that will be met, possibly because 
of the concentration of media attention 
on this one, rather misleading, criterion. 
Once again, capital outlays will bear the 
brunt of this: the memorandum says half 
of the proposed cut must come from cuts 
in public investment, and given last year's 
performance the actual proportion will 
end up being much higher. The implica¬ 
tions for infrastructure development, 
investment (both public and private) and 
industrial activity are by now well- 
established to be detrimental; presumably 
the government feels it has no choice but 
to accept such results. The problem is that 
the slashing of such expenditure crucial¬ 
ly affects the ‘supply response’ of 
industrialists that the government seems 
to await so eagerly, so that there is no 
justification for surprise at the absence of 
a buoyant positive response simply 
because of some deregulation. It needs to 
be emphasised that it is this factor—the 
lack of a macro-economic stimulusTrom 
the government—which inhibits growth, 
not the failure to implement further 
‘reforms’ such as the much advertised exit 
policy for industrial workers. 

This exit policy is one of the reforms 
planned for this year, as promised in the 
memorandum. Others include ‘reform’ of 
the oil sector, the financial sector, and the 
further pruning of subsidies on food and 
fertiliser. Increased revenue generation 
(essentially through hiking indirect taxes 
and prices) is also part of the promised 
agenda. These policies deserve more 
detailed discussion later, but it should be 
mentioned here that all of these measures 
are likely to be inflationary; either directly, 
through additional taxes or freeing of 
prices of fuel, or indirectly through in¬ 
creased possibilities of financial innova¬ 
tion which may direct resources away from 
directly productive channels. 

Ultimately what stands out in this 
memorandum is the absence of imagina¬ 
tion and creativity on the part of the pre¬ 
sent government in the realm of economic 
policy reform. The shifting macro- 
economic targets reflect simply some fresh 
arithmetic rather than any thoughtful at¬ 
tempt to understand why earlier targets 
were not achieved and what can be done 
to ensure that short tails in important 
indicators like output and income and 
exports do not occur again this year, or 
that inflation targets are met. The 
blueprint for the economic overhaul 
which is supposedly under way is one 
which comes from a fairly well known 
international package. Sadly, it seems to 
be too much to expect from our present 
policy-makers that they even attempt to 
modify it to adjust to specific Indian 
realities, or even alter it over time in the 
face of its observed results. 
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Minority Rights and Human Rights 

A G Noorani 


It might interest our anti-minorities BJP and its fellow-travellers in 
the media and academia to know that the world over there is 
growing concern over the treatment of minorities. The UN itself 
has moved far towards adopting a Declaration on the Rights of 
Persons Belonging to National, Ethnic, Religious and Linguistic 
Minorities. 


THE BJP government of Uttar Pradesh 
has abolished the state’s Minorities Com¬ 
mission and appointed in its place a 
Human Rights Commission. The signi¬ 
ficance of this move is not hard to under¬ 
stand. It Is in keeping with the BJP's 
denial of India's composite culture and its 
plural society. Hence its leaders’ constant 
reference to ‘so-called minorityism’. L K 
Advani constantly uses the word ‘mmo- 
rityism’— a neologism coined by the late 
Gopal Singh, caring little for the context 
in which the latter used it. Gopal Singh, 
be it remembered, was chairman of the 
High-Power Committee on Minorities 
whose report was such a damning indict¬ 
ment of the violation of minorities' rights 
that it was suppressed for years until the 
National Front government published it 
in 1990. 

The BJP leaders were members of the 
Janata Party government at the centre 
which appointed the Minorities Commis¬ 
sion. They were privy to this decision. But 
soon their fascist mentor, RSS chief 
Balasaheb Deoras, advocated its abolition 
and replacement by a Human Rights 
Commission. Soon after the BJP leaders 
left the Janata Party to form the BJP they 
began echoing the RSS line. The idea is 
being insidiously spread that minority 
rights are a special privilege, a derogation 
from the right to equality. In truth, explicit 
recognition of minority rights is an inte¬ 
gral part of the corpus of human rights 
as the modern world knows it today. It is 
based on an honest recognition of the 
plight of minorities and flows logically 
from the fundamentals that underlie 
human rights. 

Article 27 of the International Cove¬ 
nant on Civil and Political Rights says: 
“In those states in which ethnic, religious 
or linguistic minorities exist, persons 
belonging to such minorities shall not be 
denied the right, in community with the 
other members of their group, to enjoy 
their own culture, to profess and practise 


their own religion, or to use their own 
language” (emphasis added). 

India ratified the covenant on March 27, 
1979 without any reservation on this arti¬ 
cle It embodies an international commit 
ment. India has to report periodically to 
the Human Rights Committee, set up 
under the covenant, on its fulfilment of 
this and other obligations it accepted 
under the covenant. Article 27 of the cove¬ 
nant is, in substance no more than Ar¬ 
ticles 25, 26, 29 and 30 of the Indian 
Constitution. 

It might interest our anti-minorities 
BJP and its fellow travellers in the media 
and academia to know that the UN has 
moved far ahead towards adopting a 
Declaration on the Rights of Persons 
Belonging to National, Ethnic, Religious 
and Linguistic Minorities. That is the 
trend all over the globe. 

ITie work of the Minority Rights Group 
in London alone serves to illustrate the 
trend. Its reports are models of meticulous 
documentation, thorough research and 
simple prose—the kind one does not often 
see in scholarly works. The group is 
scrupulously impartial. It has produced 
nearly 80 reports on minorities in Africa, 
the Americas, Europe, Asia and in the 
Southern Oceans. They cover the people 
in a sensitive place like Diego Garcia, the 
Asian minorities in Africa, the aboriginal 
Australians, Indian South Africans, the 
‘original Americans' m the United States, 
the Palestinians, the Beduin of the Negev, 
migrant workers of the Gulf, the two 
Irelands, Europe’s gypsies, western Europe’s 
migrant workers and, coming to our 
region, the Baluchis and Pathans, the 
Biharis of Bangladesh, the Nagas, the 
Sikhs, the Ihmils of Sri Lanka, the ‘un¬ 
touchables’ of India and the Tibetans. 
Apparently the MRG has not produced 
any report on the Muslims in India. The 
reasons for this omission are not too 
evident. 


Women have not been ignored. There 
are five reports on the plight of women 
in various parts of the world. There are 
besides reports on the law concerning 
minorities. One report discusses 'the 
International Protection of Minorities’. 
Claire Palley, a highly respected constitu¬ 
tional expert, has done a report on ‘Con¬ 
stitutional Law and Minorities’. It covers 
an amazingly wide range of constitutional 
measures for protecting minorities. It is 
only some people in our country who 
regard protection of minorities as some¬ 
thing ‘anti-national’. 

Patrick Thornberry’s report on ‘Mino¬ 
rities and Human Rights Law’, published 
last year, should educate such people He 
demonstrates with a wealth of reference 
to legal developments in various parts of 
the world that minorities’ rights are an 
aspect of human rights. Another report 
on ‘Language, Literacy and Minbrities’ is 
of direct relevance to our situation. Only 
recently has the Supreme Court pro¬ 
nounced on the rights of minorities to 
establish and administer educational in¬ 
stitutions of their choice. 

The entire CSCE (Conference on 
Security and Co-operation in Europe) 
process is committed to devising effective 
measures for minorities’ protection. There 
is a report on the. Leningrad Minority 
Rights Conference in June 1991. 

Thus the world at targe is now increas¬ 
ingly concerned over the treatment of 
minorities, while some in India would like 
not to think about them at all. That was 
not the spirit in which the Fpunding 
Fathers framed the Constitution. It is not 
the spirit of the times in the world either. 

[The Minority Rights Group is at 379-Brixton 
Road, London SW9 7DE Alan Phillips is its 
director Its reports are inexpensively priced at 
f 3 60 each | 
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COMMENTARY 




Creeping Decay in Institutions of 
Democracy 

k G kannabiran 


The Shah Commission findings, the exposure of the police by the 
Bhargava Commission set up to investigate encounter deaths in 
Andhra Pradesh, the Mukhtadai Commission of Enquiry set up 
to enquire into the Ramee/a Hi rape, the Bhagalpur blindings, 
and many other investigations expose the rot that has set into the 
administrative stiuctuic. I he courts' intervention does not and 
cannot improve nutters, for the inter institutional system has 
irretrievably broken down. 


f.vcrylhmy h,n been si:ii iiif.nl>. 
but as no one listens, m .mis; 
always begin again 

Andre (iiJe 

Hut the [xslkf in Imiia has !aim.m.,.Mv 
failed in asioniplishinx the ends tor utndi 
It was established is a notorious fasl, thal it 
is all but useless for the ptrsemion, amt vidl> 
ineffiuent (or ihe skiection ot snme, is 
generally admmed Cnihlc to check dime 
it is wiih rare exceptions, unscrupulous as to 
Us modes of wielding the authority with 
which n is armed for the functions it fails 
to fulfil and has sery general chaiacler for 
corruption and oppiession (September H4, 
1856. a despatch of the Court of Directors! 
THESE observations have a contem¬ 
porary ring. After more than 130 years, 
while Ihe executive and legislature failed 
to inculcate the norms set slut m the Con¬ 
stitution as part of administrative culture, 
the court when such matters were brought 
before it was more public order oriented 
than either warranted or was good tor 
preserving and promoting a healthy 
democratic set up. Thus began the slow 
decay. The persistence of the same system 
despite an avowedly democratjc Constitu¬ 
tion and value system, is to my mind, an 
indication of something wrong in the 
functioning of the institutions which came 
to existence to supervise the workings of 
Ihe police administration. It also means 
that after independence the Constitution 
played a secondary role in the day-to-day 
administration of the country. It is 
because of this total indifference to the 
document which embodies the aspirations 
and objectives of our struggle for inde¬ 
pendence, that we have failed to restruc¬ 
ture institutions in terms of the Constitu¬ 
tion. This decay did not go unnoticed. In 
1962 justice A N Mulla of Allahabad 
High Court while allowing a criminal ap¬ 
peal directed the issue of notice to the sta¬ 
tion officer Shahabad Mohd Naim as to 
why a complaint should not be instituted 
against him by the court under section 195 


of the Indian Penal Code. Mohd Naim 
threw himself at the mercy of the court 
and pleaded forgiveness. The learned 
nidges' observations are worth reproducing: 
i issued the nortec I want to clean the 
publn. administration as far as possible but 
an individual's efforts cannot go sery far. If 
1 had lelt shat with my lone efforts I could 
clean this Augean stable, which is the police 
force, I would noi have hesitated to wage bus 
war single-handed I am on the veige of 
retirement and taking such sieps for two 
months or three months more would not 
make any diltciencc to the C onstitution and 
the character of the police force somehow 
the police force in genetal barring a lew ex¬ 
ceptions. seems to have come to the conclu¬ 
sion that crime cannot be investigated and 
security cannot be preserved by following law 
and this ran be achieved by breaking or cn 
cuniventing Hi law At least the traditions 
ot a hundred years indicate that this is what 
they believe If this belief is not rooted out 
of their mmd-, there is hardly any chance of 
improvement I say it with all sense of 
responsibility that there is not a single lawless 
group in the whole of the country whose 
iccord ot cnme comes anywhere near the 
record of that organised unit which is known 
as the Indian jn.lice force. If the police force 
must be manned by officers like Mohd Naim 
then it is better that we tear up our Constitu¬ 
tion, forget all about democracy and the 
rights of citizens and change the meaning of 
law and oiher terms not only in our penal 
enactments but also m our dictionaries... 
Where every fish barring perhaps a few, 
stinks, it is idle to pick out one or two and 
say that it stinks. 1 therefore, discharge the 
notice issued against Sri Mohd Naim. 
These words were uttered in sheer 
disgust by a judge who was to lay down 
his office shortly thereafter. For the dele¬ 
tion of these offensive remarks the matter 
was carried to the Supreme Court. Justice 
Mulla according to the Supreme Court 
lacked a judicial approach. The Supreme 
Court was of the view that “in his zeal and 
solicitude for the reform of the police 
force, the learned judge allowed himself 


to make these very unfortunate remarks, 
which defeated the very purpose he had 
in tnind”. While deleting the remarks the 
Supreme Court felt, "It is difficult to 
avoid the reflection that unless an exam¬ 
ple is made of such officers by taking the 
most stringent action against them, no im¬ 
provement in the police force is possible.” 
If the Supreme Court, in this cpse, had 
viewed it from the perspective of the Con¬ 
stitution its conclusions woujd have been 
entirely diffe/ent. 

In Gandhtji's India .where we were 
taught that the means is as important as 
the ends the Supreme Court was holding 
that illegality in investigation did not in 
any manner vitiate the trial. The pro¬ 
cedure prescribed by law that has to be 
followed before forfeiture of life or liberty 
is ordered, does not take into account, the 
procedure followed during the stage of in¬ 
vestigation. In Malkani (AIR 1973 SC 
157) and Pooranmal (AIR 1974 SC 3480), 
the Supreme Court reiterated that illegali¬ 
ty in procuring evidence by the prosecu¬ 
tion against the accused does not vitiate 
the trial. The court drew support and in¬ 
spiration for the proposition from the 
observations of Sir Lawrence Jenkins in 
Barendra Kumar Ghosh (Anusheelan 
Samithi). Responding to C R Dass’ con¬ 
tention that searches and seizures effected 
were in utter disregard of the provisions 
of the Code of Criminal Procedure, 
Jenkins, quoting Jeemuthavahana, held 
that facts discovered by illegal searches 
would still be admissible against the ac¬ 
cused despite the illegality. The elaborate 
procedure prescribed for investigation and 
trial is to see that fiction does not parade 
as fact in courts. While “a hundred texts 
may not alter a fact”, failure to follow the 
procedure prescribed may result in pro¬ 
duction of perjured evidence, and much 
more so tn the case of political trials. As 
a nation we proceeded on the assumption 
that as the Indian Evidence Act is modell¬ 
ed on the rules which prevailed in English 
law there was nothing wrong in following 
the principles laid down by British courts 
and followed by British Indian courts 
without examining the whole question in 
terms of the constitutional value system. 
This laxity on procedure led to the arbit¬ 
rariness in administration and the ineffi¬ 
ciency thai followed. We haw been blindly 
following derisions rendered prior to in¬ 
dependence and in cases where political 
leaders of the independence struggle were 
tried. 

While the attainment of independence 
spelt a fresh beginning, we really con¬ 
tinued the old structure despite a new 
Constitution which came into force on 
January 26, 1950. We failed to evolve a 
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new system of jurisprudence and the con¬ 
tinuation of British Indian traditions was 
responsible for the characteristically very 
colonial response of the Supreme Court 
to the emergency and the maintenance of 
Internal Security Act by the Supreme 
Court in ADM Jabalpur (1976 SC 1207). 
We have accepted and followed the prin¬ 
ciples laid down by Sir Lawrence Jenkins 
in Barendra Kumar Ghosh. We are not 
concerned with how the evidence was ac¬ 
quired provided that such evidence is rele¬ 
vant and admissible. Such an approach at 
once releases the establishment from the 
principle of disciplinary jurisdiction im¬ 
plied in judicial review. Courts are places 
where the government and its officials are 
called upon to publicly account for their 
conduct on the proceedings initiated by 
citizens. The procedural regimen prescrib¬ 
ed for regulating governmental action is 
meant to prevent arbitrary actions by the 
government, its agencies, and men, and 
very often a procedural safeguard is the 
bulwark of a citizen as a person. The 
court in Pooranmal (AIR 1964 SC 348) 
reviewed the case law on this issue where 
a reference was made to Ol instead vs 
United States. In this very decision the. 
minority view (that of justice Brandcis), 
which is more in tune with our constitu¬ 
tional scheme, ought to have been ac¬ 
cepted by the court: 

Our government is the potent, the omnipre¬ 
sent teacher, for good or for ill it teaches the 
whole people by its example... If the govern 
ment becomes the law breaker, it breeds con 
tempt for law; it invites every man to become 
a law unto himself, it invites anarchy. 
Anarchy did invade the entire admmist 
tative structure as disclosed by the 
emergency in June 1975. This anarchy has 
now transformed itself to anomie. No 
norms govern any institution in this coun¬ 
try and yrt all the institutions are busy try¬ 
ing to impose norms on the people-—an 
exercise which will never work. The Shah 
Commission findings, the exposure of the 
police in the proceedings before the 
Bhargaya Commission set. up to investigate 
encounter deaths in AP, the Mukhtadar 
Commission of Enquiry set up to enquire 
into the rape of Rameeza Bi, the 
Bhagalpur blindings, the Bihar undertrial 
prisoners, etc, exposed the rot that has set 
into the administrative structure The 
courts’ intervention did not and could not 
improve matters, for by then the inter- 
institutional discipline which is so very 
necessary to run a constitutional system, 
had irretrievably broken down. 

Premchand Paniwala proved how wrong 
the court was in following Sir Lawrence 
Jenkins' dicta. He was a stock witness for 
the prosecution 1959-78 and in about 
3,000 cases. This stock witness was 
threatened with extemment proceedings 
under the Delhi Police Act, 1978. When 


this externment order was carried to the 
Supreme Court the weird tales of how the 
police secured evidence in prosecution 
came to light. He was a witness to every 
possible offence on earth and was invaria¬ 
bly witness to search and seizures includ¬ 
ing arms, liquor, opium, etc. Premchand 
Paniwala at once demolished the logic of 
the Supreme Court ruling that illegality 
in procuring evidence is irrelevant if other¬ 
wise the evidence is relevant and admissi¬ 
ble. Justice Iyer, in the course of his judg¬ 
ment, was compelled lo rely on justice 
Brandcis’ opinion in Olmstead’s case 
referred to earlier. 

Courts always fell that the government 
and its men should not be dealt with 
harshly and they should be treated as one 
would treat slow learners. But then, in 
working out the constitutional scheme, 
pious homilies have no therapeutic value. 
They merely lend to make the executive 
more and more arbitrary. None of these 
gentle admonitions have had any effect. 
The abuse of law has continued at every 
level. While in areas other than liberty, the 
harm or injury may not be direct and 
physical, in (he case of liberty of citizens, 
lawless altitude of the governmental 
agents subjects persons lo physical pain, 
indignity and humiliation and so needs 
urgent attention. 

Di.aihs in C tjsroDY 

As political turbulence increases, 
forfeiture of life and liberty is likely to be 
more arbitrary and ruthless. Cases of tor¬ 
ture in custody, deaths and rape continue 
unabated. These have been brought to 
public notice by various civil liberties and 
human rights organisations. In some cases 
people have spontaneously reacted to 
custodial violence which is sympathetically 
reported in the press. largely as a result 
of enlightened public opinion, a case or 
two have managed to wrest a decision 
from the Supreme Court after nearly two 
decades of waiting. One such case is that 
of Ram Sagar Yadav (AIR 1985 SC 416). 
Where one Brijlal who went to lodge a 
complaint against a police constable for 
demanding a bribe was himself taken into 
custody by the Hussain Jung Police Station 
and subjected to violence resulting in 
death. The incident took place in August 
1969. The criminal appeal was disposed 
of on May 13, 1974. The appeal to the 
Supreme Court was in the year 1975 and 
it was disposed of on January 22, 1985. 

In spite of the evidence in the Shah 
Commission reports, the human rights 
organisation reports, and the regular 
reports in the newspapers on custodial 
violence and rape neither the Law Com 
mission nor the government thought u fit 
to provide statutory measures to punish 
wring policemen. It was the judgment of 


the Supreme Court in 1985 which goaded 
the Law Commission into action and sug¬ 
gested the introduction of Section 114-B 
in the Evidence Act. The I-aw Commis¬ 
sion made no reference to the Human 
Rights Covenant nor UN Declaration 
against Torture which our country ratified 
by filing a unilateral declaration against 
Torture in 1979. Nor did it suggest a com¬ 
prehensive code to contain the homicidal 
habits of the police force. 

If an unnatural death takes place a first 
information report is registered arid in¬ 
vestigation commenced and the suspect is 
taken into custody and if he survives 
custody he is produced before a magistrate, 
and is remanded to judicial custody. But 
if a suspect is taken into custody, and due 
to violence employed by the police while 
in custody, he dies practically nothing is 
done excepting to secure a tailored post¬ 
mortem report and under Section 176 Cr 
PC an executive magistrate, who is 
generally under the thumb of the police, 
conducts ail enquiry and the report 
gathers dust and the whole incident is 
forgotten. If custodial death is taken note 
of by the public a judicial commission is 
appointed. The beneficiary is usually a* 
retired judicial officer. He conducts an en¬ 
quiry and submits a report. These reports 
(the executive magistrate or the commis¬ 
sion of enquirys) have no value. If these 
dead bodies have any political use some 
noise is made in the assembly or the 
parliament. These deaths are never per¬ 
ceived as crimes; nor are they seen as 
human rights and constitutional violations. 

In 1980 Arun Shourie had investigated 
into 45 deaths in police custody in seven 
states. He found “the patterns are so 
uniform from one death to another, from 
one state to another, that generalisations 
are possible”. The victims were invariably 
poor. Several of them were hauled in on 
no charges at all. In the case of persons 
who were formally arrested, in an over¬ 
whelmingly large number of cases Shey 
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were all accused of petty offences, seven 
out of the 45 rases investigated by him the 
bodies were so badly mauled that it was 
not possible to hide the crime committed. 
The explanation for these deaths were, 
'snake bite 1 , heart failure on the way to the 
hospital, suddenly took ill, etc Some were 
said to have died for mysterious reasons, 
all the rest committed suicide. The ac¬ 
counts of suicide given then have not 
varied even now; by hanging inside the 
lock-up by using a 'lungi' or a belt, jum¬ 
ping out of 9 building or in front of a bus; 
or some such ludicrous unbelievable ac¬ 
count. The AP Civil Liberties Committee 
has been maintaining a record of all 
custodial deaths and has been wherever 
possible participating in the enquiries (see 
Tables A and B). 

Jn 31 cases judicial enquiry has been 
ordered. The result of the judicial enquiry 
is of no consequence. What should be 
shocking is where murders are committed 
by the members of the police force they 
are being enquired into by Executive 
Magistrates under Section 176 or by a 
Commission of Enquiry which puts this 
class of public servants above law. This 
unconstitutional praotice is by repetition 
legitimised by the state. The Commission 
of Enquiry Act is not intended to be a 
substitute for criminal prosecution. The 
political government is obviously afraid 
of subjecting the police to the ordinary 
legal processes because they may refuse to 
carry out illegal orders. Work to rule by 
the police force might mean enforcement 
of the constitutional guarantees and that 
may threaten the longevity of the political 
government. 

We have enough provisions in the Code 
of Criminal Procedure to reduce human 
rights violations considerably, provided 
strict compliance is insisted upon. They 
are; 

(a) the person arrested shall not be sub¬ 
jected to more restraint than is necessary 
to prevent escape (Section 49), 

(b) that the person arrested shall be in¬ 
formed of the grounds of arrest furnishing 
him full particulars of the offence for 
which he is arrested (Section SO), 

(c) the person arrested and subjected to 
search shall be given a receipt showing the 
articles found in his person (Section 51), 

(d) when weapons have been seized they 
should be deposited in the court before 
whom the accused is produced (Section 52), 

(e) the person accused has a right to 
have his body examined medically at re¬ 
quest to establish whether any other per¬ 
son while m custody inflicted wounds on 
his person (Section 54), 

(0 the person arrested without warrant 
shall be produced before a magistrate 
within 24 hours (Article 22 (1) and Sec¬ 
tions 56 and 57), 
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(g) the officers in charge of the police 
stations shall report to the district magist¬ 
rate or if he so directs to the Sub- 
divisional Magistrate (he’eases of all per¬ 
sons arrested with or without a warrant, 
within the limits of their respective sta¬ 
tions whether such persons are admitted 
to bail or otherwise (Section 58) to this 
a proviso should be added laying down 
that where no such report is made to the 
district magistrate it would amount to 
wrongful confinement. 

The following measures may further 
help to set up an institutional structure of 
redressal against human rights violations. 

(a) it is no part of a policeman’s duty 
to maim or kill and so no sanction would 
be necessary to prosecute him. The immu¬ 
nity extended to public servants will not 
extend to commission of crimes set out in 
the Penal Code. The legislature may, to 
set the matter at rest, introduce a provi¬ 
sion to the effect that where the accusa¬ 
tion is offences against the human body, 
no sanction to prosecute would be neces¬ 
sary and they will not be necessary and 
they will not be regarded as acts perform¬ 
ed in the purported exercise of their duties. 

(b) the procedure of enquiries by exe¬ 
cutive magistrates should be done away 
with. Enquiries under Section 176 should 
be entrusted to the chief judicial magist¬ 
rate in the district and chief metropolitan 
magistrates in the cities. This would put 
an end to lot of human rights violations. 
These may delegate their functions to the 
first class judicial magistrates. Suitable 
amendments may be introduced to enable 
these magistrates to treat the proceedings 
under Section 176 as committal proceed¬ 
ings where there is material which prima 
facie informs him that a death or dis¬ 
appearance has been caused while in 
custody. 

(c) principle of constructive liability 
may be introduced so that superior officer 
may not join to fabricate a case of suicide 
or help in screening the offenders. 

(d) introducing rules under 309 so that 
persons accused of offences are auto¬ 
matically suspended pending trial. It is 
also necessary to introduce rules holding 
higher officers constructively liable for 
human rights violations with punishments 
ranging from withholding of increments 
and promotions to suspension and termi- 

i nations from service. 

We are of the view that public servants 
who violate constitutional guarantees have 
no right to continue in the post nor such 
public servant should be allowed to hold 
any post. 

When Amnesty International brought 
out its report, on Torture, Rape and Death 
in Police Custody the government was 
angry not at the police establishments at 
the state and the centre, but at Amnesty. * 


The reasons for this anger are not dear. 
The report is based on investigative 
reports of journalists, human rights and 
civil liberties organisations and reports of 
various commissions of enquiry set up by 
state governments. Amnesty’s report can¬ 
not be labelled as foreign interference. 
Here no question of sovereignty is involv¬ 
ed. Sovereignty cannot be used as veil to 
cover up human rights violations parti¬ 
cularly when India is a signatory to the 
UN Human Rights Covenant. Nobody 
can take exception to the recommendation 
made. The methods suggested for streng¬ 
thening safeguards against torture, the 
suggestion that police and security forces 
be trained to uphold human rights; the 
suggestion to set up an ombudsman to 
study pattern of torture and custodial 
death and recommend ways and means of 
preventing these crimes and the appeal to 
strengthen India’s commitment to human 
rights deserve our attention. By imple¬ 
menting the recommendations we will on¬ 
ly be ensuring respect to the constitutional 
guarantees and disciplining the police 
administration. 

No government which perpetrates 
human rights violations despite.it being 
a signatory to UN Human Rights Cove¬ 
nant is immune from criticism for such 
violations. Pointing out deficiencies in the 
human right area cannot be called inter¬ 
ference. Even if an interference it is in 
public interest and in the interest of the 
constitutional scheme Human rights 
groups operating all over the world have 
come to stay Amnesty is foremost among 
them. The sooner this fact is recognised 
the better. 

We are prepared to surrender our 
sovereignty to the US which is acting as 
if it owns India. We put up with anti¬ 
national and anti-people conditionalities 
imposed by IMF and the World Bank. 
The government never felt slighted. When 
Amnesty points out the human rights 
violations we are quick to react and that 
without adequate reason. Human Rights 
organisations at the international level 
have come into existence as part of human 
rights movement because human rights 
committee as constituted is largely an in¬ 
effective body where member states’ claim 
to sovereignty override the human rights 
covenant itself. Sovereignty is that of the 
people and of the fundamental document 
imposing limitations on governmental ac¬ 
tion and human rights bodies have an 
obligation to wage ceaseless struggle 
against these violations. If we realise that 
the escalation of violence in the country 
is mostly because of gross human rights 
violation by the state which has alienated 
vast sections of people, that would be the 
first step we would be taking towards 
restoration of democratic processes and 
thereby normalcy. 
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Calcutta Corporation: Bloated 
and Inefficient 


The top-heavy Calcutta Municipal Corporation which is 
dominated by the CPl(M) is not only sluggish but corrupt ion - 
ridden and inefficient. The party seems to have lost interest in its 
activities altogether. 


IN the Calcutta Municipal Corporation 
elections held in June 1990 the Left Front 
won with an overwhelming majority 
securing 99 out of 141 seats. The CPI(M) 
alone secured 71 seats; though it fielded 
many candidates, the BJP could win only 
two seats; the Congress(I) won only 37 
seats. In the earlier election held in June 
1985, the Left Front won 68, the Congress 
67 and the BJP two. On the face of it, this 
was a remarkable achievement on the part 
of the Left Front. There were allegations 
of rigging by the Congress(l) which had 
some basis; there is no doubt that elec¬ 
tions were not free and fair in some 
constituencies. 

This was the second election held on the 
basis of 1980 Municipal Act which has 
some unique features. The act lowered 'he 
voting age to 18; it provides more power 
to the elected representatives. A cabinet- 
type constitution has been envisaged by 
the provision of mayor-in-council in 
which office has been vested the mam 
executive power for running the civic 
administration. The post of mayor which 
was more or less an ornamental one has 
now been given powers under this act 
analogous to that of the chief minister in 
a state cabinet. The mayor and the mayor 
in-council are mainly responsible for run¬ 
ning the city administration. It has always 
been the demand of the democratic torees 
that more powers should be given to 
elected representatives. That demand was 
realised to a great extent through the 1980 
Municipal Act. 

After the first election under this act in 
June 1985, it was always the complaint of 
the ruling Left Front that they could not 
do much to effect improvement in civic 
services because of the slender majority 
of the Left Front and because of the 
obstructionist tactics adopted by the Con- 
gress(I). But after the last election, the 
Left Front has a comfortable majority; the 
CPi(M) alone has the majority in a house 
of 148 (141 plus 7 aldermen). The mayor 
belongs to the CPI(M); a majority of the 
members of the mayor-in-council and a 
majority of the 15 borough committees 
(the 141 wards have been divided into 15 
boroughs through which power is decen¬ 
tralised to a certain extent) belong to the 
CP|(M). 


Since 1925, prominent national leaders 
or persons belonging to elite and wealthy 
families were elected as mayors. Even after 
1985 elections, the CPi(M) candidate who 
was elected as mayor belonged to an old 
elite family of Calcutta. But this time, the 
CP1(M) mayor belongs to an ordinary 
middle class lamily, thus breaking tradi¬ 
tions carried over for a long time. In a 
way, this was good as the mayor was 
expected to reflect the sentiments and 
desires of the common people. But the 
expectations of the city people in the 
matter of improvement of civic services 
and civic administration have been largely 
belied. 

The mayor and the members of the 
mayor-in-council have (seen provided with 
facilities almost equal to those of stale 
cabinet ministers. They have all been 
provided with cars for whole time use, 
labelled 'official use'. They are provided 
with chambers, telephones, inter-com 
facilities and a secretariat. But despite 
all these facilities, the civic admini¬ 
stration and civic services have further 
deteriorated. 

The Calcutta Corporation has never 
earned a good name for running civic ad¬ 
ministration efficiently. Since 1924, till 
independence, the Calcutta Corporation 
was run by the Congress Party. After 
independence, the Congress Party was 
responsible for running the civic ad¬ 
ministration from 1952 to 1969. During 
this long period of Congress rule, the cor¬ 
poration earned notoriety for its mal¬ 
administration, nepotism and corruption. 
This tradition has been strengthened dur¬ 
ing Left Front rule. 

The first thing that attracts one’s atten¬ 
tion is that the bureaucratic set-up of the 
civic administration is being further 
strengthened. The corporation, tradi 
tionally had one commissioner or the 
chief executive officer and two deputy 
commissioners. Now, the corporation has 
one commissioner, one joint municipal 
commissioner and eight deputy commis¬ 
sioners. The corporation traditionally had 
one chief engineer; now there are four 
chief engineers and eight deputy chief 
engineers and dozens of executive 
engineers and the like. Every officer up to 
the rank of executive engineer are provid¬ 


ed with cars. As the corporation has not 
so many cars at its disposal, cars are 
rented from outside and one wonders how 
many lakhs of rupees arc spent or wasted 
every month lor renting cars and for fuel 
used by them There is no arrangement for 
pooling cars, each member of the mayor- 
in-council and each officer is provided 
with a separate car. 

The left f ront rightly criticises the cen¬ 
tral government for not filling up the posts 
caused by natural wastage, retirement or 
death. But the corporation under left 
Front rule has not been filling up hun¬ 
dreds of vacant posts caused by retirement 
or death specially at the lowest level— 
those of unskilled mazdoors who actually 
run the civic services; while hundreds ol 
posts of unskilled workers are kept vacant, 
new posts are created at the higher levels. 
The CMC thus runs a top heavy admini¬ 
stration but with improvement neither in 
the administration nor in the civic 
services. 

Except filtered water supply, all other 
civic services show little signs of improve¬ 
ment. There is a steady generation and 
supply of 160 million gallons of water 
daily. It has increased by 10 million 
gallons during last decade. There is no 
doubt that the conservancy services have 
further deteriorated. The sweepers clean 
the streets as usual and carry the garbage 
collected to the specified places from 
w here it is to be removed to the dumping 
grounds by conservancy lorries. It is 
estimated that 2,200 tons of garbage ac¬ 
cumulate daily. Each conservancy truck 
can remove 3 to 4 tons of garbage and 
each tiuck is expected to do three trips in 
a day Besides ordinary trucks, there are 
big lorries which can carry huge loads So, 
20 Q trucks are sufficient to remove ac¬ 
cumulated garbage and keep the city 
clean. The corporation has, on record, 
about 300 conservancy trucks but, gar¬ 
bage remains accumulated in huge quan¬ 
tity in different places throughout the city 
day after day creating health hazards in 
surrounding areas. Many lorries remain 
idle for a long time as they are not' 
repaired tor want of stinplv of elementary 
spare parts 

There arc allegations that road-worthy 
lorries arc deliberately condemned so that 
new lorries could be bought to satisfy per¬ 
sonal interests of a section of officers of 
the department. There is an incentive 
scheme both in the motor vehicle work¬ 
shop and in the running section, it is 
reported that false trips are recorded to 
earn incentive. When there is a public hue 
and cry about accumulation of garbage 
in the city streets, it is often removed with 
the help of hired lorries. There are allega¬ 
tions of daily pilferage of fuel. 
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There is no doubt that conservancy ser¬ 
vices have further deteriorated, though 
huge amounts of money are spent every 
year on this account. Most of the roads 
are in a very bad condition and full of pot 
holes. Footpaths are unusable. When 
repair work of the roads are undertaken, 
most of the work is given to contractors 
while road gang workers are kept idle. It 
is reported that these contractors use 
corporation materials and machines for 
repairing the roads at no cost or minimum 
cost thus misusing public fund. There is 
an engineering workshop, established long 
ago, which used to manufacture civic im¬ 
plements, furniture, electric fans, etc. It 
was used also for undertaking main¬ 
tenance work of different departments 
The workshop used to employ 1,100 
workers; now the strength has been reduc¬ 
ed to 700 or so. The workshop used to sell 
civic implements outside, after fulfilling 
the corporation’s needs. Now, the produc¬ 
tion has almost come to a halt; while the 
workers in the workshop are kept idle, the 
civic implements aie bought through 
contractors. 

Many unscrupulous promoters in con¬ 
nivance with a section of the building 
department staff have had plans sanction 
ed which did not conform to rules and 
specifications. This resulted in a number 
of tragic incidents when a number of 
newly-built buildings collapsed and many 
innocent lives were lost. After, such tragic 
incidents there has been certain strictness 
on the part of CMC authorities in sanc¬ 
tioning new building plans But illegal 
constructions have not been stopped, 
especially in slum areas. 

The CMC has a system of consolidated 
rate of civic taxes. The MIC introduced 
a water tax for commercial use or where 
water is used in huge quantity for this, 
water meters were installed But these 
meters were made inoperative in con¬ 
nivance with a section of the staff. No tax 
is collected for washing buses, lorries, 
taxis, etc, though there is provision for 
this. The result is where the CMC 
authorities expected an annual income of 
about nine crore of rupees through water 
tax, not even a crore of rupees was 
realised 

Waterlogging has been a chronic pro¬ 
blem in Calcutta. It is estimated that water 
logging has increased by about 400 per 
cent during last decade or so. This year’s 
monsoon had further proved the ineffi¬ 
ciency of the drainage system in Calcutta. 
The cjly people has to face hardship of 
wading through filthy water through long 
stretches of city streets People in bustees 
are the worst sufferers; one third of city 
population live in busters. Ti e trequent 


showers bring in their wake many water¬ 
borne diseases. Considering the present 
conditions of sewers and outfall channels 
which are heavily silted and the conditions 
of the drainage pumping stations, water¬ 
logging cannot be prevented but can it not 
be minimised? It is now reported that all 
the pumps are not in working order. Sewer 
cleansing work has traditionally been car¬ 
ried out manually. Mechanical cleansing 
of sewers was introduced during the Left 
front regime. Machines for the purpose 
were bought by the CM DA and were later 
handed over to the CMC. But strangely 
many of the machines, which became in¬ 
operative soon after, still remain out of 
order. Thus a huge amount of public- 
money amounting to several lakhs has 
been wasted. 

All these do not mean that rot in civic 
services began only during the mayor-m- 
eouncil's regime. Civic services were not 
m a good shape during the Congress 
regime, but now they have further 
deteriorated. 

The functioning of most of the 
members of the mayor-in-council is 
merely formal. They are absolutely depen 
dent upon the officer under them. there 
is, therefore, little initiative on their part 
to effect improvement cither in the ad¬ 
ministration or in civic services. The pre¬ 
sent mayor-in-council has largely failed to 
create enthusiasm for work or for timely 
attendance among vast number of civic 
staff; there is lethargy all around. 

There is also no doubt that emoluments 
of the stafl and their service conditions 
have substanually improved during l^eft 
f ront regime But many problems affec¬ 
ting the interests of the workers such as 
permanency, promotion or the like, are 
kept pending by the present mayoi-in- 
council for months together causing 
widespread resentment 

Lven the law of (he land or CMC’s ow n 
regulations arc not implemented, for 
example, the law provides that when an 
employee is suspended, subsistence 
allowances equivalent to 75 per cent of 
wages should be given to the concerned 
employee after expiry of three months of 
suspension. Many instances can be cued 
where law has not been implemented. 
Repeated representations by concerned 
workmen or their union to different 
authorities have so far produced no result. 
The corporation service regulations pro¬ 
vide that when an employee is suspend¬ 
ed, the charge-sheet should be given 
within a maximum period of four 
months. Here again, many instances can 
be cited when charge-sheet has not been 
given within stipulated period and the 
employee remains suspended indefinitely. 


Representation to different authorities has 
produced no result. 

The whole situation is being utilised by 
the Congress(l) to its advantage. On the 
one hand, its councillors are trying to 
become champions of the citizen’s Cause. 
On the other, the Congress-led Union has 
been championing the cause of the 
workers and has been gaining greater 
influence. The CITU-led union which is 
the largest is often put on the defensive. 

The CMC suffers extremely from finan¬ 
cial constraints. But there is neither 
imagination nor attempt on the part of 
the mayor and his council to improve 
finances or to stop wasteful expenditures. 
The CMC is justified in demading cen¬ 
tral assistance for improvement of civic 
services. But the question is whether such 
assistance received in the past was spent 
judiciously. 

The present minister-in-charge who 
assumed charge after 1987 election holds 
a high position in the state CPI(M). But; 
the public and the corporation workers are 
not aware what role he is playing in 
this situation when there is a gradual 
deterioration tn civic services. The 
( PI(M), specifically the Calcutta district 
committee of the party, is expected to 
guide the activities of the Calcutta 
Municipal Corporation. From the 
experience of the last seven years, par¬ 
ticularly the last two, it can be safely said 
that the party has, so far, failed in its task. 
Thus the future of the Civic Administra¬ 
tion and the civic services is very bleak. 
There is little possibility of their improve¬ 
ment in near future. 


ATTENTION 
Scholars/Readers 

for sour requirement of Rare. Out-of- 
Print and New Hooks and government 
publications on India, write u> or visit - 

Prabhu Book Service 

Sadar Bazar. 

(iurgaon. Haryana 122 OOI 
India 

Tel 01272 - 20588 


Vie are also interested in purchasing 
single hooks/individual collcc- 
lions/wholc libraries of amique/rarc 
books Hooks signed by Mahatma 
Gandhi. Jau-abarlal Nehru, tndtra 
Gandhi. Rajiv Gandhi, Tagore and 
other nationalist leaders are of 
special Interest 
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Assam: Invoking NS A to Stifle 
Human Rights 

KC 

The Manab Adhikar Sangram Samity (MASS), a human rights 
organisation formed last year in Assam, has painstakingly 
accumulated incontrovertible evidence of brutal atrocities 
committed by the armed gangs of the state machinery. Excerpts 
from the MASS report. 


IN Assam today anybody who questions 
the atrocities perpctiated day in and day 
out by the army and paramilitary forces 
is treated as a threat to 'national security' 
and hence liable to be condemned to 
prison under the National Security Act 
(NSA). So in the first week of March at 
Guwahati, the Assam police hauled up an 
eminent lawyer Niloy Dutta and two 
editors of popular Assamese weeklies 
Budhbqr and Sudin, Patag Kumar Das 
and Ajit Bhuiyan respectively, under 
unspecified sections ol the NSA. 

These people were arrested because they 
were, to use the winds of the state duel 
minister Hiteshwar Saikia, “seutthn. the 
peace process in Assam” and "appeared 
to be involved with anti-national ac¬ 
tivities”. The government, Saikia said in 
the state assembly, "had enough evidence" 
of their involvement with “such pre¬ 
judicial activities” which posed a "threat 
to the sovereignty of the country” [North 
East Times, Guwahati, March 12], 

What this ‘evidence' was, what their 
‘prejudicial activities’ were and how they 
posed a ‘threat’ to the sovereignty ol the 
country, Saikia did not bother to disclose. 

Eight weeks later Saikia announced to 
journalists that the three activists were 
being released. He conveniently forgot his 
claims about evidence regarding their 
‘anti-national activities’ Neither did the 
journalists present remember Saikia’s 
diqtribes against them. 

In reality these three men had compiled 
enough evidence of brutal atrocities 
committed by the armed gangs ol the 
state machinery which the CM Saikia 
represents. These three men happen to be 
the founder members of and the moving 
spirits behind the human rights organisa¬ 
tion, Manab Adhikar Sangram Samity 
(MASS) formed last year in Assam. Dutta 
and Das were in fact the two convenors 
of MASS and Bhuiyan was an active 
member of the organisation. 

MASS had accumulated incontroverti¬ 
ble evidence of army atrocities and 
flagrant violations of human rights by the 
armed forces during operation Rhino, it 
had sent three groups fully equipped with 


audio and video gadgotvio three zones of 
the state to compile cases of army 
atrocities Braving severe restraints impos¬ 
ed by th£ army and civil authorities, these 
groups had succeeded in recording cases 
ol arrest, torture, molestation, rape, killing 
and so on. With painstaking effort they 
compiled a comprehensive 65-page report 
enlisung the cases of aimy atrocities, 
which included 13 cases of death in army 
camps, seven cases of rape, as many as 120 
cases of brutal torture, 139 cases of illegal 
detention and 63 cases of indiscriminate 
arms raids rn villages, unlawful public 
beatings and torture, all with specific 
dates, places and blow-by-blow accounts 
of the incidents, fully substantiated by 
phv steal evidence They also’ recorded the 
most brutal incidents on films. Most 
damaging of all was a video cassette 
which had recorded the atrocities on 
women much ot which cannot be written 
and shown in public. Here follows some 
excerpts from the MASS report. 

Dt \t ns 

kherein Khamti. Numsui (AP) October 2. 

1991 

A young boy trom a very poor family, 
Braien Moran, eked. out a living as an 
elephant mahout at an inaccessible 
forest village, Khcram, near the Assam- 
Arunachal Pradesh border. He was ar- 
tested by the Indian army on October 2, 
last year Two days later the authorities 
handed ovei his body to the police post 
at Namsai, a small town on Assam- 
Arunaehal border. The army claimed that 
Moran died after he lell from the elephant 
while he was being taken to Khcram 
Khamti Moran's family membets were 
infoimed about his death only on 
October 10 at Doomdooma in Assam. 

Investigations by MASS however reveal 
ed that army jawans severely beat up 
Moran and he died as a result of the 
beating His body was first taken on the 
back of an elephant, but it fell down and 
was dragged over" the ground by the 
elephant for a long distance. All this took 
place in full view of the villagers of 
Kheram Khamti. 


Pathorigaon Nagaon, November 10,1991 
Sarat Katoky was cycling to the market 
from his village Pathorigaon near 
Nagaon, when he saw a matador speeding 
towards him. As the road was narrow, he 
got down and stood by the side of the 
road. The matador screeched -to a halt 
near him and a posse of armymeh in plain 
clothes came running towards him. 
Frightened Sarat ran to the paddy field. 
But the armymen chased and rounded 
him up in the paddy field and shot him 
at point blank range. They then dragged 
his body to the road, kicking and trampl¬ 
ing it all the while and went away. 

When the villagers protested against the 
killing of Sarat, the Assam government 
claimed that he was the bodyguard of the 
commander, Nagaon unit of ULFA, who 
refused to surrender despite several 
warnings by the armymen. 

The villagers however vehemently deny 
this and investigations by MASS reveal 
that Katoky did not have any link with 
ULFA. Ityewitnesses reported to MASS 
investigators that the armymen did not 
give any warning to Katoky and he was 
shot after having been captured in the 
paddy field 

Tokipki- 

Bitlipuna, September 15, 1991 
While returning to his house from the 
rice mill, where he worked as a manager, 
Nemchandra Saikia was arrested by the 
army at Bithpuria on September 15 last 
year at 2100 hours. The armymen quizzed 
him about the whereabouts of ULFA in¬ 
surgents and getting no reply tied him to 
an army jeep and dragged lor about 2.5 
kms till he became unconscious. 

Burgeon, Somtpur, October 6. 1991 
Upen Chandranath'was arrested by 
armymen at village Bargaon in Sonitpur 
district on October 5 last year at 0200 
hours and taken to Thalemora army camp 
where he was handcuffed, blindfolded and 
given electric shocks every five minutes on 
his head, eyes, hands, back and thighs. He 
was released next day but was rearrested. 
A gang of ariqymen dragged him from his 
bed and took him to Garuachowa camp 
for interrogation during which he was 
again beaten on all his joints, kicked, 
hanged upside down and beaten for 20 
minutes till he vomited blood and fell un¬ 
conscious Howas revived and again hung 
by hands w ith his feet barely touching the 
ground. Another round of merciless 
beating followed. On October 10 he was 
brought to the Goroimai army camp 
where he was beaten on his soles till he 
fell unconscious. In the evening he was 
brought to Garuchowa camp and made 
to sign on a blank paper. Next day he was 
brought to Thalamora camp, forced to 
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sign a 'confessional' statement and then 
sen/ back home at 2300 hours. 

Basugaon (Golaghat) November 17, 1992 
Armymen from Deragaon camp raided 
Basugaon and entered the house of Jadu 
Bora at around 14.80 hours. They ransack¬ 
ed the house which was being spruced up 
for the marriage of Bora’s elder brother, 
himself an armyman. Then they arrested 
Bora and took him to Deragaon army 
camp for interrogation where he was pun¬ 
ched on his face, beaten with rifle butts 
on chest, abdomen, groin, and knees He 
was released ai 1500 hours the next dav 
and asked to report to the camp regularly 
for treatment. 

R MM 

Narayanpur, September IS, 1991 

Around 1800 hours, three aimymen, 
two in civil dress and one in uniform, 
identified as an officer cnicied the house 
of I abanya Baiua who was alone in the 
house with her two babies. While the 
other two stood guard, the ollicer raped 
her at gunpoint The anil)men then lelt 
threatening due consequences if she dared 
to report the incident to anyone. 

Next day Barua reported the incident 
to the doctor at the nearby government 
health centre. But the doctor asked her to 
report it to the police On September 20, 
she went to Bdipuria police station but the 
policemen lelused to register the case. She 
then went to the SLX' and lodged her 
complaint. The SDC* asked her to stay at 
home and assured help But nothing was 
done by the administration When the DC 
was told about the incident he claimed 
that the SDC had not reported the inci¬ 
dent to him. On September 24, the same 
trio of armymen again entered hei house 
and the same officer again raped her 
Nuyanami, October 12, 1991 

At 2300 hours, two army jawans Troin 
Nityanand army camp came to the village 
in plain clothes and conducted a ‘house- 
to-house search’. When they entered the 
house of Dwijumom Nath, a leprosy 
patient, who was with her brother and her 
younger sister in the house, they confin¬ 
ed Nath to the house and started brutally 
beating her biother and sister. Then both 
of them raped Nath. Though the family 
lodged a complaint with the SIX) and the 
local MI A launched an agitation over the 
incident, nothing was done by the ad 
ministration It did run even bother to 
arrange toi In- medical examination of 
the Mctlltl 

Bokakhut. October 20, 1991 

Around 1100 hours, five army jawans 
went to the Bokakhat lea estate and for¬ 
cibly took a minor girl Basanti Mazi to 
the neighbour’s house. They stripped and 


sexyally molested the minor girl. Some of 
the neighbours however came running to 
the house after hearing the girl’s shouts 
and this saved her from the demonic lust 
of the army jawans who came out and 
started beating the men. Determined op¬ 
position however forced them to run away. 
The girl’s father Atul Mazi lodged a com¬ 
plaint with the Bokakhat police station 
following which the army major held an 
identification parade where Basanti iden¬ 
tified the three jawans. But next day a 
group of armymen came to the house of 
Alul Mazi and forced hin> to sign on a 
blank paper That was the end of the 
matter. 

Bakuta Konwar, Sibsagar, December 26, 

199/ 

Two army jawans, entered the house of 
Jyoti Konwar, a minor girl of 17 years 
around 03(8) hours. The jawans confined 
her to one of ihe rooms, beat up her 
mother and sister and then one of them 
laped Jyoti while the other stood guard 
outside. Next morning Jyoti was admitted 
to Sihsagar Civil Hospital in a very critical 
condition. She showed no sign of im¬ 
provement till January 8 and had lo be 


THOSE who tout privatisation as a 
panacea for ‘industrial sickness’ would 
do well to study the history of the 
R P Goenka Group’s association with 
Murphy India. The Murphy story not 
only reveals how a once healthy organisa¬ 
tion was systematically made sick but also 
how the company has been implementing, 
its own ‘exit policy’ without waiting for 
the government’s version. 

Started in the small scale in 1949 with 
units in Parel, Jogeshwari and Vikhroli in 
Bombay, Murphy India was a dosely-held 
proprietorship concern headed by 
Lakhanpal. In 1968, the company ac¬ 
quired a huge three lakh sq ft plot in 
Thane, where the famous ‘Murphy’ brand 
radios, record players and tape recorders 
were manufactured. Employing some 
2,500 workers, the company did flourish¬ 
ing business. In fact till today the atten¬ 
tive innocence of the ‘Murphy boy’ is 
firmly etched in public memory, even 
though the logo is no more in sight. 

The Thane factory was. purchased by 
the R P Goenka group in 1974, and even 
though it prospered till 1980, workers were 


shifted to the Assam Medical College 
Hospital, Dibrugarh for better treatment. 
Though the two jawans were later iden¬ 
tified by the victim and her sister, nothing 
happened to them. 

The cases mentioned above are only a 
few selected ones excerpted from the 
report compiled by MASS. All the details 
of army brutalities are based on interviews 
and signed statements of the victims. 

MASS has not only compiled the cases 
of army’s brutalities but had also record¬ 
ed the consequences of these<atrocities. 
MASS was going to hold its first state level 
convention on March 7 at Guwahati; 
following which it was scheduled to 
faunch a mass movement against army 
atrocities and for bringing the guilty 
armymen to book and for the withdrawal 
of army from Assam. Such a movement 
would have been obviously inconvenient 
tor Satkia and so he got one of the MASS 
convenors Niloy Dutta arrested under 
NSA on March 2. But undeterred by this, 
the other convenor Parag Das along with 
Ajit Bhuiyan contuiued with the prepara¬ 
tions for (he convention. So four days 
later these two were also hauled .up. 


dented any wage rise. The first signs of 
trouble arose in 1981. For the first time 
the workers unionised themselves under 
the banner of the Datta Samant-led 
Maharashtra General Kamgar Union and 
managed to wrest a pay rise from the 
management. The management retaliated 
by retrenching the workers of the carpen¬ 
try section in October 1981. Thereafter, 
utilising a minor skirmish over the pay¬ 
ment of bonus, the company declared a 
lock-out. Simultaneously, the company 
fed the markets with its products by con¬ 
tracting out production to small units in 
Delhi, Madras and Gujarat. Meanwhile, 
the workers continued to starve. 

On September 10, 1983, after 23 
months the lock-out was lifted but after 
imposing onerous conditions on the 
workers, including the suspension of 347 
of their colleagues. The downward slide 
of the Thane unit began. Production con¬ 
tracted out during the lock-out was only 
marginally brought back to the factory 
premises almost confirming doubts that 
the lock-out move was part of larger phut 
to cripple the unit. Systematically, produc- 


The Murphy Story 

Gurbir Singh 


Employees of Murphy India, which has merged with Ceat in 1990, 
are seeking a review of the merger on the grounds that the revival 
plans promised then have not materialised and workers are being 
pushed into accepting an unfair voluntary retirement scheme. 
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tion kept Tailing and the factory was 
sbqwn to be running into heavy losses. By 
1988 production was totally stopped in the 
Thane factory for nearly a year. From the 
company’s point of view, this created the 
right atmosphere for two moves. First, it 
announced a voluntary retirement scheme 
(VRS) giving the pittance of 40 days salary 
for every year served as compensation to 
those who wanted to leave. Astutely 
spreading rumours of impending closure, 
it got 300 workers to quit. From a peak 
of 2,500, the labour force was down to 750 
then. 

Secondly, the company sought a ‘sick’ 
certificate from the Board for Industrial 
and Financial Reconstruction (BIFR), and 
simultaneously the RPG Group put lor- 
ward a revival plan foi the unit under the 
Sick Industrial Companies Act (SICA) 
which included metger ol Murphy India 
with Ceat, another group company. This 
was cleared by BIFR in 1990, and the sick 
unit was rechiistcncd Ceat-Electronics 
Division. In the same year, a scuond 
voluntary retirement scheme was put out 
by the company, which was accepted by 
275 workers leaving only 492 on the rolls. 

With hindsight, it can now be said that 
the company never had any plans to rev ive 
the ailing unit. Huge packages of 
machinery, purportedly bought to moder¬ 
nise the Thane factory, remain unopened 
in the godowns even today. Production ac¬ 
tivity continued to stagnate even after the 
revival plan was pushed through, till final¬ 
ly in February this year it was slopped 
completely. Simultaneously, production 
was contracted out to small-scale 
units—II in Thane and Bombay, eight in 
Delhi, one in Gandhinagar 

After the total halt in production, the 
company came out with its third volun¬ 
tary retirement scheme, this time sup¬ 
ported by the Shiv Sena led Maharashtra 
Shramik Sena Union. Significantly, each 
of the VRS were preceded by prolonged 
work stoppages obviously intended to 
demoralise and confuse the workers. This 
time, however, the workers were in no 
mood to oblige, and by July 14—the last 
day of the scheme —only five workers had 
left. Earlier, the majority of the workers 
who had so far supported the Shiv Sena 
Union, turned against the leadership, and 
virtually made the president of the union, 
Madhokar Sarpodar, flee from the factory 
gates when he tried to convince them to 
accept the VRS. 

Thereafter, the company turned on the 
pressure. On July 17, the company presi¬ 
dent, S Srinivasan, put up a closure notice 
announcing the closure of the unit with 
effect from October 16,1992. Second-level 
officer of the company were forced to 
resign. The Sena Union’s office bearers 
made a great show of handing in their 


resignations first. These events had a 
collective impact on the workers, and 280 
workers accepted the ‘voluntary’ retire¬ 
ment package—a measly 60 days wages 
for every year served but with no compen¬ 
sation for the years of service remaining 
till retirement. Howevej, 177 workers hung 
on, and though the ‘voluntary’ scheme 
was extended till July 31, none of this 
group accepted it. The company turned 
on the heat further by stopping the bus 
service from Thane station, then the 
canteen service and finally even the 
medical OPD. As a final desperate 
measure to get the remaining workers to 
leave, the company refused them entry 
into the factory from July 17, while 
the leader of this 'obstinate’ group, 
G D Mangeshkar, claims he was ap¬ 
proached with a buefcase carrying Rs 5 
lakh in cash 

The ‘obstinate l 7 7' meanwhile have 
their own plans to light it out. Reviving 
the old mummy union—the Murphy 
Employees Union- they have obtained an 
oidcr from the Industrial Court, Thane, 
directing the company to pay the workers 
wages on a month-to-month basis. 
Simultaneously, in a meeting with Arun 
Mehta, minister of state for labour, they 
have extracted a commitment from the 
state government (hat no permission for 
closure, required under Section 25(0) of 
the Industrial Disputes Act, will be given 
to the company. 

The Murphy Union has also submitted 
an application to BIFR seeking a review 
ol the rehabilitation scheme which had 
permitted the merger ol Murphy India 
with Ceat In us application the union has 
argued that Ceat, after taking advantage 
of the sanctioned scheme, now wants to 
scuttle the revival plan as well as the 
workers and derive crores of rupees by 
disposing of the assets of the company. 
The union points out that the real motive 
for the Ccat-Murphy merger was to allow 
Ceat—flush with profits—to evade 
income tax. So on the one hand, Ceat 
gained a Rs 26-crore tax benefit on ac¬ 
count of the merger in 1990-91 and on the 
other, loans taken from the various finan¬ 
cial institutions for the revival of Murphy 
India never found their way to ailing 
Thane unit. The application also points 
out that while the workers were kept idle 
for want of work, production was con¬ 
tracted out to numerous units outside. 
Finally after dismantling the company 
brick by brick, the RPG Group was eye¬ 
ing the land for disposal, which today 
commands a market value of about Rs 42 
crorc, the workers argue Since the actions 
of the company violate the ‘revival en¬ 
visaged’ under the BIFR sanctioned 
scheme, the BIFR is being pressed to 


review its sanction and take punitive steps 
against Ceat. 

If the case before BIFR is established, 
Ceat will be the first company to face 
criminal proceedings under the Sick 
Industrial Companies Act. Furthermore, 
under Section 24 of the act, if convicted, 
neither the directors nor the company can 
get loans in future from any bank or 
financial institution, and the ban would 
be applicable to the concerned officials 
even if they joined some other company. 

From a plain reading of the law it is ob¬ 
vious that Ceat officials will either have 
to restart production and give back lobs 
to Murphy employees, or face the prospect 
of jail sentences. However, it remains to 
be seen if the Murphy employees’ BIFR 
application will deliver justice or be one 
more legal proceeding littering the road 
of defeat of organised labour. 
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the Birfa Matushri Sabhagae, m 
19, Sfo Vtthafdas Thackersey 
Bombay 400 020, 
on Wednesday, August 26, 1992!f{ 
at 3.45 p.m.) ; V 


A pensive mood of depression broods over 
the earth. "The world situation is fouled up; it 
has always been fouled up; I see no reason for 
change" - was the terse comment of Will 
Durant at the end of a long life devoted to 
study of the story of civilization. 

The explanation for our endless predicament is to be found 
in the basic fact that we are bom of nsen apes, not of faBen 
angels. Our conflicts and cnmes. our missiles and murders, 
should cause no surpnse when we remember our predatory 
animal origin. 

Though all of us belong to the same species of creation - 
Homo sapiens - we are at different stages of evolution. Some 
are men, and some are caricatures of man: some are closer to 
the bru'e from whom our species is believed to have evolved, 
and some to the supramental beings who will emerge after 
aeons of existence. The miracle of man is not how far he has 
sunk, but how magnificently he has risen. We are known among 
the stars by the Mahabharala, not by our riots and massacres. 

End of shabby-state-socialism 

In n.r last forty years the world economy has grown al a pace 
las'c i'-vio m the ea'tier 4000 years Bui the pace ot India s economic 
growth r is neon sedate if not glacial In me :our decades since we 
became 1 rc-puDi.u ou r per capita income m rca. forms did no! even 
dcjb't- but mime isej one/ by 92 per cent Today wo arc; the twentieth 
poorest ri.jti,,r eai'ti However the- pntwifa of India to make its 
economy . uh,o new heinhts s and a :e«i<ijs attempt is 

now heiro made to 'ap the potential 

If the capacity of India to march forward on the economic 
front is to be speedily translated into reality, it can only be by 
following the present government's policy of liberalization. The 
motive of some of our leaders in the past forty years in adopting 
socialism might have been honest. "A lively sense of wrongs 
crying for redress", is how the socialist intellectual, G.D.H. Cole, 
defined the win to socialism. But it has been found that, like pro¬ 
hibition, socialism is a good idea which does not work in practice. 
“We are aN socialists now", said a British Pnme Minister almost a 
century ago. It would be true to say the exact opposite today: we 
are all anti-socialism now. 

The era of change began six years ago 1 Man will do the rational 
things," said Lord Keynes, but only after exploring all other alter¬ 
natives After all other alternatives" had failed dismally, India, under 
its young Prime Minister the late Rajiv Gandhi, initiated in 1985 a 
pohey of lowering taxes and dismantling controls He bad Ihe right 
ideas bui chose the wrong people to surround him Many of his 
sensible beliefs never materialized into policy 

The biggest metamorphosis - qualitative and not merely quanti¬ 
tative - in the economic climate came with the enunciation ol the New 
Industnal Policy in 1991 The lour main thrusts of the 1992 Budget are 
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liberalization, integration of India into the global economy, reduction 
ol taxes, and a stable and healthy balance of payments situation 
Mr P V Narasimha Rao the Prime Minister and Dr Manmohan Singh 
the Finance Minister are sincerely committed to ushering in economic 
rationalism in place of economic theology The present government 
have realized that last economic growth would be impossible with 
woolly outworn socialism which betrays a pathetic lack ol knowledge 
ol Ihe revolutionary changes which have recently swept across the 
world They mean well and are determined to prepare and equip India 
for a place in the Prosperity League’ in Ihe unfolding future They 
genuinely intend to ensure that hereafter the government would no 
longer be the power above Ihe people to be lobbied, petitioned and 
propitiated for favours 

But it would be useless to pretend that there are no draw¬ 
backs or shortcomings. The New Industrial Policy does not go far 
enough - it measures out liberalization with coffee spoons 
Several promises have yet to be implemented. “Words ought to 
be a little wild,” to quote Lord Keynes again, "because they 
represent the assault of thought upon the unthinking." The 
Indian governmental machinery may be likened to some prehis¬ 
toric monster incapable of mteWgentty controlling itself. This is 
not because the government lacks capable and inteffgent'offi¬ 
cials, bui because it is so organized tnat managerial direc¬ 
tion on an afl-lndia outlook is extremely difficult. The general 
impression, not very wrong, is that Intfia has the most obdurate 
and inflexible bureaucracy the free world has ever known. Its 
resistance to change creates the impression in the rest of the 
world that India is in a state of “suspenseful indecision" and has 
not Irrevocably left behind the terminal stage of our forty-year 
affair with shabby-state-socialism. 

I 

The cement industry 

The year under review was marked by all round increases in the 
cement industry's contribution, capacity utilization went up to the 
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highest level since the age of sanity (in the form of partial decontrol) 
began in 1962. 

The Eighth Five-Year Plan (1992-97) identifies six areas of 
strength in the Indian economy, and cement is one of them The 
production of cement is envisaged to increase from 53 million tonnes 
in 1991-92 to 76 million tonnes in 1996-97 The construction industry 
is the biggest single employment-generating industry of India. During 
the Eighth Plan, out of a total investment of Rs. 7,98,000 crore. about 
Rs 20,540 crore is expected to be invested in the construction 
industry The Eighth Plan envisages the construction of 23 3 million 
dwelling units in terms of backlog, and 63 8 million new dwelling units 
to meet Incremental housing needs 

But, deplorably the concreting of roads has no priority. 
After four decades of independence, as many as 98 per cent of 
our national highways are non-motorable by world standards. 
Although thfey constitute only 1.5 per cent of our total road 
length, they carry 35 per cent of the road traffic. 

Recent cuts in governmental expenditure on a whole range of 
development programmes will mean a significant reduction in demand, 
since the government - with 40 per cent offtake - is the biggest single 
consumer of cement 

The Eighth Plan lays great emphasis on export of cement, in 
view of the fact that our neighbouring countries are net 
importers of this commodity The Plan projects cement exports to 
increase from one million tonnes in 1991-92 to 5 million tonnes in 
1996-97 


The Company’s working 

Your Company s response to the new er 'iionment has been 
heartwarming Capacity utilization went up to a record level of 102 per 
cent, knth four units chalking up well over 110 per cent, while one - 
Gagal - achieved a record of 163 per cent The high level ol 
production was achieved despite severe powei shortages Project 
work to augment capacity is well on schedule 

The vagaries of the monsoon are less unpredictable than 
the whimsical changes in our tax laws. The reduction in deprecia¬ 
tion allowance and the removal of investment allowance are 
wholly inconsistent with the avowed policy of the government to 
lower taxes. Yotfr Company’s tax liability of Rs. 103 crore on a 
profit of Rs. 213 crore in the year under review, may be 
“ compared with that of Rs. 20 crore on a profit of Rs. 131 crore in 
the previous year. Wealth-tax on public companies was aboli¬ 
shed in 1960. This year the Finance Act has again made all 
companies liable to wealth-tax in respect of certain assets, one 
of which is “urban land". The reimposition of wealth-tax on public 
companies is a most reprehensible step. The delirious stock 
markets, which operate in a thought-free zone, do not seem to 
fc have even noticed the repercussions of the reimposition of 
£ wealth-tax on pubic companies in which millions of shareholders 
w are interested. 


the lop echelon of similar producers in the world The full benefits of 
the large investments made during the year will be reflected 
handsomely in the coming years 

The achievements of the Research and Consultancy Directorate 
(RCD), a totally sell-supporting division, with Dr A K Chatterjee as the 
head, deserve warm appreciation, and have been noted in the 
Directors Report The extension of RCD's consultancy services 
beyond national boundaries - to Saudi Arabia Sudan, Yemen and 
China •- is yet another feather in the cap ot this young division 

The engineering subsidiary, Associated Tyre Machinery 
Company (ATMC) has recorded over 45 per cent increase in .ts sales 
turnover New product lines have been introduced, including the 
first-ever 55” tyre press produced by this company Collaborate 
agreements have been entered into with leading British and Japanese 
companies for expansion of the product range 

The shareholders will note with satisfaction that another 
first-ever joint venture project, ACC-Nihon Castings Ltd - with Nihon 
Cement Company, the largest Japanese cement producer - for 
manufacture ot high quality alloy steel castings has been formally 
launched Effective stepS for the project are under way at MIDC 
Butibori near Nagpur in Maharashtra State 

Your Company has finalized a technology collaboration 
agreement with IROX-NKK, Japan, and International Steel Services 
Inc USA for the manufacture of synthetic ferric oxide The plant to be 
set up at Falta, West Bengal, will have a capacity o( 10 000 tonnes per 
annum Synthetic ferric oxide of specified purity level is the basic raw 
material, hitherto imported, tor the manufacture of soft terntes The 
plant, which will be operational by the first quarter of 1994 will meet 
the entire domestic requirements, and will also export the high grade 
materials to countries in Europe and South-east Asia 

Further, a significant equity stake has been acquired in Webel 
Electro Ceramics-(WECL) Ltd, Kalyam, Wes' Bengal, to provide 
synergy between the raw material to be produced by ACC and the 
electronic components to be manufactured by WECL This will be one 
of the largest soft ferrite manufacturing projects in the country 

The true index to a company's greatness is not only its 
turnover, not only its quantum of profits, but its human resource 
- The Ultimate Resource. Under the high-powered stewardship 
of Dr. S Ganguly and his colleagues - backed by a loyal and 
dedicated workforce - your Company has proved itself an expert 
in the management of change its success will be judged not 
merely by the market value of its shares, but by the pride of place 
your Company occupies in the hearts and minds of the people it 
seeks to serve 

In the final analysis, I believe we shall be measured by an 
even more stringent yardstick how effectively did your 
Company play its role m helping India achieve the transition from 
a developing to a developed nation 

Bombay. August 10. 1992 


Expansion, development, diversification 

Your Company is on the threshold of a new era of 
expansion, development and diversification; and we are looking 
forward to an exciting future, not without its chalenges and 
risks. 

For the first time, your Company has exported refractories 
against international competition In the area of refractories, the 
product-mix is continuously being upgraded to high value products 
Several collaboration agreements - including those with ferro 
Corporation, USA, Refratechmk GmbH, Germany, Torres Refractaires 
du Boulonnais (TRB), France, and Nibek Ltd , UK, for a broad range of 
advanced refradortes/cOrarmc materials will position your Company in. 


The Associated Cement Companies Limited 
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Russia’s ‘Big-Bang’ Entry into IMF 

R G Gidadhubli 
Abhijit Bhallacharya 


Having successfully engineered Russia's entry into the IMF. Yeltsin 
has now to do a delicate balancing act to achieve maximum 
benefits which will satisfy all the conflicting political interests 
within the country. 


RUSSIA’S formal admission as a member 
into the IMF on June 1, 1992 is yet 
another landmark in current history after 
the disintegration of the former Soviet 
Union (FSU). 

The FSU was a participant of the Bretton 
Woods conference in 1944 for setting up 
the International Monetary Fund (IMF) 
but did not become a member on the 
quota issue. The country has taken a cost¬ 
ly detour, as noted by Ldward Bernstein 
who participated in the 1944 conference, 
in seeking membership of the IMF [IMF 
Survey , November 18, 1991 j. Now by vir¬ 
tue of entry into IMF, Russia has also 
become a member of the World Bank from 
the middle of June 1992. Prior to that in 
April 1992 Russia became a member of 
European Bank for Reconstruction and 
Development (EBRD). Thus a new chapter 
has been opened as Russia is trying to in¬ 
tegrate itself with international financial 
institutions to get western help and stabi¬ 
lise her economy. 

The IMF has fixed Russia’s membership 
quota at 2.874 billion special drawing 
rights (SDR) which will allow Russia to 
borrow $ 4 billion in 1992 from multi¬ 
lateral lending institutions. This may part¬ 
ly help Russia in covering up deficit in the 
balance of payment. Russia has also been 
promised a loan of $ 24 billion by the IMF 
and the World Bank. But Russia’s entry 
into the IMF has raised a debate and con¬ 
troversy among politicians and academics 
in Russia as the economy is passing 
through a crisis. 

Even as Russia’s membership of the IMF 
was being hailed in the west, the Russian 
president Boris Yeltsin in a dramatic out¬ 
burst said that he would not allow western 
governments or the IMF to dictate the 
pace of reforms in Russia. This was a reac¬ 
tion as much to the IMF conditionalities 
for loan to Russia as an attempt to accom¬ 
modate to the prevailing viewpoints 
among political groups in the country. 

Yeltsin is aware of the fact that his 
shock statement whs being criticised by 
some political leaders such as the vice 
president Alexander Rutskoi, the speaker 
of the Russian parliament Ruslan Khasbu- 


latov and others. In their opinion Yeltsin’s 
radical reform policies are being guided 
by the IMF and the west which have 
worsened the economic situation in Russia 
in the last four to five months. The view¬ 
point of this group was strengthened by 
the angry response Yeltsin received dur¬ 
ing his’ visit to provincial towns from 
housewives and factory workers who were 
the victims of hyperinflation 3nd reces¬ 
sion in the country. Moreover, on the issue 
of external assistance as a whole Rutskoi 
has cautioned Yeltsin against too much 
reliance on foreign investors since they 
would not want Russia to be a powerful 
country. In his opinion Russia should re¬ 
ly on its own potential and pursue reforms 
not at the cost of the common people. 
Rutskoi is particularly critical of Igor 
Gaider, the vice premier of Russia who 
has attached great importance to IMF 
assistance for the revival of the Russian 
economy. 

Gaider who was the chief representative 
of the Russian government in discussions 
with the IMF and World Bank officials 
tn April 1992 assured them that the pace 
of reforms in Russia would be accelerated 
and that Russia would not turn back nor 
curtail reforms aimed at making the rou¬ 
ble convertible. He confidently informed 
the IMF that Russia would also speed up 
the process of opening up of the economy 
especially in the realm of agriculture, 
privatisation and liberalisation of foreign 
trade. 

According to Gaider the terms for 
Russia’s entry are appraised as most ad¬ 
vantageous. Firstly, Russia’s quota in the 
IMF will be 3 per cent which corresponds 
to ninth place immediately following the 
Big Seven and Saudi Arabia. Its share in 
the World Bank's capital will be 2.99 per 
cent which means that Russia will share 
the sixth place with India, Italy, Canada, 
China and Saudi Arabia. Secondly, Russia 
will have its own representatives in the 
councils of directors of the IMF and the 
World Bank. Thirdly, Russia’s entry into 
these organisations opens up an oppor¬ 
tunity for receiving the much-needed 
credits for revamping the economy. 


One question that has been raised and 
discussed in Russia is how the credit of 
S 24 billion would be used and repaid. It 
is also felt that Russia should not find 
itself in the clutches of the western coun¬ 
tries as has happened with several develop¬ 
ing countries. For instance, G Yavlinsky 
who had made all efforts for (Soviet) 
Russian membership of IMF in 1991, ex¬ 
pressed his doubts about the proposed IMF 
loan to Russia in his interview with the 
correspondent of Komsomobkaya Pravda 
[Komsomotskaya Pravda , Moscow, April 
28, 1992]. In his opinion, Yeltsift’s govern¬ 
ment did not clarify how the money was 
going to be utilised, under what condi¬ 
tions and how Russia would repay, etc Ac¬ 
cording to Yavlinsky, by itself IMF credit 
is not a sufficient basis for making poli¬ 
tical decisions on economic matters for 
Russia. While IMF has to its credit suc¬ 
cessful experimcnts.of supporting econo- 
•mic transformation, there are also failures. 
If the receiving country does not take into 
consideration the reality of situation and 
pays attention to external effects, IMF 
credits may become unwieldy and a long¬ 
term burden not only financially but 
otherwise. 

Gaider has said that the Russian 
government has clear ideas on the ways 
to use the IMF funds. He has explained 
that IMF and western credits are specified 
for different objectives and are to be used 
accordingly—organisational and reserve 
credits, stabilisation fund, sectoral adjust¬ 
ment credits and so on. For instance, in 
the case of stabilisation fund there is a 
timetable and mechanism of its creation, 
and use. In the case of sectoral-adjustment 
credit the government cannot make haste 
in seeking to grab it without considering 
how to put it to productive use and how 
to repay it. 

On this issue Yeltsin has assured his 
countrymen in Archengel news conference 
recently that “we do not want to plunge 
head over heels and grab all the S 24 
billion. We are acting very cautiously and 
will take strictly defined amounts for con¬ 
crete programmes, including S 6 billion on 
stabilising the rouble.’’ On the question of 
debt, Yeltsin felt that Russia would avoid 
the social upheavals that shook some 
developing countries. 

But the IMF officials are not fully con¬ 
vinced that the Russian government has 
taken enough precautionary measures for 
the judicious use of western credits. It ap¬ 
pears that the Russian negotiators in the 
IMF discussions wanted flexibility in the 
use of promised IMF and western credits. 
Hence the IMF is-asseiting that much of 
the proposed $ 3 billion in loans for - 
Russia should be used to build up hard 
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cuneacy reserve* rather than to finance 
impofts of spare parts needed by Russian 
industry (International Herald TYibune, 
June 17, 1992). 

Russia will be eligible for the first loan 
of IMF only in July 1992. It is possibly 
implied that before providing loan facility, 
the IMF will review the extent to which 
its earlier advice has been implemented by 
Russia, \feltsin possibly disagrees with this 
and has hence reacted sharply on IMF 
conditionalities. But he is aware that IMF 
has been reminding repeatedly stressing 
the need for Russia to take bold economic 
measures. Recently, the interim committee 
of the IMF urged “the need for Russia’s 
prompt implementation of strong IMF 
supported programme of stabilisation and 
reform (which) would be essential to help 
mobilise the substantial domestic and ex¬ 
ternal resources required for sustainable 
growth”.* 

IMF Poi ic y 

The policy direction of the IMF towards 
the eastern bloc countries (the former 
Soviet Union and the east European coun¬ 
tries) was contained in the address of the 
IMF managing director Michel Camdesus 
on December 20, 1991 in Rome when he 
said: “The prospects that the decisive shift 
towards political democracy and to a 
market economy is a unique challenge to 
these (EB) countries and to the rest of the 
world. We must meet this challenge with 
wisdom, resolve, and imagination. Too 
much is at stake for the world to let the 
reform process fail for that would be a loss 
for all humanity, not only for the peoples 
of these countries. For IMF it is an in¬ 
escapable duty to make contribution as ef¬ 
fective as possible at one of the prime 
point of history!’ 

Following from this, he has made a 
commitment to extend financial support 
to the CIS countries which was borne out 
in the address at the Georgetown Univer¬ 
sity School of Foreign Service on April IS, 
1992 when he stated that the IMF could 
provide $ 25-30 billion to the request of 
former Soviet Union in their transition to 
market economy [IMF Survey, May II, 
1992]. 

While recommending certain guide¬ 
lines, the IMF policy-makers are aware of 
the fact that several reform measures are 
threatening the stability of economy. In 
their opiniou they could be introduced 
with due corrective measures. For in¬ 
stance, correcting artificial and irrational 
pricing system of the socialist command 

• -'GidadhuMi R G and Abhijii Bhattacharya, 

’IMF-World Bank Recipe for the Soviet 

Economy’, EPW, June 22, 1991. 


system is necessary by releasing suppress¬ 
ed inflation, but it is possible to take cor¬ 
rective measures to avoid the possibility 
of hyperinflation. This could be done by 
introducing and maintaining firm finan¬ 
cial discipline on the fiscal and monetary 
fronts. 

M Camdesus opined that IMF had 
decades of experience of handling and 
solving the problems of member countries 
which could be put at the disposal of the 
reforming (EB countries) Russian eco¬ 
nomy. His confidence in reforming Russia 
with IMF prescriptions was possibly 
strengthened by his assessment of the en¬ 
couraging initial results of Czechoslovakia, 
Hungary, Bulgaria with IMF supported 
programme. Russia should also understand 
the constraints of the IMF which needs 
some guarantee that its financial assis¬ 
tance will bring about real improvement 
in the economy. Bui the turmoils in the 
newly independent CIS countries exacer¬ 
bated by ethnic, nationalistic and inter- 
republic political conflicts are worsening 
the economic situation. 

Yeltsin is in a dilemma. Although he is 
a radical reformer, he is undtr contrary 
pressure from various sections of social 
and political groups, bureaucracy and 
military. Hence his actions and pro¬ 
nouncements are often contradictory. He 
appointed three duputy prime ministers 
from the old conservative group thus giv¬ 
ing-signals that he was not neglecting that 
group. Later, on the eve of his departure 
to the US in June 1992 for the summit 
meeting with George Bush, Yeltsin ap¬ 
pointed radical reformer Igor Gaider as 
the prime minister of Russia to convey to 
the western world that he remains com¬ 
mitted to radical reforms, free market 
economy and private enterprise. On the 
pace of economic reforms also, Yeltsin has 
blown hot and cold at different times in 
the last few weeks while addressing dif¬ 
ferent audiences. 

Russia’s economic modernisation needs 
vast resources. According to the American 
firm Morgan Stanley, an annual minimum 
of $ 150 billion would be needed by the 
FSU merely to prevent the breakdown of 
the reform programme in the near future. 
But the opponents of the IMF -western aid 
are yet to realise the importance of foreign 
capital to make the Russian economy 
stand on its feet. Being sentimental at this 
hour may be unrealistic 

But the government and the most vocal 
supporters of the IMF aid are also some¬ 
how trying to downplay the difficulties in¬ 
volved in the utilisation of the loan. For 
example, the Russian deputy finance 
minister Leonid Grigoriev told Izvestia 
[May I, 1992], that the underlying pur¬ 


pose of the IMF aid was the same as that 
of the Marshall Plan for post-war Europe: 
But Grigoriev might have conveniently 
forgotten that the Marshall Plan tried to 
rebuild the war-ravaged economy on an 
already well-established legal and institu¬ 
tional and also psychological foundation 
of capitalism whereas in Russia the IMF 
would have to help Yeltsin build such a 
society from scratch. Unfortunately, the 
IMF recipe is yet to reflect this basic dif¬ 
ference. The IMF policy of shock therapy, 
which even, otherwise, has a very low rate 
of success may lead to a real catastrophy 
if it is introduced in today’s Russia. Hence 
Yeltsin observed that IMF is not fully con¬ 
versant with complexities in Russia. 

The economy which is undergoing un¬ 
precedented recession (GNP decline of 
15-20 per cent and output of goods deal¬ 
ing by over 30 per cent) with galloping 
inflation, the harsh demand squeezing 
measures like liberalisation of prices, 
removal of subsidies, and hiking of in¬ 
terest rates can truly ignite an extremely 
powerful social bomb. As we argued 
earlier in proposing thetr programmes for 
reforms, the IMF/World Bank officials 
are placing relatively less emphasis on 
social and political problems. They may 
not be able to bear any responsibility for 
the implementation of a social policy. 
Anyone who has had some experience 
with the previous system in Russia can 
understand what would be the effect if the 
welfare system though inefficient in its 
Soviet form, is abolished in one stroke. 
For example, without establishing a tem¬ 
porary public distribution system, the 
removal of food subsidies, has already 
sparked food riots at various places. The 
distribution system has been virtually sur¬ 
rendered to the mafia. 

One cannot help but get a feeling that 
most probably there is a line of thinking 
in the IMF that the more severe the dis¬ 
equilibrium in an economy, more harsh 
and swift should be the reform measures. 
Otherwise it is totally incomprehensible 
as to why according to the IMF the Rus¬ 
sians are supposed to wipe out their 25 per 
cent budget deficit within a year when 
even the US is taking almost five years to 
reduce the deficit by only 2 per cent. 

Moreover, the Russians have been told 
to introduce a tough monetary policy 
which is obvious since without such a 
policy one cannot cfieclively check fiscal 
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profligacy and inflation. But a tight 
monetary policy in all probability may not 
have the same -’'feet in a non-market 
economy which is in crisis as it generally 
has in a capitalist economy. At least one 
reason for this is that all the bankrupt 
industries in the centrally planned econo¬ 
mies are not necessarily inefficient. On the 
contrary some of the bankrupt industries 
are most efficient. The reason for their 
bankruptcy is irrational price system, 
bureaucratic management and maldistri¬ 
bution of wealth by the all powerful hands 
of the state in favour of the most ineffi¬ 
cient. Now they are starved of funds not 
only for investment but for payment of 
wages. A high interest policy will now very 
adversely affect these efficient enterprises 
since the state has already gobbled up 
their equity and there is no way open for 
them to mobilise resources 

Finally, stabilisation ol the currency ex¬ 
change rate is an impouam IMF condi¬ 
tion to stabilise the Russian economy. 
Though $ 6 billion will be granted 10 back 
this move, if the fiscal and monetary 
measures fail 10 deliver the goods, as is 
likely to happen the proposed stabilisation 
of the rouble and its convertibility will 
oniv remain a day dream 

Under the circumstances it is necessary 
for both the IMF and the Russian govern¬ 
ment to adopt a pragmatic approach to 
achieve the ultimate objective as Russia 
has entered the IMF. In this regard the of¬ 
ficials of the Bank administration right¬ 
ly observed on the eve of Yeltsin’s summit 
meeting in June 1992 that both the Yeltsin 
government and the IMF should modify 
their positions and be ‘realistic about 
Russia’s ability to move economic 
reforms’ [Economic Times, June 12, 
1992]. There is a fear that too much in¬ 
sistence on belt-tightening in Russia would 
result in the collapse of the social fabric 
and that of the Yeltsin government. 

The blessings of the IMF are necessary 
for Russia without which it is unlikely to 
get $ 24 billion credits from the western 
nations nor loans from the World Bank. 
Hence the Yeltsin government is keen to 
reach an agreement with the IMF well 
before the western industrialised nations 
meet in Munich in July 1992 whijch Yeltsin 
proposes to attend [International Herald 
Tribune, June 8, 1992[. 

The Bush administration has, in the 
mean time brought pressure on the IMF 
to provide S 1 -billion assistance to Russia 
even before its conditionalities are 
adhered. This may at best be a temporary 
reprieve. Yeltsin has to overcome several 
challenges and constraints to succeed in 
his promise of making economic reform 
irreversible 


APPOINTMENTS 



The Reserve Bank of India has recently 
established an Endowment Unit in Rural 
Economics in the institute of Rural Manage¬ 
ment, Anand (IRMA), Dr. Katar Singh has been 
appointed RBI Chair Professor in the Unit. 
IRMA requires the following staff under the 
Unit. 

1. Research Associate — 1 initially for a 
period of 4 years in the pay scale of 
Rs. 2200-75-2800-100-4000 with other 
allowances as admissible under the IRMA 
rules. 

2. RBI Research Fellows — 2 for a period 
of 3 years. The fellows will be paid con¬ 
solidated stipend of Rs. 1800 per month 
each in the first two years and Rs 2100 
in the third year. Besides, they will be en¬ 
titled to a contingency grant of Rs. 5000 
for purchase of books antf stationery and 
meeting travel expenses in connection 
with their thesis research. The Fellows 
will be required to register for Ph.D. in 
any one of the three Universities that 
have recognised IRMA as a centre for 
doing Ph.D. thesis research. 

Qualifications. For Research Associate (i): 
A Master’s Degree with at least 55% marks 
in aggregate in Agricultural Economies/ 
Economics/Business Economics/Econo- 
metrics; (ii) at least 3 years of research 
experience or a Ph D. degree; (iii) skills in 
quantitative tools and techniques and work¬ 
ing knowledge of word star, LOTUS, and 
dBase software packages. 

For RBI Research Fellows: A Master’s 
Degree with at least 55% marks in Agri¬ 
cultural Economics/Economics/Business 
Economics/Econometrics. Preference would 
be given to those who have passed the UGC’s 
NET/JRF exam. 

Applications may be sent to the Administra¬ 
tion Officer, Institute-of Rural Management, 
P B No. 60, Ahand-388 001, within one 
month of publication of this notice. 
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N Janardhana Reddy 
Chief Minister 

The country witnessed rejuvenation of 
national economy. Political process - 
restored in the most disturbed area— 
Punjab. The country’s prestige enhanced. 
The Prime Minister’s bold and thoughtful 
actions have changed the national agenda 
from non-issues to issues of economic 
progress and development. 

Following the lead given by 
Sri P. V. Narasimha Rao, Andhra Pradesh, 
under the dynamic leadership of 
Sri N. Janardhana Reddy, has taken up a 
number of schemes for the all round 
development of the State and the 
improvements in the lot of the poor. 

STATE LEVEL 

• P. W. G. and other allied organisations 
banned to create sense of security 
among people and ensure peaceful 
and orderly development of State. 

• Subsidised rice for weaker sections 
continued. 

• Open School system introduced for 
school dropouts, particularly girls. 

• Maternity assistance of Rs.900/- each 
being provided for pregnant 
agricultural women workers. 


New Industrial Policy announced to 
accelerate industrial development in 
the State, offering incentives to 
entrepreneurs. 

• Small and tiny industrial units 
offered special incentives. 

• National Highways department has 
taken up new works worth Rs.370 
crores in the State. 

• Rs.100 crores additionally allocated 
apart from Budget allocation, for 
maintenance and repairs of rural 
roads. 

• Rajiv Technology Mission set up to 
bring the fruits of technology to the 
rural areas. 

• 74,000 acres surplus land distributed 
upto April 1992, exceeding the target 
of 18,000 acres fixed by the Union 
Government. TVo lakh acres to be 
distributed in 1992-93. 

• 10,000 houses for the beedi workers 
in the State this year. 


Government of 
Andhra Pradesh 


P. Krhhnamurthy 
Minister of I & PR 


ISSUED BY COMMISSIONER, INFORMATION AND PUBLIC RELATIONS: HYDERABAD. 
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So what? 



In this day and age of fast growth stories, you have to 
take some with a pinch of salt. 



So the difference is that we have grown 400 times in 
the past two decades to a turnover of Rs 1964 crores. 


So we’re now investing Rs 5000 crores in 
21 concurrent projects. Almost half of which amount 
represents internally generated resources. And our joint 
venture abroad will make up India’s largest overseas 
investment. 



So our diverse product mix includes plastics, synthetic 
rubber, synthetic fibres, fibre intermediates, 
chemicals ... Produced in 30 plants, utilizing technology 
tie-ups from nine countries. Serving growing mass 
markets. 

So our current turnover of Rs 1964 crores will more 
than double in the next five years. And we’ll continue 
to be the largest petrochemical company in India. 

So we were rated the “World’s Best Performing 
Petrochemical Company” by Chemical Insight, London. 



So 


what more? 



Indian 

Petrochemicals 

Corporation 

Limited 



WHAT A REAL BLUE CHIP OUGHT TO BE 


HTA2867 


ORISSA MARCHES AHEAD 

“We have to launch a ceaseless 
crusade against poverty, 
unemployment, backwardness and 
corruption with discipline and 
dedication’’ 


Orissa with its rich heritage, a splendid 
past and bountiful resources is now on 
the threshold of prosperity under a 
dynamic and forward looking 
Government 

★ Restoration and extension of 
democracy by holding elections to 
the Municipalities and Panchayati Raj 
institutions ensured. Due 
representation given to women, 
scheduled caste and scheduled tribes. 

★ Government is particularly committed 
for upliftment of the rural poor More 
than 50% of Plan allocation 
earmarked for rural development 

★ For economic regeneration, a climate 
conducive to rapid industrialisation 
created. Bhoomi Pooja for the 2nd 
Steel Plant at Jakhapura, necessary 
preliminaries for Oil refinery at 
Daitari and 3 Aluminium Plants in 
districts of Western and Southern 
Orissa completed. Steps taken for 
revival of sick industries and sanction 
of special incentives for small scale. 


* >, 4 ' 




ai * ' 

-V 




Blju Patnaik 

Chief Minister 


village, agro-based and mineral-based 
industries. 

Steps to make the State surplus in 
power generation by end of the 
century by completing on-going 
projects and setting-up of new 
thermal plants with foreign 
investment. 

Administrative machinery revamped 
to achieve the objective of socio¬ 
economic growth. 

Self-respect of people restored. 

People of Orissa under the 
inspiring leadership of Sri Biju 
Patnaik are determined to march 
forward towards a brighter future 
with greater self-confidence. 


Issued by Information and Public Relations 
Department, Government of Orissa. 
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PERSPECTIVES 


Family Courts: A Critique 

D Nagaaaila 


The setting up of family courts represents a shift from legalism to 
welfarism. The introduction of conciliation and the informal 
justice system, without safeguards, could have the effect of 
relegating women and women's issues to the ‘private’ sphere. 

THE Family Courts Act enacted in 1984 However, the role of the counsellors is not 
has come into force on various dates in very dear—whether they are to counsel 

various states while in some it is yet to be litigants prior to the filing of the cases or 

notified. The act itself limits the establish- after, and whether the judge and the 

meat of family courts to cities or towns counsellor counsel the parties simul- 

whose population exceeds one million and taneously. The act casts a duty on the 
leaves the discretion of establishing it in family courts to conciliate and to make 
other areas to the state governments, efforts for settlement, does away with the 
As of today family courts have been formal rules of evidence, provides for the 
established and are functioning in the participation of social welfare organisa- 
dties of Bangalore, Madras, Bombay and tions, and does not permit the parties to 
Pune. The family courts have now been the dispute to engage lawyers as a matter 
functioning for at least three years in some of right (3). 

of these cities and the experience with It is important to point out that the 
regard to their functioning has been Family Courts Act is only a procedural 

uniformly unhappy particularly for law and does not in any way alter the 
women [1]. substantial rights of the parties which are 

Yet the family court were established as still guided by the Personal laws. The 
a response to the demands of the women’s Family Courts Act merely substitutes for 
movement. It ws argued that the formal the procedure established by the Civil Pro- 
legal system, with its adversarial pro- cedure Code; it does not confer any 
ceedings was unsuited lor the resolution substantive rights on the parties. While 
of family disputes. Adversary proceedings this is so, it is equally important to bear 
by their very nature were seen to promote in mind that procedural safeguards are as 
discord between the parties and to hamper important as substantial rights, for pro¬ 
file prospects of a settlement or concilia- cedure helps define the steps to be taken 
tion. The formal rules of evidence and the in order to give effect to the rights, 
civil procedure code restricted the possi- “Separating rules of method and pro- 
ble role that the judges could play in help- cedure from substantive rules .. helps to 
ing the parties to the dispute to arrive at ensure the regular predictable application 
amicable settlements. The. presence of of those substantive rules. Thus, convcn- 
lawyers, it was felt, further reduced the tional and reliable ways of working with 
chances of settlement [2J. It was with a substantive rules permit one to specify in 
view to overcome these difficulties and to advance the consequences of particular 
provide for a more humane approach to activities" (4). 

the settlement of family disputes that From the scheme of the act, it is very 
family courts were demanded and even- clear that there is a shift from formal ad- 
tually established. judication of disputes based on rights to 

To begin with, the Family Courts Act conciliation of disputes based on the 
1984 provides that all suits or proceedings needs of the individuals concerned as well 
dealing with nullity of marriage, dissolu- as those of the society. More importantly, 
tion of marriage, restitution of conjugal there is an attempt to relegate matrimonial 
rights, judicial separation, disputes bet- issues from the public to the private sphere 
ween the parties to a marriage with respect ' within the formal legal system. ‘Private’ 

to the property of the parties and so on, here is used not in terms of ‘private’ nature 

would be within the jurisdiction of the of proceedings but with regard to the 

family courts. The jurisdiction of the manner and nature of proceedings in 

district courts as far as these matters are which ail forces and influences outside the 

concerned is barred. In other words, all parties concerned are removed and settle- 

matrimonial disputes were brought under ment is attempted by the judge In other 

the umbrella of a single court. The act words family disputes are seen as pro- 

providcs for counsellors who are to assist blems between individuals, not concern- 

the court in the discharge of its function, ing the larger society. An attempt is made 


here to analyse the impact this shift can 
have on individual women involved in 
disputes, and its potential for marginalis¬ 
ing women, women’s issues, and the 
women’s movement. 

Conciliation as an Alternative 

One of the main criticisms of the tradi¬ 
tional adversary system is its objectivist 
and impersonal approach. “It relies on 
rights and adopts an abstract hierarchy of 
rules regulating the interaction of in¬ 
dividuals" [5]. Moreover, courts are bound 
by precedent, which does not allow for 
contextual decision-making [6]. It has 
been held that “family disputes are well- 
suited to alternative forums because the 
conflicts often involve a complex interplay 
of emotional and legal complaints” [7], 
A relatively unstructured procedure which 
could take into consideration personal 
sentiments and sensitivities was proposed 
as preferable. Again it was urged that in 
the formal legal system parlies are left to 
the mercy of the lawyers, while they 
themselves have little or no control over 
the proceedings. Legal expediency, it is 
charged, lends to take precedence over all 
other considerations [8], 

The family courts have been set up to 
remedy these drawbacks. In contrast the 
more formal legal structures that of the 
family courts, it was hoped, would make 
it possible for the parties to represent their 
own cases and thus to have more control 
over the decision-making process. Relief 
it was believed, could be moulded to suit 
the needs of every individual case. 

Underlying this whole approach is the 
assumption of equality between the par¬ 
ties to a dispute. The act has nowhere 
taken into consideration the basic 
discrepancy in power between men and 
women. When two unequally placed per¬ 
sons are brought to the negotiating table, 
it is only natural for the stronger of the 
two parties to take advantage ol the situa¬ 
tion. In the present context the stronger 
party is invariably the man; the woman 
is inevitably placed in a less advantageous 
position. This leads to a situation whereby 
the woman is often forced into com¬ 
promises much against her wishes. She 
stands in danger of entering not only into 
unwanted compromises but even into 
compromises which menace her own 
safety and interests. 

To what extent does the Family Courts 
Act as it exists today, remedy the evils of 
the formal legal system. While taking into 
account criticisms of the functioning of 
the traditional legal system, it is also 
essential that we look into the actual func- 
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uoning of the informal justice system in 
th$ family courts. The infrastructural 
facilities for conciliation available in the 
centres where family courts have been set 
up are poor, to say the least. Conciliation 
often takes place in makeshift rooms. 
The time available is usually limited. 
Counsellors deal with tens of cases every 
day. The time that they can spend with 
each party is in the maximum a couple of 
hours spread over three to four sittings. 
If conciliation and counselling is to be 
taken seriously, this is hardly the way to 
go about it. Lack of infrastructural 
facilities is a reality that one has to con¬ 
tend with when a demand for state- 
sponsored, mandatory conciliation is 
made. The situation is much the same in 
some first world countries [6]; one can 
well imagine what it is in third world 
countries. In the Indian context lack of 
trained personnel in the field of family 
counselling is another factor to contend 
with. What is happening today is that per¬ 
sonnel of voluntary organisations are 
called to function as counsellors and very 
often these people have no clue as to the 
role of a counsellor. 

The Family Courts Act prescribes con¬ 
ciliation with the dominant purpose of 
‘preserving the institution of marriage’ 
and ‘promoting the welfare of children'. 
The statement of objects and reasons to 
the act reads, “.. .that family courts be set 
up for the settlement of family disputes, 
where emphasis should be laid on con- 
ciliation and achieving socially desirable 
results..In the appointment of judges 
the act specifies that “every endeavour 
shall be made to ensure that persons com¬ 
mitted to the need to protect and preserve 
the institution of marriage and to promote 
the welfare of children... are selected!’ 

This repeated emphasis on the preser¬ 
vation of the institution of marriage can 
work against the interests of women. “It 
is undisputed that marriage and family is 
precisely the area where women are most 
oppressed, powerless and denied the very 
basic right of self-protection. Some of the 
heinous acts of violence on women— 
dowry deaths, wife battering, rape and the 
like—take place within the institution of 
marriage” [8j. Similarly concern for the 
welfare of children, while essential should 
not go to blur the interests of the spouses. 
“A procedure which marginalises the 
needs and interests of spouses as in¬ 
dividuals may effectively silence those 
needs. Informal pattern of judgments 
made in the interests of children may hide 
the value content of these judgments” [9]. 
Thus this preoccupation of the act with 
‘preservation of the institution of mar¬ 
riage’ and ‘welfare of children’ can work 
towards subverting the interests of women. 
Moreover, there seems to be an underly¬ 


ing presumption that the interests of the 
children can necessarily be safeguarded 
only within the institution of marriage, no 
matter how unhappy the marriage is. 

The promise that the parties would be 
able to exercise greater control over the 
course of events in an informal set-up may 
prove illusory. To begin with, the choice 
of a conciliator or mediator is not in the 
hands of the parties. Conciliation is a 
more personalised process than adjudica¬ 
tion. It is not impersonal and distanced 
like the formal judicial process. As such 
it is important that both the parties to the 
dispute feel comfortable in the presence 
of the conciliation officer. However in the 
formalised conciliation process there is no 
scope for such considerations. Concilia¬ 
tion officers can wield a significant degree 
of power over people in dispute (6], This 
is all the more so when the judge plays the 
dual role of conciliator and judge as con¬ 
templated in the Family Courts Act. When 
a judge who is in a position of power and, 
following the guidelines in the act, has 
been chosen as a person committed to the 
cause of preserving the institution of 
marriage, there can be a strong tempta¬ 
tion to settle as many cases as possible. 
This could often result in compromising 
the interests of the parties and more so 
that of women. 

Conciliation as a concept is not wholly 
new to the Indian legal system. Concilia¬ 
tion proceedings are prescribed under the 
Industrial Disputes Act, 1947 (ID Act). 
There are some vital distinctions in the 
conciliation proceedings contemplated 
under the Family Courts Act. Firstly, 
under the ID Act the conciliation pro¬ 
ceedings and adjudication proceedings are 
kept strictly separate. Conciliation is a 
condition precedent to adjudication, but 
once the dispute reaches the courts the 
judges can only adjudicate and have no 
concern to effect a conciliation. In¬ 
terestingly under the ID Act the concilia¬ 
tion officers have no powers whatsoever. 
In fact, they cannot even compel the 
parties to attend the conciliation pro¬ 
ceedings. The Family Courts Act, though 
it provides for the intervention of 
counsellors, casts a duty on the judge to 
conciliate and settle matters. When 
the conciliation officer is also the ad¬ 
judicating officer the chances of bias or 
prejudice are enhanced. Another impor¬ 
tant difference is that in industrial 
disputes, the bargaining is collective and 
over issues which are not personal or emo¬ 
tional as in family disputes. 

Formal vs Informal System 

The shift from formal to informal pro¬ 
ceedings, from legalism to welfarism does 
not augur well for the women’s move¬ 


ment. The contradictions-and tensions 
that result in entrusting the dual role of 
conciliation and adjudication to the 
judges of family courts is very well argued 
in the Finer Report [10J although the 
author argued for the establishment of 
family courts in the UK: 

The fundamental principle that must govern 
a family court is that it shall be a juridical 
institution which is dealing with family mat¬ 
ters, does justice according to law. This may 
seem to be such an obvious point as to hardly 
merit mentioning, but the need to emphasise 
it arises from the nature of jurisdiction which 
aims lo do good as well as lo do right. To 
promote welfare is an unusual function for 
a court of law. To some extent the courts 
which deal with matrimonial disputes and 
with children arc already familiar with that 
function through references in statutes to 
reconciliation in husband and wife disputes, 
and through the statutory obligation in many 
forms of proceedings which involve children 
lo have first and paramount regard, in any 
decision the court may reach, to their welfare. 
But the deliberate attempt to expand and 
systematise the welfare function which is an 
essential part of the family court concept, 
carries disadvantages as well as advantages, 
which can only be eliminated by clear think¬ 
ing and firm practice regarding boundaries 
and priorities. 

In reality this dual role tends to confuse 
issues and there is the constant danger 
that judges in the name of conciliation 
may forget to give effect even to substan¬ 
tive rights of parties. 

According to the Family Courts Act, the 
rules of evidence are not applicable to the 
proceedings in these courts. 

A family court may receive as evidence any 
report, statement, documents, information 
or matter that may in its opinion, assist it 
to deal effectually with a dispute whether or 
not the same would be otherwise relevant or 
admissible under the Indian Evidence Act. 
Oral evidence need not be recorded in full. 
Apart from this the family court is free 
to lay down its own procedures in order 
to arrive at a settlement [11]. 

No rules have been framed by the 
family courts so far and this leads to an 
arbitrary exercise of power. The purpose 
of procedural rules is lo check the inclina¬ 
tion to be arbitrary and “give constancy 
and stability in situations in which bias 
and passion might distort judgment... 
Rules are necessary because we are not 
always good judges” [12]. Another reason 
why rules of evidence, recording of oral 
evidence, rules of procedure become 
necessary is to help establish a case in the 
appellate forum. The Family Courts Act 
provides for an appeal to the high court 
from all orders of the court. This right of 
appeal becomes unworkable when no pro¬ 
per records are maintained by the lower 
courts. Thus in an hierarchical legal 
system when one tier alone is made infor- 
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mal the interests of the parties are not ade¬ 
quately protected. 

The Family Courts Act excludes lawyers 
during the procedury unless the court 
grants permission. This is due to the 
prevalent idea that lawyers foment litiga¬ 
tion and drive in unnecessary wedges 
rather than helping to bridge gaps. This 
presumption is not without justification. 
But functioning within a system which, no 
matter how informal it is made, is still 
alien to the majority of people, can be a 
difficult task. This is especially so when 
the people who come to the courts are 
people with problems, because of which 
very often they are mentally and emo¬ 
tionally upset. Whatever the criticisms of 
lawyers, they act as some kind of a buf¬ 
fer between the woman and her spouse. 
They protect the woman from facing a 
direct onslaught of violence, either verbal 
or physical. Lawyers can to some extent 
mitigate the power imbalance between the 
parties, whether in presenting a case or 
arriving at a settlement. Finally;Tourt pro¬ 
ceedings whether formal or informal arc 
based on formal statutory rights. Under 
these circumstances it is essential that a 
lawyer or at least a person with legal 
knowledge is available in order to protect 
the rights of the parties. Othci wise 
valuable rights are unknowingly or unwit¬ 
tingly lost, given up, abridged or not 
safeguarded, since the parties lack suffi¬ 
cient knowledge. 

Rights have always conferred both legal 
and political power. Not all rights are ac¬ 
tually realised by the people presumed to 
hold them. Nevertheless, to lake away 
rights, no matter how ineffective they may 
be, amounts to an erosion of power [13]. 
Even though, for example, maintenance 
orders are seldom enforceable, when the 
right to maintenance of divorced Muslim 
women under section 125 of the Criminal 
Procedure Code was removed, this was 
seen as a diminution of their status. 

The existence and assertion of rights is 
a very important source of empowerment. 
It can play a very important role in rais¬ 
ing women’s consciousness. Assertion of 
rights in itself could lead to the psy¬ 
chological and emotional strengthening of 
women. Assertion of rights in the public 
sphere is very significant because of the 
private nature of discrimination against 
women. The subordination and exploita¬ 
tion of women very often takes place 
within the domain of the home and 
family. Hence it is often perceived as an 
isolated, individual problem. Despite the 
growing number of laws regulating the 
‘family* there is still considerable reluc¬ 
tance within the state machinery to 
intervene in ‘domestic* problems. 
However, legal rights and enforcement of 
legal rights through the legal system has 


befcn an important method of bringing 
and keeping women’s issues in the public 
sphere. The introduction of conciliation 
and the informal justice system could have 
the effect of invidiously relegating women 
and women’s issues to the ‘private’ sphere. 
Instead of relying on legal rights to assert 
one’s claim, as in the formal system, one 
has to now appeal to the ‘finer’ feelings 
of the judges and assert one’s own vul¬ 
nerability and helplessness in order to win 
the sympathies of the conciliation of¬ 
ficer/judge. Above all, this mode of con¬ 
ciliation very often not only does nothing 
to challenge the prevailing social mores 
and female role models but in fact helps 
reinforce them. This is especially so when 
the person conciliating is required to be 
"committed to the preservation of the in¬ 
stitution of marriage". 

Alll RNMIVt-S 

The establishment of family courts as 
specialist courts is a welcome move. It 
would help in the growth and advance¬ 
ment of this branch of law. However the 
ael as it exists today could only result in 
the further dis-empowerment of women. 
If the act is to fulfil its purpose then not 
only the structure of the act but its 
underlying presumptions have to be 
remedied. To begin with the unequal 
status of women within the institution of 
marriage has to be acknowledged and 
provided for. Towards this end, looking 
into the provisions of the Industrial 
Disputes Act could provide guidelines. 
The ID Act, though initially enacted to 
provide for a dispute resolution machinery 
between the workers and the manage¬ 
ment, proved to be inadequate in safe¬ 
guarding the interests of the weaker of the 
parties, namely, the workers. Certain 
statutory safeguards were provided for 
them when retrenchments, layoff or 
closure of industries were effected. 
Similarly the Family Courts Act could 
provide for safeguards to women with 
reference to rights over matrimonial 
home, and preference as primary care¬ 
takers in matters relating to the custody 
of children. For instance, the act could 
provide that in cases of proven cruelty 
judicial separation, and divorce the 
woman would have the right to continue 
to reside in the matrimonial home. 
Maintenance is another area the act could 
make provisions for. For instance, interim 
maintenance should be compulsorily 
ordered during the pendency of cases. 
Execution proceedings in all matters 
should be automatically pursued by (he 
courts without the parties having to make 
fresh applications each time. Besides this, 
conciliation should be made purely volun¬ 
tary and should be carried out by an out¬ 


side professional. Voluntary conciliation 
could result in instances where persons 
who want to have conciliation are forced 
into litigation because the other spouse it 
not willing. This is an unfortunate situa¬ 
tion. But again conciliation with an un¬ 
willing spouse may be an exercise in 
futility. Parties should be given the choice 
of engaging the services of a lawyer if they 
so desire. Above all the family courts 
should be structured in such a manner as 
to promote gender justice. In fact in the 
matter of selection of judges it is impor¬ 
tant that persons committed to gender 
justice are given preference. 

The flawed working of the formal 
justice system should not by itself be a 
justification for the existence of the family 
courts unless they actually provide a bet¬ 
ter alternative. The act in its present form 
could put the clock back as far as the 
women’s movement is concerned. 
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Restructuring Change 

Sara Ahmed 

Ecology and the Politics of Survival—(Conflicts over Natural Resources 
in India by Vandana Shiva; Sage, New Delhi and United Nations University 
Press, Tokyo, 1991; pp 365, Rs 250. 


VANDANA SHIVA’s latest thesis is a col¬ 
lective attack on both the quantitative and 
qualitative impact of development on ihe en¬ 
vironment and people in India. 1 li aigucs 
that the nature of economic growth since 
colonialism has been at the cost of the 
material basis of the majority of the popula¬ 
tion. The transformation ol the commons 
(forests, land and water resources) into com¬ 
modities, essentially by the British, has 
threatened the politically weak and socially 
disorganised groups whose very survival 
directly depends on the products ot nature 
outside the market system. (hus, the emerg 
ing environmental conflicts quest-on not 
simply the pattern of development, out also 
the social contradictions over natural 
resource use. In other words, they make visi¬ 
ble the hidden externalities which arc an 
integral part of development 
The conceptual framework outlined in the 
introductory chapter seeks to integrate the 
interaction between what Shiva classifies as 
the three economies of natural resources 
First and foremost is the market economy 
which has as its driving force growth, at 
whatever expense to the natural resource 
base. The second, the economy of natural 
ecological processes, maintains that the price 
of economic development is ecological 
destruction. And finally, the survival eco¬ 
nomy, the critical subject of the book, has 
according to the authors, suffered a double 
blow, for it continues to pay the pi ice of 
both development, or the lack of it (the 
pollution of poverty) and ensironmcntal 
degradation. 

Instead of the uncomfortable dichotomy 
between ecology and economics, the mar¬ 
riage of inconvenience which characterises 
the history of sustainability, we are now ask¬ 
ed to consider a third factor, namely, people 
There is nothing new in such a suggestion, 
for Chambers [1987] in a critique of ‘first 
professional thinking' coined the phrase sus¬ 
tainable livelihoods. This means ensuring 
that the poor have access to sufficient stocks 
and flows of lood and cash to meet their 
basic needs or livelihood security, before 
proceeding to any discussion of sustaina¬ 
bility: 

The first priority (of the poor) is not the en¬ 
vironment or production, but livelihoods, 
stressing both short term satisfaction of basic 
needs and long term security [Chambers 
1987: 15] 

However, the poor are often left out of such 
first professional thinking because the reduc¬ 
tionists and sectoral paradigms of dominant 
knowledge systems tender invisible indi¬ 



genous knowledge about natural resource- 
use and management. In addition, the choice 
ot technology reflects market criteria based 
on efficiency and productivity which are: 
independent of the difference beiween the 
salivljction of basic needs and luxury re¬ 
quirements, between resources extracted by 
ecologically sensitive or insensitive techno¬ 
logies oi of the naiuie of the contribution 
of economic growth lo diverse social cate¬ 
gories [Shiva 1991. 35) 

The rest of (he book contains diverse case 
studies concerning conflicts over two critical 
natural resources, namely, forests and water. 
Ranging from the infamous Chipko move¬ 
ment to the national wasteland development 
programme, from conflicts over large dams 
to water scarcity and the fishermen’s strug¬ 
gle in Kerala, they illustrate a pattern of 
development intervention aimed at the 
reckless commercial exploitation of nature’s 
gifts. However, this rich empirical material 
is not related analytically to Shiva’s concep¬ 
tual framework. Nor does the book critically 
evaluate the internal social dynamics of the 
movements under question—how they are 
organised, who really participates and to 
what exient they are affected by local power 
structures. These are just some of the issues 
that need to be discussed further. 

Rather than review each of these studies 
independently, let me instead examine some 
of the underlying assumptions of the 
author's basic framework. The first of these 
is the proposition that it is imperialist 
expansion which transformed the Indian 
environment: 

lor centuries, vital natural resources like 
land, water and forests had been controlled 
and used collectively by village communities, 
Ihus ensuring a sustainable use of these 
renewable resources. The fust radical change 
in resource control and the emergence of ma¬ 
jor conflicts over natural resources induced 
by non-local factors was associated with col¬ 
onial domination of this part of the world 
[Shiva 1991. 14] 

Such a monolithic imperialist hypothesis 
does not question the essentially hetero¬ 
geneous and ambivalent nature of the early 
colonial stale. It alludes to a traditional, sus¬ 
tainable past, without any examples of col¬ 
lectively organised communities, while 
overlooking pre-colonial feudal relations 
such as slavery (bonded labour) and the 
subordination of women by customs like 
‘sati’ and child marriage. Moreover, as Grove 
[1990: 20] maintains: 

Although the colonial enterprise undoubted¬ 
ly promoted large-scale ecojogical change 


(most of it disastrous), it also helped to create 
a context that was conducive to rigorous 
analytical thinking about the actus! processes 
of ecological change as well as about the 
potential for new forms of land-control. 
Thus, colonial expansion promoted the 
rapid diffusion of new scientific ideas bet¬ 
ween colonies and between metropole and 
colony, over a large area of the world and 
the pioneering conservationist role of the 
colonial state provided a forum for controls 
on the unhindered operations ofcapital for 
short-term gain. This is not to deny the im¬ 
pact of colonialism on people's access to and 
control of common property resources, but 
it is to argue for a more realistic picture 
of pre-colonial relations of production, 
exchange and management of natural 
resources. 3 

The second assumption is the rather 
overstated essentialist doctrine which argues 
that the project called ‘development’ is 
basically inseparable from -a reductionist, 
fragmented and largely, western-imposed 
science and technology: . it is science and 
not politics that is used as the explicit 
justification and legitimation of destruc¬ 
tion” [Shiva 1991: 50], 

However, not all science is reductionist— 
take for example, ecology with its focus on 
linkages, relationships and holism. Shiva 
suggests that ecology can provide a new 
paradigm, based on ecological audits, which 
take into account interdependencies and in¬ 
digenous knowledge. 1 In other words, 
ecology provides a rational and coheiive 
framework for the development of an alter¬ 
native public interest science. But ecology is 
after all, deeply rooted in the biological 
sciences. For environmentalists to be able to 
critique the application of ’science’, towards 
a process of people’s empowerment, .they 
must be able to understand how science 
works. And this understanding often comes 
from members of the scientific and medical 
community who have come to realise the im¬ 
plications of their research and who have 
become what Esteva [1992: 45] calls, 
‘deprofessionaiised intellectuals’. They are 
increasingly strengthening the arguments of 
NGOs and people’s movements, providing 
them with the facts they need to counter the 
power and propositions of the state. 

It is the judicious use of science which is 
important, rather than a simple, blanket con¬ 
demnation of all science. Similarly, to decry 
technology perse is to overlook research in 
appropriate, low-cost and low-energy inten¬ 
sive alternatives such as solar heating and 
wind power, or recent developments in 
pollution-abatement processes and informa¬ 
tion technology which (ms helped network¬ 
ing amongst countless development organi¬ 
sations and environmental groups in the 
south and to a larger extent, the north. 

It would be more to the point if Shiva ct 
al situate science and technology in a socio¬ 
economic and political context which real¬ 
ly seeks to question how, by and for whom 
they are used. For example, biotechnology 
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and female reproductive technology—who. 
benefits, who gains and at what costs to the 
environment and society, it is too much to 
hope and wish, as the author seems to sug¬ 
gest, that we could all, without protest, 
return to some primitive and pristine past 
where there would be none of the evils 
associated with contemporary growth: 

The solution seems to lie in giving local com¬ 
munities control over local resources so that 
they have the right and responsibility to 
rebuild nature’s economy, and through it 
their sustenance [Shiva 1991: 342). 

Such a tentative and albeit, naive policy 
prescription overlooks gender, class (and 
caste or kinship) differences and assumes in¬ 
stead that the community is a homogeneous 
whole which has some notion of the collec¬ 
tive good or common interest. Moreover, it 
does not account for the increasingly global 
dimensions of environmental security or the 
real financial costs of conservation. 

Change is inevitable. But if the discourse 
on environmentalism is to be more than 
merely metaphorical, it must begin to ex¬ 
amine socio-economic and political relations 
which determine people’s access to and con¬ 
trol over natural resources, cultural beliefs 
and values which characterise perceptions 
of environmental change and differing 
epistemological positions which shape in¬ 
stitutional behaviour and responses. 

Restructuring change is not an ovei night 
process: neither, contrary to the ambitious, 
but hollow-sounding Earth Chaitcr, Agenda 
21 and so on, is there a simple, universally 
applicable formula for managing such 
change. While it is indeed important to 
understand and learn from the alternatives 
being proposed by people’s movements, it is 
misleading to assume that we can somehow 
do away with, or bypass the power of the 
state with us increasing control over natural 
resources and capital, both national and 
global. Until social scientists and en¬ 
vironmentalists realise that these structures 
are deeply entrenched and unlikely to disap¬ 
pear, they will continue to be involved in 
head-bashing exercises instead of develop¬ 
ing constructive pathways towards a just and 
sustainable future. 

Notes 

1 The book is in association with J Bandyo- 
padhyay, Pandurang Hegde, B V 
Krishnamurthy, John Kurien, G Narendra- 
nath, V Ramprasad and STS Reddy. 

2 There is a budding tribe of Indian ecological 
historians working on Indian environmen¬ 
tal history, from a range of perspectives. 
Some, like Guha [1989] are not even mention¬ 
ed in the chapter on Chipko, despite his work 
on the subject. See also Gadgil and Guha 
[1992], 

3 Ecological auditing is defined as a "process 
of technological choice through the assess¬ 
ment of material costs and benefits of an 
economic activity...” [Shiva 1991: SI). It 
represents a shift from the conventional em¬ 
phasis on environmental impact assessment, 
ironically although Shiva calls science reduc¬ 
tionist, she uses ecology which is in reality 
a science itself to justify an alternative 


approach to development planning. Ibis am¬ 
biguity is aptly discussed by Sachs [1991] in 
a critique on the contradictions within the 
environmental movement. 
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GOOD scholarly work on rural Bihar is hard 
to come by Sociologists and social anthro¬ 
pologists have paid very little attention to 
studying it. In such a situation, Hetukar 
Jha’s work is indeed a welcome contribution 
though, as we shall sec, it leaves much to be 
desired. At the outset, I want to make it clear 
that in this review the maul concern is not 
to provide a summary of the book but to 
evaluate critically only the core ideas put 
forth by the author. 

The book is based mainly on data col¬ 
lected by investigators using a structured in¬ 
terview schedule from four villages: two in 
the Maithili cultural zone and two in the 
Bhojpuri zone. Using these data the author 
tries to explore various ‘typified or model 
patterns of lelations among the different 
roles, institution-wise, constituting the 
village structure' (p 14). 

One of the primary theses of the author 
is that a village society is made up of two 
structures: ‘primary level structure’ and 
'secondary level structure' (p 14) The 
primary level structure, the prime locus of 
study in the book, is constituted by institu¬ 
tions taken as given by the members of the 
rural society such as the family, social hierar¬ 
chy, ’mahajani’ (moneylending), ‘bataidari’ 
(sharecropping), ‘janouri’ (structure of rela¬ 
tions between owners,and attached labourers) 
and ‘jajmani’. The secondary level structure 
is constituted by those organisations which 
are formed by the members of society but 
not given to them such as those organisa¬ 
tions that propagate novel political and 
social ideas. The author argues that the 
primary level structure is legitimated by 
tradition (p 25). Unlike the primary level 
structure the secondary level structure is not 
legitimated by tradition and is basically 
formed to achieve certain specific goals 
(p 25). it is, however, the factor responsible 
for either change or maintenance of the 
primary level structure, thereby causing 
change or maintenance of the village society 
(P 27). 
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The author’s attempt to differentiate bet¬ 
ween ‘primary level structure’ and ‘secon¬ 
dary level structure' is the source of many 
misgivings. All structures perform some acts 
that help in the maintenance of or change 
in a society. Logically, the ‘primary level 
structure’ must perform some acts that bring 
about change or that facilitate reproduction 
ol a rural society. Thus, the criterion that 
the ‘secondary level structure’ is alone 
responsible for change or status quo 
maintenance in village society, is not tenable 
Likewise, the author’s claim that, unlike 
‘primary level structure’, ‘secondary level 
structure’ is formed by the people for cer¬ 
tain goals, is also questionable. Since, the 
author argues, agents constitute a struc¬ 
ture- -a controversial point in social science—, 
it follows that institutions constituting 
‘primary level structure’ as that of the ‘secon¬ 
dary level structure’ were once formed by 
human beings to achieve certain goals. In 
fact, to argue that a structure has nci goal 
or function or to claim lhat it has no history 
is to transform a historically constituted 
social reality into a mythical product. 

The authoi claims that the villagers do not 
orient then behaviour in class terms. In¬ 
stead, they articulate their behaviour in 
terms of the catcgoncs of ‘baraka’ and 
‘chhotaka/nanh’. Unlike class categories, the 
categories of baraka and chhotaka/nanh are 
quite visible. 'People belonging to these 
categories are easily identified’ (p 49). They 
seem to be ‘natural and legitimate on ac¬ 
count of being reinforced by local tradition’ 
(p 46). So, the categories of baraka and 
chhotaka/nanh, that constitute a hierarchy, 
arc an important institutionalised pan of the 
•primary level structure’. 

But this is truly amazing. How can one 
say that classes in the villages are not visible 
or that the behaviour of different classes is 
not identifiable. Hired labourers can never 
act like landlords or vice-versa, and tnis ts 
extremely visible unless one refuses to see. 
One can also legitimately argue that the 
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categories of baraka and chhotaka/nanh are 
reinforced not by local tradition but by the 
(folhinating tradition. In fact there is nothing 
like one local tradition but multiple tradi¬ 
tions or ideologies in a village. Jha’s asser¬ 
tion that the categories of baraka and 
chhotaka/nanh are ‘natural and legitimate’, 
since they are reinforced by tradition, is a 
manifestation of a species of academic- 
elitism. If one follows his logic all sorts of 
caste and religious exploitation, including 
the practice of untouchability, will have to 
be accepted as 'natural and legitimate' One 
can appreciate the author’s sensitivity to 
tradition but to accept it in the way he does 
would make sociology or social anthro¬ 
pology an accomplice in the practice ol 
domination. 

The weakness of these categories some 
out very clearly when he writes that unlike 
class categories ‘a sizeable number of pen 
pie remain left out of these two categories' 
<p49). There is no term in (he cognition oi 
the villagers to identify them His categones 
are blind to a large .section of people in rural 
Bihar. This seems to be a crude application 
of the ctlinomethodologicai approach Why 
should any one choose a category which is 
blind to a section of people instead of one 
that is sensitive to all sections? There seems 
to be confusion between 'perception' and 
‘structure 1 . The fluidity ol perception can¬ 
not be contained in the notion of structure. 
Hence, ‘primary level structure’ is eon 
tinuously slipping away from its structural 
existence into fluidity. 

Jha states that the categones of baraka 
and chhotaka/nanh create a hierarchy. In a 
hierarchical structure, various positions are 
fixed forever. People who occupy a certain 
position can never occupy another position 
in that structure at the same time. But, he 
writes further that there are people in the 
villages who ‘readily take to the baraka 
and/or the chhotaka/nanh frame of refer¬ 
ence in their day to day life. While interac¬ 
ting with baraka men, they consider them¬ 
selves chhotaka/nanh, they change their role 
and switch over to that of baraka when they 
confront chhotaka/nanh’ (pp 52-54). This 
is a piece of pure paradox inherent in the 
thinking of the author. 

Although the categories of baraka and 
chhotaka/nanh figure everywhere in his 
analysis of rural structures, the author 
nowhere defines them. At one place, he 
writes that these categories are very impor¬ 
tant for his analysis because the villagers use 
them frequently in their everyday life prac¬ 
tices (p 46). In the glossary section, he writes 
that baraka people mean ‘upper ilass peo¬ 
ple" and chhotaka/nanh people mean ‘lower 
class people". The two categories are not bas¬ 
ed on occupation and caste as it is made 
clear by the author himself. If the categories 
are based on income, the author will face 
a number of problems with the categories. 
For instance, how can a poor brahmin (or 
a rich brahmin) and a poor chamar (or a rich 
chamar) behave in the same way? In addi¬ 
tion, a rich person does not treat a poor 
brahmin and a poor chamar in the same 
way. 

Additionally one must add that the un- 
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critical fashion in which the authorises 
barilka or chhotaka as analytical categories 
betrays a value position. Anybody who is 
familiar with Bhojpuri and Maithili langu¬ 
ages would know that the terms chhotaka 
or naph are derogatory. Nobody likes to be 
called chhotaka or nanh. Therefore, Jha 
should have resisted the temptation to believe 
that the largest section of people in a village 
call themselves in a derogatory manner as 
chhotaka or nanh. The fact is that no mat¬ 
ter w hat caste/eommunity people belong to 
they claim a glorious tradition. Therefore, 
i (.haritable explanation for the excessive use 
ol ilie baiaka chhotaka terms would be that 
investigators have spent their time among the 
baraka people 

In the third chapter, the aulhot explores 
the model relationships among the members 
ol iurn! families. Here the categories ol 
baiaka and chhotaka/nanh arc again verv 
important I ot him, in villages Ihetc arc two 
ivpes of lamilies— baraka families and 
chhotaka'nanh lamilies. He analyses these 
two types of families as if they belong to two 
different worlds altogether. It is quite im¬ 
plicit in his analysis that baraka lamilies arc 
embodiment of virtues and chhotaka/nanh 
families of vices l-or example, he states that 
in baraka lamilies members use honorific 
forms of address, maintain discipline and 
privacy, do not answer back to their elders, 
protest by resorting to indirect means, have 
more than one name, resolve intra-familial 
conflict by themselves, approach the law 
courts sometimes and consider taking intoxi¬ 
cating drinks as taboo. Whereas in chhotaka/ 
nanh families, members do not use honorific- 
forms of address, vulgarise the names of 
juniors, often use abusive words, have no 
consideration for privacy, freely indulge in 
the practice of taking intoxicating drinks, 
answer back to elders, frequently exchange 


abuses and blows, resolve Intra-CjtmliialcWk- 
flict through panchayats rather than the law 
courts, and so on. 

Jha further argues that these two families 
have distinct characters because, unlike 
baraka families, intra-familial hierarchy does 
not prevail among chhotaka/nanh families. 
If one extends his logic further, then one can 
conveniently argue that for a society to have 
a good, civilised and peaceful character will 
depend on how much hierarchised it is. That 
is why he argues that baraka families belong¬ 
ing to non-upper castes lack some of the 
qualities of baraka families belonging to 
upper castes, since non-upper castes baraka 
families are less hierarchised. 

Chapters four to seven deal at length with 
the relationships between baraka and 
chhotaka/nanh. between moneylenders 
(mahajans) and debtors, between owners of 
land and sharecioppers, and between owners 
(maliks) and attached labourers (jans) res¬ 
pectively. The author says there is a certain 
homogeneity among those who constitute 
the categories of baraka, mahajans, maliks 
arid owners of land Likewise, those people 
who constitute the categories of chhotaka/ 
nanh, debtors, sharecroppers and jans make 
for another homogenous set of people. His 
arguments regarding various issues are 
repeated again and again and it is rather 
tedious that four chapters should be devoted 
to such an exercise. 

To conclude this review, the book should 
be read but carefully since it contains a con¬ 
fusing stft of categories, a certain ideological 
motive and flawed arguments. Amidst this, 
a careful reader will find only a very thin 
layer of acceptable insights. So, there is a 
greater probability that the book will be oiled 
as an example to substantiate a developing 
position in social anthropological discourse 
that ‘all ethnography is fiction’. 
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Making of a Payments Crisis: India 1991 

Ranjit Sau 

Inflation erodes the real value of a nominal debt, and thereby confers a capital gam upon the debtor. Such 
capital gain resembles the so-called ‘inflation tax’, or what Cagan calls ‘the tax on cash balances'. This paper 
1 recognises the inflation-induced capital gain to the government of India as a positive item in the budget; it is 
the other side of the Pigou effect. The fiscal deficit thus adjusted is relatively small m size and non-increasing 
over time. Hence, we conclude that the fiscal deficit and the current payments crisis in India are unrelated, con¬ 
trary to the official claim. 

The secular decay of the total factor productivity observed in India’s manufacturing industries is arguably the 
underlying reason for long-term strain on its balance of payments. In certain conjunctures it leads to a full-fledged 
crisis. 

The net profit on investment in India, on an average, seems stable over time; but the associated risk is presumably 
high and inoptimally distributed. A Pareto optimal allocation of risk among workers and investors can possibly 
stem capital flight and stimulate investment. The government has a central place in the economy to create dynamic 
comparative advantage. 


LAST year India ran into an unsustainable 
deficit in balance of payments. To meet the 
situation the government took several urgent 
measures such as drawing from the Inter¬ 
national Monetary Fund (IMF), and pledg¬ 
ing 67 tonnes of gold abroad to raise debars. 
All this was accompanied by a medium-term 
structural adjustment programme sponsored 
by the IMF and the World Bank. 

For India the 1980s was, on the whole, a 
period of moderate achievements. The 
economy was thought to be placed on a new 
growth path. As the decade was coming to 
a close the economic fundamentals were in 
good shape; the real sector was doing well. 
The only dark cloud on the hori/on was a 
financial matter--persistent si/eahlc fiscal 
deficit. 

The first signs of the current payments 
crisis became evident in the wake of the Gulf 
War when Iraq annexed Kuwait in August 
1990. Oil prices shot up; remittances from 
Indian workers in that region dropped. 
Whatever might have been the proximate 
trigger in the present instance, India's 
balance of payments problem is looked upon 
in the official circle as basically a monetary 
phenomenon, more precisely, an outcome of 
prolonged profligacy in public finance. The 
government categorically states that fiscal 
deficit is the fountain-head of two evils, 
namely, inflation, and external payments 
deficit. 1 

On December 16, 1991, the finance 
minister announced in the parliament: “We 
have moved decisively to reverse the trend 
of rising fiscal deficits which has plagued 
our economy for several years. These deficits 
are the root cause of inflation, and are also 
responsible for our persistent balance of 
payments deficits:' He went on to clarify that 
the fiscal deficit was equivalent to 8.4 per 
cent of GDP in 1990-91; it was being brought 


down to 6 5 per cent of GDP in 1991-92, and 
then to 5 per cent of GDP in the following 
year. 

This paper lakes a different position. First, 
it questions the official thesis which links 
fiscal deficit to payments deficit in India. 
Our story begins with recalling the other side 
of the Pigou effect As the price level rises 
a nominal debt gets eroded in terms of real 
value. During inflation the creditor suffers 
a capital loss, and by the same token the deb 
tor gets the benefit of a ‘capital gain' of 
equal sire The government of India is by 
far the largest debtor in the country. Infla¬ 
tion reduces the real burden of the govern¬ 
ment’s debt as it eats into the real balance 
of creditors. Should this capital gain of the 
government be reckoned, and conceptually 
entered into the budget as a credit item, the 
fiscal deficit thus adjusted is found to be not 
too targe in quantity, and lately not rising 
either. Hence the alleged causal relation bet¬ 
ween fiscal deficit and payments deficit in 
India is empirically tenuous, to say the least. 
Section 1 develops this theme. 

The balance of payments of India had 
been almost always in the red. There must 
be we surmise, certain enduring forces that 
are at work here We suspect a parallelism 
between the present plight of India and the 
‘long-run dollar problem’ that had visited 
Europe in the I9Jfe. This paper, accordingly, 
identifies the lack of adequate growth in 
total factor productivity in India’s industries 
as one of the paramount reasons for India’s 
dollar shortage Section II uses a simple 
analytical framework to explore these issues. 

Labour often gets the blame for a coun¬ 
try’s poor record in international competi¬ 
tiveness. ‘Wages are too high’ is a very com¬ 
mon refrain heard in many a quarter. Sec¬ 
tion HI examines this so-called excessive 
wage hypothesis, and also quantifies the in¬ 


cidence of tax and interest burdens on India's 
industry. 

Are the economic policy-makers in India 
looking at the wrong place, at the wrong 
figures? It seems so. The logical upshot of 
our analysis is that having marked fiscal 
deficit as the villain of the piece and the 
kingpin of government initiatives, the thrust 
of the official policy is essentially misplaced. 
The basic problem in our view is not just 
financial, but deeprooted in the real sector 
of the economy—in its technology, innova¬ 
tion, resource allocation, and management, 
that governs the growth of industrial pro¬ 
ductivity. Under such circumstances an over¬ 
riding preoccupation with the fiscal deficit 
can be counter-pioductive. Section IV makes 
a few concluding observations in the light of 
our understanding of the situation. 

1 

Net Internal Fiscal Deficit 

In the terminology of the government of 
India there are four concepts of budgetary 
deficit; gross fiscal deficit, net fiscal deficit, 
conventional deficit, and monetised deficit. 
For our immediate purpose w| need only 
two of these: the first, and the last ones. 5 

First, gross fiscal deficit is the broadest 
concept which has now attracted the full at¬ 
tention of the finance minister. It measures 
the total resource gap, that is, the excess of 
aggregate disbursement over revenue receipt 
including grants. It fully reflects the impact 
of fiscal operations on the indebtedness of 
the government. For simplicity, we shall call 
it just ‘fiscal deficit', or FD in short. Thble 1, 
col 2, has the data; the ratio of FD to GDP 
at market prices is given in col 7. 

Monetised deficit (MD) is the net Reserve 
Bank of India (RBI) credit to the govern¬ 
ment of India. It captures the monetary im- 
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pact of fiscal operations in terms of the 
government’s reliance on the RBI. fable I, 
col 8, shows the ratio of MD and GDP. A 
comparison of cols 7 and 8 yields no syste¬ 
matic pattern between fiscal deficit and the 
monetised deficit, except that the latter is less 
than one half of the former. That is to say, 
the Fiscal deficit is not much of an indicator 
of the monetary impact of the government’s 
budget. Then what does the fiscal deficit 
signify? 

Fiscal deficit is said to cause payments 
problem as it presumably creates additional 
demand in the economy. Since we are con 
ccrned with the demand generated within the 
economy we shall subtract the government’s 
‘external fiscal deficit’, which is usually 
denominated in dollars, from its gross fiscal 
deficit to arrive at what we call the ’inter¬ 
nal fiscal deficit’ (1FD). fable I, col 3, has 
the data. 1 

Now we shall come to our proposed idea 
of capital gain for the government of India 
induced by inflation. Conceptually it is akin 
to the so-called 'inflation tax’, or what 
Cagan [1956:77-86] calls ‘the tax on cash 
balances’. Government's internal liabilities 
consist of market loans, bea.er bonds, 
treasury bills, special floating and other 
loans, special securities issued to the RBI, 
state provident fund, public provident fund, 
and other accounts. These debts are denomi¬ 
nated in rupee, and held by private indi¬ 
viduals as well as by such entities as the RBI, 
LIC, UTI, other financial institutions, and 
commercial banks. Interest payment on in¬ 
ternal liabilities is a fast rising (20 per cent 
a year) component of government's current 
expenditures, claiming about one-fourth 
thereof. Some of the major holders of these 
debts are wholly or partly owned by the 
government of India. To that extent, interest 
payment to them is merely a notional ac¬ 
counting transfer. 4 

The fact remains that a significant 
amount of the internal liabilities of the 
government of India constitutes nominal 
assets for private individuals. When the price 
level rises these assets undergo a capital loss 
On the other hand, there is a capital gam 
of equal size for the debtor. This capital gain 
is certainly not a cash flow for the govern¬ 
ment, nor is it negligible on that score, for 
it has a perceptible negative wealth effect in 
the economy, "fable 1, col 4, gives our com¬ 
putation of such capital Rain. 1 

Now, subtracting capital gain from inter¬ 
nal fiscal deficit we derive what we call the 
Net Internal Fiscal Deficit (NIFD), as shown 
in fable 1, col 5. This is a key item for our 
analysis. In comparison with FD, we find, 
NIFD is much smaller. In 1989-90, for ex¬ 
ample, the NIFD/GDP ratio was 3.12 per 
cent while the FD/GDP ratio was more than 
twice as much as 7.90 per cent. 

If we are looking for a measure of the 
demand creation by the government’s bud¬ 
getary operations. NIFD, we believe, has 
greater relevance than FD or IFD. For, NIFD 
does recognise the erosion of net wealth of 


creditors due to inflation.* If the wealth ef¬ 
fect is not too small, or the asset owners do 
not have a strong money illusion, then NIFD 
is the true indicator of additional demand 
flowing into the economy from fiscal ac¬ 
tivities of the government. Evidently, the 
government of India is worried, in the main, 
about the fiscal deficit as such. In our judg¬ 
ment it is rather the NIFD that merits greater 
monitoring, fable I, col 6, shows that the 
NIFD/GDP ratio is lately neither too high, 
nor does it have a rising trend. It is, 
therefore, concluded that, contrary to the of¬ 
ficial opinion, the external payments pro¬ 
blem of India has little to do'with the fiscal 
deficit of the government of India. 

II 

Decaying Total Factor Productivity 

India lives with a negative balance. One 
is reminded of the ‘long-run dollar shortage’ 
that prevailed in England and elsewhere in 
western Europe during the early 1950s. In 
his inaugural address at Oxford University 
in 1953 John Hicks ascribed the then Euro¬ 
pean malady to Europe’s failure to match the 
United States in productivity growth. 7 One 
can reasonably extend this Flicksian line of 
argument to the present-day America which 
is being haunted by a ‘long-run yen shortage'. 
We shall argue that likewise the perennial 
strain on India’s balance of payments is due 
to the observed decay of total factor produc¬ 
tivity in India's industry while its trading 
partners abroad have made long strides. We 
proceed to set up a simple analytical 
framework. 

Consider two countries: India, and the 
rest of the world let Y be output or income; 
X export, and p price, for India. By conven¬ 


tion, an asterisk .on a variable rtieahs thai 
the variable relates to the other country, that 
is, the rest of the world. Thus, Y*, X*. and 
p* are income, export, and price, of the rest 
of the world. The exchange rate is given, and 
set at unity. 

Each country’s demand for the other 
country’s export is assumed to be a function 
of two variables: its own output (which is 
identical with its income, valued in units of 
domestic product), and the price of its im¬ 
port relative to the price of its own product. 
In symbols, the import demand function of 
India is: X* = f(p*/p, Y); and that of the 
rest of the world is: X = fVp/p*, Y*). The 
price elasticity of demand for import by 
India is denoted by a; and the income 
elasticity of India's import demand by b. 
Correspondingly we have a* and b* for the 
rest of the world. Define T = pX/p*X*. We 
shall study the movement of this T over 
time.* 

Let i be the rate of inflation in India, and 
g the growth rate of India's income, while 
r is the growth rate of India’s T. It can be 
shown that [Johnson 1954] 

r = (a + a*- I)(i*- i)+b*g*- bg 

This fundamental equation will be used to 
reflect on India’s payments problem. 

let the production function be given by 
Y = F(K, L, t), where Y is output', K capital, 
L labour, and t time. We postulate that it can 
be rewritten as Y = A(t)G(K, L), where G(.) 
is homogeneous of degree one. This A(t) is 
called the total factor productivity. It incor¬ 
porates a wide range of influences from 
technical progress, efficiency of resource 
allocation, increasing returns to scale, lear¬ 
ning by doing, and the like. The rate of 
change of A(t) is of special concern to us 


I sbi l I- Fiscai Dmcusoh Govf.rnmini oh India 

(Cols 2-5 in Rs billion; Cols 6-8 in per cent) 


Year 

I- iscal 

Internal 

Capital 

NIFD 

NIFD/ 

FD/GDP 

M D/GDP 


Deficit 

Fiscal 

Gain 


GDP 




<FD) 

Deficit 

(CG) 







(IFD) 






(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

1982 

86 27 

75.97 

11.63 

64.34 

4 03 

5 40 

2.00 

1983 

106 88 

93 34 

40.22 

53.12 

2.98 

6 00 

190 

1984 

130 78 

116 40 

51.26 

65 14 

.3 14 

6 30 

1.90 

1985 

173 54 

158.37 

48.09 

110.28 

4 77 

7 50 

2.60 

1986 

217 39 

202.33 

46.47 

155.86 

5.95 

8.30 

2.40 

1987 

262 78 

241.32 

60.86 

180.46 

6.18 

9.00 

2.40 

1988 

269.42 

240.18 

156.48 

83.70 

2.52 

8.10 

2.00 

1989 

308.09 

282.86 

93.23 

184.63 

4.67 

7.80 

1.60 

1990 

349.79 

323.82 

185.66 

138.16 

3 12 

7.90 

3.10 


Holes- (I) Fiscal year 1982, for example, denotes 1981-82 

(2) Our ‘fiscal deficit’ is synonymous with whal is called the ‘gross fiscal deficit’ in official 
papers. 

(3) Internal fiscal deficit = Fiscal deficit - annual change in government's external 
liabilities over the previous year. 

(4) Capital gain - Government’s internal liabilities outstanding at the end of the previous 
year times the rate of inflation in the current year. 

(5) Net internal fiscal deficit (NIFD) (3) minus (4). 

, (8) MD denotes ‘monetised deficit’. 

Sauries : Government of India, Economic Survey 1991-92; Reserve Bank of India, Report on 
Currency and Finance, 1989-90. 
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Soppoaa A(t) grows at «n exponential me 
m through time It follows that, ceteris 
paribus, unit cost would decline at the rate 
of nt over time. Should price bear a fixed 
proportional relation with unit cost, then 
price also will fall at the same rate m. Note 
that alternatively if m, the growth rate of 
A(t), is negative in the first place, then price 
will rise, instead of falling—an unenviable 
consequence which obtains in the case of 
India as we shall see in a moment. 

Measurement of tout factor productivity 
and its growth rate is a controversial subject, 
but is widely tried. There are a few alter¬ 
native estimates for India’s manufacturing 
industries. By all reckoning the growth rate 
of A(t) in India is negative. In sharp con¬ 
trast, it is strongly positive and high abroad, 
in the United States, France, Germany, 
Japan, England, and in the four Asian 
tigers: South Korea, Hong Kong, Singapore, 
and Ifciwan (1&ble 2). Therefore, price will 
rise over time in India, while it declines in 
other countries, in terms of the above equa¬ 
tion, i* is negative, and i is positive. On the 
other hand, there are evidence to the effect 
that a*, the price elasticity of demand 
for India’s export, is greater than unity 
[Ahluwalia 1991:29-31, Bhaila 1989, Khan 
1974, Lucas 1988]; and so is a, the price 
elasticity of demand for India’s imports. 
Hence, abstracting for the moment from the 
impact of growth of income, we find that 
on account of price effects alone, r o.' the 
above equation is negative That is to say. 
T falls over time 

In other words, there is a structural 
tendency for India’s trade balance to 
deteriorate, as the total factor productivity 
in India’s industries decays through time 9 
Exacerbated at certain conjun&ures this 
underlying trend can cause a flare up into 
a full-fledged payments crisis, as it did, we 
opine in 1991. 

Ill 

Tax, Wage, Interest 

Above we have treated capital and labour 
as a composite input while discussing the 
total factor productivity. Now we shall con¬ 
sider them separately. One often hears a 
complaint that in India the wage rate is get¬ 
ting out of proportion with labour produc¬ 
tivity, and that this excessive wage is the 


Table 2: Total Factor Proouctiviiv 
Growth in Manufacturing Industries 


Country 

Period 

Estimate 
(Per Cent per 
Annum) 

Hong Kong 

1960-70 

3.2 

Singapore 

1960 70 

3.6 

South Korea 

1960-70 

3.7 

Tkiwan 

1955-70 

5.4 

India 

1960411/ 

1982-83 

-0.1 


Source: Ahluwalia, 1991:111. 


main hindrance to improving competitive¬ 
ness of India’s Industry in world market. 
Also, tax burden and interest rate are targets 
of similar attack. Let us look at facts. 

We shall measure the output of industry 
by the sum of wages and salary, interest, 
rent, profit, and indirect business taxes 
[Samuelson and Nordhaus 1985: 114]. 
Table 3 has the relevant data for a sample 
of 417 public limited companies which ap¬ 
pear in the portfolio of the Industrial Credit 
and Investment Corporation of India 
(ICICI). These companies account for 
around one half of respectively capital and 
output of the entire organised industrial 
sector in India. However, these are relatively 
large size companies. So, the index of their 
financial performance may not be fully 
representative; it is only indicative. 

Direct and indirect taxes (corporation tax 
and excise) take away a lion’s share of out¬ 
put, as much as 44 per cent on an average. 
Next, wages and salary, on an average, ac¬ 
count for about one-third of output; their 
share has an unmistakable downward trend. 
One therefore has to strain a lot to blame 
labour for the evident decline in the com¬ 
petitiveness of India’s industry. 10 

A little less than a quarter of output ac¬ 
crues to capital as profit which is split up 
into two: interest, and net profit. Interest 
burden is clearly rising, while the net profit 
as a proportion of output remains somewhat 
constant at one-tenth. The constancy of the 
share of net profit possibly means that the 


condition for capital accumulation ha* g&i 
shown any sign of further worsening. TOi 
equilibrium could be at a low level, but it 
is holding all right. ; 

On the strength of these statistical evkknet 
we can reject the accusation that excessive 
wages and salary stand in the way of com' 
petitiveness of India’s industry. Rather the 
finger is apparently pointed to tax burden 
and the interest bill; in both the government 
policy has a hand. 

IV 

Concluding Remarks 

A crisis occurs when the basic tensions of 
a system reach a critical level; it gets ignited 
by an internal or external shock. India’s 
payments crisis as of 1991 is possibly the 
joint result of a host of things—bunching 
of repayment dues on external loans, the 
Gulf War, fiscal laxity, defence purchases, 
and so on. At the bottom of all this was the 
underlying current of international con¬ 
fidence, or the lack of it, in the Indian 
economy. The following official narration 
on the course of events is instructive: 

The payments crisis of 1990-91 was not, 
we are told, due simply to a deterioration 
in the trade account; it was accompanied by 
other adverse developments on the capital 
account reflecting the loss of confidence in 
the government’s ability to manage the 
economy. By the beginning of 1991-92 the 
trade deficit had come down. By June 1991, 


Table 3: Distribution of Output in 417 Pubi ic Limited Companies in India 

(Per cent) 


Year 

(1) 

Tax 

(2) 

Wages and 
Salary 
(3) 

Total 

(4) 

Profits 

Interest 

(5) 

Net Profit 
(6) 

1973 

42.19 

38.42 

19.39 

8.55 

10.84 

1974 

42.56 

38.49 

18.95 

7.94 

11.01 

1975 

44.60 

35.40 

20.00 

8.17 

11.83 

1976 

46.42 

35.79 

17.79 

9.64 

8.15 

1977 

47.39 

34.76 

17.85 

9.88 

7.97 

1978 

46.32 

35 50 

18.18 

10.97 

7.21 

1979 

45.76 

34.45 

19.79 

9 68 

10.11 

1980 

46.97 

32.70 

20.33 

9.08 

11.25 

1981 

45.61 

32.86 

21.53 

9.94 

11.59 

1982 

44.66 

32.79 

22.50 

11.15 

11.35 

1983 

42.96 

32.40 

24 64 

12.49 

12.15 

1984 

42.84 

33.77 

23.39 

13 65 

9.74 

1985 

42.25 

32.73 

25.02 

13.98 

11.04 

1986 

42.32 

31.15 

26.53 

13.67 

12.86 

1987 

43.64 

31.80 

24.56 

15.42 

9.14 

1988 

45.21 

31.17 

23.62 

15.60 

8.02 

1989 

44.69 

29 83 

25.48 

1509 

10.39 

Average 

44.23 

32.45 

23 32 

J300 

10.32 


Notes. (I) Fiscal year 1973, for example, denotes 1972-73. 

(2) Tix includes direct and indirect taxes, that is. corporation tax. and excise duty, 
respectively. 

(3) Wages and salary are remunerations to workers and other employees. 

(4) Profits is defined as the excess of output over tax plus wages and salary, where output 
is net of depreciation. Thus, output is equal to net value added plus excise duty. 

()) Interest is a part of profits. 

(6) Net profit is defined as the excess of profits over interest. 

Source: Industrial Credit and Invcsimenl Corporation of India (ICICI), Financial Performance 
of Companies, various annual issues. Bombay. 
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(he balance of payments crisis had become 
overwhelmingly a crisis of confidence: 11 
Capital flight and smuggling of gold com¬ 
pounded the difficulties. It was in the main 
a corollary of the diminishing faith in the 
long-run viability of the Indian economy as 
perceived by the world at large. 

During the quarter of a century between 
1939-60 and 1985-86 India’s manufacturing 
industries had posted an extensive growth, 
value added rising annually at the rate of $.3 
per cent, capital 8.1 per cent, and labour 3.0 
.per cent. But' total factor productivity 
decayed at the rate of 0.4 per cent a year 
(Ahluwalia 1991:371. The basic challenge for 
the Indian economy now is to reverse the 
downward trend in total factor productivity. 
Unless this is done, fiscal management, no 
matter how conservative, would be of little 
avail in the long run. 

An economy needs stabilisation when it 
abruptly comes across an acute imbalance 
in aggregate demand and supply often mani¬ 
fested in payments crisis and high inflation. 
The first wave of stabilisation episodes took 
place in the 1920s in the war-ravaged Euro¬ 
pean countries such as Germany, France, 
Italy, Holland, and Belgium. The next big 
cluster came in the I98(fc when the scene 
shifted to Latin America and Africa. In the 
present decade large areas of the eastern and 
central Europe and the erstwhile Soviet 
Union would have to go through a similar 
process. A sizeable literature on stabilisation 
is now available. Broadly speaking, two ap¬ 
proaches on this are taking shape: mone¬ 
tarist, and structuralist—a dichotomy whose 
lineage can go back to at least three centuries 


in politics and economics. IMF [1987] Is a 
good example of the former, and Ttylor 
[1983, 1988] of the latter. Stabilisation is 
essentially a short-term affair lasting two to 
three years. The test of the success of a 
stabilisation programme lies in what it does 
for ushering in long-term steady growth. It 
transpires that there is no unique route to 
stabilisation [Sau 1991, 1992a, 1992b]. 

The contemporary newly industrialising 
countries uphold three propositions. First, 
compared to the history of economic 
development in the 18th, 19th, and the early 
20th centuries, industrialisation nowadays 
relies primarily upon borrowed technology. 
It means that an aspiring country with no 
technological edge of its own must have ex¬ 
cellent shop-floor efficiency in order to take 
advantage of its factor endowment, viz, 
relative abundance of labour supply. Second, 
the world having already been inhabited by 
veteran industrialised countries the govern¬ 
ment of a newly industrialising country must 
undertake strategic intervention in the home 
market with subsidy and other incentives so 
as to promote new areas of dynamic compa¬ 
rative advantage. Third, under the circum¬ 
stances it is the export market that will work 
as the anchor, mirror, and discipline for ef¬ 
ficiency, standard, and quality (Amsden 
1989, Eshag, 1991, Harris 1986]. 

India must take advantage of the facilities 
that are available in the outside world. But 
the required process is not frictionless. Open¬ 
ing up the economy would entail unprece¬ 
dented competition in every sphere. India is 
entering an eta of high risks and icertainty. 
But the present system of be/ rig risks of 


industrial ventures tar life counuyis arguaMy 
asymmetrical and inoptimal which probably 
explains capital flight and, to some extent, 
the hoarding of gold. An investor examines 
two aspects of a project: the rate of return, 
and the degree of risk. In India the 
magnitude of marginal return is presumably 
commendable; and shows no sharp tendency 
to fall, the share of net profit in output being 
fairly stable (Ihble 3, col 6). But the in¬ 
vestor’s risk, it seems, is disproportionate in 
that he alone bean the entire risk. If so, there 
is scope for devising a more efficient mode 
of distribution of risk among investors of 
capital fund and the workers, which can go 
a long way to stem the capital flight, inter 
alia. 12 

1b sum up, the origin of the recurrent 
pressure on Imbalance of payments in India 
can be traced to a structural feature of the 
economy, nanfely, the revealed decay of total 
factor productivity in India's industry. Under 
the circumstances, the government can be a 
powerful instrument for development. It 
would be a big waste of opportunity if the 
government withdraws from the key role in 
the economy. Risks are to be optimally 
borne by all concerned. Nobody denies that 
budget deficit, if any, should be small. 
Attempts to contain fiscal deficit can, no 
doubt, bring about a sense of discipline 
among those who have got used to the easy 
abandon of a soft budget constraint; but 
that cannot be all that we strive for. 

Notes 

[This paper belongs to a research project financed 
in part by the Centre for Management and 
Development Studies, Indian Institute of 

* 
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Chatter ji, Michael Dowd, David Felix, Raj Roy 
and Fred Tank, and from comments in his 


seminars on a related theme at the University 
oflbledo and the State University of New York 
at Binghamton. The usual caveat applies.] 


1 Cf “Fiscal imbalance is the root cause of 
the twin problems of inflation and the dif¬ 
ficult balance of payments situation” RBI 
Bulletin (Supplement), June 1990:88. “At 
a macroeconomic level, fiscal deficits in¬ 
evitably spill-into balance of payments pro¬ 
blems and create inflationary pressure in the 
economy”, Government of India, Economic 
Survey. 1990-91:99. 

There is a Keynesian argument for one 
part of this proposition. Let Y be income, 
C consumption, S private saving, I private 
investment, G government expenditure on 
goods and services, X export, M import, 
and R tax revenue. From national accounts 
wegetY = C + l + G + X- M- 
C + S + R. It follows that G - R = 
M - X, if S = I 

The data of India in the 1980s do not 
show any significant statistical correlation 
between fiscal deficit and the rate of infla¬ 
tion, or the trade deficit. See Rakshit [1991]. 

There has been a veritable debate in India 
on the scope and measurement of fiscal 
deficit; see Guhan [1991 ]. Gulati [1991 ], Iyer 
[1991], Mody (1991). 

2 The net fiscal deficit is officially define'* as 

* the gross fiscal deficit minus the govern¬ 
ment’s own lendings. The conventional 
budget deficit, on the other hand, captures 
only that part of the resource gap which is 
financed by issuing 91-days treasury bills 
and withdrawals from cash balances, leav¬ 
ing out market borrowings and increases in 
other liabilities such as small savings and 
provident fund. See RBI Bulletin (Supple¬ 
ment), June 1990. 

3 We measure the ‘external fiscal deficit’ by 
the change in government's external lia¬ 
bilities over the previous year. 

4 Central government-interest payment to the 
RBI came to about Rs 40 billion, at the pre¬ 
sent average interest rate of $.42 per cent. 
Reduction of the interest rale to I per cent 
would cut the government's interest burden 
by over Rs 30 billion in 1992-93 [Mundle 
and Mukhopadhyay 1992a]. 

5 In principle, high-powered monetary base 
that belongs to government's internal liabi¬ 
lities should be excluded from this computa¬ 
tion. For simplicity we have not done (his 
modification. 

6 We bypass the problem of Ricardian equi¬ 
valence raised by Barro [1977], and treat 
government bonds as net wealth of asset 
holders. 

7 Sec Balogh [1949], Haberler [1948], Hicks 
[1933], Johnson [1934], Williams [1949]. 

8 In 1981, dollar values of India's export and 
import were respectively 8.32 billion and 
13.86 billion, making T * 0.32. 

9 This is much too an aggregative story. It is 
not intended to deny that some sectors 
might have done better than others; and 
that some industrial units may have world- 
class productivity. See Lochan [1991 J, Mun¬ 


dle arid Mukhopadhyay [1992bJ. Rath and 
Sahoo [1990], World Bank [1984], 

Also it is noteworthy that in the Hecks- 
her-Ohlin theory with wage or exchange rate 
flexibiliy every country' will have compa¬ 
rative advantage in something or the other. 

10 In Indian industries the capital-labour ratio 
has increased. If the production function 
is homogeneous of degree one, with neutral 
technical progress, then a rising wage rate 
is quite consistent with falling share of 
wages in the event the elasticity of capital- 
labour substitution is greater than unity. See 
Ferguson [1971: 240-4I - ]. 

11 This is taken from Economic Survey 
1991-92: Part I. p 6 ff. 

12 In an Arrow-Debreu economy with com¬ 
plete markets of goods and assets where all 
agents are rich enough and participate in 
the stock market, risks are optimally 
distributed in general equilibrium, irrespec¬ 
tive of the mode of workers’ remuneration 
[Dreze 1989, Schafer 1977], Obviously the 
Indian economy does not answer the des¬ 
cription of an Arrow-Debreu model. In the 
present context of the Indian economy the 
following observation of Samuelson |1963] 
is relevant: “it is not so much by adding new 
risks as by subdividing rjsks among more 
people that insurance companies reduce the 
risk of each". 

In an economy with the usual wage 
system workers face the risk of retrench¬ 
ment and unemployment, and investors face 
that of bankruptcy. It is our supposition 
that there must be another arrangement 
which is Pareto optimal. For methods of op¬ 
timal risk allocation under such circum¬ 
stances see Atkinson [1977], Franke [1977], 
and Sau [1992b]. 
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People of 
India, irrespective 
of caste, creed or religion, 
fought together to gain 
our freedom. 

The hallmark of their struggle was 
their spirit of unity, sacrifice and 
secular outlook. 

That spirit alone can keep us together 
and take the country ahead. 


Secularism-A Safeguard for Our Freedom 
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Implications for Travancore 


Paul E Baak v. 

The emergence and development of the plantation sector in Travancore took place relatively late—in the 1860s — u 
but at a very fast pace, so that it soon became the most important plantation district in south India. This paper, 
locating plantation development in its political context, examines its characteristics and its implications for the ' 
state treasury and for employment within the state. 


WHEN the development of the plantation 
sector in TVavancore is structurally analysed 
two characteristics can be highlighted. First, 
the emergence and development of the plan¬ 
tation sector took place relatively late, 
namely, in the 1860s. The development of 
other plantation areas in south Asia—like 
the other plantation districts in south India, 
Ceylon and Assam and Bengal—commenced 
in the 1820s, the 1830s and the 1840s. 
Second, the plantation sector in TVavancore 
developed fast. TVavancore even became the 
most important plantation district of south 
India. In this paper I will show that these 
characteristics of plantation development in 
TVavancore ought to be explained by poin¬ 
ting to its political context. Moreover, I will 
discuss the implications of plantation 
development for the state treasury and for 
employment within the state. 

What else makes this study valuable? The 
specific focus on TVavancore is useful 
because it permits an analysis of the rela¬ 
tionship between this formally independent 
state and the colonial ruler. Study of the 
policy of the TVavancore government towards 
the plantation sector is interesting as the 
plantation is usually seen as an example of 
the western, capitalistic form of enterprise 
in agriculture. This becomes evident when 
the various characteristics are summarised: 
plantations are agricultural enterprises which 
produce cash crops (usually mainly one 
kind) for the market under strict manage¬ 
ment, regularly using wage labourers on a 
large scale, and having at their disposal 
relatively large tracts of land. Thus, by stu¬ 
dying the policy of the TVavancore and col¬ 
onial governments towards plantations the 
importance of the state for the development 
and spread of capitalism can be clarified. 
Finally, enough primary sources are 
available to study the subject in detail. 

In the first section the way in which the 
planters’ community influenced the policy 
of the TVavancore government will be 
explained. It will be shown that the planters, 
organised in planters’ associations, created, 
with the help of the colonial government- 
represented in TVavancore by the office of 
the British resident—the framework in which 
plantations could prosper. 

Next, it will be argued that this did not 
mean that the TVavancore officials were 
merely executors of the policy of the British 
government. Within certain limits the 
TVavancore government could manoeuvre Tb 


illustrate this I will focus on the state 
revenues from and the expenditures for the 
plantation sector. In this way it will be shown 
that the Travancore government gave 
‘minimum’ assistance and gained ‘max 
imum’ profit whenever this was economical¬ 
ly and politically feasible. 

The implications of plantation develop¬ 
ment will be discussed in the third and 
fourth sections of the paper. First, I will 
make it clear that the situation of the state 
treasury did not improve because of the 
development of plantations. The expen¬ 
ditures were at least as large as the state 
revenues from land tax, export duties, and 
the sale of land. 

Finally, the implications of the employ¬ 
ment policy will be considered. Here I will 
argue that the TVavancoreans did not profit 
much from plantations either. During the 
coffee period, from the early-1860s until the 
mid-1870s, the number of TVavancoreans 
working on plantations or owning estates 
was still considerable but in the tea period 
(from the 1880s onwards) the already small 
proportion engaged in the industry decreas¬ 
ed further. The policy of the Travancore 
government and the development of plan¬ 
tations meant in the first place a relief to the 
enormous problems in the countryside of the 
Madras presidency and an opportunity for 
the expansion of European enterprises. 

I 

The relatively late development of plan¬ 
tations in TVavancore can be explained by the 
initial absence of political pressure from the 
colonial government to put forward a policy 
favouring such development. From the early 
1860s onwards the Madras government 
started to encourage plantation develop¬ 
ment. In a letter written on January 30,1862 
to the ‘dewan—the most important minister 
of the TVavancore government—the in¬ 
sistence of the British resident to pursue a 
policy to stimulate the development of the 
plantation sector can be seen very clearly: 
“I cannot too strongly urge that the Sircar 
(i e, the TVavancore state) should at once 
declare the policy which it proposes to adopt 
with regard to these jungles and make the 
gentlemen who have applied aware whether 
they can cultivate these jungles. Everyday is 
of importance, and I receive repeated re¬ 
quests from gentlemen to know when they 
may expect answers to their applications.” 


The TVavancore government reacted quicks ; 
ly. The requests of the planters were im- i 
mediately dealt with and tjic policy of the 
sircar towards lands suitable for the cultiva¬ 
tion of plantation crops was fixed in the 
Memorandum of March 8, 1862. 1 

Also in the 70s, 80s and 90s of the 19th 
century the dewan and the maharajah were 
constantly pressed by the British resident, 
usually instructed by planters’ organisations 
and the colonial government, to favour a 
policy profitable for plantations. 2 In this 
political context, the Travancore government 
toox measures regarding land, labour, 
capital and trade. For example; land suitable 
for coffee or tea cultivation was made 
available at cheap rates, its ownership rights 
could easily be obtained and the level of land 
tax remained very low. Labour control was 
facilitated by the Criminal Breach of Con¬ 
tract Act (I86S), the Coffee Stealing Preven¬ 
tion Act (1879) and the appointment of legal' 
authorities in the plantation districts. 1 The. 
Company’s Act (1887-88) was intended to 
promote the establishment of enterprises 
which worked on the basis of share capital. 
The tea plantations—because of the 
necessarily large investments—profited from 
this law. 4 The TVavancore government spent 
large amounts of money to construct and 
maintain roads to facilitate the traffic to and 
within the plantation districts. The opening 
of post offices in the plantation districts and 
the connection of Peermaad to the telegraph 
system 1 also simplified contact with the 
outside world. Further to this, items for the 
planters could generally be imported without 
the obligation to pay import duties. 6 The 
export duty was very low compared to other 
products. Finally, the sircar gave financial 
support to exhibitions of TVavancore plan¬ 
tation products in France (fttris) and the 
United States of America (St Louis). 7 

Although the relatively late development 
of plantations in TVavancore 1 can be 
explained by the initial absence of political 
pressure from the colonial government, the 
relatively speedy development of the plan¬ 
tation sector cannot be clarified only by 
pointing at the assistance of the British 
government from the 1860s onwards. We 
should bear in mind that the colonial 
government gave assistance to the plantation 
districts in the directly ruled states as well. 
However, the speedy development of plan¬ 
tations in TVavancore is related to the nature 
of the princely state. Planters in TVavancore 
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had the assistance of the colonial govern- 
ment but not the restrictions imposed by the 
colonial state. For example, the planters 
gained thousands of acres of land because 
of illegal encroachments on government 
land. 9 Thtvancore employed insufficient of¬ 
ficials to protect its properties. Moreover, the 
state was not in a position to sentence 
planters who committed these crimes. In this 
way, the weaknesses of the TVavancore state 
were misused by the planters. Another ex¬ 
ample is related to the.Kannan Devan Hills, 
a plantation district in north TVavancore. In 
1877 J D Munro acquired this vast area of 
2IS square miles for only Rs 5,000 and an 


Table I: Coffee Export from Travanc orf 


Year 

Quantity 

(cwt) 

Value 

(Rs) 

Value 

(Per 

Hundred¬ 

weight) 

1843 

910 



1852-33 

1.033 



1853-54 

453 



1854-55 

1.244 



1855-56 

830 



1856-57 

1.132 



1837-58 

929 



1858-59 

1.174 



185960 

587 

8.397 

14.3 

1860-61 

1.513 

22.612 

14.9 

1861-62 

1.941 

57 370 

19.3 

1862-63 

2.567 

51.336 

20.0 

1863-64 

2.979 

59.644 

20.0 

1864-65 

3.965 

80.221 

20.2 

1863-66 

4.777 

120.787 

25.3 

1866-67 

9.653 

211.542 

21.9 

1867-68 

14.140 

243.000 

17.2 

1868-69 

12.865 

251.300 

19.5 

1869-70 

16.991 

338.800 

19.9 

1876-71 

27.093 

544.800 

20.1 

1871-72 

29.597 

5% 800 

20.2 

1872-73 

41.597 

839.000 

20.2 

1873-74 

29.407 

584.000 

19.9 

1874-75 

26.031 

524.000 

201 

1875-76 

39.335 

786.6% 

20.0 

1876-77 

49.503 

990.058 

20.0 

1877-78 

39.737 

803 700 

20 2 

1878-79 

18.781 

374.600 

19 9 

1879-80 

45.700 

883.100 

19.3 

1880-81 

29611 

599.400 

20.2 

1881-82 

40.481 

835.200 

20 6 

1882-83 

19.561 

389.135 

19 9 

1883-84 

13.708 

225.704 

16.5 

1884-85 

22.209 

446.085 

20.1 

1885-86 

11.099 

221.225 

19.9 

1886-87 

5.407 

100.714 

18.6 

1887-88 

7.950 

159.007 

20.0 

1888-89 

6.620 

130.908 

19.8 

1889-90 

5.161 

103 286 

20.0 

1890-91 

2.087 

42.061 

20.2 

1891-92 

5.434 

109.508 

20 2 

1892-93 

3.562 

71.549 

20.1 

1893-94 

3.501 

69191 

20.1 

1894-95 

5.946 

112.909 

19.0 

1895-96 

2.644 

52.477 

19.8 

1896 97 

2.659 

52.954 

19.9 

1897-98 

2.314 

41 467 

17.9 

1898-99 

6693 

111.325 

16.6 

1899-1900 

3.978 

71.239 

17 9 


Sourer. Thtvancore Administration Report, 
ME 1035-75. 


annual rent of Rs ifiMfrom * tocalzaiqiNf- 
dar!'° The power vacuum of the state in* 
this remote area made it possible for the 
planters to negotiate with the factual power 
holder instead of the legal owner of this 
area. The TVavancore government disputed 
the right of the local zamindar to make this 
grant, but ultimately had to recognise its 
validity. These two examples indicate that 
TVavancore was more attractive for foreign 
entrepreneurs than directly ruled states. In 
general, the indirectly governed states were 
possibly more accessible for foreign exploita¬ 
tion. Taking advantage of the absence of a 
powerful guardian government and the 
financial needs of the native aristocracy, 
foreign companies exercised a large freedom 
of enterprise. 

II 

However, although there was a strong 
political pressure from the Madras presiden¬ 
cy the TVavancore officials were certainly not 
merely executors of the policy of the colonial 
government. Within certain limits the 
TVavancore government had freedom to 
manoeuvre. To examine this, the state 
revenues and expenditures concerning the 
plantation sector will be analysed. 

In March 1862 the land tax was fixed at 
12 annas per acre and the export duty at 5 
per cent. An upset price of I British rupee 
per acre at the auctions was legitimised on 
December 1864. In June 1874, at the height 
of coffee cultivation in TVavancore, the 
dewan decided to increase the upset price 
from I to 10 rupees. In these years the 
planters tried to convince the government 
that the level of the export duty on coffee 
was much too high. In May 1875, the 
government abolished this export duty on 
the condition that the land tax might be 
raised in the near future Shortly after that, 
the sircar asked the planters to express their 
preference: either no export tax but an 
increase of the land tax to two rupees or a 
moderate increase of the export duty on 
coffee to 2.5 per cent. The coffee leaf disease 
which caused an enormous fall in produc¬ 
tion in these years, made the choice for the 
planters an easy one. They choose the last 
possibility, which was ratified in May 1877. 
The liabilities of the planters were further 
reduced in July 1877. Those parts of the 
plantations which were used to accom¬ 
modate people (homesteads) or cattle 
(farmsteads) got a different status in the 

Table 2: Tea Cultivation 


to twin rupees and the land tax was four 
annas an acre Because of the bad situation 
in the plantation sector, caused by the coffee 
leaf disease and the unfavourable coffee 
prices on the world market in the period 
1879-1888," the government abandoned the 
land tax in the Ashamboo Hills and Peer- 
maad in 1882. In October 1883 the levying 
of land tax was postponed for an unspecified 
period of time. The export duty on coffee 
was again restored to 5 per cent. In the 1890s 
the plantation sector entered a new pro¬ 
sperous phase when tea became the most im¬ 
portant plantation crop. During these years 
the land tax was imposed again. la May 1891 
land tax was fixed at two annas, in Augukt 
1895 land tax on newly sold lands was fixed 
at 12 annas, and in July 1898 all the planta¬ 
tions had to pay 12 annas an acre There was 
never an export duty on tea during the 19th 
century. 12 

Analysing these facts, the following con¬ 
clusions can be drawn. During the second 
half of the 19th century the level of the land 
tax and export duty, or in other words, the 
height of the state revenues, was closely 
related to the situation in which the planta¬ 
tion sector found itself. The plantations had 
more liabilities in good times than in bad 
times. The sircar had constantly informed 
itself about the situation of the plantation 
sector and whenever financially possible for 
the planters and politically acceptable to the 
British government the sircar enhanced its 
income. 

The largest amount of state expenditures 
meant to stimulate the plantation sector were 
spent on the construction and maintenance 
of roads connecting these agricultural enter¬ 
prises with the outside world. In the first 
place, financial aid was given to planters who 
were willing to undertake such work within 
the plantation districts. At the beginning of 
the 1870s the total cost of the construction 
of such a road was paid by the government. 
At the end of the 1870s and beginning of 
Table 3: Tea Cultivation in South India 


Year 

Area 

(Acres) 

Production 

(Pounds) 

1885 

6,370 

939,000 

1890 

10,912 

1,841,000 

1895 

16,276 

4,394,000 

1900 

31,308 

5,104,000 


Sourer. UPAS / Planting Directory, 1979, p 877. 


in Travancore and Madras 


Period 

Average Area (Acres) 

Average Production (Pounds) 

Travancore 

Madras 

Travancore 

Madras 

1885-89 

3,352* 

5,558 

-RT- 

342,718* 

935,369 

1890-94 

7,186* 

5,385 

1,735,803* 

1,095,590 

1895-99 

15.682* 

7,016 

3,505,938* 

538,762- 

1900-04 

24,931 

7,263 

6,107,429 

1,171,594 


Note: • Cochin slate included. 

Sourer. Report on the production of tea in India in the calendar year 1921, supplement to the 
Indian Trade Journal, p 10. 
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: (ai&middifcof ttredepfeMfea, only half 
of these dost* were paid back to the planters 


deriving income fbdl these undertakings 


by the sircar. At the end of die 19th century, 
not only the total costs for construction, but 
also the total costs for the maintenance of 
these roads were paid by the Thrvancore 
government. 11 Secondly, the public works 
department constructed and maintained the 
connections of the plantation districts with 
the western parts of Ttavancore. In the 1860s 
and the 1870s an increasing amount of 
money, in absolute and relative terms, was 
spent on the public works department. In 
the 1880s a relatively low amount of money 
was spent by this department. In the last 
decade of the |9th century the expenditures 
returned to a much higher level. Table 4 
shows these data. 

In conclusion, the amount of state expen¬ 
ditures on the construction and maintenance 
of roads connecting the plantations with the 
outside world were also closely related to the 
situation of the plantation sector. The sir- 
car gave less financial assistance to the plan- 


was low. 

Ill 

Considering the consequences of planta¬ 
tion development, the implications for the 
public treasury will be discussed first. The 
state revenues from land tax and export duty 
together had never amounted to more than 
50000 rupees (1872/73). The revenues from 
the sales of land in 1873/74 (85,254 rupees) 
and 1874/75 (214,761 rupees) had been 
exceptions. Initially the amount of money 
paid for land suitable for the cultivation of 
plantation crops was very low. in 1871/72 
for otample, 3,800 rupees were paid for 2,685 
acres of land. Furthermore; no auctions were 
held between October 1874 and October 
1895. In the last few years of the 19th cen¬ 
tury large amounts of money had probably 
been paid again for land. The state revenues 
in the period 1858-1900 are shown in DtUe 5. 


Tile profitability of the policy cgji -hr 
seriously questioned when the government 
expenditure for the plantation sector is Sum* 
married. The public works department spent 
an enormous amount of money on the con- ’ 
struction and maintenance of roads to co»*> 
nect the plantations with the more densely 
populated coastal areas of lYavancore. For 
example, the Feermaad-Kotuyam road 
already cost 2,49,768 rupees uo until 1872. 14 
Furthermore, the sircar had spent an avenge 
annual amount of 3,500 rupees for the 
maintenance of the government garden in 
Feermaad. 15 The expenditure of the survey 
department had also been considerable. The 
costs of surveying a tract of land which 
would be offered at one of she auctions had 
been more than 1 rupee an acre. Resurvcys, 
necessary to discourage or, more often, to 
recover illegal plantation encroachments on 
government land, had cost 12 annas an 
acre 1 * At the end of the 19th century the 
government financed the realisation and 
maintenance of the telegraph connection 


Tabif 5: State Revenues from the Plantation Sector 


Table 4: Expenditures of PWD and Total 
Expenditures of Travancore State, 
and Ratio Expenditures 

Year 

Land Tax 
(Demanded) 

(Rs) 

Export Duty 
(Ibtal Export Value 
in Rupees) 

Auctions 

flbtal Quantity of 
Land Sold in Acres) 





Year 

PWD 

TTavan- 

PWD/TVa- 









core 

vancore 

1859-60 




( 8.397) 





(Per Cent) 

1860-61 




( 22.612) 






1861-62 




( 37.370) 


1863-64 

200,688 

3999,997 

5.C 

1862-63 




< 51.336) 


1864-65 

269,068 

4047,734 

6.6 

1863-64 




( 59,644) 


1865-66 

333,346 

4307,644 

7.7 

1864-65 




( 80,221) 


1866-67 

446,201 

4359,177 

10 2 

1865-66 




(120,787) 


1867-68 

282,576 

4481.231 

6.3 

1866 67 



10,577 

(211,542) 

(3,783) 

1868-69 

366,620 

4535,088 

8.1 

1867-68 



12,156 

(243.000) 

(2.900) 

1869-70 

751,743 

5440,167 

13.8 

1868-69 



12,567 

(251,300) 

( 700) 

1870-71 

847,396 

5310,187 

16.0 

1869-70 

2,020 


17.183 

(338,800) 

1 700) 

1871-72 

1052,509 

5493.682 

19.2 

1870-71 

2,880 


27.242 

(544,800) 

(2.065). 

1872-73 

711,281 

5278,060 

13.5 

1871-72 

7,103 


29,852 

(5%,800) 

3,800 (2,685) 

1873-74 

590,111 

5321,292 

II.1 

1872-73 



41.963 

(839.000) 

5,444 

1874-75 

531,707 

5323,540 

10.0 

1873-74 



29,723 

(584,000) 

85,254 

1875-76 

493,2% 

5594,814 

8.8 

1874-75 



26,224 

(524/100) 

214,761 (7.817) 

1876-77 

515,681 

■5540,285 

9.3 

1875-76 



0 

(786,6%) 

no auction 

1877-78 

684,765 

5615,211 

12.2 

1876-77 



20 

(990,058) 

no auction 

1878-79 

791,437 

5952,888 

13.3 

1877-78 



20,093 

(803,700) 

no auction 

1879-80 

755,755 

6027,802 

12.5 

1878-79 

7,708 

(17.105) 

9,378 

(374,600) 

no auction 

1880-81 

815,574 

6377,675 

12.8 

1879-80 

*7,545 

(18,773) 

22,084 

(883.100) 

no auction 

1881-82 

476,958 

6235,328 

7.6 

1880-81 

7.868 

(19,316) 

14,984 

(599,400) 

no auction 

1882-83 

552,628 

5920,127 

9.3 

1881-82 

8,329 

(25,630) 

20,877 

(835.200) 

no auction 

1883-84 

619,542 

6013.122 

10.3 

1882-83 

4,505 

(28,104) 

9,728 

(389,135) 

no auction 

1884-85 

606,599 

6490,960 

9.3 

1883-84 

non 


13,565 

(225,704) 

no auction 

1885-86 

545,983 

6462,541 

8.4 

1884-85 

non 


22,305 

(446,085) 

no auction 

1886-87 

541,530 

6669,158 

8.1 

1885-86 

non 


11,061 

(221,225) 

no auction 

1887-88 

609,924 

6992,458 

8.7 

1886-87 

non 


5,431 

(100,714) 

no auction 

1888-89 

773,870 

7003,048 

11.1 

1887-88 

non 


7,950 

(159,007) 

no auction 

1889-90 

822,132 

7333,891 

11.2 

1888-89 

non 


6.545 

(130,908) 

no auction 

1890-91 

767.150 

7232,786 

10.6 

1889-90 

non 


5,158 

(103,286) 

no auction 

1891-92 

888,533 

8715,053 

10.2 

1890-91 

non 


2.102 

( 42,061) 

no auction 

1892-93 

949,185 

7970,748 

11.9 

1891-92 



5.478 

(109,508) 

no auction 

1893-94 

823,456 

8317,273 

9.9 

1892-93 



3,577 

'( 71.549) 

no auction 

1894-95 

1005,239 

8265528 

12.2 

1893-94 



3,459 

( 69,191) 

no auction 

1895-96 

890.071 

8150,183 

10.9 

1894-95 



5.645 

(112,909) 

no auction 

1896-97 

1363,244 

8916,723 

15.3 

1895 % 



2.624 

( 52,477) 


1897-98 

1687,840 

9507,631 

17.8 

1896-97 



2,648 

(*52,954) 


1898-99 

1407.601 

8995,946 

15.6 

1897-98 



2,073 

( 41,467) 


1899-1900 

1218,579 

%24,202 

12.7 

1898-99 



5,566 

(111,325) 






1899-1900 



3,562 

( 71,239) 



Sourer. TMvncore Administration Report. — ■ ■ 1 1 

1039*75. Sourer. Ttavancore Administration Report, ME 1035-75. 


Economic and. Political Weekly August 15, 1992 


1749 



with Bccmuukd, a hospital in the Ashamboo 
Hitts,’' and exhibitions of TVavancore plan¬ 
tation products abroad. 

IV 

What did the development of the planta¬ 
tion sector mean for the creation of employ¬ 
ment in TVavancore? Lovatt states that 1,400 
people were working in Brermaad in the 
period that coffee was the most important 
plantation crop in TVavancorc. In the harvest 
time the amount of people rose to 4,000. 18 
In 1904 about 18,000 permanent and tem¬ 
porary workers were directly involved in the 
TVavancorc plantation sector. 1 * 

Who were these people working on the 
plantations since the original inhabitants of 
the plantation areas, the 'Munnars', ‘Uralis’ 
and ‘Pandarams’, were not willing to work 
for these enterprises? The plantation 
labourers originated from the plains of the 
Madras presidency and the more densely 
populated parts of TVavancorc. 20 Especially 
in the beginning the number of Travan- 
coreans was considerable This was related 
to the labour requirements of the crop in¬ 
itially cultivated. Coffee cultivation required 
mainly seasonal labour. Therefore, the plan¬ 
tations offered TVavancoreans initially a 
possibility to supplement their earnings of 
the rice harvest and of the palmyra tapping. 
However, tea cultivation required constant 
catp and therefore a permanent labour force 

What was the reason for people settling 
for longer periods in surroundings which at 
first sight appear so unattractive? For exam¬ 
ple the climate in these elevated areas was 
rather different. Furthermore the housing, 
working and living conditions were far from 
ideal. Diseases took their toll as medical care 
at this time was extremely poor. 

As far as people from the Madras 
presidency were concerned, the following 
explanation is given by Lovatt. "Only ex¬ 
treme poverty and a scarcity of work in their 
own villages (...) could drive them to this 
alternative.” 2 ' Especially in the 1870s many 
people from the famine stricken regions like 
Coimbatore, Madurai, and Salem came to 
the plantation districts of TVavancore. 

For people from the lower parts of TVavan¬ 
core a difference in wages between their 
native place and the plantation districts 
might have been a stimulus for their depar¬ 
ture. However, by comparing tables 6 and 7 
it becomes obvious that there was no clear 
difference in wages between the higher and 
lower parts of TVavancore 

A more satisfying explanation can be 
given when the caste background of the 
plantation labourers is considered. The 
labourers were mainly shanars, pulayas and 
pariahs. These communities were extremely 
poor and backward and had been subjected 
to constant ill-treatment, degradation and 
exploitation. The emergence and develop¬ 
ment of the plantation sector in TVavancore 
offered them a way out of terrible cir¬ 
cumstances. Employment was created at the 


plantations and In 

department. 

Furthermore, the tempting advances given 
by the labour recruiters, the kanganis, pro¬ 
bably made the decision to go to the plan¬ 
tations much easier for many people. In 
Table 6 the amount of the advances is given. 
Also the positive stories about plantation life 
as told by the kanganis contributed to their 
coming to these districts. 

Unfortunately, life in the plantations did 
not fulfil their expectations. The living con¬ 
ditions were far from being ideal. Further¬ 
more, many labourers were already indebted 
to the plantations on their arrival because 
of the received advances and the costs of the 
journey to the plantations. Consequently, a 
form of debt slavery lied the workers to the 
plantations. The Criminal Breach of Con¬ 
tract Act protected the position of the 
planter, but did not give the employee any 
form of legal protection against his or her 
employer. Finally*the social hierarchy was 
not structurally different from that in the 
western Darts of TVavancore. 

Who were the employers at the planta¬ 
tions? Did the policy of the TVavancore 
government also create possibilities for their 
own population to become owners of plan¬ 
tations? In actual fact, some .TVavancoreans 
were owners of plantations. In the Ashamboo 
Hills, in the taluks Calculum and Velaven- 
code, at least 29 Indians owned plantations. 
Kooiman states that most of them were 
shanars. 22 In Ponmudi, in the taluks 
Needoovengad and Kotarakaray, six Indian 
planters could be found. Also in Peermaad 
TVavancoreans were owners of plantations. 
In 1877 the joint owners of the ‘Bon Ami’ 
estate were Frank Watts, Veerswami Naicker 
and Pechiappa Naicker. 22 The Syrian Chris¬ 
tians C J Eappen, C J Matthai, C P Fotheu, 
C E Matthoo, and C M Thommy were the 
joint owners of the Felicia and Eerie 
estates. 24 The overview of Indian plantation 
owners is given in Thble 8. 

It is however notable that the areas of land 
owned by Indian planters were much smaller 
than those of their European counterparts. 
The European planters usually had at their 
disposal hundreds of acres of land. Some 


oMt may question calling these pirn pna- 
tations. These enterprises were probably run 
by family labour. 

Why was there such a comparatively 
smaller number of Indian plantation owners, 
and why was the area of their undertakings 
so small compared to the European enter¬ 
prises? In the first place, the Europeans were 
able to put their applications forward 
through the British resident. His influence 
in the political field was enormous. Further¬ 
more. the amount of money which had to 
be paid for large tracts of land was probably 
too high for interested Indians. Finally, the 
hostility of the European planters’ com¬ 
munity towards Indian competition played 
an important role Eappen writes: “As 
regards our (...) Estate Eerie I beg to state 
that its boundaries are for the most part 
lands belonging to Europeans and that we 
have reason to fear that our commencing 
work there before the boundaries are worked 
out by the sircar will involve us in serious 
disputes, to avoid which we have hitherto 
been obliged to refrain ourselves from doing 
any thing there. 1 therefore beg to request 
(...) that you will be pleased to order the 
Revenue Surveyor to have both our Estates 
surveyed on his next visit to the Peermaad 
Hills, and, kindly considering our weakness 
when compared with our European neigh¬ 
bours, give him special instructions as to the 
careful and impartial making of the boun¬ 
daries of the latter (Eerie);’ 25 

The number of Indian plantation owners 
decreased further with the shift from the 
cultivation of coffee to tea. The Felicia aad 
Table 7: Daily Wages of Agricultural 
Labourers, Travancore 


Taluk 

1880-85 

1885-90 

1890-95 

Vaikom 

2as 8p 

3as 5p 

4*s 

Ettumannoor 

2as 8p 

3as 6p 

4as 6p 

Kottayam 

Changana- 

2as 

2as lOp 

3as 6p 

cherry 

2as 

2as lOp 

3as 

Meenachi! 

2m 3p 

3 as 

4*5 


.Sourer Michael Tharakan and Tharian George, 
of cit. I98S, p 17. 


I \ui t 6 Dviiy Pi antaiion Wai.lv and Avfkagf Advances in South India in 1893 


District 

Daily Wages 
Males 

Daily Wage-, 
Females 

Daily Wages 
Children 

Advances 

Coorg 

4a s 

2as 6p 

1 to 2as 

5 to lORs Tamils; 
15 to 20 Rs 
Canarese 

Mysore, north 

— 

— 

- 


Mysore, south 

4a s 

2 to 3as 

— 

10 to 20Rs 

Nelliampalhis 

5as 

3as 

2as 

5Rs 

Nilgiris 

— 

— 



Pulneys, lower 

4as 

2. 5as 

1 to 2as 

5Rs 

Shevaroys 

— 

— 

— 


Wynaad 

4as 

2as 8p 

— 

SRs 

Central Travancore 

4as 

— 

— 

males lORs; 
females 6Rs 

Kannan Devan 

4, 5as 

2as 

— 

lORs 


Sourer. UPAS! Proceedings, -1893. 
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According to an enumeration of pla&tationi 
ill TVavancore by the United Planters' 
Association of south India (UPAS!) in 1891, 
no Indian plantation owners were left. 24 
Presumably the high investments necessary 
for the cultivation of tea was too big a bar¬ 
rier for Indians, in this way a bigger part 
of the plantation sector fell into the hands 
of Europeans in the last part of the 19th cen¬ 
tury- Unfortunately,* it also meant that a 
larger part of the profits—mostly in the 
form of dividends paid to shareholders— 
left the country. 

However, the emergence of plantations, 
and the policy to stimulate this sector of the 
economy, also had consequences for 
employment outside these agricultural enter¬ 
prises. Firstly, the enormous extension of the 
infrastructure in the hitherto uncultivated 
areas threw open these districts for 
agriculture. Indeed many people started 
agricultural undertakings along the roads 
which connected the plantation districts with 
the western parts of Travancore. 27 Further¬ 
more, employment was created in the public 
works department to construct and main¬ 
tain the roads which were of vital impor¬ 
tance for the plantations. Thirdly, a growth 
in internal transport took place. Unfor¬ 
tunately for the Travancorean businessmen, 
the European owned agency houses domi¬ 
nated the trade in plantation products within 
and from TVavancore. Lastly, there was an 
increase in economic activities in the har¬ 
bours of TYavancore because of the export 
of coffee and tea. However, most of the 
employment was dependent upon the pro¬ 
sperity of the plantation sector, which was, 
in its turn, dependent upon the world 
economy. 

Conclusion 

The planters, and their planter associa¬ 
tions, formed, together with the British resi¬ 
dent and the colonial government, a strong 
political lobby which was putting forward 
its demands to favour plantation develop¬ 
ment in Ttavancore. Within this political 
context the policy of the Ttavancore govern¬ 
ment should be understood. 

The government paid attention to all pro¬ 
duction factors to stimulate the plantation 
sector and took measures regarding land, 
labour and capital. Besides that, trade and 
transport also had the attention of the 
TVavancore government. The support given 
in the period of office of dewan Madhava 
Rao (1851-72) has to be qualified as uncon¬ 
ditional. 21 The favourable circumstances 
under which land could be obtained, the 
Criminal Breach of Contract Act, the 
establishment of a government garden in 
Peermaad, and the enormous expenses of 
the public works department for the benefit 
of the plantation sector, serve as examples 
here However, dewan A Seshiah Sastri 
(1872-77) restricted the policy of his 
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Notice Lot 
No No 

Ihluk 

Estimated 

Area 

(in Acres) 

Area as Surveyed Name of the Indian 
by the Survey Buyer or Owner 
Department 
(in Acres) 

10 1 

Calculum 

70 

96.66 

V Vadanayayam 

” 2 

l» 

90 

121.82 

V Vadanayayam 

" 4 

*i 

45 

51.30 

C Luke 

" 6 

»» 

6 

12.88 

M Joseph 

" 7 

” 

50 

67.18 

N Paramanandem 

" II 


10 

23.37 

A R Benjamin 

II 2 

Calculum 

65 

76.14 

R Arumanayayam 

" .3 

M 

20 

22.68 

S Swammather 

" 4 

” 

40 

48.14 

S Swammather 

’’ 5 


12 

20.95 

C Luke 

" 6 

” 

30 

29.50 

T Syedpeer 

" 9 

” 

20 

22.20 

Swamiadian 

" 12 


20 

28.48 

N Pool hayoonathan 

" 14 

*• 

60 

54.52 

J R Moncur 

" 15 

** 

20 

21.81 

P Nagandran 

" 16 


60 

67.95 

Poobnunanien 

” 26 


30 

35.00 

S Emanuel 

•' 28 

Needoovengad 

6 

7.83 

J Richie 

" 29 


8 

12.47 

J Richie 

” 35 

Kotaiacaray 

50 

81.75 

J Richie 

" 40 

" 

500 

— 

R Row 

12 3 

Calculum 

25 

48.28 

Bagavathi 

" 5 

" 

8 

6.13 

Nagrmndran 

” 6 

" 

25 

35.35 

A R Benjamin 

” 8 

" 

45 

48.42 

M Pillai 

" 9 


30 

45.88 

Paramanandem 

” 10 


10 

14.88 

P Noah 

” II 

»* 

10 

15.35 

V Samuel 

” 12 

” 

15 

25.88 

L Granaprecavam 

" 17 

" 

15 

19.95 

A R Benjamin 

” 19 


10 

11.10 

M Pillai 

” 20 

” 

20 

33.58 

V Swamiadian 

" 21 

” 

20 

35-21 

V Swamiadian 

" 22 

*• 

20 

26.35 

N Moodakai 

” 23 ' 

. 

20 

18.65 

V ArunachcUom 

" 24 


20 

20.30 

Michel 

•’ 30 

Velavencode 

25 

63.45 

J G David 

” 31 

” 

7 

— 

J G David 

" 32 


15 

— 

Daniel ea. 

” 33 

" 

5 

5.84 

Aurulancndcm 

” 34 

•* 

5 

5.28 

P Daniel 

” 35 


10 

16.12 

P Arumougam 

" 36 

♦l 

7 

7.35 

P Moses 

" 37 

• • 

5 

5.40 

P Moses 

" 38 

•i 

3 

3.10 

P Moses 

.. J9 

” 

20 

20.75 

Ynanapiecasum 

’* 40 

»* 

5 

6.65 

Vhanapreauum 

” 41 

il 

5 

9.35 

J Killsoor 

" 46 

Needoovengad 

35 

52.25 

M Pillai 

” 53 

II 

200 

237.80 

H H Sait 

” 58 

Kotaracaray 

300 

345.45 

J Row 

” 64 

w • 

50 

53.90 

TPiltay 

*• 76 

Meenachel 

70 

97.00 

Eappen 

" 87 

II 

60 

— 

Eftppen 


Note : Notice number 12 announces the auction of October 14, 1874. 
Sourer. CSF No 1925, op cit. 
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predecessor. The upset price atiheaufctidn* 
for land suitable for the cultivation of plan¬ 
tation crops, was raised from 1 to 10 rupees 
an acre: In these years anxiety was also 
expressed about the possible consequences 
of the policy for ecology. 29 In the beginning 
of the 1880s, at the height of the depression 
in the plantation sector, government help 
was minimal. On the other hand the 
liabilities of the planters were lessened in this 
period. Maximum assistance could be 
witnessed again in the last years of the 19th 
century. In these years of prosperity for the 
plantations, financial aid was given for 
hospitals in the plantation districts, a 
telegraph connection with Peermaad, and 
exhibitions of Travancore plantation pro¬ 
ducts abroad. The liabilities of the planta¬ 
tions rose again in (his period In conclu¬ 
sion, although the Travancore government 
was politically severely restrained, it gave 
‘minimum' assistance and gained ‘max¬ 
imum’ profit whenever financially possible 
for the planters ancj whenevci politically ap¬ 
proved by the British resident 

Considering the consequences of planta¬ 
tion development, the profitableness of the 
policy for the state treasury can be serious¬ 
ly questioned. The state received the largest 
(respectively smallest) amount of money for 
the plantations' most prosperous (respective¬ 
ly most depressed) years. However, it also 
spent the largest (respectively smallest) 
amount of money for the plantations* most 
prosperous (respectively most depressed) 
jears. In Travancore, the state revenues from 
and expenditures for the plantation sector 
were positively correlated and outweighed by 
one another. 

The policy had also far-reaching conse¬ 
quences for employment in TYavancone. Not 
the original inhabitants, but labourers of the 
lower parts of Thivaricore, and particularly 
of the plains of the Madras ptesickney, came 
to the Thivancore plantation districts. 
Because of difficult economic circumstances 
in the Madras presidency many people left 
their native places and found employment 
in the Ttavancorc hills. Foi the low caste 
people of Tfavancore the emergence and 
development of plantations offered an 
escape from their subordinated status in 
their native places. Moreover, they were 
tempted by the financial advances given by 
the kanganis and the positive stories about 
plantation life told by these recruiters. It 
should, however, be understood that the 
employment of Ttavancoreans in the plan¬ 
tations was only in the initial period con¬ 
siderable In the period in which tea was the 
main crop, the already small proportion of 
TVavancorean plantation workers decreased 
further. 

With regard to the employers, the policy 
of the TVavancore government theoretically 
enabled Indians to become owners of plan¬ 
tations. However, Travancoreans had to cope 
with many practical problems, like overt 
hostility from the dominant European plan¬ 
ting community. The shift from coffee to tea 
meant that the small part played by Indians 
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Social Sciences, 
Calcutta 

requires.Fellows (Plan and non-Plan 
posts) in the disciplines of 
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The policy also stimulated the creation of 
employment in other sectors of the economy. 
Employment in the public works department 
was created, agricultural undertakings along 
the roads which connected the plantation 
districts with the outer world were started, 
internal transport grew, and economic ac¬ 
tivities in the harbours of Travancore 
increased. However, compared to the advan¬ 
tages to the Madras government (i e, 
employment for its workers) and to Euro¬ 
pean trade and'planting companies, the ad¬ 
vantages of the development of plantations 
for TVavancore and Travancoreans were only 
marginal. 
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(1 would especially like to thank P K Michael 
Tharakan (Centre for Development Studies, 
Trivandrum) and D Kooiman (Free University, 
Amsterdam) for reading an earlier draft of this 
paper.] 
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elevation of 500 feet, granting only a small, 
patch here and there” in: CSF No 11800.' 
rules for the grant of wastelands for 
cultivation. 
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This article is an exposition on the problem of political torture and the rehabilitation of torture survivors in 
the Philippines. It presents the essential variables outside the purely persona! and clinical framework under which 
torture and repression occur and discusses the various approaches in rehabilitation which are now practised in 
the country including their limitations and problems. 


TORTURE occurs in many countries all over 
the world. Amnesty International in its 1990 
Report stated that it happens in one hun¬ 
dred countries including the Philippines. 1 
Generally, throughout the world, torture as 
it is practised now is “characterised by the 
systematic and widespread use of sophisti¬ 
cated scientific techniques against a regime's 
political opponents. Tbrture has thus become 
a tool of regimes seeking to govern by the 
‘reign of tenor’. 2 

“And government by terror is the response 
of Third World States, which are clients of 
one or the other superpower, to the stresses 
of economic development, economic crisis, 
or the East-West confrontation.” 1 The 
ideology of terror adopted by governments 
is justified at necessary to protect the 
existing gover nm ents and for ‘national in¬ 
terests’ especially when there is economic 
crisis and there are groups highly critical of 
the ruling class and government declaring 
the need to change the existing economic or 
political system. Thus for national security 
and to maintain the economic status quo 
which benefits those in power and the 
foreign government which support and prop 
up the ruling regime, individual rights are 
subverted and torture is practised. “Equating 
the political or ideological opponent with 
an enemy not entitled to respect for the 
‘inherent dignity of the human person’ but 
whose only entitlement is to combat without 
quarter, is perhaps the most destructive 
legacy of the doctrine of national security^ 4 

The occurrence of torture in the Philip¬ 
pines, its causes and the political and 
economic context under which it occurs is 
most appreciated with a brief historical 
review. 

The Philippines has been subjected to 
almost four centuries of colonial rule, first 
by the Spaniards and then the Americans in 
the early 1900s and for a brief period by the 
Japanese during the second world war. The 
first two have left an indelible colonial 
legacy In the economy, politics and social 
psychology of the people Thus, while 
granted formal independence in 1946, the 
country today remains very much a neo- 
colony of the linked States. 

In a study of economic development of 


10 colonies including the Philippines, 
Thomas Birnbcrg of ttle and Stephen 
Resnick of the University of Massachusetts 
stated that: 

US trade policies facilitated an increase in 
Philippine exports... exports were developed 
to be sold to a developed country in oehange 
for imports of manufactures, and govern 
mem expenditures were directed to facilitate 
and foster this international exchange... 
Colonies served the political and economic 
needs of the developed countries nor only by 
providing assured sources of food and taw 
materials and markets for their manufac¬ 
tures, but also by providing profitable areas 
for foreign investment, greater control in 
response to economic and political rivalry 
among the countries of the developed world 
itself.' 

This economic system irrelevant to the 
needs of the Filipinos persists today. Thus, 
majority of the Filipino people live below 
poverty line even as giant multinational com¬ 
panies and a local elite class benefit from 
the rich resources of the country. The coun¬ 
try's technology remains backward and 
wages are kept incredibly low to attract 
foreign capital. Meanwhile, in the country¬ 
sides, the age-okl feudal relations remain 
almost intact 

The people’s response to the problems are 
varied. Many seem to be resigned to fatalism 
and have left the course of their lives to 
destiny. A significant number of the popula¬ 
tion, however, have taka active intervention 
to change their lives through various, and 
sometimes conflicting, approaches. The 
larger number of the population still depend 
on traditional ways of effecting reforms like 
elections but a radicalised segment has 
resorted to either opa militant actions or 
to direct armed confrontation with the state 
■fortune in the Philippines occurs within 
the context of state repression against inter¬ 
nal dissent. Thus, while torture is also ap¬ 
plied to individuals convicted or suspected 
of common crime violations in regular 
prisons and jails, political torture, or the 
systematic use of force or violence to obtain 
information from opposition and dissident 
suspects, to destroy the individual’s per¬ 
sonality and/or to create terror into the 


hearts of opponents and dissidents or poten¬ 
tial opponents and dissidents, came into fore 
during the time of the late Philippine 
strongman Ferdinand Marcos. 

It was during this period, particularly dur¬ 
ing the first few months after the declara¬ 
tion of martial law on September 21,1972, 
that thousands were rounded up and thrown 
into jails. In the process many were tortured 
while undergoing tactical interrogation by 
the military. Repression inevitably intensified 
as the despot Marcos desperately tried to 
ding on to power. Amnesty International in 
its report in 1984 stated that: 

Amnesty International has continued to 
receive credible reports of systematic torture 
in the Philippines... following the pattern 
established once the proclamation of mar¬ 
tial law in 1972.. evidence of abuses of peo¬ 
ple taken into custody by military personnel 
including beatings, forcing individuals to 
undertake hundUating acts, and other forms 
of ill treatment_Despite lifting of mar¬ 

tial law in 1981, members of the armed forces 
have retained extensive powers of arrest and 
detention in cases involving alleged ‘subver¬ 
sives’ and other ‘public order violators’... 
alleged suspects are commonly abducted 
without warrant and detained incom¬ 
municado. .. the agencies responsible for ar¬ 
rest were armed forces intelligence bran¬ 
ches. .. .'Detainees arrested or abducted by 
these units were commonly taken to un¬ 
disclosed and unauthorised interrogation 
centres, known as Wehouses’, where inter¬ 
rogation »su commonly accompanied by tor¬ 
ture involving electric shocks, sexual abuse, 
and beatings..., Amnesty International also 
knows of instances where detainees in such 
“safehouses” have not been seen again and 
are presumed or known to have died as a 
result of their ill-treatment.* 

Health professionals were not exempt 
from repression. TVo Filipino physicians 
were also arrested and subsequently Retain¬ 
ed in 1982 and 1983—one an suspicion of 
treating dissidents and one for rendering ser¬ 
vices to political detainees. 7 

Fighting hard the perce iv ed enemies of the 
state was the dicta to r' s way of bargaining for 
more support from his foreign benefactors, 
particularly the United Sate* government 
which generously provided the financial, 
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material and technical know-how in the dic¬ 
tator’s bloody counter-insurgency pro¬ 
gramme. Especially during the early days of 
martial rule, the military establishment 
employed unmitigated violence against op¬ 
ponents, suspected dissidents and their 
sympathisers. 

Long years of dictatorship honed the state 
armed forces to the logic of national security 
doctrine which essentially disregards human 
persons. Under the national security doc¬ 
trine; individuals are “utilised as tools and 
tally heads in international competition 
where aggregate figures count for more than 
personhood".' 

The February 1986 ‘People Power Revolu- 
\ tion* did very little to alter the situation. In 
November 1988, the Philippine Alliance of 
Human Rights Advocates reported that for 
the first 1,000 days of the Aquino govern¬ 
ment, thgre were 705 persons executed, 480 
tfied in massacres, 11,911 arrested and 1,676 
tortured, 204 reported missing while 37,132 
families became refugees in our own land. 9 
Highly militarised areas in the countrysides 
haw become virtual torture zones where vic¬ 
tims are abused right in their own homes and 
communities. An atmosphere of fear con¬ 
tinues to ha uni the populace including tor¬ 
ture survivors who continue to see those who 
violated their dignities not only roam around 
freely but occupying higher positions of 
power. 

Amnesty International in its 1990 Report 
declared: 

The authorities frequently labelled non¬ 
governmental organisations, including 
human rights groups, as “fronts for the CPP 
(Communist Party of the Philippines) or the 
NPA (New People’s Army, the armed wing 
of the outlawed CPP) .. .The government's 
counter-insurgency campaign used regular 
armed forces, official paramilitary forces 
known as the Citizens’ Armed Forces 
Geographical Units (CAFGUs), and armed 
groups known as “vigilantes" which have no 
legal status... CAFGU forces were reported¬ 
ly responsible for extrajudicial executions, 
torture and "disappearances'’ 

The bombing and strafing of villages 
suspected of harbouring NPA and MNLF 
(Moro National Liberation Front) guerillas 
resulted in the evacuation of tens of 
thousands of people. 

... More than 200 critics, opponents or 
suspected opponents of the government 
appeared to be victims of extrajudicial 
executions committed by government or 
government-backed forces. The dead includ¬ 
ed church workers, trade unionists, human 
rights activists and members of various 
lawful non-governmental organisations ac¬ 
cused of being fronts for the CPP or NPA. 
Dozens of villagers living in areas where the 
NPA was active were deliberately killed by 
military and paramilitary forces. The 
authorities often claimed that the victims 
were NPA members who died in “legitimate 
encounters”, although the victims included 
elderly people and very young children killed 
in their homes. 

.. .Tbrturc and ill-treatment of political 
detai n ees during interrogation by police 



and military personnel were frequently 

reported. M 

Furthermore; the Medical Action Group 
in 1989 reported the harassment, arrest and 
detention and extrajudicial kilting of 102 
health workers as well as disruption of 205 
community health programmes by military, 
para-military and vigilante forces for the 
period covering 1987-1989. 11 

It was in 1985, barely a year before Mar¬ 
cos was dislodged from power*, that pro¬ 
grammes for the medical and psychological 
rehabilitation of torture victims took off. 
Prior to these, efforts to assist torture sur¬ 
vivors in their health needs were un¬ 
systematic and erratic The Children’s 
Rehabilitation Centre (CRQ was establish¬ 
ed to render psychological and other related 
assistance to children-victims of political 
violence. The Medical Action Group, an 
organisation of health professionals and 
students working for health and human 
rights established in 1982. set up the Philip¬ 
pine Action Concerning Ibrtine (PACT) for 
the rehabilitation of adult torture survivors, 
either in detention or outside detention. 
BALAY was established specifically to assist 
ex-detainees. All these were initially based 
in Metro Manila which is located in Luzon, 
one of the three big islands of the country 
but later, each conducted outreach program¬ 
mes outside Metro Manila. 

There are various factors which highly af¬ 
fect rehabilitation work in the country. 
Foremost of these are political repression, 
economic factors, family and community, 
culture and sub-culture. These either serve 
as obstacles or positive factors for rehabilita¬ 
tion work or important considerations for 
effective and appropriate intervention. 

Political Repression 

Governmental support for the aforemen¬ 
tioned rehabilitation programmes sms zero 
during the time of Marcos and is still totally 
absent under the present government. In 
fact, the current government’s *total frar’ 
policy which is no different from Marcos’ 
counter-insurgency war constitutes the single 
biggest obstacle to rehabilitation. Threats to 
the security of both the survivors and the 
health professionals severely limit rehabilita¬ 
tion work. 

Survivors fear a repetition of the torture 
experience while under the custody of the 
perpetrators of torture even as ex-detainees, 
although freed from detention, continue to 
suffer from stress, one of which is fear of 
recapture or reprisals from the agents of the 
state who were responsible for their torture 
experience; In 1988, two torture survivors in¬ 
formed a physician of the Medical Action 
Group that after their complaint of torture 
by their captors in a Supreme Court hear¬ 
ing for a writ of habeas corpus and after 
being seen with torture mar .s by health pro¬ 
fessionals, they again suffered maltreatment 
by their military custodians. 12 In a survey 
of 100 cx-detainees in four areas in the 
Philippines in 1986, 49 respondents gave 
security reasons as cause of their difficulties 


in adjusting to H« atter imprtsioaiBeat 1 ' 

Health professional rendering services tc 
torture survivors, who are supposed to bt 
protected by universal medical codes and 
covenants to render service to everyont 
regardless of their political beliefs, havt 
themselves on many occasions been the vic¬ 
tims of military abuses. While visiting deten¬ 
tion centres a number of health professkxudi 
were subjected to various kinds of harass 
meats inducting threats to life, interrogation 
and actual detention. 14 

A raid on a rehabilitation centre; witch- 
hunting and labelling two rehabilitation 
centers as communist fronts by tK military, 
have resulted to unnecessary anxieties 
among thorn involved in rehabilitation work, 
deflected possible involvement of mote 
rehabilitation workers as well as disrupted 
rehabilitation activities. 19 

In the Philippine provinces specially, 
medical access to torture victims has beat 
very limited. Military restrictions and ar¬ 
bitrary rules regarding detention centre visits 
by non-military physicians make it almost 
impossible to render medical and rehabilita¬ 
tion services immediately. 14 

The Philippines also does not have the 
adequate necessary personnel and facilities 
for treating the victims of conflict like tor¬ 
ture survivors. There is an acute inadequacy 
or virtual absence of health personnel 
capable of dealing with the physical and 
mental health problems that arise because 
of the absence of training centres regarding 
rehabilitation work among torture survivors 
and the government’s lack of support for the 
development of such programmes. And 
when torture occurs in remote and highly 
militarised areas as in many Philippine bar¬ 
rios, there is a total breakdown of the for¬ 
mal medical system. 

Economic constraints 

Seventy per cent of the Filipino populace 
live below the poverty level and moat torture 
survivors cotne from the marginalised sec¬ 
tors of Philippine society specifically 
workers, peasants and lower petty bour¬ 
geoisie. Those still under detention suffer 
economic dislocation especially if the de¬ 
tainee is the main breadwinner in the family. 
Family members who are outside prison ceils 
who can seek assistance for the health needs 
of the detainees from the centres are usual¬ 
ly busy with survival and financial concerns 
thus the delay or absence of a ssistance to the 
survivors of torture. Meanwhile; many of 
those outside detention cither do not even 
have the resources to visit health profes¬ 
sionals for consultation and therapy or are 
busy looking for jobs. In 1986,42 out of K)0 
ex-detainees suiveyed by SELDA gave 
economic reasons as cause of their dif¬ 
ficulties after release (tom detention. 17 In a 
study based on a three-year (June 1985-June 
1988) experience of the Children's Rehabili¬ 
tation Centre; 44 per cent of the cHcntete 
presented financial and economic problems 
and this topped the list of pro blems 
identified ." 


Economic and 



u ^ cftcrictice showed that 


providing direct material and economic aid 
to victims and their families contributed im¬ 
mensely to the victims’ overall adjustment. 
A plus factor in rehabilitation work in the 
Philippines is the existence of a network of 
non-governmental organisations (NGOs) 
which provide some mechanisms for 
economic support to some torture survivors 
and their families Such organisations and 


institutions, which havea network in various 
parts of th e cou ntry, include Uuk Force 
Detainees (TFD), SELDA (means cell; 
Samahan ng mga Ex-Detainees lakpn sa 
Detensyon at para sa Amnestya, an 
organisation of ex-detainees), KARATID 
(means brother/sister, an organisation of 
families of political prisoners) and various 
church institutions These can be in the form 


of seed money for income generating pro¬ 
jects, assistance in the marketing of de¬ 
tainees’ products, educational scholars hips, 
assistance for job placements as well as for 
legal fees The Free Legal Assistance Group 
(FLAG), Protestant Lawyers League (PLL), 
‘other lawyers’ groups and some individual 
lawyers provide legal services for free or for 
very minimal fees. 

However, given the worsening human 
rights situation where there is an increasing 
number of victims of human rights viola¬ 
tions, the limited personnel capacities and 
resources of the aforementioned institution, 
and groups can only reach and assist a small 
number of torture survivors. 


Family and Community 

In the Philippines, family and community 
resources become primary sources of 
rehabilitation and healing where skilled 
medical personnel is unavailable But even 
if trained personnel were available for the 
victims of human rights violations, the 
massive restructuring of the social and 
economic situation of the survivors in¬ 
cluding those of their families and relatives 
that often occurs leads to prolonged, 
repeated, and severe manifold stress. For this 
reason also, even the most basic rehabilita¬ 
tion framework demands comprehensive 
understanding and skilled orchestration of 
interpersonal, family and community 
variables. 

The Philippine experience revealed that 
the typically-Asian extended family system 
often is the only support network that will 
survive in the face of social and economic 
dislocation of the nuclear family of the vic¬ 
tims. In this situation, families who reaffirm 
or at the very least understand the political 
choices of the victims are much more 
therapeutic Economic support from outside 
group* to the families also becomes crucial 
because unaffected members of (he extended 
families are themselves pushed to poverty 
when they take on the support for their dis¬ 
placed relatives. Furthermore, psychological 
support and rehabilitation of the individual 
must be worked out with the extended 
families. 

I s sues suc h at strained Interpersonal refs- 
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ticinstiips. changes lit primary cartgivet for 
the children, differences in political perspec¬ 
tives, communal sharing of resources and 
changes in primary breadwinners, and the 
need of the entire extended family network 
to face up to and live with the traumatic ef¬ 
fects of the human rights violations are im¬ 
portant in the therapy/In cases of children 
handled by the CRC, majority of the pro¬ 
blems of the children were due to the 
breakdown of the family after exposure to 
human rights violations thereby necessitating 
its rehabilitation programmes to include 
revitalising and strengthening the family as 
the basic and primary support system. 19 

Communities, too, play a significant role 
in the rehabilitation of the victims. This is 
specially true in the provinces where the bar- 
riot are of the Gemeinschaft society type. A 
member of the community is treated in many 
ways like a member of the family. Thus, in 
areas marked by intense conflict, failure of 
the community to respond to the needs of a 
torture survivor for reasons of fear of military 
reprisal, is very painful indeed for the 
survivor. There are even situations wherein 
survivors have no more communities to go 
back to since the communities themselves 
broke down due to military bombings and 
zoning operations. 

CULTURE AND SUB-CULTURE 

Cultural understanding is most important 
in rehabilitation work. This has been 
recognised by rehabilitation workers in 
various countries after numerous work with 
refugees from other nations and cultures 
coming into exile to another host country. 
Cultural differences have been noted on 
various refugee groupings which necessarily 
have implications regarding assessment of 
mental health, interpretations of a respon¬ 
dent’s behaviour or response and in the treat¬ 
ment or rehabilitation technique 20 

Recognition of the importance of cultural 
differences for objective and effective work 
has resulted into the use of interpreters. But 
interpretation is not just a simple matter of 
interpretation since “the task is not only to 
be faithful to the original version, but also 
to achieve connotative equivalence with the 
source language”. 21 

The relevance of the above-mentioned con¬ 
siderations comes to focus because “many 
contrasts or conflicts between Filipino values 
or ideals and actual behaviour has been noted 
by various authors who suggest that this 
dichotomy may be due to interrelated urban- 
rural, traditional-modern distinctions and in¬ 
fluences of social class. 22 

Bartelome dedans that it is not correct to 
uncritically apply observed values, traits and 
virtues across all strata in a highly strati lied 
society like the Philippines. He further says 
that generalisations are usually done by those 
most interested in preserving the status quo 
where there is tremendous inequality in the 
distribution of wealth because they live com¬ 
fortably in it® 

Long yean of colonisation has produced 
the providing subservient culture and con- 
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sdousness among Filipinos, This is triiiatiy' 
described as a culture of silence and colonial 
mentality (what is foreign is best and what,; 
is indigenous is inferior). Filipinos are also 
observed to be family and small group- 
oriented, paternalistic, with a strong need for 
acceptance and emotional security but reti¬ 
cent to go for psychotherapy. 24 

This, however, is divergent even among 
Filipinos and these are most influenced by 
differences in class, social standing, urbanisa¬ 
tion, and experience Also, this has not been 
static as there is an evolution of a counter¬ 
culture and counter-consciousness with the 
growing movement for change in Philippine 
society. 

Thus, there is a mixture of, sometimes even 
conflicting, sub-cultures in Philippine society. 
There are those who want to maintain the 
status quo but there are a growing number 
who are actively involved in creating a 
counter-culture, a liberating culture that is of 
most importance for the movement for 
change in the country. And most survivors 
of political torture have these counter-culture. 

There had been efforts to characterise tor¬ 
ture survivors. Some observations among 
ex-detainees include the following: they are 
committed individuals with a lot of strength; 
therapy is not the ex-detainee’s priority, the 
ex-detainee is concerned about security; it is 
possible that they are primarily verbal in 
cognitive style; they are used to testing theory 
in practice.® It has to be noted, however, 
that further studies are necessary to validate, 
amend or change these conclusions. 

Tbrture survivors ask questions, not just 
the whats but the whys and the wherefores. 
Even the peasants and the urban poor, who 
may be unschooled and usually described as 
meek and subservient do not just accept 
things as they are without any analysis of 
situations. Many psychiatrists who trained in 
the Philippine health schools and sometimes 
even in western countries, find themselves in 
a dilemma as their clients are not the usual 
ran of the mill patients encountered in their 
clinics. 2 * 

In rehabilitation work among torture sur¬ 
vivors, therefore, it is most important to con¬ 
sider the presence of a prevailing culture; 
sub-cultures and even counter-culture and 
counter-consciousness. This is a problem in 
the Philippines as not all those who are 
involved in rehabilitation work maybe aware : 
of all these Moreover, except for a few, 
rehabilitation workers have undergone studies 
and training in schools that adopt western or 
foreign orientation. There is a dearth of 
materials and books from the Filipino 
perspective in libraries and bookstores com¬ 
pared to a flood of foreign materials written 
from an alien perspective It is primarily 
through venues initiated by individuals and 
non government organisations that most 
rehabilitation workers learn of all there most 
important considerations for culture-relevant 
therapies. 

Because of the western orientation of 
many Filipinos, pitfalls in interpretation of 
values are widespread. Enriquez says that 
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“the analysis and interpretation of Filipino 
values is substantially keyed to a foreign 
language and perspective... More often 
than not... the studies fail to see the values 
in terns of the Filipino world view, ex¬ 
perience and milieu. The organisation and 
logic of the value as it is viewed from the 
indigenous perspective is ignored” 27 

Samson says that the ‘interpretative 
scheme' should be ‘critically evaluated’ 
“from whose national interest should Philip¬ 
pine culture be evaluated? The culture of a 
dependent society like the Philippines is 
oftentimes interpreted in terms of the in¬ 
terests and the standards of its ‘director’ 
country?’ 2 * 

it has been noted that attempts to formu¬ 
late appropriate techniques in therapy suited 
to the Filipino personality are minimal. 
Bulatao in 1980 made an attempt and des¬ 
cribed ‘transpersonal counselling’. His main 
assumptions were: (1) Filipinos are freer to 
be themselves when in a sympathetic group 
of friends than in a one-on-one situation; 

(2) when supported by the group, Filipino 
clients prefer paternalistic counsellors to 
non-directive ones who are perceived as 
detached, and non-caring; (3) the Filipino 
character is contemplative, patient, and ac¬ 
cepting things as they are; and (4) Filipino 
subjects readily enter into altered states of 
consciousness. 2 * 

Among others, the Akademya ng Sikolo- 
hiyang Pilipino (Philippine Psychology 
Research and Training House, a group of 
concerned social scientists and professionals) 
and other non-government institutions in¬ 
cluding MAC, CRC and BALAY are now 
actively involved in developing culture- 
relevant therapies. 

Approaches 

There were large numbers of torture sur¬ 
vivors during Marcos’ rule. The very few 
health professionals willing to assist sur¬ 
vivors, whether in their clinics or in deten¬ 
tion centres, were only able to help a very 
small percentage of those needing assistance 
because of the lack of organisations or in¬ 
stitutions co-ordinating and systematising 
health services for them. 

lb systematise the delivery of services to 
more survivors, the Medical Action Group, 
with the assistance of the United Nations 
Voluntary Fund for Ibrture Survivors, esta¬ 
blished the Philippine Action Concerning 
Ibrture (PACT) shortly before the fall of the 
Marcos dictatorship. Thus, the Medical Ac¬ 
tion Group set to work in assisting the tor¬ 
ture survivors regain independence and go 
back to the mainstream of life guided by the 
Declaration of Ibkyo approved by the World 
Medical Assembly in 1973 and the Principles 
of Medical Ethics approved by the United 
Nations General Assembly in 1982. 

Initially, the PACT staff and volunteers 
simply had their basic knowledge of 
medicine, counselling, psychotherapy and 
rehabilitation gained from formal schooling, 
attendance of a seminar in the Philippines 
with the assistance of the Rehabilitation 
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Centre for Ibtture Survivors-Denmark had 
participation in a few international con¬ 
ferences on torture rehabilitation. There was 
therefore a recognised need to develop and 
evolve culture-relevant and specific-client 
population-relevant therapies. 

MAG-PACTs programme include out¬ 
patient services at the clinic, detention cen¬ 
tre visits and education activities relevant to 
torture (i e, the nature and objectives of 
torture and the various coping mechanisms) 
conducted among health professionals and 
among high-risk groupst The high-risk 
groups were those who were not assured 
safety and freedom because'of their active 
involvement in the movement for social 
change. 30 

Initially, in the delivery of services at the 
out-patient clinic, a standard survivor(pa- 
tient)-flow was instituted regardless of the 
survivor’s presenting complaint. The sur¬ 
vivor secs all the members of the team (com¬ 
posed of a nurse, a physician, a psychologist 1 
or psychiatrist and a social worker) in suc¬ 
cession, as much as possible during the first 
visit, to insure a complete data on the 
survivor which was not only important for 
therapy but for research. 

However, after several months and 
especially in the second year of operation, 
it was noted that there was poor patient 
follow-up. When human rights violations 
continued despite the change in government, 
survivors and their relatives expressed reser¬ 
vations about seeking consultation at the 
clinic for fear of re-arrest or reprisals from 
the military. This became more heightened 
when MAG was labelled as a communist 
front. 

MAG, therefore; assessed its approach and 
noted the following: 31 

(1) Under conditions of continuing repres¬ 
sion where even the physical security of the 
survivors and the health workers were not 
assured, the centre-based approach was not 
very effective since the centre can serve as 
a fixed point for military surveillance or re- 
arrest. It was also deficient in terms of 
gathering comprehensive data on the sur¬ 
vivors and their families since most of them 
were busy with economic concerns and dinic 
visits would deprive them of precious time 

(2) The inflexibility in the patient flow 
meant a delay in the relief of the complaint 
or a delay in satisfying the survivor’s needs. 
The succession of interviews by people, not 
all of whom directly tackle or help resolve 
presenting problem, was physically and men¬ 
tally exhausting as well as may have served 
as a reminder of the survivor’s helplessness 
during the torture experience. 

Thus the approach was modi Tied with the 
following guiding principles. 32 

(1) It must be problem-oriented and 
action-oriented. Immediate attention should 
be given to presenting problem or felt need 
so that relief.of complaint or resolution of 
problem is not delayed. Patient satisfaction 
encourages follow-up or return. 

(2) It must be comprehensive and syste¬ 
matic but flexible The team approach is still 


applicable Hat the liilttitajof 
live information about the survivor nup not 
be done on the first visit. Survivors, however; 
are informed of the need to see the whole 
team for comprehensive assessment, appro¬ 
priate therapies and research. 

(3) It must be individual, family and com¬ 
munity oriented. The primary focus of 
therapy is the torture survivor presenting 
with a problem. Assistance to survivors must 
necessarily include investigations not only 
on the nature of violence inflicted upon 
them—the extent it has left physical, emo¬ 
tional and social scars on the individual— 
but also on their organisational back¬ 
grounds. This is even more evident in the 
case of torture survivors who carry with 
them a very strong political and ideological 
sub-culture. A grasp of the values and 
prescribed ways of coping of this subculture 
is essential in whatever therapeutic method 
is chosen. 

However, given the fact that some of the 
individual’s problems may arise because of 
poor interpersonal relationships in the fami¬ 
ly, involvement of the family members in 
therapy is important in order to work out 
resolutions to the problem. Also, the family 
is usually the main support system to the 
survivor in Philippine society. Moreover, the 
community oftentimes serves as an extension 
of the family. 

A purely individual-oriented approach 
limits the information gathered about the 
survivor and restricts involvement of other 
support systems which are vital in rehabilita¬ 
tion. Follow-up visits to the dinic are main¬ 
tained but in combination with home and 
community visits, where the family and 
community members are more easily inter¬ 
viewed. 

If there is security risk for a patient to 
follow-up at the clinic, alternative methods 
like follow-up at the health professional’s 
private clinic or home visits may be esta¬ 
blished. 

(4) It must assist the survivor to regain in¬ 
dependence and to go back to the main¬ 
stream of life There are many harsh realities 
in life which confront the survivor especially 
in a society undergoing economic and 
political crisis. Although at the early stage 
reminders of the torture experience should- 
bc avoided as much as possible the metho¬ 
dologies should not encourage dependence 
and should not be over-protective to the sur¬ 
vivors. In fact, partidpation of the survivor 
in working out resolutions to the problems 
is in itself therapeutic for a person used 
to joint or collective efforts. For a person 
who had invested his life to the movement 
for social change prior to the torture 
experience, going back to the mainstream 
of society would most likely mean par¬ 
ticipating again in the movement for societal 
change 

(3) It must consider social, political and 
cultural situation of the country The people's 
behaviour is largely influenced if not pro¬ 
duced, by the society in which they live lltuv 





s—including the worsening econo¬ 


mic conditions and continuing repression— 
should be considered. Moreover, it should 
not be forgotten that it is the existing socio¬ 
economic-political system which gave rise to 
the survivor’s problems. 

The patient flow was thus revised. The 
survivor sees the nurse who in turn refers 
him/her to the member of the rehabilitation 
team who can immediately give attention to 
the presenting complaint or felt need, unless 
a life-threatening problem not recognised by 
the survivor is identified. Other team 
members will be seen but with some flexi¬ 
bility in schedule considering both concerns 
of the survivor and the team member. Never¬ 


theless discipline, which is most important 
in daily life, was not compromised for 
flexibility. 

The programme uses various methods, 
usually in their combinations, to assist the 
survivors and promote their physiological 
and psychological well-being: The methods 
used for each survivor varies based on the 
complaints and problems presented by the 
- survivor and those identified by the therapist 
aside from the other important variables like 
political situation, economic factors, family 
and community, and culture and sub-culture. 
The programme also continues with its 
education activities regarding torture among 
the high-risk groups which include members 
and staff of organisations and institutions 
as well as communities involved in the move¬ 
ment for change. Activities of the pro¬ 
gramme include: 

(I) Individual counselling or psycho¬ 
therapy primarily done by a psychologist or 
a psychiatrist but supplemented by the other 
team members. Good rapport and trust bet¬ 
ween the survivor and therapist are most im¬ 
portant especially since information given 
may have security implications. 

At the Medical Action Group Out-Patient 
Clinic only 15 out of 158 torture survivors 
and their relatives (9 per cent) and 37 out 
of300’patients (12 per cent) sought psycho¬ 
logical assistance from January to June 1990 
and July to December 1990, respectively, 
despite harrowing tales of torture.’ 1 This 
may be explained by the fact that individuals 
belonging to this specific client population 
have been steeped in a spartan way of life, 
have strong coping mechanisms and thus 
were not emotionally broken by torture. 
SELDA’s survey showed that 59 per cent of 
100 respondents coped on their own. Some 
simply coped with the assistance of family 
and friends. With the sense of collectivity 
developed in the movement for social 
change, the ‘mga kasama’ (comrades) also 
served as support system. 14 

In fact, feelings of isolation, depression 
and helplessness, even while inside detention, 
are easily overcome when the significant 
others lilac family, friends and ‘mga kasama’ 
show understanding, concern and accep¬ 
tance to the survivor. For the ex-detainees 
interviewed by SELIM, about half of those 
who did not have adjustment problems after 
release declared that it was because of ac- 


However, further studies are necessary to 
investigate the relationships between the 
social stigma Filipinos attach to being under 
psychological treatment and these Endings. 
Psychological help is widely perceived as 
only for the weak or people supposed to be 
crazy or lunatic. Moreover, for the Filipino 
male in a chauvinist society, it is not ‘accep¬ 
table’ to reveal and discuss emotions in 
public, more so, with strangers. 

The building of rapport or trust between 
therapist and survivor had not been much 
of a problem. MAG had earned credibility 
from among those involved in the movement 
for social change because of its track record 
for the defence and promotion on human 
rights, thus the first step for building trust 
between therapist and survivor is there. 
Therapists, who are cither staff, members or 
part of the network ot MAG are easily ac¬ 
cepted by the survivor as they are assured 
that information about them would be 
treated in the strictest confidence and that 
their political decisions would, at the very 
least be understood, if not accepted and 
validated. This however, is a continuing pro¬ 
blem as there are very few health profes¬ 
sionals who can be relied on this and some 
of those who are capable and reliable only 
spend part of their time in the rehabilitation 
work because of financial constraints. 

(2) Group therapy is handled by the 
psychologist and involves several survivors 
who are willing to share their problems and 
views with other people. This is most effec¬ 
tive for those who place high regard for col¬ 
lective discussions, co-operative efforts and 
concerted actions. This provides a venue for 
each participant to relate to one another, 
help solve another person’s problems and 
realise that problems are not limited to one’s 
self. This greatly assists the survivor to 
recover self-confidence and to gel back to 
the mainstream of life. This is used in com¬ 
bination with individual therapy to ensure 
that feelings not expressed in the groups and 
reactions to the group therapy are known 
and acted upon accordingly by the therapist. 

MAG’s experience showed that group 
therapy facilitated improvement in most of 
those who participated. However, for securi¬ 
ty reasons, some torture survivors express¬ 
ed their anxieties and reservations in reveal¬ 
ing highly confidential information to a 
group and a few even rejected group therapy. 
For the latter two, individual therapy may oe 
used or the torture survivors may be en¬ 
couraged to join the group therapy with 
caution—that is, by just revealing informa¬ 
tion they are comfortable to give to a 
group—and this can be complemented with 
individual counselling or therapy. As much 
as possible, group therapy is encouraged as 
it provides the survivor a venue to improve 
relations with others and develop trust, 
outside of the therapist, in preparation to 
going back to mainstream of society. 

(3) Stress Tension Reduction Therapy 
(STRT) consists of breathing and physical 
exercises and manual treatment after detec¬ 
tion of tense musde groups in survivors. The 


technique reduces stress reactions as patients . 
undergo relaxation and helps facilitate group ; 
cohesiveness since some of the exercises are. , 
done in groups. 

An exploratory study on three Filipino 
women subjected to sexual abuse done by A 
Larsen and Lopez showed that the manual 
method of stress reduction produced signifi¬ 
cant relief of both physical and psycho¬ 
logical problems. Moreover, they also sur¬ 
mised the potential of manual stress reduc¬ 
tion therapy for survivors “not suited :to 
psychotherapy” and its inherent non-verbal 
and self-reliant approach to the management 
of stress and tension.it has been noted 
that a few torture survivors who presented 
with muscle tension at the MAG clinic 
benefited from the manual and physical ex¬ 
ercises conducted by the MAG staff who 
learned the technique from Larsen. 

(4) Medical and surgical services are most 
often needed by torture survivors not only 
for the immediate physical or physiological 
effects of torture but due to health problems 
caused by inadequate nutrition and very 
poor detention conditions. In fact, many 
survivors visit the clinic for these problems. 

Special care should be done in assessing 
patients who present with physical symp¬ 
toms. it has been noted that Filipinos have 
a strong tendency to somatise psychological 
stress—a reactive depression-may present as 
bodily pains, headache or malaise instead 
of verbal expressions of sadness, guilt or 
worthlessness.” 

(5) Dental services arc also provided for, 
whether in the detention centres or in the 
clinic. Most of the detainees visited and ex¬ 
detainees seen at the clinic had dental pro¬ 
blems. This is part of the holistic approach 
to rehabilitation of torture survivors. 

(6) Occupational therapy facilitates 
recovery of self-esteem and confidence by 
the survivors. Through activities like writing, 
painting, handicraft-making or carpentry, 
the survivors express their interests, capabili¬ 
ties and even feelings. The activities help 
many realise that they can still be produc¬ 
tive individuals (even if the torturers tried 
to destroy them), help some overcome feel¬ 
ings of helplessness and regain their self¬ 
esteem as they are able to augment the fami¬ 
ly’s finances aside from having an income 
of their own. Financial assistance to start the 
project is given by other concerned groups. 

(7) Home visits and community outreach 
are done to get a more comprehensive back¬ 
ground of the survivors and to solicit fami¬ 
ly and community assistance in rehabilita¬ 
tion. Signs, symptoms and sequelae of 
torture as well as various ways of coping are 
discussed with the family and community. 

(8) Discussions on the nature, objectives 
of and coping mechanisms for the problem 
of torture are also conducted among high- 
risk individuals and groups, which include 
those involved in the struggle for change in 
Philippine society so that they are psycho¬ 
logically prepared if and when torture hap¬ 
pens. This is a stop-gap measure while the 
conditions that breed the occurrence of tor¬ 
ture remain. For the staff of health and 
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human right* organisations and institutions, 
this is an attempt to disseminate informa¬ 
tion on how one can assist a torture survivor 
cope with the torture experience. M 

One big obstacle in the rehabilitation of 
torture survivors is the fact that tonure con¬ 
tinues under the present government. The 
incommunicado status of many political de¬ 
tainees especially during the first days of 
detention when torture occurs, the main 
tenance of secret ‘safehouses’ which serve as 
torture houses by the military and the ar¬ 
bitrary detention rules restricting medical 
visits to torture survivors are problems that 
continue. AIsq the remoteness of commu¬ 
nities where mass arrests and beatings occur 
coupled by the still relatively few people in¬ 
volved in rehabilitation of torture survivors 
are problems that remain to be confronted. 
Those who are willing to assist torture 
survivors experience various ways of harass¬ 
ment by military authorities and personnel 
discouraging some to continue serving 
victims of repression. 

Another big constraint is the limitations 
in financial resources. Because of increasing 
number of survivors, the limited number 
of personnel afforded by the programme 
basically focus on action-oriented activities 
such that research is relegated to the 
periphery. 

CHILDREN’S RfcHABlI IIArtON CENTRE 

Intensified repression launched by the 
Marcos regime led to widespread abuses not 
only of adults but also of children. It was 
for this reason that the Centre for the 
Rehabilitation of Children (CRC) was set up 
to systematically meet the psychological and 
other needs of children-victims of political 
violence in the hope that they can grow up 
to be productive members of the society. 

Children-victims of political violence in¬ 
clude those who are directly tortured or 
whose parents or families ate forcibly 
arrested and detained, executed extrajudicial- 
ly, strhfed or dislocated. Children of human 
rights workers who are harassed and threa¬ 
tened by the rising political tension are 
classified as “potential victims." 59 

Cases seen at CRC in a period of three 
years showed that most were suffering from 
emotional disorders and social mat-adjust¬ 
ments. Symptoms like withdrawal behaviour, 
depression, irritability, sleep disturbances, 
extreme anxieties and fears triggered off by 
specific stimuli such as armed men. loud 
noise and sudden motions were very com¬ 
mon. Socialisation difficulties gave rise to 
school problems even as poverty complicated 
the emotional problems. 90 

The treatment procedure follows a general 
methodological flow with specific objectives 
for the three stages—data gathering and 
diagnosis, treatment, monitoring and evalua¬ 
tion. The specific objectives aim to support 
the long-term objective of assisting the fami¬ 
ly in joining the mainstream of society. 

Assessment and diagnosis of the problems 
of the children is a continuing process 
throughout the entire relationship but it is 
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specially important in the begumlng when 
the child care worker establishes rapport not 
only with the child but with the family as 
well. The holistic view of the child demands 
that assessment be done of the non-verbal 
and verbal actions of the child on the 
emotive, cognitive and bchvioura! levels. The 
co-operation of the family is a necessary in¬ 
gredient in the identification of the child’s 
problems as well as for possible solutions to 
the problem. 

Various therapeutic methods have been 
developed and refined by the CRC through 
the past years. In its treatment method, CRC 
has applied ‘Sikolohiyang Ptlipino’ (Filipino 
psychology) in terms of looking at the pro¬ 
blems I" the children at two levels. The first 
level focuses on the individual needs and 
problems of the child to ensure proper 
physical, emotional, intellectual antisocial 
development while the second level is societal. 
The second focuses on the socio-economic 
and political roots of the children’s problems 
and their consequences on the children's 
rights and welfare." 

In group therapies, the approaches include: 

(1) Intrafamily counsclling--This is ac¬ 
complished during home visits. Possible 
repercussions of certain behaviours of the 
child or the parent are analysed and explain¬ 
ed to assist the family as a unit in respond¬ 
ing to the problem. Family disintegration 
which is a common consequence of war is 
dealt with by the programme so that smooth 
family relations would pave the way for 
faster recovery of the families from the crisis 
situation. 

(2) Interfamily counselling—adults from 
different families get the chance to exchange 
their views on handling problems which they 
may share in common. 

(3) Children's play activities—This method 
provides venues for the children to relate, ex¬ 
press and share with another their experi¬ 
ences so as to be able to cope with them. The 
activities provide the staff with venues for 
natural observation of each child to monitor 
their progress and development. 

Initially on its one-and-a-half years of 
operation, CRC adopted a topic-centred cur¬ 
riculum for group therapy where the children 
were passive recipients in the whole learn¬ 
ing process. There was very little feedback 
elicited from the children. Thus, it was 
modified to become a skills-centred pro¬ 
gramme where the children engage in arts 
and sports activities. The skills-oriented ap¬ 
proach enables the children to develop new 
skills which boosts their self-confidence and 
makes them take a more positive image of 
themselves. Moreover, the activities allow for 
deeper and sustained interaction among the 
children which help them overcome with¬ 
drawal behaviour. It also allows the CRC 
staff to interact with the children con¬ 
tinuously and observe them under various 
conditions. The meaningful relationships 
established through time between and 
among the children and the staff members 
enhance the emotional support system of 
each child and facilitate the opening up of 


native sources of comfort and hopefulness. 
Because of the stress and psychological 
trauma of the children, the programme also 
conducts individual treatment of patients. 
The programme also gives other support ser¬ 
vices to the families of the victims in order 
to unburden them of economic problems 
and thus help them slowly develop seif-reii- 
ance through their inco me -gene rat ing projects. 

Several models regarding psychological 
events that follow a period of trauma like 
the death of a loved one, natural disasters 
and accidents, generally postulate a clear- 
cut period of stability for a discrete and 
short period after the traumaticcvent occurs. 
A study on 25 Filipino children show that 
(here is no discrete, peaceful pre- and post- 
traumatic period—there had been stresses 
suffered by the child long before the actual 
death or disappearance of a parent and the 
stress situation continues after that for 
weeks, months or years. 42 The continuing 
repressive situation giving rise to continu¬ 
ing stressful situations prevent us from using 
such models to label behavioural problems 
of the Filipino children victims of political 
violence 

One specific concern encountered in the 
rehabilitation of children is the withholding 
of information or truth regarding what hap¬ 
pened to the lost parent. There were cases 
where the remaining parent or surrogate 
parent withheld the truth for fear of not be¬ 
ing able to explain the traumatic life situa¬ 
tion in a way understandable to the child. 
This resulted to the denial of one important 
ingredient for a healthy and normal emo¬ 
tional growth of the child—the truth. 

When half-truths about the parents are 
fed to the child, fragmented and distorted 
images of parents are built even as the con¬ 
tinued absence of the parents remain a 
mystery. Sooner or later, the child may ex¬ 
hibit strange behaviour to attract attention. 
Unfortunately, the strange actuations are, 
what the family members will notice such 
that the child’s teal message does not get 
across. 

Experience of the CRC has shown that 
more often than not, information and 
knowledge of the truth helps the children 
cope with stressful life events. With cognitive 
mastery, the children are able to understand 
life situations at their own pace and level 
thus are able to process whatever stressful 
life events come according to this knowledge 
and then cope accordingly. When children 
start confronting problems, then they can 
begin to grow enhanced by the strength of 
support systems. Therapy and rehabilitation 
must therefore strike a balance between, 
strengthening the child and revitalising the 
existing support system's. 45 * 

Justice. Human Rights and 
Rehabilitation Work 

it is evident from our experiences in the 
Philippines that the socio-cuiturai, eco nomi c 
and political context under which torture 
and political violence occurs, must bekfcn- 
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be tdentifk and holistic when dealing with 
the problem. Failure to do this would mean 
a failure to clearly define the problem and 
the realities surrounding it which would 
definitely serve as obstacles in effective 
rehabilitation. 

Development of effective rehabilitation 
approaches and programmes for victims of 
political violence must necessarily continue 
in order to minimise, if not totally eliminate 
horrifying and lasting effects. This should 
be of utmost concern for health profes¬ 
sionals and social workers most especially 
those who have the skills and resources to 


‘hfnMf'cotkwtn.'Tbi'ueer sHaVajr'fiKaaH “politics' 
is in effect to escape from the reality that 
the problem of torture is not purely a 
psychological or medical concern but that 
in Philippine society, it is only a symptom 
of decaying socio-economic-political order 
where the government makes up in repres¬ 
sion what it lacks in legitimate authority. 

The challenge is there for health profes¬ 
sionals, social workers and scientists, and 
students to be involved in human rights ad¬ 
vocacy and the struggle for justice, demo¬ 
cracy and sovereignty in the Philippines. For 
the sake of humanity, the challenge should 
not be left unheeded. 


effectively conduct studies and developmen¬ 
tal work. In the Philippines, research re¬ 
mains very limited because of the activities 
of the rehabilitation programmes remain 
action-oriented, given the increasing number 
of survivors seeking assistance vis-a-vis the 
dearth of professionals involved in rehabili¬ 
tation work. Thus the evaluation of existing 
approaches and techniques as well as the 
development of culture-relevant and specific 
client population-relevant therapies remain 
inadequate. 

Another important concern which some 
may immediately consider as outside the 
purview of rehabilitation work, is obtaining 
justice for the survivor. Justice denied is a 
persistent irritant to the psychological 
wounds of a torture survior. Given this logic, 
the importance of working for justice must 
not and cannot be underrated especially 
since justice has been very elusive in the 
country. Amnesty International stated that 
for perpetrators of torture, the “stiffest 
punishment in practice was discharge from 
military service and that only three officers 
had received this under president Aquino’s 
‘administration’ ”. 44 

The usefulness and significance of inter¬ 
vention after the fact (i e, services to sur¬ 
vivors of torture) is more easily understood 
and not much subject to controversy. But 
there.is one controversial but vital aspect of 
rehabilitation work: prevention. 

The prevention of the occurrence of tor¬ 
ture and political violence is part and parcel 
of human rights work which is also within 
the framework of the progressive movement 
for social change Human rights advocacy 
is vital because psychological and physical 
scars of torture and political violence heal, 
but the scan remain in the hearts and minds 
of torture survivors or reflected in the beam 
and minds of the people. If the society under 
which they live continue to breed, sustain or 
perpetrate human rights violations, rehabi¬ 
litation can never be achieved fully. If human 
rights violations escalate, our society may 
just end up organising mote rehabilitation 
programmes instead of maximising efforts 
and resources for development and improv¬ 
ing the life of humanity. 

Work for the promotion of human rights 
within the framework of the progressive 
movement for meaningful societal change is 
controversial among many health profes- 
ikmais who want to veer away from ‘politicar 
concerns and just concentrate on purely 
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For rffcciive implementation of various schemes the present Governme nt 
had pledged 10 streamline the administration apart from initialing steps 
to make it clean and free from corruption. As a result of decisions taken 
m thu direction, a no* atmosphere could be created for transparent 
governance and clean administration 
I Fconpmic dominance of maria dons done away wkh 

2. Decision taken to constitute Human Rights Commisalon' with 
comprehensive jurisdiction, in place of Miaorify Goouniaaloa'. 

J. Use of unfair means and other undesirable activities in examinations 
conducted by the Madhyarmk Shiksha Panshad, truck a cognizable offence, 
Sttccwi in curbing use of unfair means in the High School and Intermediate 
examinations held in 1992 Examinations conducted peacefully 
4 Decision Uken for selling up of Kbaa Vw krwdra in each village 
paitchayai Tor prompt redressal of farmers’ problems at local level and 
to provide them all facilities it one place 6781 Seva Kendras established 
la the plains. 

3. 29 districts outside ’OpmtJow Flood’ exempted from licence for 
encouraging milk production under new scheme 

fc Mtik trading up to 500 fair capwrity exempted from bcemx Amendment 
m fee rates and simplification of licence renewal procedure 
7. Decision lo allot houses constructed by Development Authorities/ 
Housing Board at (be time when construction readies pbnth level so that 
allottees could keep an eye on construction work. 

I. Decision on house maps made mandatory whhin a stipulated period. 

9 Provision for poor announcement of the construction cost of houses 
tO. "Janpad SUefaU Budha” at district headquarters set up for solving 
the problems of irrigation at district level with advance intimation of dates 
fixed for meetings every month. 

II. ftrmm' ’Na&oop Samltfc' formed m State tubcweil command areas 
to improve the functioning of the tubcwelis in the State and to ensure 
participation of the farmers lor inslUtmg a fading or cooperation in them 

12. Instructions given for making payment of sugarcane price through 
cheques from nod crushing season. Decision taken to extend computerised 
slip system 

13. 10.99,75) undisputed and 1,74.444 disputed cases of succession under 
a special drive disposed of, 

14 Simplification of different laws and rules governing industries Measures 




lauded by Union Government. 

IS Efforts lo eliminate red tape through ’Single Ihblr Service' 

16. Permission to industries to install ‘CapUvr' Power plants and concrete 
measure to provide better infrastructural facilities to them 

17 For the convenience of entrepreneurs provision of filing only four 
returns in place of 18 under the Labour Act. 

18 Wide ranging simplification of procedures foe granting power 
connection 

19. Disposal of mat ten relating to the pay anomalies of the State 
Government employees on recommendation of Sarnia Samiti. Additional 
burden of Rs M crore on State exchequer. About II lakh employees 
bentfiued 

20. Destitute widows with a land holding upto 5 acres fully aemped from 
irrigation fee. 

21 A major change in the procedure of sanctioning scholarships to the 
studems/gtrl students of scheduled castcv backward castes and denotified 
castes Following simplification of procedure, scholarship* sanctioned to 
the studcnts/girl students of such castes from primary to the University 
standard at the level of their tnsthuiions. No application needed for students 
of first to eighth class 

22 Appointment of SC/ST candidates after appointment of every general 
candidate against vacant poets in order lo fill reservation quota of SC/ST 
in selection of the teachers. 

23 Section 16 of the Higher Education Service Commission abolishe d. 
Management can no more male ad hoc appointment*. Ad hochm tooaod oat 
24. Decentralisation of sanction and.dfcbunemem of schoianhipi tksdHll 
*Grwm Hamit In’ at village level itself. 

25 New comprehensive policy for purchasing medicine*. Purchase of 
medicines from both private and pubtk sector units on open trm ^rr (Mis. 
High level commitim constituted for undertaking such pun-hagai 

26. Wide ranging decentralisation of procedure of purchase of mgdktoaa 
Provision of purchave of 80 per cent medicines at district level Psnkm 
according to a prescribed list 

27. Following vigilance inquiry action against 230 ofrkm/dnplof«a. 

28 Extensive simplification af sales tax procedures. 

29 Many facilities io small iradcis by raising the limit or tdfiagggggMBt 
and removing bottlenecks in filing of returns. 


“We must give a thought to our style of working, our efficiency, our conduct and create a new work culture”. 
___ Kalyan Singh, Chief Minister, U.P. 

SB Issued by Information and Public Relations Department, U.P. 
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DISCUSSION 


Popular Culture and Pop Sociology 

K Ravi Srinivas 


THIS is a comment on three articles that ap¬ 
peared in EPW, Annual Number, March 
1991. 

I 

R Srivatsan’s meditations (pp 777-88) 
on Sridevi and her image, her caste, etc, arc 
amusing. Unfortunately I know (not from 
Eco, Foucault et al, but from populanmaga- 
zines) that Sridevi's caste (Naidu) is classified 
as a backward caste in Tamil Nadu. Her 
sister is married to Sanjay Kamaswamy 
(MLA of Virudhunagar constituency and 
son of justice V Kamaswamy). I am afraid 
that neither the viewers of films nor pro- 
ducers/aclresses are conscious of caste when 
it comes to films. Actresses assume different 
names while acting in different language 
films. For example Sudha Rani retains her 
original name while acting in Kannada films 
whereas in Tamil films her name is Shali and 
in Telugu films she is known as Gayathn. 
‘Kodaimazhai’ Vidya is known as Su«ita 
in Malayalam films whereas her name is 
Vidyasri in lamil films. One can give many 
such examples. If one were to try to find out 
their caste from their looks and names it 
would be an attempt in vain. Kushboo, a 
Punjabi Muslim is a very popular film star 
in Tamil Nadu now and started her career 
as a child star in Hindi films. She has acted 
in Telugu films also but now she is more 
popular in Ibmil Nadu. One is reminded of 
popular Hindi film actresses of the yester 
years who were Muslims (Waheeda Rahmah. 
Zeenat Amman, etc). 

How would one analyse Sridevi playing 
the role of Sita. Such a thing is possible as 
actresses like Radha have acted in ‘divine’ 
roles as well as glamorous roles. This is not 
a recent phenomenon either. In the 60s in 
Tkmil films actresses like Jayalalitha and 
K R Vijaya had played both these types of 
roles. One can go back to the 50s and even 
the earlier decade to discuss the roles played 
by Padmini, T R Rajakumari and others. If 
Srivatsan had taken these facts into account 
he would have been able to construct a 
discourse based more on facts than on 
fashionable concepts. The section ‘Stars, 
Subjects’ that describes the subjectifying 
process relies entirely on jargon. It tries to 
provide a one-dimensional picture of the 
whole issue by ignoring the fact that dif¬ 
ferent sections of the people would react and 
do react very differently to the same image. 
The same person may react differently to the 
same image in different contexts. Thus im¬ 
ages are built, modified and demolished and 
rebuilt in more than one way. Sita could be 
constructed in more than one way. What is 


true of Sita is true of Oraupadi, Meera and 
Andal also. 

The television image of Sita could mean 
different things to different people within the 
same family. For an old lady (he TV Sita and 
Ramayan may be much more than entertain¬ 
ment. For a tecnaged admirer of Deepika 
what matters is perhaps Deepika and not 
Sita. For somebody else the TV serial may 
be as good as or as bad as any other mytho¬ 
logical film. It is interesting to note that 
magazines did print ‘obscene’ stills of 
Deepika while the serial was telecast. Were 
the viewers disturbed by such stills? I am not 
sure. 

Hence the construction of the Sita image 
is not a simple process as Srivatsan would 
like us to believe. It is much more complex 
than that. The serial was watched not only 
by Hindus but also by people belonging to 
other faiths. How the Sita image was read/ 
constructed by them needs exploration. 
Ramanand Sagar’s Sita is not the only Sita 
image available. One does hear about Sita 
in religious discourses, songs, literature, 
theatre and films. So how can one speak of 
Sita of the TV serial as ‘the Sita’ as if other 
images never existed before or after. The TV 
icon cannot be and is not constructed in a 
vacuum. It is related to the other existing im¬ 
ages in many ways. How did the TV serial 
differ from the myths and the epics? How 
does the Sita image of the oral/folk/ 
subaltern traditions differ from that of the 
written/high/elite traditions? Do women 
construct their own images of Sita? Should 
we see the TV image as a continuation of 
the mythological of the silver screen which 
have constructed images of ‘Sita’ since the 
1930s. One should also discuss the construc¬ 
tion of Sita in calendar art, paintings, etc 

With regard to Amitabh Bachchan it is 
very easy to invoke the image of the angry 
young man and this is precisely what Srivat¬ 
san has done. Amitabh has played a variety 
of roles and the “angry young man' was ‘con¬ 
structed’ at a point of time. One should ex¬ 
amine whether it could be used as the only 
image. The Amitabh of Zanjeer or Dee war 
is not the Amitabh of Artand. Similarly it 
is easy to categorise Rajnikant just as an ac¬ 
tion hero ignoring the fact that he has played 
very different roles in films like Aarrihrinthu 
Arupadhu Varai, Dharmathin Thelaivan. 

In the name of examining stereotypes 
Srivatsan’s article creates more stereotypes. 
This is all the more evident in his analysis 
of the photographs of the victims of com¬ 
munal riots. Does he think that ail those 
who see these photographs would not care 
to read the news items or would just look 


for the presence or absence of 'burkha’. If 
one were to build a chain of inferences on 
the basis of a published photo as evidenced 
by the work of Srivatsan then one should 
be an intellectual with his ‘sophisticated’ 
theoretical tools or one should'be naive 
enough to believe that the religious identity 
of a dead woman could be deciphered from 
just looking at a photograph. I do not know 
much about Hyderabad but it is a fact that 
not all Muslim women wear burkha in 
Madras. Certainly in offices and other 
public places it would be very difficult to 
know the religious identity of a woman as 
mosi women dress alike. 

What should be questioned are the reduc¬ 
tionist analyses and approaches which tend 
to homogenise perceptions. How can one 
counter the hegemony of the visible if one’s 
analysis attempts to build an one-dimen¬ 
sional picture, that too more in terms of 
mere jargon. Reductionist analyses of this 
sort tend to emphasise the existing stereo¬ 
types rather than exploring how in everyday 
life people perceive and behave in ways that 
challenge the hegemony of a particular 
image or a dominant mode of construction 
of meaning without being overfly visible or 
articulated. 

One can see many small roadside shops 
where icons of deities/pilgrimage centres 
belonging to all religions coexist on the walls. 
Year after year the Nagoor Dharga and the 
church at Velankanni attract people from 
other faiths and religions in thousands. Even 
popular films have titles like Amar, Akbar, 
Antony and Shankar, Salim, Simon. How 
do these represent the ‘other’? Do they 
strengthen existing communal stereotypes or 
do they provide a different picture? Any 
discussion of evolving counter strategies 
should take into account these aspects. One 
wonders to what extent Eco and Foucault 
can help us in this regard. Wc can learn a 
lot from the popular perceptions and prac¬ 
tices if only we are willing to engage in a 
dialogue with the people and understand 
their idioms. 

II 

Theodore Bhaskaran’s article (pp 755-58) 
reveals his biases against film music and 
songs. He writes that film song is written 
and composed irrespective of the filmic con¬ 
text m which it is to appear so that each song 
can be an entertainment by itself and can 
be enjoyed as such. Any person who knows 
even a little about films and songs will find 
this totally unacceptable. It is common 
knowledge that songs are composed and 
written so that they can fit into the film. No 
song is written ignoring the filmic context 
in which it is to appear. Usually the direc¬ 
tor, lyricist and the music director discuss 
this and then deride about the songs. Any 
reader of popular magazines/film magazines 
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knows this. Film song is an exercise in com¬ 
munication that cannot afford to ignore the 
context. That it -an be enjoyed outside the 
filmic context and the film viewing context 
speaks of its success. 

If song sequences pose a problem to 
Bhaskaran then something is basically 
wrong with his definition of cinema. In fact 
his problem is realism in the cinema. But the 
Indian popular film does not pretend to 
operate within the realist mode. Song se¬ 
quences in the popular film expands the 
scope for action beyond the confines of the 
realistic plane. Fantasy, irony and polyphony 
are possible more in the virtual space of the 
song sequences. 

Film songs in fact have a dual existence 
Though they are very much integrated into 
film texts as such and perform the function 
of punctuating significant instances in the 
narrative, they have a life outside the text too. 
The mere absence of songs in a film cannot 
be cited as a major factor for it winning 
critical acclaim. Both Jayakandan and Balu 
Mahendra have used songs in films with 
which they were associated. Jayakandan has 
even composed film songs for films based 
on his works (e g, Oru Nadigai Nutlakam 
Parkirat, Sila Nerangalil Sila Marutharkal 
as well as loi other films Pudut Therivuthu 
Poor 

What would Bhaskaran say about the ex¬ 
cellent melodies of the Ghatak films? Or the 
work of M B Srinivasan who was a left-wing 
trade unionist in the Madras film industry 
and composed music for several south 
Indian films. (He also played the lead role 
in the John Abraham’s Agraharathil 
Katuthai.) 

Film songs have been creatively used in 
films in a variety of ways. The same song 
has been used in the same film to portray 
different moods/emotions like pleasure aftd 
anguish. A song is used to underscore an 
idea, to reinforce a view to explore the 
predicament of a character and to express 
feelings which cannot otherwise be conveyed 
easily in ordinary conversation. Outside the 
filmic context the film song finds a great 
variety of uses. In the ‘good old days' Radio 
Ceylon used to broadcast stories written by 
listeners in which film songs would be used 
extensively. (This practice is being continued 
by some stations in Tamil Nadu even now.) 
People do listen to film songs and listen to 
them again and again for they find meaning 
in it. The meanings and the pleasures pro¬ 
duced while listening to a film song in a 
roadside tea shop or watching a song se¬ 
quence in a Chitrahar or Olyium Olium pro¬ 
gramme on a community TV in a village 
should be taken into account in any serious 
study of popular culture. Tb blame film 
songs for keeping films at the level of 
escapist entertainment is an attempt to deny 
them their place in films and outside. Nothing 
is more escapist than the activities of film 
clubs and intellectuals who would see and 
discuss ‘world cinema’ and do not even 


bother to attempt a serious discussion of 
popular films. 

The article has nothing to say about llaya 
Raja and his achievements. How is it that 
this man from a humble background (unlike 
most of the previous composers he hails 
from a low-ranking caste and a rural area 
of south Iarrul Nadu) has emerged as the No 1 
music director in the south and continues 
to retain this position for more than a 
decade. It should be mentioned in this con¬ 
nection that the musical score for Veedu was 
drawn from one of llaya Raja's cornposilions 
which was released earlier. Balu Mahendra 
had used parts of it. So much for ‘attempts 
to integrate music inlo the film’. 

Ill 

MSS Pandian's article on Parusakthi 
(pp 759-70) raises more questions than it 
answeis. First of all, it is not clear whether 
Parasakthi is a DMK film or a DMK- 
tnspired film. What exactly does Pandian 
mean by a DMK film or a DMK-tnsptred 
film? Arc there any other DMK films/DMK- 
inspired films? If so why is there no men¬ 
tion of them? How should one categories 
other films of the period which talk about 
the past glory of Tamil culture and the Ihniil 
homeland? How should one categorise the 
other films scripted by Karunanidhi who has 
been active for more than four decades now? 
He has written filmscripts in the recent years 
too. Is Vandikkarran Magan (1978) based on 
the story of C N Annadurai a DMK film?. 
How about the films of MGR who was ac¬ 
tively associated with the DMK and who 
used the DMK flag in the emblem of his pro¬ 
duction company, MGR Pictures? Is Nadodi 
Mannan (1959) produced and directed by 
him a DMK film or DMK-inspired film? Is 
Ratha A'<m/ter(l954) produced by National 
Pictures (producers of Parasakthi) based on 
a popular drama, a DMK film or just a film 
inspired by the ideals of the Dravidian move¬ 
ment? Pandian does not seem to be bothered 
about all this. 

DMK was formed in 1949 but it decided 
to contest the elections only in 1956 although 
elections were held in 1952. Parasakthi was 
released in 1952. Between 1949 and 1956 
DMK did not enter electoral politics. 
Pandian in his article does not even bother 
to examine what was DMK’s position on 
electoral politics during 1949-56, particularly 
during 1952. 

No movement or party can operate from 
an Archimedian point outside the society. 
The term 'cultural given’ is so broad and am¬ 
biguous an'd does not distinguish between 
the dominant views and the not so dominant 
ones. Even (he radical ideas advocated by 
the Self Respect Movement could make 
sense to the people because they were more 
in continuation of the philosophy o( the 
Siddhars and other mystics than the elite 
Hindu traditions. Similarly time and again 
instances from ancient Tbrnil literature of the 


Sangam age were cited in support of the 
anti-thali' movement in the self-respect mar¬ 
riages. I am not arguing that one should see 
the early Dravidian movement as an exten¬ 
sion of the late medieval Siddhar tradition 
which was basically a mystical tradition 
though it challenged the elite Hindu tradi¬ 
tions by opposing Brahmin supremacy and 
articulating against idol worship and empty 
rituals. What I want to emphasise is that 
much before the rise of the Dravidian move¬ 
ment similar ideas were prevalent in the 
society. The impact of the social reform 
movements which advocated remarriage, etc, 
and (he writings of persons like Bharathi, 
Vallalar has to be considered. If DMK had 
made a compromise Pandian should have 
provided evidence from its history, and the 
writings of its leaders than merely citing 
Purasakthi as evidence. He should have look¬ 
ed for differences among the leaders and sec¬ 
tions of the party right from its inception. 
Pandian does not engage in any such exer¬ 
cise. What is still worse is that he cites an 
incident in 1971 when he writes about the 
DMK of 1952. 

If accepting religion or faith in religion 
is taken as a sign of regression particularly 
when one writes about a party/movement, 

I wonder what Pandian has to say about 
Narayana Guru, Swami Ramalinga Adigal 
(Vallalar), Vaikunda Swami, Bharathi and 
others who were great reformers yet operating 
very much within the realm of religion. Why 
should one grant such a monopoly of truth 
to atheism? 

Above all Parasakthi is a film. Nowhere 
in his article does Pandian engage in a textual 
analysis. After providing a brief summary 
of the plot events, he moves on to an analysis 
of archival material at great length. His 
brand of sociology completely (and conve¬ 
niently for that matter) ignores questions 
relating to the narrative structure of the film. 
For Pandian, there is no gap between societal 
reality and the textual reality of the film. 
That is why he does not place the film text 
in the history of films and engage in an in- 
tertextual analysis. Such an endeavour would 
immediately lead us to relate the film to 
other significant texts before and after (those 
inspired by Dravidian ideals and others) and 
make us see the big role that conventionality 
finds at the level of the image and sound in 
Parasakthi. Instead of this he takes just one 
film and tries to argue that “it stood as a 
sign of the coming days of a parliamentary 
Dravidian movement" when the DMK was 
not even in the electoral fray. In 1952 DMK 
was still emerging as a party and was seen 
more as a party of atheists and followers of 
E V Ramasamy Naicker than a party which 
wanted to capture power by participating in 
elections, it should be remembered that at 
that time it was hardly three years old. 

[I thank my friend Sundar for reading the. 
first draft of the article and for suggesting 
significant changes and modifications. The 
usual disclaimers are applicable.] 
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When a factory 
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Somewhere tn this complex are MV) |>e< iple making five 
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ABIi’s industrial support systems are at work increasing production and 
productivity to levels unnnagined yet 

hi the West (even in India), plants nin hy ABB s automation systems 
almost entirely eliminate human error 

« r \ \1 sm o """ P ljccs I,s vdst technical resources at India's command 

1 v-^odllLy '.C <X ABB is no stranger to India I he country's more sophisticated substations 

and plants (cement, sugar and steel) have lieen automated by ABB For 
instance. Jay pee Kcwa Cement Ltd deploys thirty process automation 
systems, Tala Five trie Companies Ltd , twelve 

ABB has also supplied forty nine DC drives r> Ballarpur Industries, thirty 
eight to Indian Aluminium While ABB Arc and Induction furnaces serve more 
than 4(H) customers Added to these are industrial steam turbines in sugar mills 
and hundreds of thousands of AC motors found in factories and farms 

evidence that the industrial systems of ABB have a substantial role to 
play, espei ully now, as India propels its industrial might into the egntury that 
follows 
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Most studies of rural energy systems look at either the energy 
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system. A study of the rural energy system in Gujarat 
encompassing these linkages. 1801 
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LETT ER TO EDITOR 


Police Attack on 
Journalists 

THE fact-finding report made by Bangla¬ 
desh Human Rights Commission on the 
Press Club incident on June 21, 1992 
has held the police fully responsible 
for the attack and torture of the jour¬ 
nalists. Bangladesh Human Rights Com¬ 
mission believes that the law-enforcing 
agency has put press freedom under 
attack thereby viiating the constitu¬ 
tional rights as well as internationally 
recognised human rights. The commis¬ 
sion has observed that this barbarous 
behaviour of the police, even under an 
elected government which has been ex¬ 
isting since last year and half, clearly 
demonstrates that Bangladesh is still a 
police state. An extensive survey on the 
incident was conducted by two-m^mbcr 
fact-finding mission composed of justice 
K M Subhan and Akram H Chowdhury, 
the chairman and the secretary-general of 
the commission respectively. 

A dawn to dusk strike was observed on 
June 21 throughout Bangladesh which 
was called by Nirmul Samannaya Com¬ 
mittee (National Co-ordination Commit¬ 
tee for Realisation of the Spirit of the 
Liberation War and Resistance to the 
Killers and Collaborators of 1971). At 
about 5.45 pm when the committee was 
holding a meeting in front of the office 
of Bangladesh Communist Party, two 
cocktails were exploded on the road near 
the House Building Finance Corporation. 
The police force on duty was requested by 
a group of participants to arrest the ter¬ 
rorists but the police did not comply with 
their request. The police instead of 
resisting the miscreants charged on the 
participants. When the police lobbed tear 
gas shells and started arresting several peo¬ 
ple, photo journalists took snaps of those 
actions. At this the police became furious 
and attacked the journalists. Photo jour¬ 
nalist of Daily Al-Amin M Alam was the 
first victim of the police attack and was 
injured seriously. While Humayun Kabir 
Hint, photo journalist of Daily Star was 
trying to take snaps of Alam's torture, he 
also fell prey to police action. Police in¬ 
spector Shahabuddin of Motijheel police 
station rained blows on Hiru’s forehead 
and kicked him to the nearby island of the 
street. The police snatched his camera 
also. When staff reporter of AjkerKagoj 
Gari Abu Bakar was rushing towards na¬ 
tional Press Chib for arranging an ambu¬ 
lance to take Alam to the hospital, a group 
of policemen led by inspector Delwar 
jumped on him and started beating him. 
Witnessing this, the journalists waiting in 


front of the National Press Club came for¬ 
ward but police kept attacking them also 
and entered the National Press Club 
premises. 

According to the eyewitnesses, the 
police raid at the National Press Club and 
its adjoining areas continued for more 
than iwo hours from 6.15 pm to 8.30 pm 
under the direct supervision of patrol 
inspector Shahabuddin Dilip of Motijheel 
police station, officer-in-charge of Ramna 
police station Syed Akhlaq Hussain and 
assistant commissioner of detective 
branch Ruhul Amin. In the meantime, a 
group of injured photo journalists after 
a short demonstration at the Zero Point 
were returning to the Press Chib They met 
Dhaka metropolitan police commissioner 
Mirra Raquibul Huda on their way back. 
The mob apprised him of the facts. But 
he too ordered his men to attack the jour¬ 
nalists. The journalists told the Bangla¬ 
desh Human Rights Commission’s team 
that police snatched away their wallets, 
wristwatches, mini cassette recorders and 
also damaged the motorcycles inside the 
National Press Club Inspector Shahabud¬ 
din and O C Akhlaq along with their men 
unleashed a reign of terror in the National 
Press Club area. The horror left more than 
50 journalists injured, 16 of them were ad¬ 
mitted to the Dhaka Medical College 
Hospital (DMCH) and two of them to 
Holy Crescent Hospital. Nine journalists 
received outdoor treatment from DMCH. 

The government has constituted an 
one-member enquiry commission- 
justice Kazi Shafiuddin of high court divi¬ 
sion of Banladesh Supreme Court—to in¬ 
vestigate the whole matter. In a statement. 


the home minister said that the poUoe 
could not identify the journalists when the 
confrontation took place between the par¬ 
ticipants of the meeting and the police. 
The journalists, in a joint meeting of 
Dhaka Union of Journalists (DUJ) and 
Bangladesh Federal Union of Journalists 
(BFUJ) held on June 23, threatened to 
black out news of home .minister and 
police if the metropolitan police commis¬ 
sioner Mirza Raquibul Huda was not 
withdrawn from his service. 

Bangladesh Human Rights Commis¬ 
sion held the statement of the home 
minister to the parliament as being far 
from the truth. The incident occurred 
before the sunset and went on for more 
than two hours from 6.15 pm to 8.30 pm. 
Besides, Bangladesh Human Rights Com¬ 
mission observed, journalists showing 
their identity cards and camera also came 
under attack. The minister’s statement 
that the journalists could not be identified 
was not based on facta The commission 
felt that the police baton-charge, lobbying 
of tear gas shells, breaking of the motor 
cycles, destroying of National Press Club 
property are criminal offences and sub¬ 
jected to punishment in the eyes of law. 
The police has demonstrated intolerable 
behaviour by attacking the journalists and 
randomly using arms. The commission 
observed that this barbarous behaviour of 
the police clearly demonstrated that 
Bangladesh was still a police state. 

Akhram H Chowdhury 
Secretary General, 

Bangladesh Human Rights Commission, 
Dhaka. 
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Onward, Christian Soldiers 


T HE government of Narasimha Rao can pat itself on 
the back. The era of single digit inflation promised by 
the finance minister time and again has, it is claimed, at last 
arrived. It is a different matter that this particular develop¬ 
ment has had less to do with how prices have behaved in 
recent weeks and months than with their behaviour in the 
comparable period of last year. For it is not that prices have 
not been rising —the wholesale price index registered a 4 per 
cent rise in the first four months of the current financial year 
dll the beginning of August—but that they had gone up ap¬ 
preciably more rapidly in the same period of last year, by 
some 8 per cent. The rise in the wholesale price index had 
touched a peak of 16.7 per cent by the end of August 1991 
and it is only over this sharply elevated base that, on a point- 
to-point comparison, the rate of inflation can be said to have 
been declining recently. On the other hand, on an average 
basis the wholesale price index in the current Financial year 
so far is some 12 per cent above its level in the correspon¬ 
ding period of last year. This is only just below the 12.7 per 
cent rise last year and is very significantly higher than the 
rise of 9.1 per cent the year before, all of which should go 
to show how tenuous the government’s claim of having 
brought inflation under control really is. 

Over the year as a whole, the index of wholesale prices 
had registered an increase of 12.1 per cent in 1990-91 on a 
point-to-point basis, when the rise in the first four months 
of the year had been some 5 per cent compared to the 4 per 
cent recorded in the current year. And in projecting the likely 
trend of prices over the rest of this year, account has to be 
taken of the fact that a number of government decisions are 
imminent which are bound to have a distinct inflationary 
impact. Thus, no doubt so as not to spoil the symbolic feat 
of a single digit inflation rate, the government has been 
putting off, at heavy financial cost to the government-owned 
oil companies and so to the treasury itself, increases in the 
prices of petroleum products. These increases will have to 
be announced sooner than later. Similarly, in the coming 
months the price level must reflect the impact of the raising 
of the prices of fertilisers to contain the budgetary subsidy 
under this head and the increase in the sale prices of 
foodgrains released through the public distribution system 
to compensate for the upward revision of the procurement 
prices of kharif cereals due to be announced any day now. 
Also to be reckoned with is the inflationary impact of the 
government standing by its commitment to introduce so- 
called full convertibility of the rupee on the current account. 
The burden of the song, then, is that the single digit infla¬ 
tion achievement, the outcome of statistical happenstances 
as it is, may still prove short-lived and by the end of the year 
the rise in the wholesale price index on a point-to-point basis 



may slip back into the two digit bracket—and that will be 
over the sharply enhanced base following the inflationary 
spurt last year. 

Under the government’s new economic theology any 
reference to ‘essentials’ and 'non-essentials’ or the poor and 
the not-so-well-off is anathema, for the market recognises 
no such categories. All the same it should not be deemed 
altogether shameful to point out that even as the government 
has gone to town about the tapering off of inflation as 
measured by the wholesale price index, the average level of 
the consumer price index, indicating the actual cost of tiring, 
in the first quarter of this financial year was 14 per cent 
higher than last year, a rise which was in fact higher than 
even the 12.4 per cent increase in the first quarter of 1991-92. 
In the first quarter of 1990-91 the rise in the consumer price 
index had been only 8.1 per cent. And in the week ended 
August 8, when the government was celebrating the drop in 
the inflation rate to 8.7 per cent, the wholesale price index 
for cereals, which absorb most of what the majority of the 
population have available to them to spend, was no less than 
26 per cent higher than its level a year ago. 

But why labour the point? The finance minister has been 
handed his triumph on a platter by the political parties of 
the opposition. As the cost of basic food items has continued 
to soar, as the government has raised the prices of cereals 
sold through the public distribution system not once but 
many times and as every now and then households in dif¬ 
ferent parts of the country—except the capital city, of 
course—have had to go without the minimal supplies 
purported to be made available through the ration shops and 
even as these privations have been heaped on the people at 
a time when the government was simultaneously setting 
about, as a matter of deliberate policy, to induce a recession 
in the economy, causing loss of jobs and incomes across the 
board, the political opposition in the country, which would 
have us believe that it has not the slightest doubt about the 
venality of the economic policies being currently pursued, 
has failed to organise any sort of worthwhile popular riposte. 
If the prime minister and the finance minister have lost any 
sleep at all over inflation it must have been almost entirely 
on account of the fear of being handed adverse report cards 
by the ever-rigilant mentors of 1818 H Street, Washington 
DC. On current political form, then, the government, having 
convinced itself of the success of its policies in containing 
prices, can now proceed to the pending items on its struc¬ 
tural adjustment agenda—in particular the long-threatened 
exit policy to ease workers out of jobs—with not just a dear 
consdence but, what is more to the point, reasonable 
assurance that no untoward political consequences for its 
own survival in office need ensue. 



POLITICS 

Speaker’s Score 

WHATEVER may have been the lofty 
motivations that prompted its enactment 
in 1985, developments since then, involv¬ 
ing interpretation of schedule ten of the 
Constitution, have made it plain that the 
presiding officers of legislatures have 
reduced the anti-defection law to a farce. 
Shivraj Patil’s order of August 12 is very 
much in keeping with this trend. 

There is nothing ambiguous in the facts 
of the present case. On August 7 a 
memorandum was submitted to the 
speaker containing 24 signatures with the 
plea that the signatories be seated in the 
Lok Sabha separately from the rest of the 
Janata Dal, since they had fundamental 
differences with Dal leadership. Of the 24, 
only 20 actually presented thenjselves 
before the speaker, three of the four 
absentees alleging forgery of their 
signatures and one claiming that he had 
been offered lavish inducements. Four of 
the 20—Ajit Singh, Rashid Masood, 
Satpal Singh Yadav and Harpal Panwar— 
had, however, already been expelled from 
the Janata Dal at the end of 1991, a 
development that the speaker had duly 
recognised on January 6 this year. Of the 
remaining 16, another four— Rajnath 
Shonkar Shastri, Ramnihore Rai, Ram 
Awadh and Shiv Sharan Verma—were 
expelled from the Dal on July 20 which 
too the speaker had recognised on 
August 6. Of the remaining 12, four had 
attracted disqualification proceedings 
under schedule ten by defying the party 
whip on July 17. Thus only the remain¬ 
ing eight MPs could be said to have been 
part of the Janata Dal on August 7, the 
day the memorandum was submitted to 
the speaker. 

Instead of a straightforward decision 
based on his own earlier rulings on the 
fust two rounds of expulsions, the speaker 
chose to prevaricate. He posed seven 
queries to the Janata Dal leadership seek¬ 
ing enlightenment. Evidently his doubts 
were not resolved, for his interim order of 
August 12 is a collection of non sequiturs. 
The order asserts that “they [the 
signatories] have not claimed a split”, 
but in the very next breath implicitly 
acknowledges a split by saying that “they 
appear to be claiming to be the original 
party”. Even overlooking its internal in¬ 
consistencies, the speaker’s order clearly 
goes against the facts. The August 7 
memorandum explicitly requests the 
speaker “to recognise us and allocate us 
separate seats in the Lok Sabha. This is 
in consequence of a split in the political 
party and our claims under para 15 of the 
Symbols Order, to be pressed in an ap¬ 
plication before the Election Commission, 


that we are the original partyT 

Ajit Singh cannot be faulted for failing 
to draw the speaker’s attention to the Elec¬ 
tion Commission’s interim order turning 
down his plea for recognition as the real 
Janata Dal or to the Delhi High Court’s 
dismissal of his application challenging 
his expulsion from the party. But the 
speaker can certainly be faulted for 
omitting to take cognisance of these 
developments that are matters of public 
knowledge. At the same time he has 
sought to concern himself with issues that 
patently lie outside his purview. Five of 
his seven questions relate to the rules and 
procedures under which a political party 
expels its members. Expulsions from 
political parties do not fall within the am¬ 
bit of schedule ten and are consequently 
excluded from the sphere of the speaker’s 
jurisdiction. The legality of Ajit Singh’s 
expulsion had already been accepted by the 
Delhi High Court. Besides, in the case of 
K P Unrukrishnan and Kishore Chand 
Deo, who had been expelled from the 
Congress(S), the then attorney general, by 
whose advice the speaker was guided in 
declaring them unattached, had opined 
that with regard to expulsions the party 
leader’s statement is the final guide for the 
speaker under the anti-defection law. By 
insisting that there is no such thing as an 
unattached member Shivraj Paul's August 
12 order goes against not only Balram 
Jakbar’s ruling, but also his own rulings 
on January 6 and August 6. 

Doubtless the speaker is empowered to 
recognise groups or parties for the pur¬ 
pose of functioning in the house but there 
are criteria subject to which alone such 
recognition may be granted. None of these 
criteria is satisfied by the group of 20 
The question of the announcement of a 
distinct programme at the time of the 
general elections or of a minimum 
strength of one-tenth of that of the house 
does not arise at aH. As for separate 
organisation inside and outside the house, 
the latter is non-existent and the former 
is entirely suspect—Abhay Pratap Singh, 
one of the 20, claimed that he and six 
other MPs were going to join the Congress 
while Ajit Singh by his own admission 
does not have a clue as to the future of 
the group. The one stark, incontroverti¬ 
ble fact is that a mere eight of the 20 MPs 
who met the speaker were still members 
of the Janata Dal and since numerically 
they did not add up to a third of the 
Janata Dal’s parliamentary strength they 
are defectors within the meaning of 
schedule ten. By refusing to acknowledge 
this, Shivraj Patil has driven another nail 
into the coffin of the anti-defection law 
which has been the object of manipula¬ 
tion and perversion at every turn. 


TRIPURA 

What Helicopter Surveys 
Don’t Show - 

A correspondent writes: 

EVIDENCE from all over the world shorn 
that famine conditions can be eradicated 
if there is political will to protect the 
entitlements of vulnerable groups. This 
precondition for solving the problem of 
starvation clearly does not exist in Tripura 
today under the Congress(I)-TUJS coali¬ 
tion government. 

On July 27 Santosh Mohan Deb, MP 
from Tripura and minister of state in the 
steel ministry, announced in the Lok 
Sabha that a helicopter survey had found 
no evidence of starvation deaths in 
Tripura. This is not surprising since an 
aerial survey is hardly an effective way of 
assessing ground realities such as the 
death of poor tribals from starvation. 
Hunger and starvation have been stalking 
the inaccessible and hilly tribal areas of 
Tripura, such as Chowmanu, Kanchanpur, 
Gandachcrra, Longtharai, Ganganagar 
and Altharamura, for quite some time On 
the day Santosh Mohan Deb made his 
statement, Uddhab Barman, a CPI(M) 
MP, had informed the Lok Sabha of at 
least 500 starvation deaths and widespread 
starvation-related diseases in Tripura. Old 
people, women and children have been the 
easy targets of starvation and disease 
among the tribal shifting cultivators who 
have to depend on work provided by the 
government during the lean season to 
make both ends meet. Endemic hunger 
and starvation were kept at bay in the hilly 
tribal areas of the state during the earlier 
Left Front rule through employment pro¬ 
grammes during the lean season. Double 
rations used to be provided at conces¬ 
sional rates in tribal areas and there was 
also a scheme for purchasing ‘mesta’ pro¬ 
duced by the tribals at fair prices. 

The situation is very different now. Two 
successive ‘jhum’ crops have failed in the 
hills because of drought. The access to 
food landless ‘jhumias’ has diminished 
further decline due to the virtual break¬ 
down of the rationing system in the in¬ 
terior tribal areas and the rolling back of 
the rural employment programmes. The 
shortage of rationed rice has meant that 
the price of rice in the ojen market has 
sky-rocketed. Tfcking advantage of the 
situation unscrupulous ration shop 
dealers are selling ration rice in the open 
market at high prices with the connivance 
of local political bigwigs and sections of 
the police and the administration. Since 
the government is also no longer buying 
the marketable produce of the jhumias, 
traders, taking advantage of the distress 
of the jhumias, have been buying up the 



tribal** crop* such as mcita, ‘tit* and cot¬ 
ton at throw away prices. A total break¬ 
down of health-care facilities and lack of 
basic amenities like safe drinking water in 
the remote tribal areas have resulted in 
epidemic diseases which cause deaths in 
an already debilitated population. People 
are therefore dying not only of starvation 
but of diseases such as enteric fever and 
malaria. 

In the face of government indifference 
people are falling back on their own 
devices. Their coping strategies have in¬ 
cluded further reduction of food intake 
(already at a low level even in normal 
times), increasing dependence on roots, 
fruits and leaves to augment food intake, 
borrowing money at exorbitant rates, sell¬ 
ing marketable output like til, mesta and 
cotton at rock-bottom prices to private 
traders, disposing of their meagre un¬ 
productive assets and even their tools and 
implements and livestock and, as a last 
resort, selling even their ration cards and 
their children. After all else has failed, 
they migrate, swelling the ranks of the 
urban unemployed in Agartala and small 
district towns. Many of them have been 
forced to move to the adjoining states or 
even to Bangladesh. 

The CP1(M) and the Upajati C.ana- 
mukti Parishad have demanded that the 
affected blocks be declared as famine- 
stricken and food, work, medical relief, 
drinking water and sanitation facilities be 
provided in these areas on a war-footing 
to check the march of death. They have 
also demanded that the sale of food from 
ration shops should be supervised by all¬ 
party committees in an effort to stop the 
hoarding of rationed commodities and 
their sale in the open market. 

BREAST-MILK SUBSTITUTES 

Prescription for Change 

TWELVE years after its adoption by the 
World Health Organisation, the Interna¬ 
tional Code for Marketing of Breast-Milk 
Substitutes will be constituted as law in 
this country by an act of parliament in the 
current session. The bill has been under 
discussion in numerous forums and pre¬ 
dictably has been opposed strongly by the 
pharmaceutical industry, for it affects a 
Rs 720-crore market growing at around 6 
per cent a year. 

The act will ban all advertising and pro¬ 
motion of infant milk substitutes and 
feeding bottles and will provide for 
punishment of offenders. The bill is un¬ 
doubtedly an urgent need, given the large 
body of literature which has accumulated 
relating to infant deaths in poor countries 
attributable to artificial milks and the 
discontinuation of breast-feeding. How- 


ever, no matter how exjMicit thd provisions 
of the bill, what is important is that it 
should be implemented determinedly and 
its implementation systematically moni¬ 
tored. The bill provides for this by em¬ 
powering food inspectors with powers to 
confiscate material meant for advertising 
and promoting infant food substitutes 
(such as free samples, gifts and give-aways, 
etc) and to act against offenders. The bill 
also provides for the processing of com¬ 
plaints received from voluntary bodies. 

'I his machinery, as has been pointed 
out by consumer groups, is hardly ade¬ 
quate to ensure effective implementation. 
These groups have suggested that the 
model ol enft icemen under the Environ¬ 
ment Protection a. t which allows the fil¬ 
ing of complain,s by any person after a 
60-day notice ce incorporated in this case 
as well. However, even the most optimistic 
of health activists will concede that the 
ultimate solution to discouraging the 
devious tactics ot ihe industry is to em¬ 
power target croups with knowledge of 
both the law as well as right feeding 
practices. 

Regardless of the particular mechanism 
adopted, this law has larger implications, 
for the act can never be effectively im¬ 
plemented without concomitant changes 
in other areas. For instance, in order that 
a mother refrain from using infant milk 
substitutes it is necessary that her work 
and living enviionment allows her to have 
the infant with her. In other words, unless 
there is provision for infants to be cared 
for in the work place, a woman is unlikely 
to continue with breast-feeding. It is hard¬ 
ly necessary tc point out that female 
employment is largely in the unorganised 
sector of industry and in agriculture where 
such conditions do not obtain. Nor is it 
possible for the mother, in the absence of 
social security measures, to slay away 
from work for any length of time. It is in¬ 
teresting to recall that the much quoted 
Bhore committee had in 1947 suggested 
state aid to women during maternity so 
that they need not go out to work. 

Secondly, it is obvious that the monitor¬ 
ing ol the act i:; practice would involve the 
monitoring of health and maternity insti¬ 
tutions. This would hardly be possible, 
given the proliferation of private nursing 
homes and hospitals. In order therefore 


to implement the act, the governing * 
needs to institute mechanisms for regt* : 
lating medical practice. This is all thtty; 
more important given the present trend; 
towards the privatisation of government ; 
medicare facilities. 

CASTE ; 

‘Merit’ in Command 

THE Supreme Court and the government 
have for two years now been engaged in 
a leisurely dialogue on the implementa¬ 
tion of the Mandal Commission's recom¬ 
mendations, with the former in no mood 
to provide a ruling without the latter’s 
darincatioh on various matters of detail 
and the latter in.no huny to furnish them. 
But it is not only through protracted pro¬ 
cedural devices at the institutional level 
that arrangements which ensure the con¬ 
tinuance of upper caste privilege are kept 
intact 

Chuni Kotai, a post-graduate student of 
snthiopology at the Vidyasagar Univer¬ 
sity in Midnnpore in West Bengal, this 
month took her own life following per¬ 
sistent harassment and humiliation at the 
hands of a professor who did not tldte 
kindly to the attempts by a girl from 
the backward Lodha community to get 
educated. In his view higher education is 
not for the lower castes. The victim had 
two years ago, against what must have 
been impossible odds, become the first 
graduate from the Lodha community— 
the exemplary potential of which achieve¬ 
ment for the young men and women of 
the community has now been extinguish¬ 
ed by its tragic denouemenL Earlier, com¬ 
plaints to the vice-chancellor of the 
university had led to the institution of an 
inquiry from which no report had 
materialised. Timely action by the univer¬ 
sity authorities may have restrained the 
professor from driving the victim to the 
point of suicide While the lack of such 
action may or may not be linked to caste 
prejudice a caste crime was extended tadt 
protection by whatever the considerations 
that operated. The ways of ‘merit’ often 
pass all understanding. 

At a wider level of prejudice in Orissa 
students have taken recourse to violent 
agitation protesting against the govern¬ 
ment’s derision to raise the reservation for 
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scheduled castes and scheduled tribes. 
Government offices have been ransacked 
and public vehicles have been damaged. 
It was the claim at the time when the 
notification of implementation of the 
Mandal Commission’s recommendations 
was issued that while reservation for 
scheduled castes and tribes was desirable 
and even necessary, it was only reserva¬ 
tion for backward castes that was being 
objected to. Now when the issue involves 
the scheduled castes and tribes precisely, 
the same reflex action of instinctive 
violence in defence of privilege is in 
evidence. It is an established fact that 
quotas set aside for scheduled castes and 
tribes are only haphazardly filled, but to 
date there has been no vandalism on the 
victims’ part to protest against this. 

At a higher level of indifference, the 
National Front and the Left Front, the 
two political formations of significance 
which support reservations for backward 
castes, have been conspicuously lax about 
the issue. There has been none of the sense 
of urgency on the part of even the Janata 
Dal, which has made it the sole plank for 
its survival, about popular mobilisation 
on this issue. TWo years after the notifica¬ 
tion on the Mandal recommendations was 
first made there is little sign that the move 
can be rescued from the entrails of the 
judiciary. Though some faint stirrings 
have recently been visible within parlia¬ 
ment to which there has been some defen¬ 
sive response from the government, it re¬ 
mains to be seen whether this presages a 
somewhat more active pursuit of its party 
programme by the Janata Dal or is merely 
a feeble reaction to recent adverse 
developments within the party. 

BANGLADESH 

Appeasing 

Fundamentalists 

RECENT developments in Bangladesh 
suggest an ominous trend of a reversal ol 
the secular and democratic popular urges 
that led to the emergence of that nation 
state following the 1971 civil war. By all 
indications, Begum Zia’s government is 
acquiescing in the process of reversal. 

The way the government handled the 
agitation over the demand for the trial of 
the Jamaat-e-Islami chief Golam Azam 
is a pointer. One wonders why Azam was 
allowed to enter Bangladesh, to start with, 
even after his known complicity with 
the Pakistani army in the killing of 
Bangladeshis during the 1971 civil war. 
The Jamaat, equally notorious for col¬ 
laboration with the Pak troops in those 
days, has not only been allowed to func¬ 
tion as a political party, but also to elect 


Azam as its chief recently, which sparked 
off the mass agitation demanding his trial 
as a war criminal. A popular court fgana- 
adalat’) which was formed in the course 
of the agitation sentenced Azam to death. 
Begum Zia’s government promptly in¬ 
stituted cases against 24 political activists 
who sponsored the ‘gana-adalat’. Only 
after violent demonstrations and sustain¬ 
ed boycott of parliament by the opposi¬ 
tion, the government was forced to agree 
to holding a trial of Azam and withdraw¬ 
ing the cases against the 24 sponsors of 
the ‘gana-adalat’. 

Soon after this rumpus over Golam 
Azam, a strike paralysed Dhaka and other 
towns in Bangladesh on August IS. It 
marked the observance of the 17th death 
anniversary of Sheikh Mujibur Rahman 
who was killed by a group of army 
officers on that day in 1975. The strike 
was called by the main Opposition, 
Awami League, which demanded the ar¬ 
rest and trial of the self-proclaimed killer 
of Mujib—Faruq Rahman who, again, 
has been allowed by the government 
not only to come back to Bangladesh 
(from his self-imposed exile abroad) 
but also to form a political party to 
legitimise his status. The Awami League 
wants the government to repeal an indem¬ 
nity ordinance—passed after Mujib’s 
assassination—that prevents the trial of 
Mujib’s killers. 

The government’s conciliatory ap¬ 
proach to the Islamic fundamentalists and 
others of their ilk is encouraging them to 
mount attacks on the leftist and secular 
leaders of Bangladesh. On July 31, they 
killed Ratan Sen, president of the Khulna 
branch of the Communist Party of 
Bangladesh. A veteran communist who 
was active in the ‘Ibbhaga’ movement of 
the peasantry in the pre-partition days, 
Sen also fought in the 1971 liberation war 
that led to the emergence of Bangladesh. 
The next target of the Islamic fundamen¬ 
talists was Rashed Khan Menon, the lone 
parliament member of the left-wing 
Workers' F’arty, which was a component 
of the five-party alliance that spearheaded 
the agitation along with Begum Khaleda 
Zia’s Bangladesh Nationalist Party and 
the Awanu League, and forced General 
Ershad to step down in December 1990. 
Menon, who was shot at on August 18, 
is fighting for his life in a Dhaka hospital. 

Khaleda Zia’s government has to de¬ 
pend on Jamaat-e-lslami support to 
sustain itself, which explains its policy of 
appeasing the communal forces in 
Bangladesh. It is a leaf taken out of the 
book of the Narasimha Rao government 
which has to appease the Hindu com 
munal elements in India in order to retain 
support from the BJP. 


. . '.'.....I- M M . . nJ W. 

TWENTY YEARS AGO 

EPW, August 19. 1972 . 

The Indian Coalfields Committee of 1946 
made a very pertinent observation about the 
coal mining industry in India. According to 
it. even though coal was one of the oldest 
industries in the country, coal mining had 
not developed any tradition of scientific min¬ 
ing and market fluctuations in the demand 
for coal were met either by slaughter ex¬ 
ploitation of mines when the demand was 
high or equally by cruel exploitation of mine 
workers when the demand was low. The 
situation has not changed very much since 

Apart from the non-implementation of 
Wage Board award, (here are certain per¬ 
nicious features of the mining industry which 
have'not attracted sufficient public notice.... 
The Contract Labour (Regulation and Aboli¬ 
tion) Act 1970 has also not made any dif¬ 
ference to the situation, as the act does not 
abolish contract labour but only provides for 
registration and licensing—as if labour were 
a commodity to be traded between employers 
and contractors who ate licensed for this 
purpose! 

The Coalfields Recruitment Organisation, 
popularly known as CRO, is a private 
organisation of employers for the regular 
supply of labour to the coalfields... The 
sordid truth is that the CRO is a slave labour 
camp no different from the Ceylon labour 
camps or the recruitment camps' for Fiji 
Islands which acquired notoriety in the 
pre-independence days and even immediately 
after independence. Labour is to be recruit¬ 
ed. lodged in a hostel and escorted! All these 
are based on contracts between the CRO and 
a government of India organisation! 

• • • 

In the name of augmenting supplies in the 
market, and thereby restraining the forces of 
inflation, the Food Corporation of India had 
been pursuing quite an extraordinary policy 
for the past two yean. Beginning with 1949, 
in lean season, food grain prices would go 
up but the offtake from the public distribu¬ 
tion system would not; the consequence was 
a steady accretion of stocks in the godowns 
of the corporation. Prices soared, procure¬ 
ment—at least of wheat—proceeded accor¬ 
ding to plan, but the stocks could not be 
disposed of because issues from (he ration 
and fair price shops would not rise. 

The reason for the slow offtake from the 
public distribution system was obvious, 
namely, the high issue price which kept the 
bulk of the poorer consumers away... Tb 
get rid of excess stocks, the corporation, 
sometime around 1970, hit upon the brilliant 
idea of organising open market sales... The 
implications of the Food Corporation’! open 
market activities escaped the understanding 
of all good men, including the decision¬ 
making politicians. Naturally, the stocks 
which the Corporation used to unload at the 
sales centres were taken up by traders and 
merchants— Having paid a certain price 
for the grain, the me rebates were naturally 
interested in selling it at still higher prices 
so as to ensure a neat margin for themselves. 
Besides, it was naively to have assumed that 
whatever the Corporation sold automatically 
arrived at the market_There is absolute¬ 

ly no empirical evidence of prices ever dedin¬ 
ing in locations where such open market sales 
were experimented with. 
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Record Kharif Oilseeds Crop in 
Offing 


■V , ) . ' ■ , ' '.. . ■ i i -- 


D P Sharma 

BOUNTIFUL rains after about the mid¬ 
dle of July covering all the oilseeds grow¬ 
ing areas in the country have completely 
transformed the edible oils scenario. The 
worrisome prospect of a possible setback 
in kharif oilseeds output because of late 
and poor rainfall at the commencement 
of the sowing season followed by a pro¬ 
longed dry spell has given way to the 
reassuring prospect of bumper crops 
which, taken together, could set a new 
record if the weather obliges the farming 
community during September with two 
timely rains and sunshine in between. 

Most observers closely watching the 
progress of crops are of the view that, on 
current reckoning, all the three major 
kharif oilseeds—groundnut, soybean and 
sunflower—are almost certain to register 
marked improvement over their perfor¬ 
mance in the 1991-92 season (November- 
October). The moisture content in the soil 
is believed to be sufficient to ensure 
satisfactory progress of the kharif crops. 
Unless weather conditions turn altogether 
adverse, Saurashtra—the groundnut 
bowl—expects to harvest a crop of 17-18 
lakh tonnes (in shell) against the last 
harvest of only 7 lakh tonnes. The crop 
could turn out to be still higher, around 
21-22 lakh tonnes, if weather remains 
favourable till harvest time. 

While it is too early to make a mean¬ 
ingful assessment, the all-India ground¬ 
nut crop is currently reckoned to yield 
around 64 lakh tonnes against 48 lakh 
tonnes in 1991-92. The soybean crop is 
estimated around 30 lakh'tonnes (against 
23.7 lakh tonnes) and the kharif share of 
the perennial sunflower crop is placed 
around 9-10 lakh tonnes (against 5 lakh 
tohnes). 

Optimistic assessment of kharif pro¬ 
spects has already made a profound im¬ 
pact on the general market psychology 
and the behaviour of edible oil prices. 
Inquiries with the trade indicate that 
none of the major consuming centres is 
experiencing any shortage of oil in 
the open market. Encouraged by the 
meteorological department’s forecast of 
a below-normal monsoon, all those who, 
despite financial stringency, had been 
holding on to their stocks in the hope of 
realising higher prices during the period 
of lean supply and increased festival de¬ 


mand have had their calculations upset by 
the improved supply prospect. Hoarded 
stocks are being brought to the market as 
new crop supply will become available 
after September and the flow of arrivals 
will gather momentum after Oiwali. 
Trading sentiment has also been affected 
to some extent’ by reports that thefirst 
shipment of edible oil under the US food 
aid programme to be auctioned in the 
open market will be arriving before the 
end of September. Edible oil prices have 
come down by 4.5 per cent to 9.5 per cent 
over the past few weeks and, compared 
with the prices a year ago, they are lower 
by 6 per cent to 14 per cent, depending 
on the oil (for details see the accompany¬ 
ing table). An interesting aspect of price 
movements is the gradual narrowing down 
of the spread between different edible oils. 
Groundnut oil has virtually ceased to be 
the premium oil it once was. Other edi¬ 
ble oils have gained wider consumer ac¬ 
ceptance. Blending of oils has helped to 
tone down regional preferences for 
specific oils and contributed to a better 
balance between supply and demand at 
the national level. 

The recent decline in edible oil prices 
acquires added significance as it has 
occurred during the lean supply period 
and when demand is known to pick up 
because of the festival season. Festival 
demand has been on the rather low side 
this time. Apart from the impact of in¬ 
flationary pressures on the household 
budget it is difficult to find any convinc¬ 
ing explanation for a decline in consumer 
offtake. The apparent slack in festival de- 


THE MARKETS 

mand could well be on trade account ow> 
ing to the perceptible change in market exv 
pectations.'Be that as it may, it needs to 
be noted that edible oils constitute about 
the only essential item of daily consump¬ 
tion which costs less today than it did a 
year ago. Viewed in the context of the 
overall inflationary environment, it would 
imply comfortable supply vis-a-vis effec¬ 
tive demand. 

If weather conditions during September 
are really congenial one could look for¬ 
ward to a record kharif oilseeds produc¬ 
tion. And if rabi oilseeds production 
maintains its recent growth pattern, which 
seems quite likely because of the 
breakthrough in rape-mustard seeds pro¬ 
duction as also in sunflowerseed 
output—these crops are less dependent on 
the vagaries of the weather—oilseeds pro¬ 
duction in 1992-93 will set an altogether 
new record. 

Official estimates had reckoned the edi¬ 
ble oil deficit during the 1991-92 season 
at 6-7 lakh tonnes on the basis of per 
capita consumption of 6.5-7 k(t a year. 
One need not be surprised if the increase 
in indigenous edible oils supply during 
1992-93 exceeds the 1991-92 supply by over 
10 lakh tonnes. That apart, the govern¬ 
ment has recently signed a memorandum 
of understanding with Malaysia to import 
three lakh tonnes of palm oil a year for 
the next two years. The increase in total 
availability of edible oils as a result of 
the projected import on top of record 
domestic supply might necessitate fresh 
thinking on management of the prospec¬ 
tive supply. It would be useful to be ready 
with various policy options to deal with 
the emerging situation. Steering clear of 
pressures from vested interests has always 
posed a formidable challenge. Reconcil¬ 
ing conflicting interests of trade, industry, 
growers and consumers raises many 
ticklish issues. 


Table: Important Changes in Edible Oil Prices 

(Rs per 10 kg, Bombay) 



3-1-1992 

28-7-92 

20-8-92 

Year 

Ago 

Perccn- Percen¬ 
tage Fall tage Fall 
from from 

3-1-92 28-7-92 

Percen¬ 
tage 
change 
over the 
Year 

Groundnut oil 

380 

357 

339 

364 

10.8 

-5.0 

- 6.9 

Sesame oil 

335 

320 

305 

320 

- 8.9 

-4.7 

- 4.7 

Kardi oil 

420 

380 

370 

390 

-11.9 

-2,6 

- 5.1 

Ricebran oil (edible grade) 

264 

268 

243 

271 

- 7.9 

-9.3 

-10.3 

Sunflower oil 

315 

320 

300 

338 

- 4.8 

-6.3 

* — 11.2 

Refined soybean oil 

327 

315 

285 

330 

-12.8 

-9.5 

-13.6 

Refined rapeseed oil 

328 

302 

276 

323 

-15.8 

-8.6 

-14.5 

Refined cottonseed oil 

332 

325 

303 

343 

- 8.7 

-6.8 

-11.7 
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STATISTICS 


Index Number* of Wholesale Prices 
(1981-82 - 100) 

All Commodities 
Primary Article 
Food Article 
Non-food Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 


Vuiatkm (per cent) 


Latest 
Weight Week 

25-7-92 
100.0 224.9 

32.3 237.1 

17.4 274.7 

10.1 231.0 

10.7 214.1 

57.0 220.0 


Over 

Match 

In. 

fat 

In 

In 

1992 

91-92** 

90-91 

89-90 

88-19 

34 

13.6 

104 

74 

74 

54 

184 

134) 

22 

44 

7.8 

204 

llJL 

14 

9.9 

14 

184 

174) 

3.6 

-1.7 

04 

134 

124 

3.6 

54 

27 

114 

8.4 

114 

M 


Coat of Living Index 


Industrial Workers 

Urban Non-Manual Employees 

Agricultural Labourers 


Money and Banking 


Money Supply (Mj) 


Base Month 
1992 

1982 - 100 236* 

1984-85 - 100 195 5 

July 60 to 1058 3 
June 61 - 100 


Variation 

Over 

March I 
1991 199 


Variation 


In 

In 

In 

In 

1991-92 

1990-91 

89-90 

83-89 

134 

114 

64 

9.1 

134 

11.0 

6.9 

84 

194 

74 

34 

11.4 


cent in brackets) 


Week 

(24-7-92) 
Rs crorc 347,654 


Net Bank Credit to Government Sector Rs crorc 1,69498 

Bank Credit to Commercial Sector Rs crorc 2,00.518 

Net Foreign Each Assets of Banking Sector Rs crore 20,965 

Deposits of Scheduled Commercial Banks Rs crore 2,45,469 


Foreign Exchange .Assets 

Index Numbers of Industrial 
Production 

(1980-81 - 100) 

General Index 

Mining and Quarrying 

Manufacturing 

Electricity 

Basic Industries 

Capital Goods Industries 

Intermediate Goods Industries 

Consumer Goods Industries 

Durable Goods 

Non-Durable Goods 

Foreign TVade 


Rs crore 17405 


Over 

Last 

Over 

Last 

Over 

March 31, 

In 

In 

In 

In 

Month 

Tfear 

1992 

91-92 

90-91 

89-90 

88-89 

4427 

58,432 

22470 

49460 

36442 

37,866 

30477 

(14) 

(20.9) 

(74) 

(184) 

03-7) 

09.6) 

09.0) 

4,713 

15,737 

11404 

24489 

21,477 

19,631 

12771 

960 

29,187 

M53 

24473 

14.832 

23.184 

21486 

589 

14.092 

1,438 

10,098 

1419 

85 

1,033 

4473 

42660 

14,711 

37416 

25483 

26409 

22405 

(1.8) 

(21.0) 

«L4) 

09.7) 

034) 

09.1) 

(18.7) 

2045 

14409 

2927 

9.017 

-1.710 

-600 

-830 

034) 

(447.7) 

(20.1) 

(2254) 

(-300) 

(-94) 

(-114) 


Latest 

Month 

Averaj 

ces for 

(Mar 92) 

1991-92 

1990-91 

279.7 

2125 

2124 

302.0 

223.1 

2214 

276.5 

204.4 

208.0 

278.7 

256.5 

236.8 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

Latest 

Cumulative for* 

Month 




Variation i 


In 

1991-92 

- 0.1 

0.9 

-1.7 

84 

44 

21.9 
5.6 

NA 

10.9 
54 


In 

1990-91 

8.4 
44 

9.1 

7.8 

5.4 
22.4 

4.3 

6.3 
1.7 

7.5 


In 

1989-90 

8.6 

64 

8.6 

104 

9.9 

7.0 

11.5 

44 

120 

24 


In 

1988-89 

8.7 

7.9 

8.7 

9.5 

5.6 

15.9 

4.8 
64 

7.8 
34 


In 

1987-88 

74 

3.8 

7.9 
7.7 
94 
184 
4.4 
7.1 

18.9 

4.9 


Balance of TVade 

Employment Exchange Statistics 


Number of Applicants on Live Register 
as at end of FVriod 
Number of Registrations 
Number of Vacancies Notified 
Number of Placements 
Income 

Gross Domestic Product (current prices) 
Gross Domestic Product (1980-81 prices) 
Per Capita Income (1980-81 prices) 



(May 92) 

1992-93 

1991-92 

1991-92 

1990-91 

1989-S0 

im-w 

1987-88 

Rs crore 

3,701 

7,663 

5,712 

43,978 

32453 

27,631 

ayx 

15,674 





(35.1) 

(17.6) 

(36.8) 

(2P.I) 

(25.9) 

Rs crore 

5402 

10,378 

6,309 

47413 

43,193 

35,416 

28435 

22444 





(10.7) 

(220) 

(25.4) 

(26.9) 

00.7) 

Rs crore 

-1,501 

-2,715 

597 

-3,835 

-10,640 

-7,735 

-8,003 

-6470 

Unit 

Latest 

Cumulative for* 







Month 



In 

In 

In 

In 

in 


March 92 

1992 

1991 

1991 

1990 

1989 

1988 

1987 

Thousand 

36,552 

36,552 

34,890 

36400 

32776 

30,050 

301247 

30,131 

Thousand 

369 

1454 

1,413 

6458 

6,576 

5,963 

5465 

5433 

Thousand 

38 

105 

114 

460 

600 

543 

621 

m 

Thousand 

26 

67 

62 

254 

289 

329 

360 

351 

Unit 

1990-91 

1989-90 

1968-89 

1987-88 

1986-87 

1985-86 

1984-85 

198344 

Rs crore 

4,72,599 

4,01,569 

3,51,724 

294466 

259,055 

243,476* 208477 1,868,723 

Rs crore 

2,10,477 

1,99,329 

1,87.725 

1,70,041 

142711 

1,56,600 

140,469 

1,44465 

Rupees 

2427 

2148 

2,078 

1403 

1466 

1,842 

1,811 

1,787 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. + Upto latest month for which data are available. NA- Not available. 

+ + Provisional data. C Quick estimates. 

Soles: (I) Superscript numeral denotes month to which figure relates, e g. superscript 1 indicates that the figure is for January sad so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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Corporate Democracy in Action 


Jairaj Kapadia 

IT was a couple of years ago that one first 
heard of the term corporate democracy. Thai 
was in connection with the Reliance bid for 
control of Larsen and Toubro. Because of 
that, though laudable, the term had looked 
quite as a coinage of convenience. But cor¬ 
porate democracy has now come into play 
in companies in respect of their rights issues 
of share capital. 

Freedom is now allowed to companies not 
only to propose rights issues of share capital, 
but also to fix the rates of premium on the 
proposed issues. Until now the premium 
amounts were decided by the Controller of 
Capital Issues. But with the abolition of the 
CCI’s office, companies are now left free to 
fix the rates of premium themselves. While 
this is one side to corporate democracy, there 
is also the other side that makes the prac¬ 
tice all the morf meaningful. 


This concerns the shareholders of com¬ 
panies whose approval is necessary for pro¬ 
posals of rights issue. Since the companies 
making rights issues are in business already 
and earning profits and paying dividends to 
the shareholders, they propose the issues 
naturally at some premium on ousting 
shares. But while corporate managements 
propose the issues, it is shareholders who 
dispose them. And in the case of many a 
company the shareholders have passed 
resolutions approving of the issues at general 
body meetings at rates of premium lower 
than what the managements have suggested. 

As corporate democracy is thus translated 
by the shareholders into actual practice; this 
started appropriately with the biggest com¬ 
pany, TISCO, in whose case the shareholders 
succeeded in demanding a reduction in the 
rate of premium from Rs 90 per share as was 


Thf Work's Companies (R S lakh) 


financial Indicators 

India Cements 

March March 

IW 1991 

HAM 

March 

1942 

India 

Man h 

mi 

Kohil Pulp and Paper 
March Match 

1992 1991 

lncome/e\penses/profits 







Net sales 

34202 

22310 

11374 

8773 

5049 

3942 

Olhei income 

2329 

181 

499 

574 

47 

35 

Raw materials consumed 

4029 

2695 

6554 

5013 

2165 

1515 

Power and fuel 

10409 

7406 

272 

232 

717 

518 

Other manufacturing expenses 

1246 

948 

205 

165 

235 

225 

Labour cost 

2363 

1773 

909 

731 

2*2V 

232 

Other expenses 

10429 

453/ 

1282 

1413 

1104 

753 

Operating profits 

8051 

5091 

2651 

1792 

575 

733 

Interest charges 

3907 

1900 

592 

474 

141 

94 

Gross protits 

4144 

3191 

2059 

1318 

434 

639 

Depreciation 

2206 

1288 

278 

275 

198 

146 

Profits before tax 

1938 

1903 

1781 

1043 

236 

493 

Thx provision 

7 

1 

900 

535 

95 

185 

Profits after tax 

1931 

1902 

881 

508 

141 

308 

Dividends 

Uabilities/asscts 

400 

219 

160 

128 

40 

40 

Paid up capita! 

1599 

1599 

639 

639 

160 

160 

Reserves and surplus 

5658 

4126 

2574 

1852 

ton 

909 

Long term loans 

18191 

16624 

1285 

1178 

1065 

767 

Short term loans 

.6133 

5131 

2728 

1852 

466 

•497 

Other liabilities 

6160 

4703 

1952 

1957 

925 

684 

Gross fixed assets 

36436 

31813 

4435 

3748 

2817 

2484 

Accumulated depreciation 

9366 

7118 

2309 

2099 

1021 

824 

Inventories 

5727 

5897 

2980 

2427 

949 

817 

Of which finished goods 

1688 

1789 

1356 

828 

174 

145 

Receivables 

2513 

1585 

3195 

2799 

641 

321 

Loans and advances 

2647 

1626 

1016 

738 

* 195 

108 

Cash and bank balances 

1141 

972 

86 

95 

37 

104 

Investments 

61 

57 

23 

20 

8 

8 

Other assets 

903 

162 





Total liabilities/assets 

Key financial ratios 

39666 

34291 

9426 

7730 

3627 

3018 

Turnover ratio 

0.86 

0.65 

1.21 

1 . 1.1 

1.39 

1.31 

Return on tales <V«) 

12.12 

14.30 

18.10 

15.02 

8.60 

16 21 

Return on investment (^*) 

I0.4S 

9.31 

21.84 

17.05 

11.97 

21 17 

Return on equity 

21.03 

24.28 

27.42 

21.48 

12.04 

28 8! 

Earning per share 

12.08 

11.90 

13.79 

7.95 

8.83 

19.27 

Dividend (*) 

25 

25 

25 

10 

25 

25 

Book value per share (Rs) 

45.40 

35.81 

50.38 

38.98 

73.17 

66.84 

Current market price 

180 

_ 

450 


165 


P/E* ratio 

14.90 

— 

32.63 

_ 

18.69 




proposed by the management to Rs 70 per 
share 

Addressing a seminar on 'Free Market 
Pricing of Securities’ in Madras on August 
17, the chairman of the Industrial Credit and 
Investment Corporation of India, N Vagul, 
warned, however, against any *ad hoc’ or ‘ar¬ 
bitrary’ pricing of primary capital issues by 
new companies under the new liberalised 
regime as that would only bring regulations 
back again. Vagul sounded the warning in 
reference to players in the capital market ser¬ 
ving their own interests. He cautioned that 
players should act with a sense of respon¬ 
sibility and discipline exercising a certain 
degree of restraint in fixing the rates of 
premium on primary capital issues for the 
free pricing mechanism to succeed. He 
mentioned in this respect that a tremendous 
amount of responsibility rested upon mer ; 
chant bankers to the new issues. 

Due to intense competition between them, 
he observed, merchant bankers were vying 
with one another in coming out with ‘best 
offers’ and ‘high tempting margins’ in the 
fixing of the rates of premium, leading in 
the process to even suppression of informa¬ 
tion to investors. “Very often projections 
were tailored to meet certain requirements!’’ 
Vagul declared, adding that this was to the 
detriment of interests of investors. 

A big merchant banker himself as chair¬ 
man of the ICICI, Vagul was sounding cau¬ 
tion for all merchant bankers. 

« * * 

India Cements and Rohit Pulp and Piper 
Mills belong to industries which have come 
under the new dispensation of price deregu¬ 
lation and influence of free market forces. 
Together with BASF India, they make up the 
three companies in review here. It is this third 
company, however, that has reported solid 
progress for the year ended March 31, 1992, 
while the first (wo have shown quite opposite 
results. Of the two, India Cements has fared 
far better. Is it because free pricing is still 
relatively new in cement, whereas in paper 
market forces have come into play already 
after price deregulation? Could it be that ce¬ 
ment as an industrial commodity has an 
edge over paper of commercial use? For the 
answers, a detailed analysis of the two in¬ 
dustries will be required for which the scope 
does not lie here. 

INDIA CEMENTS 

Fruits of Decontrol 

Against a 44 per cent rise in cement pro¬ 
duction from 15.57 lakh tonnes to 22.44 lakh 
tonnes, India Cements recorded a 48 per cent 
increase in quantity of cement sold from 
15.38 lakh tonnes to 22.72 lakh tonnes. It 
ran down stocks on hand. All this thanks 
to the free market in cement. Increase in pro- 
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duction followed the stable running of the 
modernised plant at Sankarnagar and the 
availability of the Chilamakur plant for the 
full year. Profits grew with sales, but the 
growth contracted in gross profit after in¬ 
terest, and was all but eroded in net profit 
after provisions for depreciation and a small 
amount as tax relating to prior years. As a 
result, the financial ratios did not show a 
symmetrical rise. 

This is perhaps because the company is 
diversifying also into shipping and real 
estate, the income from which businesses is 
still to accrue while they have brought about 
capital investment and stretched the com¬ 
pany financially. After the conversion of 
debentures during 1990-91, the company 
made in May 1992 a further issue of rights 
equity shares, while it privately placed in 
April 1992 non-convertible debentures of an 
amount of Rs 10 crore with the investment 
institutions. Though borrowings are more by 
way of term loans, the interest amount is in* 
creasing, while with the equity issued in con¬ 
version of debentures, the rate of dividend 
could be maintained with the pay-out in¬ 
creasing from Rs 219 lakh to Rs 400 lakh. 

Benefits from the new businesses are ex¬ 
pected lo be on hand this year, while after 
lime chartering of vessels, the company has 
also acquired two bulk carriers. As at the 
close of 19V1 92, there were unfinished 
voyages as assets of an amount of Rs 546 
lakh and real estate projects in progress of 
a value ot Rs 143 lakh. Besides, deferred 
revenue expenditure stood at Rs 215 lakh. 
These balance against the borrowings on the 
liabilities side which on account of the ship¬ 
ping division alone amount to Rs 2,811 lakh. 
Besides, the company has acquired through 
the BIFR contiolling interest m Industrial 
Chemicals and Monomers located adjacent 
to the Sankarnagar cement plant and hopes 
to turn around this sick unit in the near 
future, while it is transfemng the foundry 
division to its subsidiary, SCI, Foundries, to 
assume independent corporate existence 

BASF INDIA 

All-Round Growth 

BASF India’s etcdknt results are reflected 
also in favourable financial ratios and par¬ 
ticularly in the earnings per share recording 
a substantial improvement from Rs 7.95 to 
Rs 13.79. Ibgcther with increased dividend, 
the company has also announced a 1:2 
bonus issue; while its financial strength was 
underscored by a PI + rating awarded by 
CRIS1L for an issue of commercial paper 
worth Rs 630 lakh it made during 1991-92. 
The directors stress in their report that pro¬ 
fit after tax, recording an increase of 73 per 
cent, was at an aU-4ime high. All of the 
businesses, agrochemicals, leather chemicals 
Mid colours and dispersions, registered 
significant increases in turnover and profits. 

Chemicals business performed satisfac¬ 
torily despite the curbs on imports and 
finance introduced by the government in 


1991. The plastics and fibre intermediates 
business however registered only a marginal 
increase in tumovci and profits as compared 
to the previous year. Exports showed a 
substantial increase from Rs 832.30 lakh to 
Rs 1,649.30 lakh and comprised Rs 1,313.10 
lakh exports to hard currency areas. Non- 
convertible debentures aggregating to Rs 300 
lakh were privately placed with the Unit 
Thist of India during the year and Rs 150 
lakh worth issued to the UTI and falling due 
for redemption on March 13,1993 are being 
extended in maturity by seven years in order 
to conserve resources for working capital 
requirements. 

ROHIT PULP AND PAPER 

Consumer Resistance 

One sees in the directors’ report and the 
speech of the chairman, J M Patel, which 
is enclosed with the 1991-92 annual accounts 
and report of Rohit Pulp and Paper Mills, 
a veiled suggestion of free market forces hav¬ 
ing taken over after free pricing in the paper 
industry. While the directors mention cost 
of raw materia] like market pulp and waste 
paper escalating due to devaluation of the 
rupee and import restrictions, the chairman 
states particularly that the demand (for 
paper) has ‘stagnated’ and that “the paper 
units have not been able to pass on the 
escalation in cost of manufacture to their 
customers with the result that the margins 


are under severe strain’*. The chairman adds 
that “consumer resistance continues and 
most of the paper mills are nursing substan¬ 
tial stocks of finished products .. The in¬ 
dustry has not been able to maintain its per- 
. formance at the level of the previous year". 

The problems were accentuated in the case 
of Rohit Pulp and Riper by the drought con¬ 
ditions in parts of Gujarat during the last 
year. Drought caused an acute shortage of 
rice straw, the mam raw material used bv the 
company in production of paper, which the 
company could procure at a veay high cost 
and that too with difficulty. Production of 
paper, paper board and coated paper 
registered an increase however of 16 per cent 
from 23,008 tonnes to 26,689 tonnes. Never¬ 
theless, in the ongoing modernisation and 
diversification programme, the company has 
laid stress on using bagasse as an alternative 
raw material to rice straw. 

Rohit Pulp and Paper has a large back¬ 
up of reserves for a relatively small share 
capital. This presages prospects of bonus 
shares However, as operations of its metals 
division are now growing while conditions 
in the market have also become more com¬ 
petitive, to meet the increased requirements 
of working capital as well as to improve the 
capital base, the company has proposed a 
2:5 rights issue of equity shares at a premium 
of Rs 60 per share. As the market price of 
the equity is much more, the proposed issue 
contains also an element of bonus. 


APPOINTMENTS 


WANTED ECONOMIST 

Wanted a research economist possessing at least a 
doctorate degree in monetary economics from a reputed 
university. Previous work experience preferable but not 
essential. Salary according to qualification. 

Also Wanted a Librarian to take charge of a small 
library. Retired hands can also apply. 

Please apply stating details of age, educational 
attainments and salary expected to: 

The Director, 

Reseaah Department, 

Batlivala & Karani, Khatau Building, Second Floor, 
Room No. 26 & 27, Alkesh Dinesh Mody Marg 
(Old Marine Street), Bombay 400 023, 

within 15 days. 




IN THE CAPITAL MARKET 


Lohia Polyester 

\ Lohia Polyester of Pawan Kumar 
Lohia is offering on September 1 under 
PNB Caps as the lead managers equity 
shares worth Rs 3.60 croie (Rs 3.42 crore 
to the public) for subscription at par 
towards an expansion plan to increase its 
capacity of lexturiscd yarn from 150 ton¬ 
nes per annum to 1,330 tonnes per an¬ 
num of PPY flat, rotosct and texturised 
yarn, by installing one draw-twisting 
machine, one draw-texturising machine 
and four uptwisting machines. The ad¬ 
ditional facilities are being established 
adjacent to the existing unit near Surat. 
Syndicate Bank has appraised the pro¬ 
ject cost as Rs 6.80 crore, which is to be 
covered with equity of Rs 5.60 croie, lease 
finance of Rs 75 lakh, internal accruals 
of Rs 20 lakh and cash incentive by 
Gujarat government of Rs 25 lakh. The 
company has acquired part of the machi¬ 
nery and placed orders for the remain¬ 
ing on Lohia Machinery Manufacturers, 
Himson Textile Engineering Industries 
and Batliboi and Co. All equipment is 
expected to be installed by September 
and commercial production is to com¬ 
mence in mid-October. No bank or 
financial institution is involved in the 
financing of the project. 


Silverline Industries 

Silverline Industries is setting two 100 
per cent EOUs in SEEPZ at Bombay and 
a third in Madras for export of software 
via the satellite links of Videsh Sanchar 
Nigam. All the three units are to be 
equipped with IBM ES-9000 and AS-400 
and necessary hardware and software 
capabilities. Silverline Industries pro¬ 
poses to set up a division for manufac¬ 
ture of office automation and electronic 
equipment like FAX and KTC machines, 
targeting 75 per cent production for ex¬ 
port. In addition, it is to establish some 
eight centres all over the country for 
computer education and training of pro¬ 
fessionals. The company has been pro¬ 
moted by five NRIs, all in computer and 
electronic field. They have associated 
themselves with Narendra Kale, ex-CMD, 
Kale Consultancy, Bombay, and others 
as Indian promoters. Between them the 
NR’c arc providing Rs 8 crore for the 
project and the Indian promoters Rs 4 
crore towards an estimated cost of 
Rs 30.96 crore. Computers are to be the 
main plant and machinery for the 100 per 
cent EOU software divisions for the im¬ 
port of which no duty will be applicable. 
PCs. and CET are to be procured locally. 
The electronics division will have im¬ 
ported machines like automatic wave 


soldering machine, SMD work stations, 
board checkers, etc. Raw material for 
software export, such as, magnetic tapes 
and computer stationery, are to be 
available locally, while components for 
office machines will be imported and 
assembled in India. Other material like 
PCBs will be acquired indigenously. Soft¬ 
ware exports from India in 1990-91 are 
estimated at Rs 250 crore, while the 
world software market at S 100 billion 
is expected to reach $ 270 billion by 1996. 
Silverline Industries is still to secure the 
required space for its projects. Mean¬ 
while, it is issuing Rs 18 crore of share 
capital, Rs 13.30 crore to the public, on 
September I, with SBI Caps as the lead 
managers of the issue. 


Nufab Industries 

Nufab Industries is another company 
in the field of lexturiscd yam making on 
September l a public issue of Rs 1.76 
crore in equity shares of Rs 10 each at 
par for expansion of capacity from 850 
tonnes per annum to 1,990 tonnes per an¬ 
num at a cost of Rs 4.50 crore The ex¬ 
pansion is to be set up at Acchad in 
Thane, Maharashtra, while the company 
has existing facilities in Silvassa, Gujarat. 
Promoted in 1987 by Satyanarayan Bhag- 
chandka, the company has reported for 
1991-92 a sales turnover of Rs 17.16 crore 
and a net profit of Rs 42 lakh. The cost 
of the expansion is to be met with 
Rs 2.88 crore equity, Rs 35 lakh internal 
accruals, Rs 30 lakh state subsidy and 
Rs 97 lakh loan from SICOM. The com¬ 
pany is setting up two Uxturising 
machines, of which one has commenced 
production in August and the other is ex¬ 
pected to do so in October. Requirement 
of power at 566 kw has been sanctioned 
by the Maharashtra State Electricity 
Board and though the manufacturing 
process is free of harmful effluent, the 
company has obtained an NOC from the 
Maharasthra State Pollution Board. 

Balaji Steel 
Corporation 

Balaji Steel Corporation of the Balaji 
Group with interests in real estate, liquor 
and publishing and belonging to M S 
Reddy. M Srcenivasulu Reddy and P V 
Reddy is making on September 2 a public- 
issue of 49 lakh equity shares of Rs 10 
for cash at par (Rs 4.90 crore) with Ind- 
bank* and BoB as the lead managers. It 
is raising these funds to finance a 
Rs 12.73 crore plan of expansion of 
capacity of its steel plant (which is 


situated at Nellore, Andhra Pradesh, and 
is manufacturing steel ingots) from 
12,000 tonnes per annum to 48,048 ton¬ 
nes per annum with the addition of one 
4-tonne and on* 3-tonne induction fur¬ 
nace. The company has also acquired 
Krishnaveni Enterprises to cover the 
manufacture torstee! and structural steel. 
Torsteel is presently manufactured by the 
primary producers of steel, TISCO and 
SAIL. The major part of Balaji Steel 
Corporation’s production will be taken 
up by the group's construction activity. 
The project cost of Rs 12.73 crore is to 
be covered with equity of Rs 7.94 crore 
and non-convertible debentures placed 
with mutual funds of Rs 4.80 crore. 
Commercial production of torsleci and 
structural sections has already commenc¬ 
ed and the expansion of capacity is to 
become operational during September. 
Projected capacity utilisation for the 
three years 1992-93 to 1994-95 is 70 per 
cent, 80 per cent, 90 per cent, respectively, 
as against break-even capacity placed at 
23 per cent Sales turnover respectively 
for the three years is estimated at Rs 37 
crorc. Rs 42 crore and Rs 48 crore, and 
the net profit realisation at Rs 2.1 crore, 
Rs 2.32 crore and Rs 2.58 crore. 


Sweatamber Steel 

Sweatamber Steel is another company 
coming in the capital market on Sep¬ 
tember I, making an offer of 13.95 lakh 
equity shares of Rs 10 each for cash at 
par (Rs 1.39 crore) with PNB Caps as the 
lead managers of the issue. The company 
is taking up two major activities: process¬ 
ing ol cold rolled (CR) and hot rolled 
(HR) coils and manufacture of industrial 
plants, equipment and machinery, like 
pressure vessels, heat exchanges, columns 
and steel structures, general structural 
fabrication, machinery bodies and trans¬ 
mission towers. The installed capacity of 
CR/HR coils is 12,000 tonnes per annum 
and of plant fabrication 750 tonnes per 
annum. The company has been pro¬ 
moted by, Narendra Shah and Bhupen- 
dra Shah, both of whom have been in the 
steel trade and steel industry. It is pro¬ 
posed to instal automatic slitting line for 
coils so as to cater to all user industries. 
The project outlay has been appraised by 
Indian Bank at Rs 4.9 crore. It is to be 
financed with Rs 3.50 crore equity, Rs 15 
lakh loans. Rs I crore lease finance, and 
Rs 25 lakh subsidy. Trial production at 
the plant located at Panchmahal district, 
35 km from Baioda, is to start by 
December this year and commercial pro¬ 
duction thereafter. 

-JK 
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POTOMAC MUSINGS 


No Need for Defenders 

Deena Khatkhate 

For all the well-advertised bankruptcy of the American economy, 
its deepening recession, its collapsing saving and loan associations 
and the shady conduct of its security exchange dealers, the world’s 
savings keep flowing to Wall Street. No, Washington DC needs no 
defenders. 


WASHINGTON DC is a beauiiful city, it is 
a capital city, ever expanding, ever improv¬ 
ing. It is a nation's capital, becoming inter¬ 
national, housing those hated gnomes of 
finance capital known as the World Bank 
and, worse still, the IMF, which are out— 
as any Indian would tell you on the streets 
of New Delhi and Bombay —to subvert poor 
countries in Asia, Latin America and Africa. 
The city is beautiful, but ugly within—the 
inner visage revealing itself more often to the 
world’s leftists. But these leftists can now be 
ignored; their laws of historical evolution 
have been falsified by current happenings 
around us. But the leftists arc not alone in 
the hate parlour. Now a man with his own 
law of gravity has joined their company to 
hate this city. These are happy tidings for 
Indian communists. The yogi—and an 
Indian yogi at that—has pronounced that 
Washington stinks like capitalism. 

The yogi is none other than Mahesh Yogi, 
who claims to be a former professor of 
physics and explains the conundrums of 
. modern living in the idiom of physics. He 
and his cohorts had made this capital city 
the seat of the Mahesh Yogi Institute of 
Ihutscendental Meditation. The institute 
thrived, it spread its gospel, it proselytised. 
Many groups mushroomed all over Washing¬ 
ton, propagating the cult of transcendental 
meditation. Wives divorcing their husbands 
were helped by this spiritual nostrum. Not 
that they retained their husbands, but they 
got hefty alimonies for comfortable living. 
Congressmen were saved, not from the glare 
of publicity for their sexual escapades, but 
from electoral defeats. Functionaries in the 
presidential office may not have been saved 
from losing their jobs, but they were reward¬ 
ed with plum lobbying contracts. Trans¬ 
cendental meditation became a craze. Then 
something went amiss. Familiarity breeds 
contempt, some would say. There are some 
naughty detractors of the swami who say the 
reverse may have also been true in his case. 
Mahesh Yogi is now disenchanted, disgusted 
with this city. He is running away, his 
followen are on the run, his university is' 
levitating to Fairfield, Iowa state where a 
sprawling Maharshi international university 
has been spreading the Yogi's gospel. 

‘Plague on all of you, this government, 
this citv’. the incarnation of the Hindu god 
js using the biblical metaphor. You should 
ignore the lapse; it happens even to a yogi 
and the anointed Hindu prophet who travels 
to the west so often that the inevitable jet 
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lag momentarily enfeebtes-his spiritual and 
mental powers. “1 would noi advise anyone 
lo slay in Washington, this pool ol mud; save 
yourselves from the criminal atmosphere—if 
your business justifies your presence, then 
limit your stay to those few hours" sermonis¬ 
ed the yogi. One of Mahesh Yogi’s western 
alter egos, Robert Oates, went even further: 
“living in and near Washington is like living 
near Chernobyl. All the stress of the world’s 
collective consciousness impinges on DC 
plus the incredible rate of violence." 

All is not, however, lost. The yogi has laid 
out the escape routes. There can be some 
green between Washington residents and the 
city. They can go some distance away. A 
score or two of Yogi's followers have already 
sold their homes in the city at throw-away 
prices to move away—though that is not the 
reason for the free fall in housing prices in 
the area. Who says Indian sovereignty is be¬ 
ing undermined by the western countries. 
No, it is the other way round. The subveriers 
are Indians—Mahesh Yogi and his converts 
and, before him, Ravindra Batra who con¬ 
cocted an alchemy out of modern economics 
and Anandmargi philosophy to predict a 
ciash in 1990. It should not matter that ihe 
date has proved to be somewhat off-the- 
mark. There are good prospects that the 
recession which takes on, like Buddha’s life, 
different forms—shallow to deep to flat to 
shallow again—may as well end in a crash. 
So the Indian messiahs, Mahesh and Batra, 
may save western civilisation after all. 

Why then has the once-galloping TM 
movement of Mahesh Yogi, which drew to 
itself politicians, criminals, intellectuals, the 
psychotic, actors and actresses, lost its steam 
midway? There may have been material 
causes for the spiritual dissipation. Rumours 
are rife that many observers, eager to see the 
levitating TM-sters, found that they never 
did fly. Mahesh Yogi failed to enlist US 
government support for a collective medita¬ 
tion programme. Unlike our mythological 
Valmiki, criminals did not change their souls 
and crime is in full bloom in the city. The 
last straw was the rebuff the yogi got from 
the federal government which turned down 
his request for $ 20 million to ward off the 
risk of a Gulf war. The war came and went, 
the commissar levitated and the yogi was 
sunk. 

The woes of Washington have not, how¬ 
ever, ended with deflation of the all-knowing 
Maharshi, There has come a professor of 
history, Paul Fussel, a bored American who 
has become an Anglophile and whose credo 


is 'great crappiness is alt American'. Hi$ 
disenchantment with America and Washing¬ 
ton is based on materialism; there is nothing 
spiritual about it. On seeing a woman eat 
french fries in a restaurant, he explodes, 
“look how bad is America. Look at her! She 
is eating french fries. I want to rush over to 
her and say, madam, Stop! I know chips are 
good but she could ruin herself, her figure.” 
A woman's figure for the professor is his 
figure of speech for America. All that 
America symbolises is bad. But **bad things 
are merely ‘bad’, which is to say merely ‘not 
good’. Bad is something phony, clumsy, 
witless, hairy, untalentedor just boring." in 
his mould of badness are “airports, colleges, 
food, ideas, magazines, movies, poetry, 
television and. the President of the United 
States” and the city he lives in. 

Maharshi calls Washington a “pool of 
mud”, Professor Fussel has a more eloquent 
phrase: “cesspool” of—of course—intrigues. 
“Washington is a middle-class bad. Terrible 
people from Kansas trying to come on as 
aristocrats you know. Did you read the nasty 
things I wrote about embassy personnel? 
They are like field-grade officers just obey¬ 
ing orders. Gentlemen never obey orders. 
Washington is filled with .that kind of 
thing—people like Olie North pretending to 
be a gentleman, pretending to be indepen¬ 
dent, and Ronald Reagan, pretending to be 
the president. But one is only an employee 
and the other just an actor and not a good 
one!’ Fussel would not stop. There is so 
much to say in so little time. Did he find 
anything that might redeem this hapless city 
under assault? No, nothing. The life-like 
sculpture added to the Viet Nam Veteran 
Memorial ruined its throat-catching under¬ 
statement and simplicity. Unfortunately, 
there is no audience for campy architecture 
in Washington. Fussel misses an audience 
with subversive wits. 

Does Washington need the defenders? By 
no means. The greater the crime rate, (he 
greater the outmigration of the blacks, the 
cheaper the land, (he more beautiful the 
buildings that come up on the ruins of the 
old. The trooping in of international 
diplomats for conferences on the Israel- 
Palestine question or on the on-and-off 
crumbling Russia and its splintered states, 
the arrivals and departures of international 
finance men and bankers to strike deals, 
keep its skies roaring with aeroplanes. No 
matter if the city stinks, as the maharshi and 
the professor would like us believe; it will 
be a magnet for the powerful and the weak, 
the rich and the poor, the holy and the pro¬ 
fane, the promoter and the subverter from 
all parts of the world. Do we not know that 
for all the well-advertised bankruptcy of the 
American economy, its deepening recession, 
collapsing saying and loan associations and 
the unethical behaviour of the security ex¬ 
change dealers, the world’s savings keep 
flowing to lMktl Street, which Is having the 
biggest bonanza in its history? Will Street 
is the role model for this much-maligned 
city. 
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_ INTERNATIONAL AFFAIRS 


The New Jews in Europe 
r cpd 


The former arukdefeated communists are the new jews in 
Germany, as they are in several countries of eastern and central 
Europe. 


THE German historian-philosopher 
Koselleck had made an interesting point 
nearly a quarter of a century ago that “all 
reflection on history on the continent of 
Europe throughout the nineteenth century 
looks behind it to the moment of that 
revolution in which the meaning of revolu¬ 
tion itself was transformed from a circu¬ 
larity of movement to the advent of the 
new” (cited in Paul Conncrton, How 
Societies Remember, Cambridge Univer¬ 
sity Press, 1989, p 6). It may be mention¬ 
ed in passing here that it was perhaps 
Chalmers Johnson who remarked that 
Chinese is the only language where the 
word for revolution has exclusively poli¬ 
tical meaning. Anyway Koselleck obvious¬ 
ly thought at the end of the sixties (his 
book in German was published in 1969) 
that the term revolution finally came to 
mean the advent of the new’ in nineteenth 
century Europe. The Chinese word gem- 
ing only suggests that the mandate of 
heaven has changed and does not neces¬ 
sarily indicate the advent of the new ex¬ 
cept in a chronological sense. But in 
Europe we are told, and not entirely 
without justification, that the revolution 
has come to mean the 'advent of the new’. 

But what is happening in Koselleck’s 
Germany might suggest that the distin¬ 
guished professor was taking a very 
romantic view of the change in the 19th 
century. We mean the forthcoming trial 
of Erich Honecker, the former East 
German (GDR) supremo. Already, as he 
stood with a clenched fist outside the 
Chilean embassy in Moscow being taken 
out to be deported to Germany, he looked 
a pathetic caricature of himself, of a 
period and of a system, lb put him on 
trial again is ftitile madness. The revolu¬ 
tion, which swept the erstwhile Soviet 
Union, the countries of eastern Europe 
and, of course, the GDR, is being reduced 
by the rulers of unified Germany to what 
it was not supposed to be according to 
western views on the developments, i e, 
merely a coup d’etat. After a coup d'etat 
the previous ruler, unless he has managed 
to flee in time, is usually decapitated or 
fatally humiliated as the Cultural Revolu¬ 
tion enthusiasts did to Wu Shaoqi. The 


Chinese example has been cited just to 
make the point that even in a geming the 
ideas of justice are perhaps not supposed 
to include the advent of the new. Hone- 
cker's trial is not very different. 

Of course, we live in times when the so- 
called 'parallel' biography of Hitler and 
Stalin is being written and published. So 
it is small wonder if the trial of Honecker 
is being looked upon as a latter-day 
Nuremberg trial. The analogy is attractive, 
almost attractive. Unfortunately, it is com¬ 
pletely ahistorical. What we were witness 
to in eastern and central Europe was not 
a fail of fascist leaders but rather the col¬ 
lapse of a political and economic system. 
TVying Honecker today is like trying ail 
protagonists of a political system over¬ 
thrown by a revolution (and not just 
leaders defeated in a war). "fo see it other¬ 
wise is to underestimate, perhaps even to 
degrade, what the people of central and 
eastern Europe have achieved. The 
western press in general and the German 
press in particular had been celebrating a 
revolution of a kind. Suddenly the Ger¬ 
mans have changed their mind and decid¬ 
ed to be Stalinists themselves. The trial of 
Honecker is a denial of the relevance and 
significance of the events of 1989-1990. 
The Germans are once again demonst¬ 
rating that their desire to send people to 
gas chambers is not entirely dead yet? The 
former and defeated communists are the 
new jews in Germany. So are they in 
several states of eastern and central 
Europe. Putting Honecker to the axe is 
tantamount to establishing that the Ger¬ 
mans neither have retained their sense of 
history nor do they think that the so- 
called Dee Europe must show itself to be 
different from Stalin’s Europe, or Hitler’s 
Europe for that maiter. One is mention¬ 
ing both of them together because it has 
become quite fashionable in the western 
world to do so. But what Kohl and his 
government are ignoring is the simple fact 
that, even from a sound European pers¬ 
pective on history, what they have under¬ 
taken to do is simply inadmissible and un¬ 
forgivable. it is getting into the ‘circularity 
of movement’ rather than heralding ‘the 
advent of new ideas' which Koselleck had 


so optimistically averred about modern 
European historiography. It is perhapitfo 
case that European historians and 
historical perspective are not so moder¬ 
nised after all. 

Not very surprising after ail. In Euro¬ 
pean history Revolution and Regicide have 
gone together. What we are witness to in 
Honecker’s trial is the principle that 
revolution has to lead to regicide. But as 
Paul Conncrton has pointed out (and as 
did Walzer in his book on Revolution and 
Regicide), regidde leaves the dynastic 
system unchanged. In other words, it 
merely replaces one order by another 
which is no less oppressive. Albeit Camus 
in his Rebel gave a succinct explanation 
of these ceremonies and ritualistic killings. 
He thought that these murders happen 
because none ol the murderers ever im¬ 
agine that “the throne might remain emp¬ 
ty”. Kohl and the Christian Democrats 
perhaps cannot imagine that either. Just 
as the American president thinks that he 
is now the monarch of the world, so do 
the so-called democrats in Germany. 

In short, the trial of Honecker is in 
reality a case of the German view of 
history going wrong. That it should have 
happened in Hegel’s country is amazing 
indeed. Clearly, the triumph of the so- 
called democratic spirit in eastern and 
central Europe has led to this distortion. 
The German historical view is distorted. 
We began this article with a quotation 
from a German historian-philosopher. We 
might as well end it with one from easily 
the greatest poet Germany has produced, 
Goethe. He was understandably a little 
suspicious of historians. Honecker’s trial 
would seem to justify what he said. 

What you now call the spirit of the age 

Is really what’s now all the rage, 

A glass which mirrors your historian’s 

minds. 

That would be the judgment of the times 
if this monstrous trial of Honecker goes 
through. 
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COMMENTARY 


Riding the Free Rider 

A Lesson from Barrackpore 

Amaresh Bagchi 


People do not mind paying for services provided by public 
agencies if they know that riding free is not an available option 
and, more important, if they are convinced that they are not being 
taken for a ride when asked to pay for services which come within 
the domain of ‘public good’ the consumption of which, in public 
finance jargon, is ‘non-rival’. That is the message for those at the 
helm of public affairs in the country from the none-too-affluent 
West Bengal town of Barrackpore. 


ANNAPOLIS, a sleepy town in the 
state of Maryland, adjoining US capital 
Washington DC, saw its biggest rally in 
many years, reported the Washington Post 
sometime back. The rally was to protest 
cuts in social welfare services, particularly 
education, proposed by the county coun¬ 
cil as one of the measures desperately 
needed to get the expenditures of the local 
government wrapped within its revenues. 
Protests against cuts in spending on social 
services are not uncommon; indeed there 
is hardly an instance anywhere of a cut 
in public services going unopposed. What 
was new in the Annapolis rally was the 
offer by the inhabitants of the county to 
pay more in taxes, if need be, to make sure 
that the axe dtd not fall on what they con¬ 
sidered beneficial to them. Given this 
mandate; the Maryland legislators had no 
difficulty in voting for more taxes to keep 
the budget out of the red wtthout cutting 
spending. 

Such manifestation of ‘public choice’, 
though rare, may not be altogether in¬ 
conceivable in a country where standards 
of services provided by local governments 
are known to be high and misuse of public 
funds is not too common. That public 
choice might go the same way everywhere, 
given some confidence among the citizens 
in the sincerity and ability of their elected 
representatives in delivering what they 
promise, finds its corroboration in a most 
unlikely counterpart of Annapolis, far 
removed from that august county in every 
possible respect—the municipality of 
Barrackpore, one of the 30-odd suburban 
towns coming within conglomeration 
called Calcutta Metropolitan Area 
(CMA), some 25 kilometres north of 
Calcutta. 

As the world knows by now, the 
epitome of what is contemplated by 
‘urban disaster’ is the CMA. Comprising 


no less than two city corporations and 
over 30 municipalities, the CMA has one 
of the highest population densities in the 
world, while services dispensed by the 
civic bodies functioning within its boun¬ 
daries arc among the lowest, whether in 
physical or in financial terms. With their 
finances chronically in disarray, thanks to 
their incapacity or lack of will to collect 
what they possibly can in taxes, and the 
ever rising salary bills of their employees, 
compounded by periodic doses of pay 
revision handed down unilaterally by the 
state government, the urban local bodies 
functioning in the area, like those in other 
parts of the state, are turning more and 
more to grants and subventions from 
above to keep them going. Occasional 
doses of aid from the centre and agencies 
outside the country (Integrated Urban 
Development Programme (1UDP), In¬ 
tegrated Development of Small and 
Medium Towns, etc (IDSMT)) add some 
temporary gloss to the dilapidated roads 
and buildings that dot their landscape—a 
new shopping centre here or a town hall 
there. The garbage keeps piling up while 
the potholes on the roads get bigger and 
deeper. As the infrastructure and the 
economy of a once-prosperous industrial 
region crumbles, the residents of decrepit 
towns live from one day to another giving 
themselves up to resignation and despair. 

One reason for the decay of the civic 
bodies of the state which became pro¬ 
nounced in the 60s and the 70s was said 
to be the isolation of their citizens from 
the running of their affairs. For many 
years, until the latter half of the 70s, the 
municipalities in West Bengal, as in most 
states in India, were run not by elected 
representatives but by administrators 
appointed by the state government. One 
of the first things oh the agenda of the 
Left Front who took over the governance 


of West Bengal in 1977 was to involve the 
people in running their civic affairs. For 
the first time in many years elections were 
held for the local bodies and people's 
representatives took them over from 
the administrators. Barring a few, the 
municipalities in West Bengal have since 
been in the hands of city fathers chosen 
by the people periodically. 

Whether and, if so, to what’extent, elec¬ 
tions have made a difference to civic life 
in the state will no doubt be a matter for 
research by scholars in urban political 
economy. For, now things remain prac¬ 
tically the same. While there has been 
some face-lift here and there, the basic 
problems of urban growth remain as acute 
as ever—poor sanitation, inadequate 
supply of safe water, garbage accumula¬ 
tion, roads in disrepair. The gap between 
West Bengal and other states in India, 
with a similar degree of urbanisation, in 
the level and quality of civic services has 
widened in the last 20 years. Fhced with 
an ever increasing gap between revenue 
and expenditure, and in many cases, costs 
of collection leaving little over what is col¬ 
lected, most municipal bodies in the state 
look up to the benevolence of the Writers’ 
Buildings to prop them up. Funds fun¬ 
nelled from above now cover around 70 
per cent of their total current expenditures 
compared to 25 or 30 per cent elsewhere, 
and the proportion is on a steady rise: 

Amid all these, the municipality of 
Barrackpore stands out as a shining 
exception. In the 11 years since the new 
city fathers took over, that is between 1979 
and 1990, the revenue of the municipality 
from its own sources has nearly doubled, 
rising from less than Rs 30 lakh to over 
Rs 60 lakh (in total current receipts of 
Rs 120 lakh), almost matching what 
devolves from the state government 
through transfers and DA subventions. 
The demand from property tax, the prin¬ 
cipal revenue source at the command of 
the local governments in India, now 
stands at an impressive Rs 60 lakh, up 
almost seven-fold from a mere Rs 9 lakh 
in 1978-79 (including Rs 2 lakh due from 
the central government which remains 
locked up in interminable wrangles). This 
was primarily the outcome of efforts, 
directed at lifting upThe assessment of 
holdings in the municipality from levels 
which bore no relationship to the current 
levels of rentals that in law were supposed 
to be the base of the tax. The steps taken 
by the new incumbents of the civic council 
were ample but instructive: 

Soon after they took over, the newly 
elected councillors engaged a band of C6l» 
lege students (notably from adjoining 


towns) ddopty *o hdlp coma the radon! * lat more in cMc taxH than'they had ever 


of Ac size of holdings wkhis this jurisdic¬ 
tion of the municipality which tflt then 
used to be drawn up by private assessors 
hired on ‘lowest trader* >i ridiculously low 
commission (less than Re 1 per holding), 
as was the practice then in the state. 
Documenting the actual size of the 
holdings itself raised the assessments by 
almost SO per cent. But that was not 
enough. The assessme n ts still remained at 
woefully low levels in relation to their cur¬ 
rent earning capacity. Revisions were 
called for in the norms by which rateable 
values were determined, since; like in most 
urban centres of the country, assessments 
were raised on the basis of rentals taken 
at a fraction (less than one-twentieth, in 
many instances) of what they actually fet¬ 
ched in the market. In Barrackpore, a lit¬ 
tle push to move the norms a bit nearer 
the actuals raised the ARVs by six to seven 
times of where they stood at the time the 
new managers had stepped in. A lower¬ 
ing of sights to jack up the assessments 
bya factor of two or three, which was felt 
politically more discreet, still meant a sea 
change in the levels prevailing so long. 

More remarkable than what the ARV 
enhancements yielded in revenue was that 
the residents accepted the change without 
much demur. Few challenged (he new 
assessments and collections posted 
increases closely paralleling demand. Not 
only that, the ruling group was returned 
to office with an overwhelming majority 
when the elections took place after their 
first term in office came to an end. What 
underlies this remarkable phenomenon— 
the willing acquiescence of rate-payers not 
averse to legal and political action at the 
slightest provocation to accept such in¬ 
roads into their purse—is a matter wor¬ 
thy of some attention from politicians, 
policy-makers and students of political 
economy. 

It would be simplistic to explain this 
behaviour on the part of the residents of 
Barrackpore in terms of rational 'public 
choice', given the universal 'free rider’ in¬ 
stinct of tax-payers, and the deep distrust 
of politicians so prevalent in this part of 
the world. Apparently, what accounts for 
the unfamiliar phenomenon, viz, property- 
holders quietly agreeing to tax enhance ¬ 
ments not seen for yean is nothing but 
the ability of the those in charge of the 
civic body to overcome that distrust and 
to persuade their constituencies to take 
their word that they meant business and 
that they could be counted upon to deliver 
what tbiqr bad promised, unlike the usual 
run of politicians who come to their 


TW* was m mean nek and the battle to 
win the Peeples’* trust sad make them pay 
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done was mounted on Several fronts. 

First, to establish their bona tides and 
in earnest of their determination to nudge 
the somnolent civic bureaucracy, the new 
municipal council decreed that punctuali¬ 
ty in attendance will be strictly enforced. 
Anyone coming late to work will be 
marked absent and lose the day’s salary, 
no explanations accepted—something 
unheard of in a state where office timings 
have long ceased to have any meaning. 
Assistants at their desk sharply at ten- 
thirty in the morning, ready to listen to 
their grievances, made a difference in the 
citizens’ perception of how things were 
going to be run under the new regime 

A more productive move to carry con¬ 
viction with the citizens long used to living 
with garbage dumps all around was to 
bring the conservancy staff under effec¬ 
tive control. To ensure that garbage was 
removed and the streets properly cleaned 
regularly, the municipality was divided 
into four sectors and workers responsible 
for the job were asked to report to 
overseers in charge every morning and 
evening, under the watchful eye of the 
local councillors. Marking a welcome 
change from the past, garbage started get¬ 
ting lifted from the bins and dumps and 
the city looked a shade cleaner. 

When things began toiook up a little, 
the chairman and his youthful colleagues 
started holding meetings to talk to the 
people and tell them of their plans and 
problems. What was more, in deference 
to the old adage that practice is better 
than precept, the councillors raised the 
assessment of their own houses. While 
those some among the rate-payers who 
had to bear a heavier burden than others 
objected, most went along with the leaders 
who for once seemed to lead. Moral sua¬ 
sion wds combined with material incen¬ 
tives td induce prompt payment of taxes 
and penalties for delay. A 5 per cent 
rebate was granted for payment within a 
month. Delay entailed interest which is 
scrupulously collected, contributing cur¬ 
rently, nearly a lakh of rupees to the civic 
kitty. In an environment in which sub¬ 
sidies and services provided gratis by the 
state are taken for granted, it was no mean 
achievement to bring home roe reality that 
there is no such thing as a free lunch, that 
civic services have to be paid for ulti¬ 
mately by the citizens themselves and that 
depressed property valuation for tax pur¬ 
poses meant an ugly civic existence for all. 

Getting the better of the free-rider 
instinct among the tax-payers would 
however have not been possible had pro¬ 


mance. Within a relatively short period, 
the mnnidpaUty implemented in full the 
conversion programme of sravice privies 


in its jurisdiction. fesp®t 
mobility to the field naff the awniapdtfr‘1 
acquired a fleet of cycle vans, whfcfa 
it could afford and maintain. Wk " 
supply now cows almost 10 per,cent als 
the municipal area, with 10-17 gadonsof^ 
water per capita supphed to a population v 
of 1,37,000. Reflecting the concern ftir' 
cleanliness, the office premises of the-x 
municipality wean a tidy look with att:’4 
equally tidy interior. Remarkably for 
public building in the sub-continent, its 'M 
rest-rooms do not smell. 4 

The drive for revenue was not confln- 4 
ed to property tax alone; though that was 4 
the main plank in the resource-raising ' 
agenda. Efforts were intensified to get ' 
more out of the other potent tax braid 
available with local governments, viz, the 
tax on trade, professions, and callings. By - 
the turn of 1983-86, profession tax was 
yielding around Rs 1.8 lakh. Seizing the 
opportunity provided by the amendment 
of the Indian Constitution in 1990, rais¬ 
ing the ceiling on this tax from Rs 250 to 
Rs 2,500, Barrackpore pushed up the 
demand for profession tax to nearly dou¬ 
ble Unless the state government queen 
the pitch by taking away the powen to levy 
this tax from the local bodies, the 
municipality hopes to get not leu than ; 
Rs 5 lakh out of this impost annually. 

The scope for scraping up resources 
from non-tax sources too was explored 
with imagination not usually associa t ed . 
with public agencies. Fees are now charged 
by the municipality for any service where 
the ‘exclusion’ principle works well- 
mutation of lands and buildings, sanction 
for building plans, certificate of construc¬ 
tion, extracts from births and deaths 
register, safety tank clearance, road 
reconstruction, water supply connection, 
conversion of holdings from residential to 
commercial use and so on. Non-tax 
revenues at present bring Rs 5 lakh todvic 
funds, a six-fold rise in the course of just .. 
five years. , ■ 

Seizure of lands transferred without s 
permission and in the course of revenue 
recovery has brought some prime land in- ■$ 
to the civic body’s possession which it pro- - / 
poses to utilise to set up markets and 4 
industrial estates. Prudently handled, 4 
that should earn handsome rent. The 
municipality is already making some pro- ,// 
fit out of a conchshell business with sheds i 
bought from the state-run co-operative; . 
Manjusha, and made into bangles by local 
artisans. While eyebrows may be railed • 
about the wisdom of a local authority 
dabbling in activities best left to the 
private sector, extracting rent from real 
estate cannot poisibly be faulted as il¬ 
legitimate for a local government in an 
area where unemployment is endemic and 
the market does not quite function. . 
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doorstep at election time and leave them ' mises not been backed by tangible perfor 
out in the cold once installed in office 



Prudent management and vigorous 
revenue effort won the Barrackpore 
Municipality eligibility for reward as 
contemplated under the ‘Revised Grants 
Structure’ recommended by the Bhabatosh 
Datta Commission on Municipal Finance 
in West Bengal. That the reward never 
came from the state government’s Local 
Bodies Directorate is another matter. 

Improved revenues and grants from the 
CMDA enabled the municipality to 
undertake capital works like augmentation 
of pipelines for water-supply from 15 to 
30 kilometres and set up new pump¬ 
houses. However, not all the investments 
are going to pay their way unless the cost 
of the services to be provided by them are 
charged to the users. The loans have ac¬ 
cumulated to a figure of nearly Rs 3 crore, 
and interest due on them exceeds Rs 10 
lakh. Among the assets created with bor¬ 
rowed funds is a posh auditorium the like 
of which the region has never seen. One 
wonders whether the investment made by 


INTENSE land struggles have become a 
common feature in many areas of rural 
Bihar. Although the lelt parties, especially 
the CPI, the CPI(M) and the Indian 
Peoples’ Front have launched a joint pro¬ 
gramme, the 'Bhumi Mukti Andolan’ 
(land liberation movement), and identified 
over 50,000 acres of surplus land in the 
possession of landlords, winch is to be 
liberated, grassroots workers of ihese par¬ 
ties have a long history of participation 
in land struggles. They have been quite 
courageously and consistently following 
it up, without formal backing from their 
parties. The assertion of demands by local 
activists and landless labourers, small 
farmers and women, coupled with the 
socio-political turmoil under the Janata 
Dal and Laloo Prasad government has 
forced left parties to give official recogni¬ 
tion to these land liberation struggles. 
Although the movement has been dubbed 
by the media and the ruling classes as a 
‘land grab movement’, the chief minister 
of Bihar has said that the police would 
henceforth refuse to intervene if the peo¬ 
ple indulged in forcible seizure of surplus 
land. The statement sparked off loud pro¬ 
tests from the Congress and the BJP. 

On the ground, reports have been com¬ 
ing of several land struggles, some of them 
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the municipality in this fancy hall is going 
to pay off unless (or perhaps even if) the 
facility is exploited on strictly commercial 
lines, going against the philosophy of the 
party running the civic body and the state. 

Whether the imposing auditorium pro¬ 
ves the Achilles’ heel of the otherwise well 
run municipality, time will tell. For now 
the lesson to be learnt by those at the helm 
of public affairs is that, contrary to the 
preconception of politicians, people in the 
state and the country do not mind pay 
ing for services provided by public agen¬ 
cies if they know that riding free is not 
an available option and, what is more, if 
they are convinced that they are not being 
taken for a ride when asked to pay for ser¬ 
vices which come within the domain of 
‘public good’, the consumption of which, 
in the public finance jargon, is ‘non-rival’. 
That is the message that emanates 
from the none-too-affluent town of 
Barrackpore as from rich and distant 
Annapolis. 


bloody At the same time, there is news 
of thousands of sharecroppers being 
evicted by landlords and an activisation 
of landlords’ armies and mafia, in 
Bhagalpur district, militant and long 
drawn land struggles have been going on 
in many villages, led by a CPI(M) af¬ 
filiated peasant organisation. In a state 
where CP1<M) militancy on land issues is 
rather a rare sight, one sees that the local 
initiatives are determining the actual 
course of various events. The land issue 
has over the years taken a complex form. 

1 and liberation movements over surplus, 
‘bhoodani’, ‘benami’ or government land 
stretch over a long period of time and have 
brought up many a questions regarding 
land management, housing rights, rele¬ 
vance of laws, etc As the CPI(M) leader 
Subodh Rai admits, the task is not com¬ 
pleted with the liberation of the land, be 
it the surplus land of the zamindar, the 
‘gair-mozurva’ or the undistributed ceiling 
land. More important, these land libera¬ 
tion movements are facing challenges of 
sustainability and development. Experi¬ 
ence reveals that these movements give rise 
to a plethora of events, which need to be 
taken up simultaneously and continuously. 

In Kahalgaon subdivision of Bhagalpur 
district, many land liberation movements 


were prompted by the housing needs of 
the villagers and they were centred mainly 
around government and absentee land¬ 
lord’s land. The movement has taken its 
own course, different from the struggle 
over agricultural land. Kahalgaon subdivi¬ 
sion consists of vast ‘diara’ region where 
due to regular floods and land erosion, 
people are often displaced temporarily or 
permanently. In Kahalgaon, in the last few 
years a number of big businessmen and 
traders have purchased vast acres of land 
in the villages or in the surrounding areas 
of Kahalgaon town. In the 80s, Kahalgaon 
NTPC Sugar Thermal Power Project hafi 
promised to start a new phase of in¬ 
dustrialisation. Businessmen and traders 
in anticipation of rising real estate values 
of agricultural land, invested huge 
amounts of money in it. Apart from this, 
Kahalgaon has been a traditional base of 
big landowner class like Pumea, Dar- 
bhanga, Hazaribagh and Champaran. 

Some three km from Kahalgaon town 
is situated Gangaldai village on Kahal- 
gaon-Vikramshilla road. In March 1990, 
the villagers from surrounding Diara area 
had captured around 52 bighas of Jand in 
Gangaldai, built their houses and called 
the entire area Gangaldai Naya Nagar. 
The land was owned by the Bihar govern¬ 
ment and one local businessman. But in 
reality, the government land was also com¬ 
manded by the local businessman. 

Now, there are 628 houses in Gangaldai 
Naya Nagar Most of the families are 
landless or smalt farmers. From Aama 
diara came 70-year old Bajrangi Das with 
his family, who says, “I have lost count 
of the many times f have been displaced 
in my life due to land erosion. Wte have 
no land; we have to live on sharecropping 
and farm labour. No matter what hap¬ 
pens—police or army assaults or firing— 
we will not move from here!’ Jageshwar 
Mandal from Biju lb la states, “There was 
very little housing space left in the old 
village due to constant land erosion. That 
is why we landless people came to this 
place:' 

Chetharia Peer is another place on 
Bhadeh-Barahat road near Kahalgaon 
town. Here one acre of prime land was 
owned by a local export business house; 
The displaced villagers from Bakia diara, 
Tofflr diara and Jatooya diara ‘liberated’ 
this one acre in 1991 and now more than 
40 houses have been built here In Sukumari 
Pahar, 2.5 acres of Bihar government land 
was grabbed by a local businessman. 
When the villagers from Rani, Khabaspur 
and Ekchari diara were displaced, they 
decided to settle on this bund. In the but 
three years, about 300 houses have been 
built here. In Ram Rai Khurhari also 80 
families from Diara liberated the sin 
bighas of surplus land, owned by the 


Bihar’s Land Liberation Struggles 

Mukul 


After almost 20 years the state leaderships of the left parties have 
once again raised the banner of land liberation in recognition of 
the numerous land struggles going on in the state. 



notorious landlord Sahu, in 1990. 

The district unit of the CPI(M)-affi- 
iiatcd Kisan Sabha initiated all these 
struggles. Kisan Sabha leader Sriniwas 
Mandal explains that in this whole rural 
'el-up, agrarian questions are taking new 
forms and meanings. Struggle over the 
water of Ganga (Ganga Mukti Andolan) 
was one such form. The housing issue is 
another. In almost every village of Kahal- 
gaon division, housing is a vital problem 
now-a-days because of the landholding 
pattern, land erosion and increasing 
pressure of population. 

The struggle over these lands is con¬ 
tinuing since 1990. For example, in 
Gangaldai, police intervened in support 
of the landlord. Many villagers were ar¬ 
rested. landlords lodged several cases in 
Bhagalpur district court against 21 
villagers. In Chetharia Peer, businessman 
again prompted the police to take charge. 
In 1992 the whole new basti was burnt to 
ashes by the conspiring businessmen. In 
Sukumari Pahar, local henchmen and an¬ 
tisocial elements are trying to tcirorise 
villagers. The long course of legal suits is 
going on in the district courts in all these 
cases. 

The land liberation movement has 
taken quite an organised form with ,ae ac¬ 
tive party support. One successful event 
supported the other and a series ot 
demonstrations, rallies, dharnas have been 
organised in the last two or three years to 
challenge the onslaught of businessmen, 
landlords and the police. Although these 
lands have come under the control of the 
villagers there is always the threat of evic¬ 
tion in many areas. This tense situation 
is being countered by a constant mood ol 
agitation and organisational preparation. 
And this makes the movement tough and 
challenging. 

Khiridand is a typical backward village 
located about 35 to 40 km from the head¬ 
quarters of Bhagalpur district. There are 
about 150 families in this village. Most of 
them are landless farm labourers and 
sharecroppers. No big landlord lives in 
this village. A big trading concern in 
Ghogha Bazar owns nearly 200 acres of 
land just near Khiridand. The sharecrop¬ 
pers of the villages have been working on 
this land for the last 15 to 20 years. Since 
the last few years, the trading concern has 
beat selling this land in bits and pieces, 

. this process more than 25 share¬ 
croppers have been evicted in 1986. In the 
same year, the sharecroppers had organis¬ 
ed themselves under the banner of Kisan 
Sabha to protest against the eviction and 
to press for the recording of their share- 
cropping rights. According to Srinivas 
Mandal, a number of meetings were 
organised in the village. Several of the 
villagers have filed legal cases to protect 
their rights over nearly 60 acres of land. 


But the administration has not taken any 
step on their complaints and demands. 

The villagers then decided to claim the 
remaining land and thus save it from fur¬ 
ther sale. Villagers also decided to claim 
the crop standing on the land. When this 
happened, the entire repressive machinery 
geared up. Khero Devi told us that one 
morning in December 1987, armed police 
came to the village to arrest their leader 
Srinivas Mandal. The village women sur¬ 
rounded their leader and did not allow the 
police to arrest him even though the police 
beat the women with rifle butts. The 
police had to go away without arresting 
their leader because of this firm display 
of unity. Two hours later a bigger con¬ 
tingent of armed police reached their 
village. Villagers again faced them with 
courage. The police and some anti-social 
element who had also come there, fired 
on the unarmed women. 

In this firing S5-year old Matiya Devi, 
30-year old Suchita Devi (mother of two 
children) and newly-married Geeta Devi 
of 22 years were killed. Khero Devi and 
Pachiya Devi were also sustained by 
bullets and had to be admitted to a 
hospital Several other men and women 
were also injured. But this time also the 
police had to return empty-handed. Then 
the police and the trading families started 
implicating the villagers in false cases. 
Terror tactics were adopted. Villagers state 
that during these years some parts of the 
land also went out of their hand. Share¬ 
croppers’ rights were never registered. 
Every year the distribution of crops 
became contentious. The legal process is 
taking a long time and the net result has 
been that the villagers have succeeded in 
getting hold of a small area of land, hu> 
a large portion is still beyond their reach 

Nayan Sukh Nagar Musahari village is 
15 km north-east from Kahaigaon. All the 
50 families in the village are ’muaahar' by 
caste. Most of them are landless and 
without any other asset. One retired police 
officer from Bhagalpur owns a vast area 
of land near the village Musahari people 
have been cultivating this land as share¬ 
croppers for 25 years. The retired officer, 
with the connivance of patwari and local 
police grabbed six ‘bighas’ of land of 
musahars in the village 15 years ago. The 
villagers at that time did not dare to op 
pose him. In fact, they continued to work 
as sharecroppers on their very own land. 
When the Kisan Sabha came into exis¬ 
tence, villagers decided to liberate their six 
bighas of land. This was in 1990. First, 
they stopped giving a share of the crops 
to the landlord. Then the landlord reta 
liated by starting eviction of sharecrop 
pers. He along with his musclemen also 
started barricading the six bighas of land. 
Villagers destroyed the barricade and 
challenged the musclemen. 


At this stage, the landlord lodged 
complaint against the villagers. Police In*' 
tervened and tried to terrorise the villa* 
gers. In May 1991, the landlord with his\i|i 
armed group came to the land site and tiSk Jj 
ed the land. When the villagers resisttxJv.V'J 
he answered by firing at them. Kisku was ^ 
seriously injured in this firing. MaBjp|.;j 
women were severely beaten up. T1 hK$ 
police also lodged cases against the villa- ;,; j 
gers and arrested II people. Section 144 
was promulgated in the liberated area and 'tj 
other disputed areas and the CRPF was 
suddenly summoned to march through 
the village. Arrest warrants were issued ;;j 
against the Kisan Sabha leaders. For 
months, villagers were terrorised. The '] 
organisation tried to resist this suppres- ... 
sion by organising meetings, demonstra- 
(tons and other forms of protest. But the j 
march of the movement, in spite of all 
this, halted. Now the six bighas of libe- i 
rated land arc under police control, 
though the villagers are tilling the land 
and sharing the crop. But the other lands 
of the landlord are beyond the reach of 
the villagers. 

Dewari is a tribal village consisting of 
70 houses. In this village the Kisan Sabha 
activists Iklko Hambram, Lakhi Soren, < 
Durga Soren, etc, related how a big 
landlord family of Janaki Singh captured ", 
about 50 acres of land of the villagers a , 
long time ago. It is a long story of loss 
of land by tribals, indebtedness, poverty 
and illiteracy. But they did not have the 
courage to utter a word against the land¬ 
lord’s family. 

When the Kisan Sabha organised tribals 
in 1991, they decided to liberate their land. 
Armed with their traditional bows and ar¬ 
rows, the whole tribal basti took charge 
.•f their land and the standing crop. See¬ 
ing the militancy and organisation of the ’ 
tribals, the landlord’s family did not dare 
to do anything on its own The local police 
tried to intervene in favoui ol the land- 
laid- But the tribals successfully resisted ; 
this. Now Durga Soren and others claim ;*« 
that "they wilt initiate the struggle on V> 
other lands also, like gair-mozurva , | 
(government land), common land, etc”, 

The experiences of land liberation ■ 
movements are varied, with both victories , 
and defeat But one legacy is common. If 
the organisation takes up this issue aiu( 
struggles continuously, the villagers ac¬ 
quire great strength and are usually in an 
upbeat assertive mood. After almost 20 
years, the state leadership of left parties 
in Bihar has again raised the banner of 
land liberation struggles. They must rea¬ 
lise that this is not merely a slogan or a 
symbolic movement. Given the social ten¬ 
sions it is already generating in the state 
and its militancy, it is important to con¬ 
tinuously follow it up and understand its 
complexities and varied forms. 
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Communal Conflict after 1950 
A Perspective 

Asghar Ali Engineer 


Competitive communalism has proved dangerous for the country 
and damaging to the minority community. Even when minority 
communalism is defensive it provides legitimacy for majority 
communalism which in turn strengthens the former creating a 
vicious circle. 


THERE are different views about Hindu- 
Muslim relations in India. No view, the 
matter being extremely complex, can be 
above controversy. Also, the Hindus or 
Muslims cannot be treated as entirely 
homogeneous communities. Different 
traditions in the two communities play 
their own role in determining this relation¬ 
ship. There are orthodox and liberal tradi¬ 
tions as well as-theocratic traditions on 
one hand and, 'sufr and ‘bhakti' tradi¬ 
tions, on the other. There are, besides 
religious conflicts, conflicts of interests 
too. On occasions conflicts of interests 
sharpen religious conflict. Not only this, 
religion is often used to provide legiti¬ 
mation for conflicts of interests and thus 
what appears to be religious conflict may 
in fact be a cover-up for a conflict of in¬ 
terest. This is, of course, not to suggest 
that there has been no religious conflict 
between the two communities 

The fact that Muslim dynasties ruled 
over India for about eight centuries also 
colours this relationship. Liberal scholars 
have tried to show how Muslim influence 
had a benign effect on Indian culture and 
how the impact of Islam generated a com¬ 
posite culture. At least in north India, the 
centre of Muslim rule, no sphere of public- 
life could escape the Muslim influence. 

Interestingly, Hindu-Muslim conflicts 
are also of much greater intensity in the 
north. The reasons are not far to seek. 
Muslim invaders came from northern 
mountain passes and conquered northern 
parts of India. Thus the struggle for 
power between Hindu rulers and Muslim 
invaders took place in this region, leaving 
their bitter memories behind. No such 
power struggle took place in the south as 
Muslims came there mostly as traders. 
Again, it was in this region that the battle 
for the division of the country in pre-1947 
days was fought. This division was accom¬ 
panied by considerable bloodshed. 

The partition riots ranged up to 1948 
with some skirmishes occurring up to 
1950. The period from 1950 to 1960 pro¬ 
ved to be quiet with few riots being 
reported. There are several reasons for 
this. After the formation of Pakistan 
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Muslims were reduced to a much smaller 
minority and secondly a large number of 
Muslims were killed in partition riots on 
the Indian side (a large number of Hindus 
were killed on the Pakistan side) and they 
were in a state of terror. Muslims could 
hardly then assert themselves or compete 
with the Hindus politically or economical 
ly. The Muslims were too subdued in this 
period to provoke the Hindu ire. The other 
important reason was that the Muslim 
elite, both power elite and economic elite 
had migiated to Pakistan and those left 
behind could hardly offer any serious 
economic competition at least in the Vow 
belt’. 

Jabalpur, 1961 

The first major communal bombshell 
in the post-partition period exploded in 
Jabalpur in Madhya Piadesh m 1961 (see 
Communal Violence in Post-Independent 
India edited by Asghar Ali Engineer). One 
of the reasons for this riot was acute 
economic competition between a Hindu 
and a Muslim bidi manufacturer in the 
town. The Hindi press played an inflam¬ 
matory role. It all started with the daugh¬ 
ter of the Hindu bidi manufacturer falling 
in love with the son of the Muslim bidi 
manufacturer. The Hindi press, at the in¬ 
stance of the daughter's father described 
it as a Muslim boy attempting to rape a 
Hindu girl. Muslims were killed in this riot 
and they were terrorised by the armed 
police. The llrdu press catried many 
stories of police atrocities. A team of 
senior journalists from Bombay investi¬ 
gated the Jabalpur riot and mainly blam¬ 
ed the Hindi press for provocation. S B 
Kolpe, a senior journalist from Bombay 
who visited Jabalpur wrote, “Most of the 
newspaper reports were identical, obvious¬ 
ly emanating from the same source. On 
reaching Jabalpur .. I found that two or 
three stringers working jointly for several 
national dailies were responsible for these 
reports which had a damaging effect on 
the political life of a nation as a whole. 
Only one of the three knew enough 
English to write readable reports. The 

EcMoi, 

. - i - ’- v ■- i 


others copied these with minor changes!* 
Kolpe further informs us: "The facts 
reported were collected from the local 
police who were not free from communal 
bias, and no reporter ever bothered to 
verify the ‘facts’ doled out to him. Since 
1 was known to most senior journalists in 
Jabalpur as an activist of the working 
journalists’ trade union movement, I had 
no difficulty in mixing with the local 
fraternity!’ 

The Jabalpur riot was so severe that 
Jawaharlal Nehru took theTnitiative of 
setting up the National Integration Coun¬ 
cil to promote emotional integration in the 
country. Nehru thought a body like this 
wourd succeed in bringing about some 
measure of accommodation between 
Hindus and Muslims. 

The Muslim leadership was greatly per¬ 
turbed by this fresh outburst of communal 
violence in post-partition India. They were 
far from aggressive in this phase. So far 
they had looked to Nehru for protection 
and security. However with the emerging 
forces in the political scene Nehru also 
appeared to be a helpless spectator. Some 
Muslim leaders like Faridi, a former socia¬ 
list and Syed Mahmood who was very 
close to Nehru and was minister of state 
in the foreign ministry, felt disillusioned 
with the Nehruvian policy and formed 
Majlis-e-Muxhawaral, a consultative body 
of various Muslim groups and political 
parties. The Mushawarat was not a poli- 
tteal party of Muslims. It was the first 
attempt, in the post-independence India, 
to bring together Muslims to pool their 
energies and intellectual powers not only 
to find solution to their problems but also 
to exert pressure on the political system 
for realising their demands. The Urdu 
press by and large welcomed the move and 
published articles and editorials to thi r 
effect. But it also sent alarm signals to 
Hindu communalists and right-wingers. 
Though the Muslim masses had taken no 
initiative in ilie formation of Pakistan all 
Muslims in'lndia were seen guilty ot crea¬ 
tion of Pakistan by communal Hindus 
and any attempt on the part of Muslims 
to form any body with political implica¬ 
tions was seen as an attempt to create 
another Pakistan. 

The formation of Majlis-e-Mushawarat 
was also seen in this light by the national 
press, especially the Hindi press, despite 
assertions to the contrary by the Musha¬ 
warat leaders. The Mushawarat started a 
debate about the plight of Muslims in 
post-independence India but could hardly 
succeed in achieving anything. There was, 
of course, no question of its success in 
stopping communal riots. Even leaders 
like Zakir Husain who subsequently 
became president of India could not 
achieve much. After the death of Maulana 




Abul Kalam Azad, a towering Muslim 
leader who had fought against idea of 
Pakistan and had seen its harmful effects 
for Indian Muslims, Zakir Husain was the 
senior-most Muslim leader of high creden¬ 
tials. He was close to Nehru and also en¬ 
joyed respect from Muslims though a 
small section of angry Muslims saw him 
and similar other Muslims holding power 
in the Congress ministry as mere show- 
boys. 

After Jabalpur a chain of riots broke 
out in Ranchi, Jamshedpur, Aligarh and 
other towns. The immediate cause was the 
stream of Hindu refugees coming from 
the erstwhile East Pakistan. In Jamshedpur 
and Bhilai steel factories some Muslim 
workers were thrown into steel furnaces 
and burnt alive. These riots continued up 
to 1965 when war with Pakistan broke out. 
Nehru in his last meeting with senior IAS 
officers described communalism as the 
greatest internal enemy of India but was 
helpless in preventing these riots. All 
the states where riots broke out were 
Congress-ruled and yet he could not per¬ 
suade his own party chief ministers to 
curb communal violence. Majlis-e-Musha- 
warat at best could submit memoranda 
and issue statements. Zakii Husain’s per¬ 
sonal intervention could bring no relief 
either. At the most Muslim leaders could 
threaten to vote against the Congress. But 
there too, Muslims had hardly any alter 
native. There was no strong secular op¬ 
position party which could replace the 
Congress in the states or at the centre. 

It was only in 1967 when some opposi¬ 
tion parties combined to provide a united 
front that such an opportunity arose. The 
Congress was voted out of power in some 
states including the UP, the most popu¬ 
lous state of the cow belt where the 
Muslim population is around 15 per cent. 
Muslims voted against the Congress in 
protest against the Congress apathy 
towards their plight. But then Jana Sangh, 
a Hindu communal party, was part of this 
SVD (United Front) government. 

However, in 1968 the Congress was re¬ 
juvenated by Indira Gandhi. She nationa¬ 
lised major banks with a stroke of pen and 
won laurels from Indian people. Her 
slogan ‘gharibi hatao’ electrified the at 
mosphere and she became an unquestion¬ 
ed leader of the Indian masses. In order 
to woo Muslim masses, she laid great em¬ 
phasis on secularism. t For her electoral 
arithmetics, Muslim and Harijan (now 
called ‘dalit’) votes were of importance. 
Both Muslims and dalits were totally op¬ 
posed to the Jana Sangh. Thus Muslims 
and dalits readily rallied around Gandhi. 

The Jang Sangh was extremely worried 
by the left-wing , policies of Gandhi and 
more so because of her popularity among 
Muslims and dalits. They could counter 


Gandhi only by engineering serious'com¬ 
munal trouble in the country which they 
did in Gujarat. The Gujarat riots explod¬ 
ed on the Indian political horizon with 
such tremendous force that the whole 
atmosphere changed in the country. Law 
and order being the state subject Gandhi 
was totally helpless. Moreover, Gujarat 
was ruled by the opposition Congress and 
any intervention by the centre would have 
been easily construed as politically 
motivated and Gandhi at that stage could 
not afford any adventurist action. Our in¬ 
vestigations show more than a thousand 
people perished in Ahmedabad alone. 

Ghanshyam Shah, a reputed political 
scientist from Gujarat, depicts one of the 
scenes in the riot torn city of Ahmedabad 
which shows the mob-fury: “A gruesome 
episode in the afternoon (of September 
20, 1969) brings out the depth of animosi¬ 
ty against the Muslims. A young Muslim, 
enraged by ihe destruction of his property 
said he would take revenge. Upon this the 
crowd seized him, showered blows on him, 
and tried to force him to shout ‘Jai Jagan- 
nath’. Staying firm, the youth refused even 
if that meant death. To this someone in 
the crowd responded that he may indeed 
be done away with. Wood from broken 
shops was collected, a pyre prepared in the 
middle of the road, petrol sprinkled on 
the pyre as well as on the youth, and he 
was set alight with ruthless efficiency. 
What is remat kable is that there was no 
resistance from any Hindu. The wails of 
the Muslim inhabitants of the area were 
drowned in the celebration of the incident 
by the Hindus.” 

The then Jana Sangh had created a 
strong anti-Muslim atmosphere in the 
country. A resolution was passed in its 
conference in Ranchi demanding Indiatn- 
sation of Indian Muslims thereby imply¬ 
ing that the Muslims in India were alien 
and had not adopted Indian culture and 
did not respect Hindu dieties. Surprisingly 
some national dailies wrote editorials in 
support of this demand and compared it 
with the demand for Indianisalion of ser¬ 
vices during the British period, quite a 
false comparison. Also, the Hindus 
strongly resented the fact that Muslims 
were not prepared to accept change in 
their personal law. In response to a de¬ 
mand for a uniform civil code, Muslims 
formed the Muslim personal law board in 
the late 60s to protect their shari’ah law 
according to which they could marry up 
to four wives and could seek unilateral 
divorce. The government had to assure 
Muslims that it had no intention of in¬ 
terfering with Muslim personal law. This 
was construed by the Hindus as ‘appease¬ 
ment’ of Muslims, lb this day this remains 
a sour point and the BJP has begun to 
describe Nehruvian secularism as ‘pseudo 
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secularism’ and describes its own wrsion- 
of secularism as ’positive secularism’. >, 

Emergency and After 

Several major riots took place around' 
this time, the worst being the BhivandS- 
Jalgaon riots of 1970 in which not lets .: 
than 400 people died. However, the period 
until 1977 was comparatively quieter. 
Gandhi declared emergency in 1975 which' 
continued up to 1977 when general elec¬ 
tions were declared. During the emergency/, 
both Hindu and Muslim communal par* - 
ties were banned and there were hardly 
any major riots. However, in the 1977 elec¬ 
tions the Congress was voted out of power 
and the Janata Party which again includ¬ 
ed the Jana Sangh and other centrist par¬ 
ties came to power. The Muslims also had 
greatly suffered during emergency due to 
excesses in enforcing family planning 
measures and enthusiastically voted for 
the Janata Party. The Jana Sangh leaders, 
before merging with the Janata Party, 
took an oath at Mahatma Gandhi’s 
‘samadhi’ (memorial) that they would 
renounce communalism and adopt the 
Gandhian programme. The Muslims, tired 
of the Congress rule, accepted the profes¬ 
sions of the Jana Sangh leaders and voted 
massively for the Janata Party at least in 
the north where they had suffered most, . 
The prayer-leader of the Jam’i Masjid, 
Delhi, popularly known as the Shahi 
Imam, emerged as a strong Muslim leader 
who lent his support to the Janata Party, 

The emergence of the Shahi Imam was 
an unfortunate development for the 
Indian Muslims. He had neither partici¬ 
pated in the freedom struggle nor had any 
worthwhile knowledge of intricacies of the 
Muslim problems, much less any experi¬ 
ence of evolving proper strategies. He 
adopted aggressive postures towards the 
Janata government and was soon alie¬ 
nated from its leaders. The Janata govern¬ 
ment did not last long as there was neither 
any ideological cohesion nor any unity of. 
purpose among its constituents. The com¬ 
munal problem surfaced once again and 
major riots broke out in the north in Jam¬ 
shedpur, Aligarh and Benaras. Muslima 
were once again at the receiving end. 

When the Janata government at last fell 
under its own weight the Shahi Imam too 
showed political opportunism in the en¬ 
suing elections in 1980 and supported the « 
Congress. Muslims too once again sup¬ 
ported the Congress Party and Indira 
Gandhi was voted to power. However, she 
remained unsure of Muslim support and 
tried to woo the emerging Hindu middle 
castes. 

There were a series of major riots par¬ 
ticularly in Muradabad in 1980 and in 
Biharsharif in 1981. Another Muslim 
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leader Syed Shahabuddin began to emerge 
on the political scene. He was brought into 
politics by the Jana Sangh leader Atal 
Bihari Vajpayee who was foreign minister 
during the Janata regime, Shahabuddin 
resigned from the foreign service and join¬ 
ed the Janata Party. Though well inform¬ 
ed, dynamic and shrewd, he was inexperi¬ 
enced in politics and was ambitious to 
emerge as the sole Muslim leader. He 
achieved prominence in the early 80s and 
gave aggressive statements on the Bihar- 
sharif riots and also on the issue of con¬ 
version of a few hundred dalits to Islam 
in Tamil Nadu popularly known as 
‘Mecnakshipuram conversions’ This was 
fully exploited by the communal Hindus 
led by the Vishwa Hindu Panshad, RSS 
and BJP to cominunalise (he Hindu mind 
in India. The aggressive siance assumed 
by the new Muslim leadership had a very 
adverse effeci on the Hindu psyche. 

A minority—it may be ethnic or reli¬ 
gious—has lo adopt ptoper strategics for 
its own safety and security If it adopts 
an aggressive stance, even for ils legitimate 
demands, it ends up by further antagonis¬ 
ing the majority community Even the 
legitimate demands must be couched in 
a well-thought out manner. This is some¬ 
thing which the new Muslim leadership 
could not properly appreciate. A proper 
strategy for minority demands becomes 
all the more necessary il the majority 
community, for historical reasons, is 
already hosiile towards it. In case of 
Muslims there was one more lactor they 
were seen as being responsible lor the divi¬ 
sion of the country in 1947 

The new Muslim leadership did not 
realise these intricacies and began to piess 
its demands more and more aggressively. 
Moreover, new taclois were emerging on 
the political and economic scene. By <hc 
early 80s the population ot Muslims ha.; 
doubled (now they were 80 million as pei 
1981 census) and hence had gained poll 
tical significance. No parly aspiring to 
come to power could ignore this vote bank 
and hence the centrist parties sought to 
woo them and conceded their religious 
demands like preserving Muslim personal 
law. Muslims were thought to be voting 
en bloc and any party securing their votes 
was certain to come to power. 

For the BJP this was highly frustrating. 
Also by the 80t> a small section of Muslims 
in the north, specially those areas which 
were traditional centres of Muslim ar¬ 
tisans like Meerut, Aligarh. Moradabad, 
Benaras, Azamgarh, etc, became pros¬ 
perous by developing entrepreneurship on 
a'small scale and this section of Muslims 
began to adopt a high profile style of 
politics, and was led by the newly 
emergent leadership. It was this leadership 
which led two major movements, i e, the 


Shah Bano movement and the Babri Masjid 
movement in an aggressive manner which 
made the average Hindu hostile towards 
Muslims. 

Shah Bano Controversy 

Shah Bano was a Muslim woman who 
had filed a case under section I2S of the 
Criminal Piocedure Code for mainten¬ 
ance, against her husband from whom she 
had sepaiated. She was awarded main¬ 
tenance under this law by the Madhya 
Pradesh High Court. Her husband filed 
an appeal against this judgment in the 
Supreme Court claiming that the high 
court judgment was tn violation of the 
provisions of Muslim Personal Law accor¬ 
ding to which a divorcee was entitled to 
maintenance only for a period of three 
months called ‘iddah’ period whereas 
under CrPC, section 125, maintenance to 
a divorcee is to be paid by the husband 
for life or until she remarries. The 
Supreme Court, however, upheld the lower 
court judgment arguing that it was given 
under a common secular law and that as 
argued by the Shah Bano’s advocate it is 
in keeping with the Quranic verse 2:241. 
The Supreme Court did not accept the 
plea by the advocate of the Muslim Per¬ 
sonal Law Board that it was violative of 
Muslim Personal Law. 

Muslim leaders protested against the 
Supreme Court judgment saying that it 
was interference in the Muslim Personal 


Law and that the Supreme Court had no 
right to interpret the holy Quran . 'The 
liberal and progressive Muslims supported 
the judgment arguing that it was a ques¬ 
tion of Muslim women’s rights and that 
the judgment, delivered under the com¬ 
mon criminal law of the country must be 
respected. However, liberal Muslims were 
a small minority. The protest movement 
against the Supreme Court judgment soon 
gathered momentum and acquired aggres¬ 
sive proportions. large numbers of 
Muslims came out on the streets to pro¬ 
test and to demand that either the 
Supreme Court judgment be declared in¬ 
valid or the law be changed exempting 
Muslims from the provisions of CrPC, 
section 125. 

This aggressive protest against a com¬ 
mon criminal law of the country was 
strongly resented by the Hindus. They also 
made it an issue of women's rights. The 
left parties also made it a question of 
strengthening secular forces in the country 
and opposed the Muslim orthodox view 
that a Muslim woman could not, on being 
divorced, claim maintenance beyond the 
iddah period. But the Muslim leadership 
stood its ground and put tremendous 
pressure on the Rajiv Gandhi government 
to change the law. The government ac¬ 
cepted the Muslim demand and enacted 
the Muslim Wfomen (Protection on Divorce) 
Law which exempted Muslims from appli¬ 
cation of CrPC, section 125. 
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Much before the ink of the new law was 
dry, a new controversy arose. Under pres¬ 
sure from Hindu fundamentalists, the 
doors of the Babri Masjid, closed for 
more than four decades were thrown open 
to the Hindus to worship Lord Rama 
whose idol was installed inside the mosque 
during partition riots in 1948. Some 
knowledgeable sources even maintain that 
the Rajiv Gandhi government did a trade¬ 
off and acceded to Muslim fundamenta¬ 
lists' demand to enact Muslim Women's 
Bill and conceded Hindu fundamentalists’ 
demand to throw open the doors of the 
Babri Masjid. Whatever be the case the 
fact remains that another Pandora’s Bos 
was opened. 

Hindu communalists had acquired a 
legitimacy of sorts thanks to the Shah 
Bano movement. They now sought to fur¬ 
ther consolidate their position through 
the Ram Janmabhoomi movement which 
claimed that the Hindu deity Ixird Rama 
was born at the spot where the Babri Mas¬ 
jid stands today and that in 4th centuiy 
AD a Hindu ruler Vikramaditva had con¬ 
structed a temple commemorating Rama's 
birth. This temple was demolished by 
Babar, the Mughal ruler when he con¬ 
quered the province of Awadh and at his 
command a mosque was constructed mere 
and was known after the emperor as Babri 
Masjid. 

Senior historians in India have effec¬ 
tively challenged this point of view and 
have tried to show that there is no proof 
that Rama was born at that spot nor that 
any temple existed at the spot where Babri 
Masjid stands today. However, the ques¬ 
tion was no longer an historical one. It 
had acquired serious political proportions. 
The BJP reaped its political harvest in the 
1989 election by increasing its strength in 
the Lok Sabha to 80 seats. 

In this controversy too, the Muslim 
leadership played no less an aggressive 
role. They organised many meetings, 
rallies and conferences. Syed Shahabuddin 
even gave a call for boycotting the 
Republic Day celebrations on January 26, 
1987. It again had a very adverse impact 
on the Hindu mind. It was construed as 
a declaration of disloyalty towards the 
Indian Republic. Of course Shahabuddin 
had to withdraw his boycott call under 
pressure from liberal and progressive 
Muslims but the damage was done. In the 
period many communal riots took place 
in UP, Bihar, Madhya Pradesh, Rajasthan, 
Gujarat, etc. Now the arena of communa- 
lisation was so wide that even the south 
was deeply affected and riots broke out 
in some states like Karnataka, Tkmil Nadu 
and even Kerala, normally the leftist 
stronghold. In places like Bhagalpur in 
Bihar the casualties were very high and 
800 to 1000 people died in communal 
violence in October-November 1989 most 


of whom were Muslims. 

The tenth Lok Sabha elections in May 
1991 were mainly fought on the issue of 
Ram Janmabhoomi-Babri Masjid and all 
important and basic issues facing the peo¬ 
ple were pushed to the background. The 
BJP felt that it had a chance to come to 
power by playing up the Ram Janma¬ 
bhoomi controversy and, if one goes by 
the statements of the BJP leaders, they 
perhaps felt this controversy would see 
them into power both at the centre and 
in some of the northern states. Though 
they captured powet in UP they could not 
make it to the centre. 


IN spite of the excellent individual 
scientific talent available, we in India have 
not succeeded in creating and sustaining 
a healthy scientific community. Though 
explanations lie in inacro-societal pheno¬ 
mena, efficacy ot practical action would 
lie in our ability or inability to organise 
and manage scientific research. 

This is even more true for management 
research than research in physical or life 
sciences. This is because management 
research is supposed to take a deep and 
critical look at the way we are managing 
our organisations, projects, programmes, 
etc. In other words management research 
wishes to explore this use, abuse, and 
future potential of managerial or ad¬ 
ministrative power for societal/human 
good. Unfortunately we have failed to ap¬ 
preciate these special factors in organising 
and managing management research and 
education in our country. 

Actually, a good beginning has become 
a major drag. The discipline of manage¬ 
ment is a product of American soil hence 
it was good to have their support in 
establishing the first two institutes of 
management in the country. But unfor¬ 
tunately they continue to be seen as the 
role models. Further, they have tended to 
remain isolated self-contained islands and 
have not created a genuinely open com¬ 
munity for management research. They 
also failed to see the necessity of moving 
beyond borrowed theories. It is to our 
discredit that we failed to see the fun¬ 
damental difference between natural and 
social sciences; we have largely remained 


Thus we see that competitive cornrou- 
nalism proves most dangerous for the 
country and for the minority community. 
Even if minority communalism is defen* 
sive (though it is not always so as shown 
by the Shah Bano controversy) it provides 
legitimacy for majority communalism 
which in turn strengthens minority com¬ 
munalism thus creating a vicious circle 
which is difficult to break. It is unfor¬ 
tunate that though the Indian state is 
secular, religion has come to acquire a 
premier place in Indian politics. Nothing 
could be greater disaster for this multi- 
religious and multi-ethnic society. 


blind to the fact that India is a complex 
society and provides unique opportunities 
and challenges to basic and applied 
management research. Hence our best 
management scientists have remained west 
oriented. 

Two other factors have exacerbated this 
myopia in management institutions. First¬ 
ly, Indian corporate and non corporate 
organisations have shown similar blind¬ 
ness and looked for quick-fixes from 
western management technologies either 
directly from western consultants or via 
the two elite institutions. Just as physical 
technologies need to be adopted after im¬ 
port, management technology would need 
much more of modification. And as the 
example of Japan has shown there can 
even be radically different approaches to 
management more suited to the local en¬ 
vironment. Just as Indian management 
academicians, Indian organisations have 
also failed to invest in documentation of 
successful adaptation as well as develop¬ 
ment of locally-suited recipes for 
management. 

The third and most pernicious influence 
on the development of indigenous 
management sciences has been their sub¬ 
jugation under a governing system, 
dominated by that least effective of 
modern organisations—public bureau¬ 
cracy—for innovative and developmental 
work. Due to the lack of sponsorship for 
research from private enterprises, the 
society has to initially fund management 
research from public funds but that ought 


Crisis of Management Research 
in India 

Kajen K Gupta 

Management education in India has suffered because of the 
neglect of relevant research in the discipline and the lack of 
initiative in developing indigenous insights. 


< August 22, 1992 


1785 



not to become an instrument for govern¬ 
ing a vital system ineffectively. Research 
in equally vital and regionally peculiar 
agricultural sciences has been better 
managed through international centres for 
research under international supervision. 
Why can not this be so for even more vital 
and sensitive sciences of management? 

Where do we go from here? First and 
foremost we need to recognise the paradox 
that though for quite sometime to come 
public funds would be needed for 
management research, because they ques¬ 
tion existing managerial power structures 
they need to be made more autonomous 
than even the fourth estate The fortunate 
side of the story, for those who may fear 
that management scientists may go 
berserk with public money, is that 
management sciences are much less 
capital-intensive than research in science 
and technology. Investment required for 
a single project developing a light com¬ 
mercial aircraft or a modified version of 
a battle tank can make a management in¬ 
stitution financially self-reliant for all time 
to come. But, of course, their governance 
system may be carefully designed to be of 
international standing and professional 
repute. This would have implications for 
the selection of their directors and the 
members of the governing boards. 

Another necessity may be to create an 
independent body to dispense major 
funding for management research. Given 
their crucial nature for better utilisation 
of other national resources, management 
and organisational sciences ought to be 
separated from social sciences in general 
on the one hand, and technical education 
on the other. This is noting the fact that 
for some purposes management is sub¬ 
sumed under Indian Council for Social 
Science Research and for some under the 
All India Council for Technical Educa¬ 
tion. The best way to starve or kill a new 
innovation is to club it with what has 
become routine. We must realise that ge¬ 
nuine indigenous sciences for manage¬ 
ment and organisations are still in their 
infancy. All over the world recognition of 
the societal specificity of these sciences is 
not more than two decades old. 

Having talked of the funding and 
governance let us now move on to the 
question of creating a country-wide 
academic community. For some peculiar, 
perhaps pound-foolish-and-penny-wise 
reasons, we have largely created manage¬ 
ment teaching centres incapable of con¬ 
ducting the required management 
research. Perhaps it had a logic when it 
was believed that all the managerial 
wisdom was available on tap from 
America. Now it seems like a major ig¬ 
norance to believe that we need to only 
develop Indian cases and examples to il¬ 
lustrate and drill-in American theories. It 
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must be recognised that management is 
far from a developed discipline, that it is 
truly multidisciplinary, an0 that its ap¬ 
plication presupposes intervening in the 
existing socio-political realities more 
directly than other applied sciences. 
Hence you need management scientists 
who are simultaneously academically 
rigorous'and socio-politicaHy astute with 
levels of integrity not yet demanded from 
other scientific professionals. Social ethics 
are desirable in other scientists but essen¬ 
tial for management scientists. Hence the 
recruitment process is more demanding. 
Commensurate societal recognition ought 
to come their way through pay scales, 
perquisites, and other mechanisms for 
recognition. 

On the supply side, in our country, we 
have yet to develop a desirable system for 
accrediting management researchers and 
educationists. The elite institutes of 
management are yet to stabilise a smooth 
flowing doctoral programme. Most of the 
faculty is drawn from older disciplines, 
and western degrees continue to hold away 
on our mind even when the subject matter 
is more contextual. The university depart¬ 
ments of management are largely a 
renaming of commerce departments with 
a skeleton faculty who must teach widely 
different sub-disciplines with little time or 
resources (or perhaps inclination!) for 
rigorous theoretical and empirical work. 
Even the institutes of management have 
single digit populations in each major 
functional area or sector each of which 
would have dozens of important themes 
to specialise on. 

This brief analysis indicates that we 
neither have a critical mass for launching 
indigenous sciences of management nor 
have we developed a good doctoral pro¬ 
gramme to create such a pool. This distur¬ 
bing fact should direct us to think afresh 
about the size of management faculties, 
structuring of doctoral programmes, pool¬ 
ing of scarce resources into thematic cen¬ 
tres of excellence (without losing the 
multidisciplinary ethos), creation of new 
more management-relevant themes for 
research in basic disciplines (for example 
we grossly lack sociologists and anthro¬ 
pologists interested in organisations), in¬ 
novative linkages between management 
institutions and universities, etc These are 
macro-issues demanding creative co¬ 
ordination at the apex level bodies such 
as UGC, ICSSR, with newly created apex 
bodies for management sciences. Equally 
necessary would be the support of the 
federations of business organisations. 

All these are some kinds of prerequisites 
for really launching genuinely indigenous 
management sciences. But ultimately we 
need to create a vibrant and rigorous 
academic community of management 
scientists. We may not want to emulate the 


ethos of the Indian Science Congress, but 
nor can we do without periodic academic 
events for such a large country with com¬ 
plex managerial problems. Practising 
professionals have their national bodies 
in various fields of management such 
as marketing management, computer 
sciences, personnel management, human 
resource development, etc, but only a 
handful of academicians are closely in¬ 
volved in a rigorous way with these bodies 
and tend to be ‘prima donnas* in unrivall¬ 
ed conferences and ‘melas’. There is little 
open debate about the rigour and rele¬ 
vance of each other’s work while pre¬ 
dominantly foreign (mainly American) 
studies are cited in our academic writings. 
Hence there is a great need to pull out the 
elite faculty of management institutions 
to create an arena for open discussions 
and debate. This debate ought to include 
debate on conceptual and methodological 
aspects which has been largely, missing 
even from the written output of Indian 
management scientists. This would require 
a high level of commitment and tough- 
minded co-ordination at the highest levels 
in the field of management education and 
research. 

A very peculiar aspect of management 
sciences is that though experimentation 
has been the hallmark of sciences since 
the time of Francis Bacon, it is most dif¬ 
ficult to create a scientific laboratory for 
management. It was not very difficult in 
physical sciences, and not impossible in 
life sciences, but due to a highly conscious 
and involved nature of managerial activity 
you can never simulate some crucial 
aspects of it in a laboratory. Hence you 
need the actual organisafions and large 
complex public systems to become availa¬ 
ble for genuine experimentation. This 
points towards the necessity of various 
kinds of action research, which requires 
new attitude from academicians, funding 
bodies, client organisations, and research 
accrcdition bodies. Action research is less 
certain, requires more complex skills, is 
more time-consuming and appears to be 
humanly more risky. But is there a better 
option? If not, it would require a' new 
awareness and widespread commitment to 
management research from -various sec¬ 
tions and institutions of the society. 

In short we need to attract the best and 
most committed talent of the country to 
management sciences,-provide them with 
truly respectable governing bodies, assure 
them of minimum necessary financial 
resources to make them feel autonomous, 
satisfy their information needs through 
computer-linked fast access international 
data bases, and create social mechanisms 
to critique and reward societally relevant 
achievements. For this we need to act 
beyond tinkering with the ill-sized hand¬ 
ful of the institutes of management. 





The Alternative Rio Summit 

Mukund Govind Rajan 


While the June deliberations of the governments of 172 states on 
ways of achieving sustainable development for all in Rio de 
Janeiro have received worldwide attention, events occurring 
elsewhere in the city simultaneously, the 1992 Global Forum and 
the activities organised by the International NGO Forum, have 
gone relatively unnoticed. 


THE Global Forum provided an oppor¬ 
tunity to various groups and constituencies 
to express their views and ‘demonstrate 
their willingness and commitments to 
share the responsibility for effecting 
change*. Thus, groups as diverse as the 
Osho Spiritual Health Organisation, 
Auroville, Greenpeace, the International 
Campaign for Tibet, the Royal Institute 
for International Affairs, and the World 
Bank, all gathered together at the Global 
Forum, located mainly in the picturesque 
Flamengo Park in the centre of Rio. The 
International NGO Forum co-ordinated 
an alternative treaty process, whereby 
NGOs produced treaties on many of the 
issues being discussed by the governments 
as well as some issues not discussed by the 
governments, such as militarism and the 
environment. The International NGO 
Forum also organised a series of hearings 
where governmental delegates faced-off 
against NGO representatives on con¬ 
troversial issues such as the biodiversity 
convention and the role of the World 
Bank in environmental protection. 

It is, of course, understandable, that 
much of the media’s attention was focus¬ 
ed on the activities at Riocentro. Indeed, 
as the conference began, one tenaed to 
feel that separate dialogues were taking 
place irt Riocentro and Flamengo Park— 
the realists at Riocentro negotiating 
carefully and clutching the selfish, narrow 
interests of their respective states close to 
heart, and the idealists at Flamengo Park 
looking forward to a world of real co¬ 
operation between peoples, undivided by 
national boundaries. This feeling was 
enhanced by the physical separation of 
Riocentro, 30 km outside the city, from 
Flamengo Park, in the centre of the city. 
At times, it seemed that the NGOs and 
environmentalists were not in touch with 
the international political reality. The 
financial difficulties faced by the Global 
Forum (at one point, the power was swit¬ 
ched off and translation facilities were 
stopped on account of non-payment of 
bills) and the International NGO Forum 
seemed to testify to their effective 
marginalisation. 

By the end of the conference, however, 
one had begun to appreciate the contribu¬ 
tion which the Global Forum arid Inter¬ 
national NGO Forum were making to the 
environment and development debate. 


They provided a voice to those left out of 
the Riocentro dialogue, and a space for 
them to publicise their activities. And the 
long-term visions of prominent en¬ 
vironmentalists and public figures, 
espoused in lectures, seminars and 
workshops at these fora, gave hope to 
many that even though the official con¬ 
ference had become a political bat¬ 
tleground for states, there were responsi¬ 
ble and respected voices impacting in in¬ 
creasingly important ways on the political 
process and effecting change. An upbeat 
mood was thus created, that what was 
happening at the Global Forum was, in 
Jonathan Porritt’s words, 'at least as im¬ 
portant as what is happening at 
Riocentro’. 

Amidst the tremendous diversity 
among NGOs, one could trace many 
shared concerns. A sample of some of 
these concerns and the views expressed 
about them follows. Rather than looking 
at these as a mosaic of disparate elements, 
it would be best to treat them as a collec¬ 
tive set of guidelines pointing the way to 
future human development. 

At a conference whose main agenda 
was to proclaim the allegiance of states to 
the concept of ‘sustainable development’, 
it was predictable that there would be 
some who would express doubts about 
such a concept. For David Brower, 
founder of the environmental group 
Friends of the Earth, the notion that there 
was such a thing possible as ‘sustainable’ 
development was false. Similarly, for Jose 
Lutzenberger, president of the Gaia Foun 
dation and former environment minister 
of Brazil, the dogma of sustainable 
growth was ‘absurd’. The dogma of pre¬ 
sent economic thought was that any 
economy was healthy only so long as it 
grew. And this, allied with a dominant 
capitalist ideology based on ‘rapacious’ 
tendencies, would cause the system to 
‘self-destruct’. For Brower, the principal 
reason for the failure in terms of sus¬ 
tainability of conventional economic 
policies was the ignorance by economists 
of two important questions: what would 
such policies cost the earth? and, what 
would such policies cost the future? 

For Brower and Lutzenberger, the way 
forward was not to coin new slogans, but 
to propagate values in society reflecting 
greater concern with the consequences of 


human actions for the environment. And 
the main target of such inculcation of 
values ought to be children. For senator 
Albert Gore, former US presidential can¬ 
didate, societal values which had to 
change included the belief that the earth 
was big enough to take care of all human¬ 
kind’s needs, and the attitude of ar¬ 
rogance which fed the belief that man 
ought to control the earth. For another 
US presidential candidate, Jerry Brown, 
values which had to change included the 
suppression and exploitation of women. 
Thus, for Brown, 'empowerment, educa¬ 
tion and independence of women’ must 
be atnhe very top of any environmental 
agenda. 

Changing society’s values is never easy. 
Thus, for Gore, the biggest obstacle to be 
surmounted was ‘despair—the feeling that 
as isolated individuals we are incapable of 
effecting change. In this context, Jonathan 
Porritt, former director of Friends of the 
Earth UK. and director of the ‘Tree of 
Life' project at the Global Forum, argued 
that apocalyptic prophecies of ‘doom and 
gloom’ would not serve the environmen¬ 
tal cause well. Rather, environmentalists 
ought to lift up examples of hope and en¬ 
couragement and, in fact, this was the * 
‘best contribution’ the Global Forum 
could make. In a similar expression of 
optimism, Lutzenberger said that en¬ 
vironmentalists must take heart that the 
very holding of a conference such as 
UNCED was evidence of groundswell of 
support building up for environmentalism. 

it was interesting to see at Rio how far 
environmentalists have come, from being 
relatively limited in their representation of 
different environmental interests, to 
developing a holistic conception of human 
development, politics, ethics and so on. 

It seemed entirely^tatural to hear Wangari 
Mathai, Jerry Brown and Jonathan Porritt 
address questions such as democracy, 
human rights and corruption. Wangari 
Mathai was one of the most impressive 
speakers from the south. Released from 
jail recently, and clearly influenced by her 
involvement in the struggle for multi-party 
democracy in Kenyan politics, Mathai * 
devoted a considerable part of a speech 
on militarism and the environment to 
decrying the exploitation of people by 
their leaders, and the failure of people to 
rise up against their rulers. She claimed 
that the Kenyan government was trying to 
stir up inter-tribe rivalries in order to 
cancel multi-party elections. The implica¬ 
tion of such an action, if successful, 
would be that Africans were not mature 
enough to handle democracy, (in an in¬ 
teresting aside, complaining about the bias 
in the reporting of events in Africa as op¬ 
posed to the rest of the world, Mathai 
queried the reference to ‘tribes* in Africa, 
whereas these became ‘ethnic commu¬ 
nities' in, for example, Yugoslavia, which 
is facing similar troubles.) Hence, this had 
to be resisted strongly by the people. 


* AtHVst.U, 1992 
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Mathai also uged environmentalists to get 
involved in the human rights movement— 
she asked how we could be concerned with 
the biodiversity of species when we could 
not accommodate the biodiversity within 
our own species? Echoing Mathai’s sen 
timcnts, Jerry Brown claimed that greed 
and money in politics have caused ‘greed- 
lock’, a situation in which vested interests 
arc thriving at society’s expense Brown 
also called for more democracy every¬ 
where, not just in the third world, but also 
in the first world, in places like I os 
Angeles in the US (where race riots bioke 
out recently), and for greater emphasis by 
the environmental movement on human 
rights. 

An issue which received relatively little 
attention at Rio but promises to become 
a ‘can of worms' in Jonathan Pot rut's 
words, was corruption in the third world, 
and the misuse of aid given bv the rich 
states. According to Pori itt, the majority 
of people in the rich world do not favour 
giving more cash to the third world, 
especially when they believe it is siphon¬ 
ed off by corrupt politicians Howevei, at 
Rio, where many donors were sitting 
check by jowl with some of the most coi- 
rupt leaders of the third world, there was 
a conspiracy of silence over the issue of 
corruption. There was complicity between 
the north, the south, and the N(JOs in not 
discussing corruption' the north felt the 
need to be more tolerant, it saw corrup¬ 
tion as the south's problem, and often it 
was in the noith's interests to prop up cor¬ 
rupt puppet regimes in the south. The 
south did not discuss corruption because 
many members of the southern elites had 
sticky fingets And the NGOs did not 
discuss coriuption lest it stop what little 
money did come their way However, this 
situation was likely to change with public 
pressure in the north Commenting on the 
talk of new money for environmental pro¬ 
tection going to the south without condi 
tions, Porritt said 'I've never heard 
anything more foolish!’ 

While most NGOs were sounding oil 
on a variety of issues, some environmen 
talists took time out for an introspective 
look at their own role and activities, for 
Martin Holdgate. director general of the 
International Union for the Conservation 
of Nature and Natural Resources (IUCN), 
after years ol knocking on the doors, 
NGOs were beginning to get through to 
the government side and make an impact 
on government policies. Thus, for the first 
time, many governments had included 
NGO members in their delegations. The 
danger for NGOs, however, was that 
governments would want dialogue with 
the NGOs to continue in government's 
language, which was both ‘arcane and 
archaic'. NGOs would be in danger of 
losing their bluniness and militancy, and 
. settling for ‘premature consensus’. 

For Jonathan Porritt, environmentalists 
must expect to find life harder over the 


next few years. This svas partly because of 
what was happening in the US, with the 
increased influence in politics of the new 
right, which sees environmentalism as part 
of the ‘old, subversive left-wing’ Also, cor¬ 
porate interests and right-wing military in¬ 
terests after the end of the cold war, need¬ 
ed a new enemy. Thus, massive political 
forces were lining up against modem 
gieen polities, and environmentalists had 
to be prepared 

The most important issues, in my view, 
which the NGO community raised at Rio 
concerned (he stiucture of the interna¬ 
tional economic system, and the distribu¬ 
tion of power among states. Both are in 
innately connected with each other, and 
in fact, lot several NGOs and government 
delegates from the south, the natural pro 
gression ot atgurnent was to first criticise 
the policies of the World Bank, then a' 
tack the stiucture of the international 
economic system, and finally, reject the 
inlet national power structure. 

( lice Yoke I mg of the Third World 
Network accused the World Bank of fund¬ 
ing environmentally destructive projects 
all over the world, and of hiding the im¬ 
pact of its policies from public scrutiny, 
for her, and foi several other NGOs, the 
World Bank was an instrument ol US 
policy, and was being used 10 control the 
policies ol third world states through its 
control of their economic policies, under 
various sttucmral adjustment schemes. In 
this context, it was worrying that the ma¬ 
jority ol funds to be disbursed by the 
recently created Global hnviionmental 
facility were to be tied to World Bank 
loans 

Dealing with I uger quest ions about the 
international economic system, Ling 
claimed that the economic models of the 
north, inappropriate for the south’s needs 
and inappropriate for the south’s environ¬ 
ment, were transported lo the south by the 
World Bank and the International Mone¬ 
tary l urid (IMF), and by southern econo¬ 
mists ‘brainwashed’ in Oxford, Cam¬ 
bridge, Harvard and MIT The dominance 
iif the Bretton Woods institutions in the 
organisation of the international 
economic system was of considerable con¬ 
cern For Malaysia’s ambassador Rhazali, 
through the Bretton Woods institutions, 
the rich states held the ‘purse strings’, and 
because of the influence this gave them, 
they would not let go of their control over 
these institutions. For India’s Anil Agar 
wal, the south was almost caught in a 
‘ptneer movement’ of the Bretton Woods 
system, which has resulted in the penetra¬ 
tion of its economies, and the large 
number of proposals and regulations to 
control the global environment. ‘Develop¬ 
ing countries are effectively becoming 
bonded labourers’. 

According to ambassador Rhazali, 
‘UNCED is not a watershed in history’. 
After Rio, we will see more of the same— 
the G-7 and OECD states will continue 


to dominate the international power struc¬ 
ture. For Martin Khor of the Third World 
Network, it was the Gulf war which 
‘awoke many southern NGOs to who really 
runs the world’. It was a war over natural 
resources (oil), and held portents of future 
conflicts over natural resources. And if the 
third world resisted, these resources would 
be obtained by force. The environmental 
issue, according to Khor, was really being 
used as a front by the north to control 
third world resources. And for Indian MP, 
Mani Shankar Aiyar, ‘the ug[y truth we 
have to face up to’ is that in an unequal 
world, the quest for dominance is seen as 
a virtue. The developed states have not 
shown the ‘least interest’ in altering the 
pattern of dominance in the world order 
in the interests of the environment. 

These criticisms of the international 
power structure, particularly those made 
by the southern NGOs and governmental 
delegates, would seem to imply that as 
long as the south remains within the pre¬ 
sent international system, it will have to 
accept the unfair baggage which comes 
with it. There also seems to be a sugges¬ 
tion that change, even at the local level, 
will come only if the international system 
changes but the latter is said to be unlike¬ 
ly, because the north will not willingly give 
up its power. The solution would then 
seem to be for the south to re-examine its 
needs, which is what India’s Ashok 
Khosla calls for, decrying the tendency of 
the south to ‘beg’ for money and techno¬ 
logy from the north. If the intention is to 
remain within the international system, 
and one were to reject the dependency 
school’s advocacy of exiting the interna¬ 
tional system, then it is obvious that the 
south would have to work hard to try and 
change the system. And it was precisely 
to this end that many people had sug¬ 
gested that the environmental issue be 
used as a bargaining chip by the south to 
extract concessions frem the north. The 
results of the Rio summit, unfortunately, 
do not indicate much success for the south 
in this respect. The responsibility for this 
must lie with the governments of the 
south. 

While environmentalists and NGOs 
made many useful contributions to the 
debate in Flamengo Park, the reception 
accorded their views was not exactly en¬ 
thusiastic in Rioceniio. At such a late 
stage in the game, it was difficult for 
NGOs to make an impact on the govern¬ 
ments. But NGOs must take heart from 
the fact that this UN conference saw more 
NGO input than any other UN conference 
ever and, in fact, the NGO input at the 
preparatory committee meetings prior to 
the actual conference, particularly the 
New York preparatory committee meeting, 
was substantial. In this context, the spirit 
of the Global Forum and the Inter¬ 
national NGO Forum, directed to the Rio 
outcomes, can prove to be very important. 





Crisis in Malaysian Indian Congress 

MGG Pillai 


The Indian community in Malaysia is facing a crisis of confidence 
today because of the corruption charges levelled against the long¬ 
time president of the Malaysian Indian Congress 


MALAYSIA’S Indian community, 
descended mostly from indentured menial 
labour the British administration brought 
in from India for the rubber estates, the 
railways, hospitals, and public services, 
from about 10 per cent of its 18 million 
people and are consigned to the bottom 
of the social and economic scale They 
came from what is now Ikmil Nadu, in 
India, have had few prospects for im¬ 
provement, continue to live trapped in a 
vicious circle of frustration, hopelessness, 
impoverishment. These people constitute 
about 85 per cent of the Indians in 
Malaysia, their conditions little better 
than that of their fathers and grand¬ 
fathers, who came here as indentured 
labour. The rest are sons of middle-class 
educated migrants, of those who escaped 
from the poverty and impoverishment of 
the gutter. It is they who provide the 
leadership in politics, the professions, and 
of the Malaysian Indian Congress (MIC), 
a partner in the ruling National Front 
coalition led by Mahathir Mohamed, the 
prime minister, and his New United 
Malays National Organisation (UMNO 
Baru or New UMNO). 

These political leaders frequently work 
against their members’ and their com¬ 
munity’s interests, dissipating their good¬ 
will before they are, often, forcibly pushed 
out. The MIC, formed in 1946 to fight 
for Indian independence, focused on a 
Malayan existence a year later, but its 
elitist members, mostly from northern 
India, ignored the most affected section 
of the community, those children of in¬ 
dentured labourers who continued to 
work as their fathers and grandfathers 
did, beholden to their employers for their 
very existence, in concentric circles of 
despair and hopelessness 

That changed a little in 1954 when a 
32-year old businessman named V T Sam- 
bandhan unexpectedly defeated the MIC 
president, K L Devasar, and plunged into 
the mainstream of politics, joining the 
alliance coalition to negotiate for Malayan 
independence from Britain in 1957. He 
had interesting ideas, some of which he 
put into practice, like the National Land 
Finance Company, formed to buy up 
estates that were in danger of being 
fragmented into small holdings. But he 


was forced out in 1974 and was succeeded 
by V Manickavasagam, who died before 
he could take office. 

S Sarny Vellu, who succeeded him, is 
the latest leader of that mould. The 
government's Anti-Corruption Agency 
(ACA) investigates him, his son,‘and other 
political and business partners. But, as it 
is only to be expected, the MIC functions 
as if nothing had happened, ignoring the 
damage that this had caused to the 
political, economic, social well being of 
the community. Its leaders—from the 
president, Vellu, who is also minister for 
energy and telecommunications, to key 
party officials, including federal deputy 
ministers and parliamentary secretaries, 
state executive councillors, and the presi¬ 
dent of the senate—have been ordered to 
declare their assets, along with Vellu’s son, 
Paari Vel, in the continuing investigations 
on what happened to the ten million 
shares in Telekoms Malaysia that was 
allotted to Maika Holdings. 

Vellu’s explanations to the cabinet 
about the fate of the Tfelekoms shares did 
not satisfy some of his colleagues, the 
prime minister said, and the investigations 
continue. He appeals to be re-elected 
president for one more term. But he is a 
lame duck and his days are numbered: he 
spoke once too often, made one too many 
threats, one too many statements, for 
Mahathir Mohamed, the prime minister, 
to retain him in the cabinet without com¬ 
promising the government’s, and his own 
political position. 

His quiet disbursement of nine million 
Telekoms shares to three companies he 
controlled the proceeds of which were 
transferred to a technical school the MIC 
runs when he was caught out may be 
morally reprehensible, though not in law. 
But a political leader must act within the 
bounds of both law and morality. A 
morally bankrupt leader, which Vellu is 
proving to be, drags down his community. 
The Indian community faces the same 
crisis of confidence that the Chinese faced 
in the early 1980s, when prominent leaders 
of the Malaysian Chinese Association 
(MCA), also a coalition partner, were 
jailed for cheating their members and for 
criminal breach of trust. 

The ACA investigations indicate, if 
nothing else, that Vellu and his principal 


colleagues and hangers-on have acquired, 
on the face of it, much wealth, far more 
than they would have had if they had not 
entered politics. Vellu’s penchant for the 
good things of life—his 22 gold watches; , 
his Italian suits which, he says, costs him 
‘half his monthly salary’; his investments 
overseas; his numerous cars in Malaysia 
and overseas, estimated to cost about one 
million US dollars—is matched by his ar-' 
rogance: when challenged about the house 
he owned in Australia, he retorted that he 
owned not one, but two houses in Perth, 
and that his detractors ought to get their 
facts right. His son, with no known 
sources of income, is equally extravagant: 
he owns at least two expensive motor cars, 
worth more than a million Malaysian 
dollars, in Kuala Lumpur and in Perth, 
Australia. 

The prime minister’s embarrassment is 
accentuated by pressures from his cabinet 
to drop Vellu, who is also works, telecoms 
and posts minister. That is unlikely just 
yet. What could possibly happen is his re- 
election as MIC president in October, then 
his resignation shortly thereafter in favour 
of his deputy president and nemesis, 

S Subramaniam, the deputy agriculture 
minister. The prime minister and UMNO 
Baru leaders back Subramaniam and 
Vellu’s days are numbered, even if he does 
not admit it. 

The president’s untramelled constitu¬ 
tional powers of expulsion ensure that the 
MIC becomes his personal fiefdom. But, 
despite the sad state it is in, fears and 
uncertainty about the MIC after Vellu are 
irrelevant. A leader would be found: 

V T Sambandhan was a political un¬ 
known when he challenged Devasar. And 
it is time for a leader to leave when he 
justifies staying on because of the decades 
of long and loyal’ service to the com¬ 
munity, as Vellu now does. Despite his tall 
claim that the Indian community bene¬ 
fited more under his leadership than that 
of his predecessors, the facts tell a dif¬ 
ferent tale: the deliberate destruction of 
the Indian community’s investment vehi¬ 
cle, Maika Holdings; the TAFE education 
scandal; the MIED ticket scandal; the 
Telekom share scandal; the pornographic 
video scandal, in which the then secretary- 
general and parliamentary deputy speaker, 

D P Vijandran, was the principal ‘actor’, 
the spectacle of party leaders ordered to 
declare their assets, among others. 


Economic and Political Weekly 

Available from 

Rjniakrishna News Agencies 
S— 1—6 7 t) Neo Mysore Cafe Lane 
Nampally Station Road 
HYDERABAD - SOO 001. 


August 22,1992 


1789 





TT 

I ollovviruj is tko 
spet’c'K oj" 

Mr- JJ. A). 3<.ip^U/ 

d - ki 

del ive^et I cif fkf 44fl\ 
y\rmual Cu’hdpoI 
yV\eetincj o| fke 

CCompany held cm 

JJuly 30ti\, 1 99 l 2 
af (Saleulta. 

Introduction 

f/ 

I 

•'■ <-KkI afternoon Ladies & 
Gentlemen. Welcome to the Forty Fourth 
Annual General Meeting of your 
Company which I hereby declare open 

The register of Directors' shurehi tidings 
is placed before this meeting as required 
under Section 307(7), of the Companies 
Act, 1956, and it shall remain open and 
accessible to any member attending this 
meeting. 

During the year under review, there 
have been a few change* in the 
composition of your Board Shortly after 
the Last AGM, Mr. S. K. Malkani retired 
from the services of the Company and Dr 
P. K. Dutt took over as Managing Director 
with effect from 26th July 1991 1 would 
like to place on record Mr. Mulkum’s 
manifold contribution to the growth and 
prosperity of your Company and 1 am sure 
you would join me in wishing him a happy 
and contented retirement. 1 would also 
like to take this opportunity of wishing Dr. 
P. K. Dutt a fruitful and successful tenure 


Mr.J. Narayan resigned from the Board 
from 17th January 1992. lam sure you will 
join me and other members of the Board 
in placing on record our sincere 
appreciation of lus valuable contribution 
as vour Company's Chairman. It is indeed 
a privilege for me ro have been asked to 
join your Board and assume the stewardship 
as its Chairman. 1 am sure 1 can look 
forward to receiving your support and 
goodwill in equal measure m the years 
ahead 

Mr | I’ Walters, who has been 
associated with your Company tor over 
rwo det.tdes.also resigned from the Board 
of your Company with effect from 1 lib 
May 1992, consequent uponhisretuemenr 
from the Board of Coales Brothers Pl.C, 
on superannuation 1 am sure you would 
like to join me and the Board ro plate on 
record our sincere appreciation of the 
valuable services tendered hy Mr Walters 
during his long association with your 
Company, originally in his capacity is 
Managing Director of your Company and 
later as a representative of Coates Brothers 
I'LL', on vour Board. 

TheCh anging World Order 

The past year has been a period of 
momentous change. Who would have 
thought a yeai ago, that a super power 
would cease to exist and would he joining 
the ranks of the developing countries fur 
developmental aid. There has been a 
growing recognition, throughout the 
world, of the dangers and costs of excessive 
governmental intervention and 
regulations There is also a growing 
international consensus rhat the route to 
sustained economic growth and prosperity 
lies in rhe establishment of a sound 
economic framework within which 
businesses and markets are left tree to 
operate Throughout the world, people 
are demanding a society which is free from 
wanr and hunger and where citizens have 
the opportunity to work and enjoy the 
benefits of a good life. Political boundaries 
are being redrawn as an expression of this 
demand and nations are even willing to 
compromise their sovereignties ro better 
their economic lot. 

Since the time of Adam Smith, people 
have made enquiries into the causes of the 
wealth of narions. Living in a society 
dominated by the have-nots, this should 
have been our first priority.-Instead, we 
seem to have focussed our attention on 
egalitarianism and distributive justice 
without appreciating that our laudable 
social objective can only be achieved after 
value addition and wealth generation and 
not by distributing poverty. In mistakenly 


glorifying poverty and tak ingshelterunder 
high thinking, we have m our sympathy 
for the small, ptxir, rural and backward, 
provided cover for incompetence and 
inefficiency through doles, subsidies and 
reservations hy arbitrarily segmenting 
industries into tiny, small,cottage, medium 
and large sectors. Consequently, we have 
built in antagonism where there should 
have been complementarity. All these 
sec tors wi 11 and di > complement each other 
and exist all over rhe world hut in tandem 
and not m opposition, it is this approach 
that has encouraged inefficiencies, shoddy 
products, poor and inconsistent quality, 
low productivity and a high cost 
circumstance rendering ourselves virtually 
uncompetitive in the international 
context. 

This regulatory environment has 
unfortunately, also fostered a view that 
quality is only required tor ihe few - the 
rich and rhe elitist - rhe poor masses can 
do without, and this was sought to he 
achieved through a hierarchy of taxation 
and regulations. However, the machines, 
the production processes and work 
pr.K tices cannot cope with this duality, 
t 'onsequently,quality has been the victim 
and has had to be sacrificed to cope with 
the protected domestic demand. The 
international consumer, who has the 
freedom of choice is, unfortunately, not 
governed hy our dictates and expects 
i juahty at a competitive price. For that, we 
need competition at home Freedom from 
shackles that have kept the Indian industry 
caged. Protectionism has perhaps been 
the single largest deterrent to our lack of 
competitiveness. 

It ts indeed gratifying that at long last, 
we in India, have accepted this reality, 
and steps have now been initiated to 
integrate our country into the world 
economic order. As no change is painless, 
and there is always a price to pay, I only 
hope we will have the courage to go 
through with the necessary changes in our 
economic policies expeditiously as time is 
of the essence and we have already lagged 
too far behind. We in industry must be 
willing to play our part and support the 
government in this difficult but very 
necessary transformation of our country. 
The alternative would be disastrous both 
for the country and, eventually, for the 
industry too. 

Performance Highlights 

The Notice convening the meeting, 
as also the Report and Accounts of your 
Company for the year ended 31st March 
1992, have been with you for some time 
and with your permission, I shall take 
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them as read. 

In spite of a difficult and trying year, your 
Company has turned in a strong performance. 
Net Sales at Rs 64.34 crores recorded a 28% 
growth over the previous year and whilst the 
pre-tax profits for the year at Rs. 4 72 crores 
showed a healthy improvement of 34%, the 
same rate of growth could not be achieved on 
after-tax profits on account of the mid-year 
change in depreciation and taxation rates. 
Consequently post- tax profit at Rs. 2.34 crores 
grew by only 11%. Bearing in mind your long 
term investment needs, your Directors have 
recommended a dividend at the rate of Rs. 2.50 

E r share which whilst absorbing Rs. 55.31 
chs will permit your Company to retain Rs. 
179 lakhs. 1 am sure the shareholders will be 
pleased with the Board’s recommendation of a 
1:1 bonus share issue by way of capitalisation of 
reserves. 

Karson Paints Ltd. 


helping export efforts by the potential users of 
the Company’s new products. 

The total cost of the project and the scheme 
of finance are under finalization and the 
shareholders will be advised further in due 
course. 

Industrial Relations 

1 am also pleased to advise that four year 
Wage Settlements were recently concluded ar 
all centres in an atmosphere of goodwill and 
mutual understanding. The harmonious 
industrial relarions prevailing in the Company 
is one of the key reasons for your Company’s 
continuous good performance. 1 would therefore 
like to record on my own behalf and, on behalf 
of all of you, our appreciation of the efforts of 
the employees at all levels. 

Future Prospects 


Members would recall that the Company 
had made a small investment in Karson Paints 
Ltd. with a view to utilising its processing 
facilities for yourCompany. Karson Paints Ltd., 
which went into commercial production in 
March 1991, has shown considerable promise. 
In the opinion of your Board, given adequate 
inputs, it has the potential to manufacture a 
wide, range of products. As a parr of your 
Company’s plans to enter into Industrial 
Adhesives, it was thought expedient by your 
Board to acquire the controlling interest in 
Karson Paints Ltd. and thereafter merge it with 
Coates. Karson Paints Ltd. has now become a 
100% subsidiary of your Company and steps are 
being initiated for the early merger of Karson 
into Coates. Necessary applications have already 
been moved by the Company and Karson Paints 
Ltd. before the Hon’ble High Courts at Calcutta 
and Bangalore respectively. The Calcutta High 
Court has ordered the holding of a meeting of 
the equity share-holders of Coates on 9th 
September, 1992. Notice of the meeting will he 
issued in due course. 


Diversification & Industrial 
Adhesives 

I am pleased to advise that your Board has 
now decided so set up facilities for the 
manufacture of Industrial Adhesives at 
Bangalore. The existing facilities of Karson 
Paints Ltd. and the additional land acquired by 
your Company recently, contiguous to it, will 
be adequate for this purpose. Negotiations with 
Bostik Ltd., England, for technical knowhow 
are at an advanced stage and the project work is 
expected to commence by October this year. In 
selecting Industrial Adhesives, your Company 
has kept in mind the role your Company can 
jjfary in import substitution and in indirectly 


First Quarter’s trading augurs well for the 
year. The transport strike at the beginning of 
this monihdidcausesomedislocaiion. However, 
anticipatory acrion helped to minimise the 
dislocation. Barring unforeseen circumstances, 
you should look forward to another good year’s 
performance. The unsettled conditions in the 
money market will necessitate a close watch on 
working capital management hut your Board is 
keeping a close watch over the situation to 
ensure that the record of continuous growth by 
the Company is maintained. 


Thank you 

Calcutta, J.N.SAPRU 

30th July, 1992 CHAIRMAN 

Note : This does not purport to he a record of 
the proceedings ot the Annual General 
Meeting. 



COATES OF INDIA LIMITED 

Regd. Office: Transport Depot Road, 
Calcutta 700 088 


Economic and Political Weekly August 22, 19*2 


Mu**: OL: 3892 



PERSPECTIVES 


Of Cholera and Post-Modern World 

Mohan Rao 


An examination of the political and economic forces underlying 
the recent epidemic of cholera in Latin America 
reveals striking resemblances to the situation in which the 
pandemics of cholera occurred in the 19th century. It draws 
attention to the fact that not only does politics inform the 
occurrence of disease, but the shape and content of health policy 
and intervention as well. 


The Cholera's Coming 
The cholera's coming - oh dear, oh dear, 
The cholera's coming - oh dear! 
lb prevent hunger's call 
A kind pest from Bengal 
Has come to feed all 
With the cholera, dear 

The people are starving - oh dear, oh dear, 
The people are starving oh dear! 

If they don’t quickly hop 
1b the parish soup shop 
They'll go off with a pop 
From the cholera, dear 

The cholera’s a humbug - oh dear, oh dear, 
The cholera's a humbug - oh dear! 

If you can but get fed 
Have a blanket and bed 
You may lay down your head 
without any fear. 

—A popular song of the 1830s in England 

THIS article, by way of a preliminary en¬ 
quiry, is divided into three parts. The first 
briefly describes the conjuncture within 
which arose the cholera pandemic currently 
sweeping Latin America. The second harks 
back to the 19th century to examine cholera 
pandemics emanating from India and 
threatening existing order in Europe. I end 
with observations and speculation on the im¬ 
pact of what has been described as the post¬ 
modern world order on the health of the 
poor in third world countries. 

I 

Cholera, a disease known from antiquity 
(the word is derived from the Greek, 'kolera', 
meaning diarrhoea) now shows its minatory 
face over the US, at the apotheosis of her 
power and glory. Cholera, that king of 
disease has always been a disease that stalked 
the poor and haunted the rich. Now. where 
did this awesome threat emanate from? 
Peru, the land of the glorious Inca 
civilisation. 

To historians of disease Peru is of singular 
interest. What baffled historians was how 
this mightycivilisation succumbed so rapid¬ 
ly, so easily, so very meekly to the small band 
of Spanish conquistadores lead by Pizarro. 


Was it the superior technology of gun 
powder? McNeill offers the explanation that 
it was in fact disease, in this case small pox, 
which sealed the fate of the Amerindian 
civilisations. Unexposed to small pox. the 
Indians were ravaged by the disease; the 
Spaniards, in contrast, supremely immune, 
seemed supernaturally protected While 
small pox savaged the Incas, the conquis¬ 
tadores marched unharmed, unopposed, to 
raid the capital, its temples and treasures 
Thus was Peru 'integrated' into the world 
market. The events in Peru recalled the 
similar amazing conquest of the A/tec em¬ 
pire of Mexico and her millions by the 
Spaniard Hernando Cortez with an army 
numbering less than 600. Infectious disease 
then has had a profound, il not decisive, 
effect on the tide oi history. 

At the heart of the Spanish Empire, Peru 
was plundered by colonial rule. Her ‘tryst 
with destiny', when it arrived, was but a sad 
one Peru is today one of the poorest nations 
of South America with a population of 20 
million and an external debt of 25 million 
dollars A poor country with a primarily 
peasant economy Peru could ‘naturally' only 
rely on export of primary products to build 
her economy The economy, equally natural¬ 
ly, was guided by the US since the Peruvian 
ruling class was preoccupied with a lavish 
life style and holidays in Florida. Other 
events were natural consequences. A coun¬ 
try whose ruling class lives beyond its means 
gets into debt. The iron laws of international 
economics are unbending: they will not per¬ 
mit the prices of the primary commodities, 
that Peru exports, to rise. The irresponsible 
ruling class cannot tighten its belt; indeed 
they cannot even control their own peasant 
rebels. Security assistance from the US is 
necessary and is forthcoming to quell those 
rebels. The niceties of parliamentary demo¬ 
cracy may have to be given short shrift for 
some time. 

This, too, is ‘natural’‘for does the eco¬ 
nomy not have to be put on milt? Produc¬ 
tivity must increase, exports must go up; 
there should £e a cutting down on ‘wasteful’ 
social expenditures, particularly those 


directed towards vulnerable populations; in 
efficient public enterprises must be made ef 
ficient, that is to say, almost axiomatical!) 
privatised. Thus runs the wisdom of tty 
package on structural adjustment enunciate* 
by the IMF-World Bank towards which Peru 
‘naturally’, turns for loans. As the countr 
was being further ‘integrated into theworl 
market’, in August 1990 was implements 
the IMF-World Bank sponsored programm 
described as ‘Fujishock' or ‘‘tWe most sever 
form of ‘economic engineering’ eve 
applied”. 

And Peru did adjust structurally, if pain 
fully. The pain was not, of course, cquall; 
apportioned--the IMF-World Bank presenp 
lions did not envision that for it woult 
involve unthinkable changes in patterns oi 
investment and consumption. The pain wa: 
'naturally’ distributed to the poor in rheii 
over-crowded shanty towns, slums or barrios 

Structural adjustment has meant devasta 
non to the lives of the poor and indeed ever 
the salariat. C?onscquent to wage freeze anc 
an unprecedented price rise has occurred I 
dtastic squeeze on the purchasing power ol 
the peopIc.'Unemploymcnt and casualisa- 
lion of wage labour has reached dismaying 
heights. It is estimated that the real purchas 
ing power declined by 85 per cent even ai 
the cost of bread increased by an incrediblt 
1150 per cent. State support to health ant 
education has been phased out leading tc 
a collapse of health and educational institu 
lions. Essential humanpower, of trained doc¬ 
tors and nurses, took flight to grcwiei 
pastures contributing to a further drain ol 
capital from Peru. Public hospitals, despite 
inadequate staff and widespread lack ol 
drugs and equipment, have attempted to 
‘recover costs' through fee for services.. The 
impoverished population cannot therefore 
avail of medical care leading to a decline in 
hospital attendance and admissions even as 
morbidity levels increased; the rich, of 
course, never dependent oh public institu¬ 
tions have their private havens. Public health 
activities such as water supply, nutrition and 
sanitation, seldom an area of high priority, 
have come to a grinding halt. 

It is in this context of poverty, squalor, 
hunger and misery that the disease of under¬ 
development flares up. It is not fortuitous, 
therefore, that cholera should break out in 
the barrios. Cholera was first reported in 
several coastal cities 'of Peru almost 
simultaneously in January I991..lt spread 
rapidly across the country,, crossing the 
Andes, to affect other cities in less than a 
month. Within six months the disease had 
marched to neighbouring countries. Since 
January 1991 cholera has taken a fearful toll 
of 2,681 lives in ftru alone; the reported 
number of cases is 2^1,513. By the begin¬ 
ning of this year dose to four lakh cases and 
more than 3,000 deaths have been r eport e d 
from IS countries. The accompanying table 
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shows the number of cases and deaths in 
Latin America since cholera made its debut. 

There have been 28 cases, with no mor¬ 
tality, so far in the US but alarm bells have 
begun to ring. A recent issue of The Jour¬ 
nal of the American Medical Association 
(IAMA) carried an article entitled 'Cholera 
Threatens US Population from Elsewhere in 
This Hemisphere’ while a weekly watch is 
being kept on the depredations of the 
disease. 

The causes for the current pandemic, the 
consequences and the reactions evoked in the 
US bring to mind the uncanny if not sinister 
resemblance to the 19th century in England 
when cholera erupted from her backyard, 
India. To this we shall now turn our 
attention. 

II 

India was ‘integrated’ into the world of 
capitalism by the British East India Com¬ 
pany with the Battle of Plassey. The colonial 
loot of the jewel in Britain's crown was both 
instantaneous and staggering. It has been 
estimated that the treasure taken from India 
alone between Plassey and Waterloo was an 
astounding 500 million pounds to a 1,000 
million. Thus, while India provided the 
capital for Britain’s industrialisation began 
the process of her own underdevelopment. 

The consolidation of the British empire 
in India was not as easy as the Spanish con¬ 
quest of South America. Several wars were 
waged and populations displaced. During 
one of these movements of troops broke out 
a fearful disease, regarded then as entirely 
new but later recognised as cholera. Snow 
notes: ‘‘In June 1814 the cholera appeared 
with great severity in the 1st battalion 9th 
regiment NI, on its march from Jaulnah!' 
Little however, is heard of this outbreak. 
What was of great import, and with grim 
consequences, was the epidemic breaking 
out in August 1817 in Jessore. The Marquis 
of Hastings made the following entries in 
his diary. 

"13 November ; 1817: The dreadful 
epidemic, which has been causing such 
ravages in Calcutta and the southern pro¬ 
vinces, has broken out in camp... I march 
tomorrow, so as to make the PDhooj river, 
though I must provide carriage for 1,000 
sick. 

15 November, 1817: We crossed the Pohooj 
this morning. The march was terrible, for 
the number of poor creatures falling under 
the sudden attack of this dreadful infliction 
and from the quantities of bodies of those 
who died in the wagons, and were necessarily 
put out to make room for such as might be 
saved by the conveyance. It is ascertained 
that 500 have died since yesterday?’ 

While the toll on the British army was no 
doubt fearful, that on the population of the 
country was devastating although of course 
no reliable estimates are available One 
estimate placed cholera mortality in the four 
yean between 1817 and 1821 in British India 
at 18 million deaths. Over the next few years 


the disease fanned out across neighbouring 
countries advancing along three discrete 
routes. To the west through Persia and up 
the river Tigris to Baghdad, spreading thence 
via camel caravans to Syria and southern 
Russia. To the east the disease marched 
through Burma, Malaya, Java and the 
Philippines where a number of Europeans 
were massacred with the not-all-too- 
mistaken belief that they had spread the 
disease For as the empire opened up to trade 
new parts of the globe, there were forged new 
epidemiological links in disease transmis¬ 
sion. To the north the disease conquered the 
vast land mass of China. 

Was the disease in fact new? Or was it 
merely unfamiliar to British doctors? Had 
a new, and more virulent, strain of the 
disease come into existence? The ease with 
which the El Tor cholera vibrio originating 
in the Celebes in 1964 replaced the classical 
cholera vibrio in Asia in a few years admits 
the plausibility of this speculation. It is more 
likely, however, that colonial intervention 
had altered the ecology of the disease 
McNeill, for instance, suggests that “old and 
established pattern of cholera endemicity in¬ 
tersected new British-imposed patterns of 
trade and military movements. The result 
was that cholera overleaped its familiar 
bounds and burst into new and unfamiliar 
territories where human resistance and 
customary reactions to its presence were 
totally lacking?’ 

The next wave of this worldwide epidemic 
or pandemic reached Moscow in 1830 and 
soon spread over Russia, eastern and central 
Europe: Hungary was particularly badly af¬ 
fected; in less than three months over a 
quarter of a million were affected and nearly 
1,00,000 died. The disease established itself 
soon at the Baltic sea ports, to the horror 
of the British: for, a major part of Britain’s 
trade passed through these ports. Reports 
meanwhile poured into London of a terrible 
outbreak in the Middle East taking, it was 
claimed, 30,000 lives in Cairo and Alexan¬ 


dria in one dgy. The British government w*fr, 
ched with macabre fascination and terror. 
The king’s speech at the opening of partia- 
ment on June 21, 1831 observed: 

“It is with deep concern that I have to an¬ 
nounce to you the continued progress of"*; 
formidable disease... in the eastern puts 
of Europe... I have directed that precau¬ 
tions should be taken against the introduc¬ 
tion of so dangerous a malady into this 
country?' As Snow notes “cholera began to 
spread to an extent not before known... Its 
approach towards our own country, after it 
entered Europe, was watched with more in¬ 
tense anxiety than its progress in other direc¬ 
tions.” 

Everywhere the disease was observed to 
have terrible social, political and demo¬ 
graphic consequences. The disease occurred 
despite whatever measures governments or 
the people—in some cases driven into 
religious, penitential frenzy—took. In Russia 
troops were deployed around affected villa¬ 
ges with orders to shoot starving peasants 
struggling to escape. But the disease spread 
to neighbouring communities. Prussia, 
equally true to her heritage, stationed her 
army at the borders; to no avail. The doleful 
influence of Malthus’ An Essay on the Prin¬ 
ciple of Population, published in that 
historic year of the French Revolution, was 
now being felt on the continent with fear¬ 
ful consequences. Convinced that the disease 
was a conspiracy of the ruling class and 
physicians to bring down the population of 
the poor—for it was strange, if not sinister, 
that both members of the ruling class and 
physicians seemed relatively unaffected- 
peasants attacked several manors in 
Hungary, butchering the nobility. The army 
was, of course, called in but in several cases 
the men had deserted and shot their officers. 
In St Petersburg occurred the first ‘cholera 
riot’, to become familiar later in England. 
The riot came to an end when the Czar ap¬ 
peared. falling on his knees on the street to 
offer a public prayer that-his country be 


Table: Latin American Epidemic 


Country 

Month of 

1st Report 

Cases 

Deaths 

Death-to-Casc 
Ratio (Per Cent) 

Bolivia 

August 

109 

6 

7 

Brazil 

May 

2611 

3 

1 

Chile 

April 

411 

2 

5 

Colombia 

March 

9774 

132 

1.3 

Ecuador 

February 

39154 

600 

1.5 

El Salvador 

August 

709 + 

25 

3.5 

Guatemala 

July 

2247 

36 

1.6 

Honduras 

October 

5 + 

0 

0 

Mexico 

June 

2028 f 

25 

1.2 

Nicaragua 

November 

1 + 

0 

0 

Panama 

September 

696 + 

20 

2.9 

Peru 

January 

281513 

2681 

0.9 

United States 

April 

16 + 

0 

0.0 

Total 


336554 

3538 

1.05 


* By country if the Americas, as of November 19,1991 (data are from the Pan American Health 
Organisation). 

+ Laboratory-con firm*d cases only. 

Sourer. JAMA, vol 267, no 10, March II. 1992. 
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spared the disease The disease revived forgot¬ 
ten horrors r»f the Black Death in public 
memory. The p.ychological impact of the 
approach of cholera has been noted to be 
unique Says VigareliO, “It seemed capable 
of penetrating any quarantine, of by-passing 
any man-made obstacle It chose its victims 
erratically, mainly but not exclusively, from 
the lower classes. It was, in short, both uni 
quely dreadful in itself and unparalleled in 
recent European experience Reaction was 
correspondingly frantic and far-reaching!' 
Indeed it would be no exaggeration to say 
that cholera was one ol the twin spectres that 
haunted Europe in early 19th century; the 
other was, of course Revolution 

As England anxiously watched the ravages 
of the disease on the continent, fearful of 
its arrival, the unresolved conflict between 
miasmatic and contagionist schools of 
disease causation came to a head. The 
former, going back to Hippocratic days, held 
that disease was caused by miasma (mean 
ing stain); miasma emanated from spoilt air 
or atmosphere. Putrefaction, decay and dirt 
were therefore, at the heart of the miasmatic 
theory of disease causation These processes 
were of course, central to the florid lives of 
the tropics, wherein emanated cholera, with 
their excesses of heat, humidity and indeed 
of passions as opposed to the cool, the dry 
and the temperate. Diseases thus had 
geographic, meteorological and ecological 
causes. 

The contagionist aetiology of disease or 
the germ theory of disease, all too often at¬ 
tributed to Robert Koch in the late 19th cen¬ 
tury, goes back in fact to as early as 1546 
and Giralamo Fracastoro. Fractastorius 
maintained that disease was caused by 
discrete animalcules transmitted through 
human interaction. The contagionist theory 
provided the basis for the elaborate medieval 
Mediterranean quarantine regulations, 
enacted to guard against plague. The conta¬ 
gionist theory, however, fell victim to 
Napoleonic ambitions. His adventure to 
Santa Domingo had been laid low by yellow 
fever; when yellow lever broke out in 
Barcelona in 1822 French physicians were 
asked to make a ‘definitive’ study of disease 
causation. They concluded that there was no 
possibility of contact among the victims of 
yellow fever—not having known of the role 
of the insect vector, mosquito. The con¬ 
tagionist theory of disease aetiology was 
(hence given a premature demise. Medical 
reformers were henceforth at the forefront 
of efforts to dismantle the quarantine 
regime. They were vociferously supported by 
British free traders. Regulations on free 
trade, it was argued, was a superstitious relic 
of contagionist fears not based on scientific 
empirical facts. 

The government in Britain was now in the 
throes of a crisis over the agitation for the 
Reform Bill. But when cholera broke out in 
Hamburg in 1831—a port with which 
England had vast maritime contact, a board 
of health was set up. The primary respon¬ 
sibility of the board was to ensure that 


cholera was kept out of the island. The 
board’s recommendation that quarantine 
measures be strengthened was vigorously op¬ 
posed by the city and business interests and, 
indeed, the Admiralty, which claimed they 
would not be able to adequately help imple¬ 
ment these measures. The compromise 
evolved placed the responsibility squarely on 
non-existent or ineffective local governments. 

When cholera at last made its long feared 
appearance from Hamburg in the port town 
of Sunderland, the first reaction was to deny 
its existence. Commercial interests in the 
town, aided by doctors, were vehement that 
the port was disease-free. The same situa¬ 
tion prevailed later when Ixindon was struck; 
The London Medical and Surgical Journal, 
supported by a solid body of doctors main¬ 
tained that it was g false alarm. The lancet 
editorially beseeched “the members of the 
medical profession not to be misled by the 
commercial cry that malignant cholera is not 
in the metropolis". 

Cholera swept through England, Scotland 
and Ireland reserving its horrors especially 
for those towns and cities that had grown 
rapidly during the Industrial Revolution. For 
here huddled in over-crowded slums, sans 
water, sanitation, air and sunlight were the 
impoverished workers; the only certainty in 
their lives was the insecurity of employment. 
They were cholera’s natural victims. 

As the disease spread, so did panic. Towns 
were deserted by those who could afford to 
flee, carrying the disease into the hinter¬ 
lands. What cholera did, above all, was to 
expose the unbelievable poverty hidden 
behind the facade of metropolitan prosperi¬ 
ty. Cholera unveiled the rotten underbelly of 
capitalism; of the poverty, squalor and 
misery of the people on which it was built. 

To the Bread Riots, the Luddite riots and 
the Chartist riots in early 19th century 
England were added the cholera riots. Given 
the very high mortality in hospitals—experi¬ 
ence had, not incorrectly, convinced the poor 
that chances of survival in hospitals were 
distinctly less than if they sufferecFin their 
homes, and the general distrust of upper 
class doctors and the fears of the sacrilege 
of post-mortem riots occurred at several 
towns. Mobs raided hospitals, smashing 
everything in sight and delivered patients to 
their homes. Seldom before had the medical 
profession been exposed to be so impotent 
even as they bickered over what caused 
cholera, how it spread and how to cure it. 

When cholera receded it had left 60,000 
dead It also left behind in the minds of a 
section of the middle class, the sanitary idea. 
Most crucial to this concept was the under¬ 
standing that the poor did not choose to live 
in squalor. The sanitary idea embraced the 
need for hygienic housing, clean piped water 
in adequate quantities, efficient sewers and 
paved roads. 

The reformed parliament in 1933 passed 
the Registration Act for the compulsory 
registration of births and deaths; it also 
passed the notorious Poor Laws. The author 
of the Poor Laws, manning the Registrar 


Qencral's office was the remarkable utili¬ 
tarian Edwin Chadwick whose work saved 
more lives than all the doctors in the 19th 
century. Assisting him was William Farr who 
raised medical statistics to a science. Behind 
them both in their endeavours were the 
enlightened public, amongst them Carlyle 
and Dickens. Chadwick's conversion from 
a poor law reformer to a public health cam¬ 
paigner was due mainly to his consideration 
for financial economy. For in his view, it was 
wasteful that every year thousands of 
widows and their children were thrown on 
to the poor rates by the death of the bread¬ 
winner of the family. 

Chadwick’s investigations and zeal lead 
to the presentation to parliament of The 
Report on the Sanitary Condition of the 
■Labouring Population of Great Britain in 
1942. The Report was loaded with hard hit¬ 
ting statistics and made pragmatic economic 
sense. Striking for instance was the data on 
life expectancy: in Derby it was 49 years for 
the gentry, 38 for a tradesman but only 20 
for a member of the working class. In Leeds 
the figures were 44, 27 and 19 respectively. 
The Report stressed the enormous waste of 
potential labour and hence of money, caus¬ 
ed by preventable disease, pointing out that 
it would be far cheaper to pul the cities in 
order. In this the report echoed the practi¬ 
tioners of the new science of political 
economy, who like the Physiocrats before 
them, saw the wealth of the nation, in terms 
of efficient labour. The sanitary maps in the 
Report showed how cholera cases clustered 
together in the poorest and worst drained 
areas. Chadwick's labours led to the setting 
up of a Royal Commission on The Health 
of Towns. The Royal Commission’s two 
reports, based on a detailed study of SO large 
towns with the highest death rates was dam¬ 
ning. All these reports however came to 
naught, parliament was loath to pass the 
Public Health Bill recommended. 

But the bill had a powerful ally—cholera, 
readying itself for another onslaught in 1948. 
It was finally the threat of cholera, accom¬ 
panying the age of revolutions of 1848, 
which led to the passage of the Public 
Health Bill and the establishment of a new 
Board of Health. Public health was finally 
acknowledged as the responsibility of the 
state. 

Six pandemics of cholera reached England 
in the 19th century, five of them emanating 
from Ihdia. But the importance of cholera, 
as indeed of all infectious diseases, declin¬ 
ed as England completed her sanitary revolu¬ 
tion and improvements occurred in nutrition 
and the general standard of living. It is 
significant that (his decline occurred prior 
to the discovery of the cause of the disease 
The sway of the miasmatic theory of disease 
was, however, so strong that when Snow 
published his remarkable findings, a classic 
in epidemiologist research. On the Mode of 
Communication of Cholera in 1849, it was 
largely ignored. The tide of sanitary reform, 
however, could not be ignored; it swept 
through the continent also The urban land- 
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scape of Paris was transformed; the Second 
Empire rebuilt the city with wide boulevards 
as much to let in air to ward off noxious 
miasmata as to control revolutionary mobs. 
And Germany, having completed her sani¬ 
tary reform, was rewarded with seeing 
cholera now respect boundaries, this time 
sanitary. 

Cholera, then, became a disease of the 
Other: a tropical disease: But with each new 
pandemic from India, the British govern¬ 
ment came in for international censure. A 
series of international sanitary conferences 
took place in 1866, 1874, 1875 and 1885 
devoted specifically to cholera and the ques¬ 
tion of quarantine. The first conference at 
Constantinople in 1886 had embarrassed the 
British government by pronouncing India 
the natural home of cholera. Threats of a 
trade boycott were in the air; the French 
spoke of the possibility of riots breaking out 
in Marseilles if the British did not control 
communicable diseases in the Indian ports. 
The cholera pandemic of 1861 had, further, 
decimated the British army killing one in 
every 10. It was not only expensive but 
physically not possible to keep shipping in 
fresh recruits. Military men in India, par¬ 
ticularly after the 1857 uprising, were acutely 
aware of the proportion of Europeans and 
Indians in the British army and the constant 
and large number of the former invalid in 
hospitals. All these factors together popeil- 
ed the government to initiate public health 
measures in India directed towards protec¬ 
tion of the army. 

What evolved was a policy of cordon 
samtaire. The British army and important 
civilians were to be segregated in sanitary, 
self-contained areas, secluded from the 
natives. Fears of miasma emanating from 
the latter even lead to the construction of 
walls between Indian and European troop 
locations to keep miasma out. A broad- 
based sanitary reform on the lines of the 
west encompassing the entire population was 
never on the colonial agenda—as indeed it 
is not in the nationalist agenda of the day; 
the government was unwilling to make the 
necessary financial expenditures. Sanitary 
reforms for the general population compris¬ 
ed ad hoc arrangements at pilgrimages. 
Arnold observes trenchantly “Cholera in 
India was more than a dreaded disease. It 
was associated with much that European 
medical officers and administrators found 
outlandish and repugnant in Hindu pil¬ 
grimage and ritual—so much so that (he at¬ 
tack on cholera concealed a barely disguis¬ 
ed assault on Hinduism itself’ No such 
assault on cholera was in fact in the offing; 
for, sanitary reforms for the general popula¬ 
tion was also blocked on the specious 
grounds that they would offend the religious 
sensibilities of the people Cholera thus was 
the leading cause of death in India in the 
19th century frequently accompanying the 
terrible famines which swept various parts 
of the country. 

The reasons for the decline of cholera, as 
indeed the decline of death rates in India 
commencing in the 1920s, is a matter of con¬ 


troversy. One fact however, is generally ac¬ 
cepted and that is that public health policy 
and intervention had little to do with the 
decline. 

I" 

The history of cholera throws light on 
some salient issues. First, the occurrence of 
disease is not necessarily 'natural' but con¬ 
tingent on a large number of interlinked 
socio-economic factors. In other words, a 
web of factors resting on a socio-economic 
milieu not only sets the ground for occur¬ 
rence of a disease but also contours the 
limits of health intervention. Second, it 
focuses attention on the limits to medical 
technology. Technical solutions offered to 
problems social in nature, while having great 
short-term appeal, offer no long-term cure 
to community health problems. Third, mor¬ 
bidity and mortality are seen to be not mere¬ 
ly biological phenomena shared by the 
human population. Diseases are not the 
great levellers they are frequently thought to 
be; the disease and death load in a popula¬ 
tion are distributed as unevenly as are 
resources. Lastly it shows us above all that 
politics informs not only the occurrence of 
disease but the shape and content of health 
policy and intervention. That is to say that 
given a set of health problems in a'communi¬ 
ty, it is politics which decides which of these 
problems are important; and these are not 
necessarily epidemiological imperatives. 
Politics also determines which of a possible 
range of interventions is selected. 

Now, how does all this have any remote 
bearing en India in the late 20th century? 
Is it relevant now at the dawn of a brave new 
world? To consider these questions we shall 
briefly survey the evolution of health services 
in India. 

At the glimmerings of the dawn of inde¬ 
pendence in India was established the Bhore 
Committee to draw up the blue-print for the 
health system of India. In view of the quan¬ 
tum and nature of the health problems in 
the country the Bhore Committee drew up 
a plan that laid emphasis on preventive ser¬ 
vices focusing on rural areas linking health 
to overall development. These recommenda¬ 
tions were considered eminently feasible 
within available resources; they were ac¬ 
cepted as the minimum irreducible if a dent 
was to be made on the health profile of the 
country. The recommendations were ac¬ 
cepted by the government of India; they were 
not however to sully the conscience of our 
planners. During the first two plan periods 
health obtained 3.3 and 3 per cent of the 
total plan outlays, much below the irreduci¬ 
ble minimum of 10 per cent recommended 
by the Bhore Committee. Further within this 
budget, 55 to 60 per cent was allocated to 
curative health services and to medical 
education. Public health obtained a mere 
third of the budget. Of the funds available 
for public health, the major share was 
garnered by the vertical programmes like 
malaria, small pox and soon even family 
planning, for, by the early 1960s, it was 
decided that the ftumber of poor ought to 


be controlled ‘on a war footing’. In other?-: 
words while hospitals and medical col leges ,: 
came up, primary health centres did not. - 

In the third plan the Mudaliar Commit- 
tee’s recommendations came to force. This -- 
committee had noted that the primary health 
care system that had evolved bote no teaem- i 
blance to that visualised by the Bhore Com¬ 
mittee Very curiously, however, the con¬ 
solidation of existing services to be on par 
with the west rather than building up the 
PHC network was recommended. The fami- ' 
ly planning programme now took wing. The i 
extension education approach not having - 
been successful, the IUCD was retied upon; 
that having proven a failure a target- 
oriented, time-bound programme was laun- 
ched.- During the Third and Fourth Plans 
health budgets continued to decline even at 
expenditure on family planning increased 
sharply. Health obtained 2.63 and 2.12 per 
cent; family planning was allocated 0.29 and 
1.76 per cent respectively. Over this period 
the colossal malaria eradication programmes 
suffered a series of set backs. Among other 
reasons, technical and logistical, one of the 
major reasons for the failure of the pro¬ 
gramme was that a health structure, one 
capable of carrying out surveillance; had not 
been developed adequately. During the Fifth 
Plan health and family planning received 
1.92 and 1.24 per cent respectively. Even as 
recognition is said to have dawned that 
"development is the best contraceptive" this 
plan period witnessed the use of brutal 
methods to obtain family planning targets. 
And in view of the continuing set backs to 
the malaria eradication programme, a new 
strategy for the control of malaria was drawn 
up; eradication became a long-term objec¬ 
tive. Efforts were belatedly made now to in¬ 
tegrate the vertical programme; a task not 
yet adequately achieved. 

During the Sixth Plan health and family 
planning received 1.86 and 1.03 per cent of 
the budget respectively. In a departure from 
previous plans the Sixth provided for an in¬ 
crease in the allocation for rural health. This 
was, however, at the expense of preventive 
programmes: reduction of medical expen¬ 
diture was only 4 per cent whereas that for 
the control of communicable diseases was 
H per cent. The family planning programme 
now came to be directed at poor women 
whose reproductive profligacy was con¬ 
sidered the cause of the country’s poverty. 
This period also witnessed official policy to 
encourage the corporate sector to enter the 
health market. 

The Seventh Plan made some efforts 
towards strengthening health infrastructure. 
Health and family planning were allocated 
1.88 and 1.80 per cent of the budget respec¬ 
tively. Yet towards the end of this period, 
given the lack of correlation between pro¬ 
gramme performance and birth rates, it was 
grudgingly acknowledged that the massive 
family planning programme had not been 
successful. With financial incentives from 
the state there occurred a mushrooming of 
super speciality institutions for high 
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What is striking however, is that in our 
country now, not only is the morbidity and 
mortality load still high but there has been 
no change in their overall character; infec¬ 
tious diseases continue to be the major 
causes of morbidity and mortality; malnutri¬ 
tion continues to be widely prevalent. Data 
from the National Nutrition Monitoring 
Bureau reveals that while the prevalence of 
severe malnutrition has somewhat declined 
that of moderate malnutrition has in fact 
increased, while the prevalence of mild 
malnutrition remains unchanged 

What we have achieved has been to evolve 
plural and divorced worlds of health sys¬ 
tems. One endowed with advanced and ex¬ 
pensive technology, concerned with cancer, 
diseases of ageing and so forth and another 
at the periphery which fails to confront 
preventable morbidity and mortality The 
former attends to the needs of a small 
minority whose living standards includes ac¬ 
cess to public health services. The latter fails 
to recognise that the prevailing morbidity 
and mortality arc rooted in poverty and arc 
therefore, not amenable to technical 
solutions 

India is now poised at a new conjuncture. 
The World Bank-IMF policies of structural 
adjustment is piegnant wiih dire conse¬ 
quences for the health of the majority. They 
will further wrench apart the distance bet¬ 
ween these dual health systems. The cut in 
health budgets would mean that health in¬ 
stitutions, on the verge of collapse, may 
simply go under. At the recent World Health 
Assembly in Geneva the minister for health 
and family welfare declared that we do not 
have sufficient resources for primary health 
care. Reports, meanwhile, have come in of 
cholera deaths in Tripura and in Bihar; while 
Delhi, the most endosved of Indian cities, has 
started reporting cases of cholera. The threat 
of cholera flaring up again therefore, 
persists. 

These are not merely Cassandra’s fears. 
Data not just from Peru hut a number of 
other countries that have implemented the 
World Bank-IMF dictated policies of struc¬ 
tural adjustment reveal the grim conse 
quences of these policies. UNICEF’s The 
Stale of the World's Children 1992 notes that 
given the problems of external debt, of 
declining terms of trade and of protec¬ 
tionism in the markets of the first world the 
1980s were disastrous economically for the 
majority of the countries of the developing 
world. It states “UNICEF has watched the 
deterioration of that economic environment 
being translated, in many countries, into ris¬ 
ing malnutrition, preventable disease and 
falling school enrolments”. The report fur¬ 
ther goes on to warn that "the developing 
world will find it difficult to find a place in 
the new world order”. 

To illustrate, a 10-country study on the ef¬ 
fects of recession and structural adjustment 
on health, published by UNICEF, showed 
a deterioration in the nutritional status of 
children in eight of these countries, infant 
and child mortality rates which had been 
declining for two decades since the 1960s 
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showed either a reversal of the trend or a 
slowing down of the rate of decline. Data 
from Zambia show that between 1980 and 

1984 hospital deaths due to malnutrition in¬ 
creased from 2.4 to S.7 per cent in the 0-11 
months age group and from 38 to 62 per cent 
in the age group 1-4 years. Between 1980 and 

1985 infant mortality rates went up from 146 
to 168 in Ethiopia, from 97 to 108 in 
Uganda, from 103 to 110 in Tanzania and 
from 87 to 91 in Kenya. Similarly childhood 
mortality rates went up from 32 to 38 in 
Ethiopia from 18 to 21 in Uganda, 19 to 22 
in Tanzania and 15 to 16 in Kenya over the 
same period. 

The devastation to people’s health and liv¬ 
ing conditions in the developing world has 
lead to calls by UNICEF for "adjustment 
with a human face”. As India prepares to 
tread the same path some sobering reflec¬ 
tion is called for Are we prepared to con 
denin the country, in perpetuity, to be a ’fac¬ 
tory of disease’? 
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REVIEWS 


Rethinking Development 

Vibhooti Shukla 

The Political Economy of Development and Underdevelopment edited 
by Charles K Wilber and Kenneth P Jameson, fifth edition, McGraw-Hill, 
New York, 1992; pp xvi + 656. 


THE book under review is the fifth edition 
of a compendium of readings on economic 
development, many of them previously 
published or otherwise presented m a 
multidisciplinary variety of fora. Prior edi¬ 
tions span several ‘epochs', from the period 
of early optimism of the pioneers of 
development thought through the recent 
resurgence of free market ideas and the con¬ 
current attack on ‘development’ economics. 
This edition, as the editors put it, “ is 
published at the beginning of the last decade 
of the twentieth century, a time when the old 
verities are collapsing. The cold war is en¬ 
ding, the eastern European countries arc- 
moving from centrally planned economies 
of the second world to market oriented 
underdeveloped countries of the thud 
world." 

The selections in the current edition arc 
ideologically eclectic, and piovidc a balanced 
retrospective and contemporary reptesenta- 
lion ot principal forces in the thought- 
development ot the field. While, by and 
large, of high scholarly quality, they are also 
quite accessible to the lav reader and to 
policy-makers. The editors’ agenda is sum¬ 
marised thus' In the wake of a somewhat 
painful realisation on the part of the 
development community that "(t)here are no 
easy answers. , if progress is to be made 
against the poverty that afflicts the majority 
of humankind the 'bias for hope’ must be 
rekindled and combined with serious analy¬ 
sis of problems and solutions. We hope this 
book is a contnbutton to that rekindling and 
analysis” 

This review attempts neither to nace the 
chronological evolution of the volume’s suc¬ 
cessive editions, nor to inventory the entire 
set of readings presented in this one. Rather, 
we choose to evaluate the current set of selec¬ 
tions for their relevance and comprehen¬ 
siveness with respect to two trends in the 
theory and practice of development that 
seem pertinent in the present contest: One, 
the calling into question of orthodox policy 
prescriptions in the practice of development; 
secondly, and more fundamentally, the ques¬ 
tioning of the validity and distinctiveness of 
the body of theory that has corne to be 
known as development economics. 

On the one hand, absolute declines in liv¬ 
ing standards in many parts of the develop¬ 
ing world have called into question the once 
mainstream tenets of capital fundamenta¬ 
lism, import-substituting industrialisation 
and strategic sectoral emphasis in the pur¬ 
suit of rapid economic growth. The more 


spectacular economic and political break¬ 
down of the planned economies of the 
former eastern bloc, on the other, has put 
doctrinaire socialism on the defensive. Both 
have contributed to significant disillusion¬ 
ment with proactive development efforts in 
general, and, m particular, have led to a reap¬ 
praisal of widespread involvement in such 
affairs by that traditional instrument ol 
development, the state? 

Arguably, the disenchantment with cur¬ 
rent - development approaches has more to 
do with pragmatic concerns than with pure 
ideological shifts In development economics 
(as in general economics, and, indeed, most 
social sciences), (he history of thought was 
shaped by the prevailing circumstances. So 
too, much ot the recent questioning of the 
adequacy of development models in address¬ 
ing the problems of development is rooted 
in immediate past experience. But there is 
an inescapable implication for development 
theorising. A ictogmtion ot the failure of 
received paradigms to anticipate or respond 
to problems creates the imperative for (a) a 
positive unalvsis of this failure, and (b) an 
agenda for revised methods of addressing 
perceived deficiencies. 

Ihus far, expectedly, critiques have been 
more forthcoming than theoretical rcconst- 
i actions. I he epistemological challenge fac¬ 
ing development economics today is to seize 
the offensive to participate in this needed 
reconstruction of development theory. In a 
sense, the defctence to market institutions 
signalled by the current World Bank stance 1 
might be constiued as a triumph (of sorts) 
for neoclassical economics; however, it is one 
that leaves the status of development econo¬ 
mics unresolved. Does the separateness of 
the development economics sub-discipline 
have an intellectual legitimacy, apart from 
a ‘particularistic’ rather than universal 
application of neoclassical economics? Do 
development contexts have a .specialness 
distinct enough to require new themes and 
paradigms? What accommodations must 
neoclassical economics make, if any, in 
recognition of these special circumstances? 

One can reasonably ask if the literature 
in general has responded to these questions, 
and, in particular, whether the selections in 
the present book of readings reflect any 
movement in such a direction. In his requiem 
for development economics, Albert Hirsch- 
man , 2 one of its early pioneers, states: 
“.. .our sub-discipline had achieved its con¬ 
siderable lustre and excitement through the 
implicit idea that it could slay the dragon 


of backwardness virtually by itself or at 
least, that its contribution to this task was 
central. We now know that this is not SO." 
Hirschman cites a lack of sensitivity to In¬ 
digenous institutions and aspirations on the 
part of development economists, accusing, 
them of condescendingly imposing an essen¬ 
tially simplistic growth path. 

The editors of the present volume reiterate 
that its readings emphasise the political 
economy rather than the narrowly economic 
approach and issues. “Many of the readings 
are excellent examples of radical political 
economy radical in the sense that they 
are willing to question and evaluate the most 
basic institutions and values of society? This 
is encouraging, because a large part of the 
justification for the need for a separate 
economics for developing countries is predi¬ 
cated on institutional differences. The near¬ 
exclusive focus ot conventional economics 
on the institution of the market naturally 
raises questions about the promises (and 
pitfalls) of borrowing from disciplines where 
primacy is accorded to the study of other 
institutions. What are some of the new direc¬ 
tions that are indicated by economists and 
non-economists in this regard? 

In the section entitled Theory and Method 
in Economic Development, Amartya Sen’s 
article, ‘Development: Which Way Now?’ 
marshals evidence to defend the thematic 
congruence of the earlier corpus of beliefs 
and argues against a summary debunking 
of traditional development theory, con¬ 
cluding that average experiences are not at 
variance with them, notwithstanding parti¬ 
cular successes and failures. He contends 
that the real thematic deficiency of tradi¬ 
tional development economics was its inade¬ 
quate recognition that economic growth is 
no more than a means to some other objec¬ 
tives, and goes on to offer his characterisa¬ 
tion of economic development in terms of 
the expansion of broader entitlements 
generating ultimate human capabilities, with 
the further implication that entitlements 
may not operate only through market forces, 
but through a variety of social and political 
mechanisms. 

The role of one such institution, the state, 
is subject to scrutiny and critique in the same 
section by Deepak Lai in the article ’The 
Misconceptions of ‘Development Econo¬ 
mics' ’ He assails what he labels the dirigisle 
dogma', rooted in the justification that 
neoclassical economics was . .unrealistic 
because of its behavioural, technological, 
and institutional assumptions”. Echoing the 
approach of the “new or neoclassical 
political economy", Lai asserts that even in¬ 
tellectually valid arguments against laissez 
fatre based on market failure were insuffi¬ 
cient grounds for assuming the state’s 
bureaucratic capacity to redress failures of 
efficient resource allocation. Imperfections 
m political and administrative institutions, 
he asserts, are endemic to the third world. 



and may well surpass any market imperfec¬ 
tions consider' d peculiar to these contexts. 
In a rejoinder to this approach, G K 
Helleiner, in his ‘Conventional Foolishness 
and Overall Ignorance: Current Approaches 
to Global Transformation and Develop¬ 
ment', reciprocally challenges the general 
deduction that compels Lai’s choice of 
market over state imperfections. 

It would seem the question of market 
failure versus government failure might be 
amenable to empirical resolution in par¬ 
ticular instances. As Helleiner cautions: 
“The only weapon with which we can fight 
effectively is hard evidence that challenges 
the simplistic nostrums of the fundamen¬ 
talists of economic, political, and othci 
doctrines!' Whether development economics 
offers appropriate positive frameworks 
under which the issue of state vs maiket ef¬ 
ficiency may be rigorously put to the tesi is 
moot. In the section entitled Industry in 
Development, Helen Shapiro and I.ance 
Taylor's article 'The State and Industrial 
Strategy' reviews some of the formal models 
of interaction between stale and economy 
directed at showing how government inter¬ 
vention may produce inefficiencies, fiom 
Mancur Olson's collective action Iramework, 
to Huchanan’s public choice approach and 
its application to tiade and development as 
presented on the litciature on rent seeking 
and directly unproductive profit-seeking ac¬ 
tivities, to Douglas North's property rights 
based characterisation of the trade off bet¬ 
ween economic efficiency and stale power 
in a historical context 

Shapiro and Iaylor concede that the early 
development thcotisis committed a funda¬ 
mental flaw in accepting the neoclassical 
separation of the economic and political 
spheres, “. since they relied upon the state 
as an agent of change and presumed that it 
had the requisite political autonomy and ad 
ministrative tools to carry out the task” 
However, they also fault the neomarket 
literature, both on grounds of the tenuous 
ness of demonstrated empirical connections 
between microeconomic price reform and 
significantly improved aggregate economic 
performance, and for Us proponents' 
positive theories of the state* “More fun 
damentally, the neoclassical isomorphisms 
between absence of distortions, efficiency 
and growth are ahistorical and timeless 
As they reify the market, the neoclassical 
political economists elude an explicit discus¬ 
sion of the state, despite their claim to mak 
ing public action and endogenous varia¬ 
ble. . A more sophisticated political 
economy is required, to explain and not just 
postulate the relationship between slate and 
society!’ 

What new insights do claimants to the 
legacy of the classical political economists 
have to offer? Current thinking on political 
economy in the Marxian tradition is repre¬ 
sented in the readings under the rubric of the 
section Economic Development and Under¬ 
development in Historical Perspective by 
'Perspectives on Underdevelopment: Frank, 
the Modes of Production School, and 
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Amin’. The authors, David F Riccio and 
Lawrence H Simon analyse and attempt to 
reconcile three of the theories that have 
emerged as contending positions on the left 
The authors comment that these radical 
alternatives 10 ‘bourgeois’ devclopineni 
theory ‘see’ a different reality in the currently 
less developed or underdeveloped countries 
because neoclassical and neo-Marxian 
theorists have different conceptual entry 
points "Orthodox theorists tend to focus on 
individual decision-making jwhilej the 
radicals start with either the circulation ol 
commodities, modes of production, or the 
relations ol exchange." The difficulty with 
both traditions, the authors conclude, is that 
each attempts to “reduce the explanation ol 
a complex and diffuse phenomenon -world 
development in the past four hundred 
years —to an ultimately determining tac 
101 One can be justifiably wars ol 
whelhcr any theor^of this sort can provide 
an entirely convincing account” Political 
ideology aside, this calls for a developme.it 
theory riot blind to historical insight and 
which reconciles the logic of social action 
with that of mierobchaviout is one that 
neodassicists might heed. 

Interestingly, considerable scepticism 
about the robustness and relevance of the 
Marxist paradigm itself is in evidence in the 
aftermath of socialism’s apparent demise. In 
his article, 'Revolution in Eastern Europe 
Ixssons for Democratic Social Movements 
(and Socialists)' in the section of the volume 
entitled, Development, Democracy, and 
Contemporary International Institutions, 
Andre Gundcr Frank characterises a context 
where the economics vs politics dichotomy 
disregards the former at its peril. Where na¬ 
tionalism and ethnicity have heljied mobilise 
people into social movements in former 
eastern-bloc countries, he says, “. .(I)ndced, 
the most urgent political problem after 
‘liberation’ is widely presented as what to do 
about the state." He notes, however, that “the 
euphoria of democratic success has relegated 
problems ol economic structure and process 
that are hardly transformable by political 
euphoria alone” In the final analysis, Frank 
lays out little hope for a resurgence ol 
socialist ideology that would be “obliged by 
the hard facts ol life to rethink socialism 
land) take account of com|>etitn>n”. In 
‘Beyond Capitalism and Socialism in Africa’, 
Richard Sklai speaks lor many developing 
contexts when he observes that "African 
socialists todav have no useful socialist 
models of high economic achievement for 
third world countries in the late twentieth 
century In Africa, outside of South 
Africa, the premise ol competition between 
capitalism and socialism has very little 
significance outside intellectual circles, 
where it does impair the ability of the 
theorists to contribute new ideas to the cam¬ 
paign for development . this conception 
ol ideological conflict no longer serves as 
a guide to policy or statecraft in African 
countries!' 

In ‘Toward a Ncn-Ethnocentric Theory of 
Development: Alternative Conceptions from 


the Third World', Howard Wiarda, a poli¬ 
tical sociologist, dismissing the western 
development model as parochial and Euro¬ 
centric, calls for an assertion of indigenous 
third world development models. TVaditiona) 
institutions, such as patronage networks, 
clan groups, religious institutions and 
movements, extended families and the like, 
"have been woefully understudied and repre¬ 
sent some immense gaps in our knowledge 
concerning these societies..studying 
them, Wiarda says. “ . should seem to 
represent the next great frontier in the social 
sciences!’ Optimistic about prospects for new 
indigenous intellectual constructs, his argu¬ 
ment is then taken to a disturbing extreme: 
“Not only must we re-exarnine a host of 
essentially western social science assump¬ 
tions but we must also be prepared to ac¬ 
cept an Islamic social science of develop¬ 
ment, an African social science of develop¬ 
ment, a I atm American social science of 
development, and so on .” Indeed, employ¬ 
ing Wiarda’s own distinction between a 
theory of development that comes from 
many sources and different theories of 
development for different regions, one may 
wish to sound a caveat about the episte¬ 
mological pitfalls inherent in confusing the 
latter with the former. 

Another potential roadblock to-any ob¬ 
jective discussion or purposeful action is 
fatuous questioning of the fundamental 
premise that development is desirable The 
issue of development as a value-laden con¬ 
cept recurs in critiques of conventional 
economic theory, and musf be dealt with 
pragmatically in any reconstruction of the 
subject—legitimate as the quest for positive 
explanations of attitude and value forma¬ 
tion might be for broader social science, a 
new development economics can ill-afford 
to stray far afield from the normative im¬ 
plications of its mandate that its central con¬ 
cern is economic betterment In their article 
‘The Human Dilemma of Development’ in 
part six of the collection, The Human 
Dimension of Development, Denis Goulet’s 
and Charles Wilber’s eminently apt re¬ 
joinder to those who would cite the social 
costs of development is that there are more 
onerous costs in remaining underdeveloped. 
As a useful middle ground, they propose 
agreeing upon standards for evaluating the 
acceptability of these costs relative to the 
benefits of the process. (One example is the 
possible incorporation of an explicit cri¬ 
terion such as environmental sustainability 
into economic growth prescriptions.) And 
while it might not always be possible to keep 
development value-free, a broadening of the 
concept may be entirely jp order. According¬ 
ly, Keith Griffin and John Knight’s article, 
‘Human Development: The Case for Renew¬ 
ed Emphasis’ m the book’s final section, 
What Is to Be Done? invokes Sen’s concep¬ 
tion of development as a process of the ex¬ 
pansion of human capabilities to support 
protection of education, health and nutri¬ 
tion objectives against the fiscal squeeze 
often accompanying structural adjustment 
imperatives. 
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The article, ‘The New Development 
Economia’ by Joseph Stiglitz in the Agri¬ 
culture in Development section develops a 
basis for a continued justification of the sub¬ 
ject’s claim to a separate identity. His case 
rests on the rationality of individuals but the 
costliness of information, the argument in 
this instance applied to an explanation of 
features of rural organisation—in particular, 
market interlinkages—frequently found in 
developing countries. More broadly. Stiglitz 
distinguishes his emphasis on imperfect in¬ 
formation from irrationality assumptions, 
departures from competitiveness, or exploi¬ 
tation hypotheses, and lays out a set of in¬ 
ternal and external criteria under which 
alternative theories may be evaluated. In¬ 
terestingly, despite the affinity of his infor¬ 
mation cost/incentive approach to the tran¬ 
sactions cost approach, he faults the latter 
on the ground that theories based on it fail 
the test of falsifiability: transactions costs 
are often unobservable. Nevertheless, he 
recognises a more general need to explain 
rather than assume institutional frameworks: 
“Institutions adapt to reflect these informa¬ 
tion (and other transaction) costs. Thus in¬ 
stitutions are not to be taken as exogenous, 
but are endogenous, and changes in the en¬ 
vironment may lead, with a lag, to changes 
in institutional structure." 

lb base a reconstruction of development 
economics on the foundation of the infor¬ 
mation or even a transactions cost approach 
is admittedly too narrow and restrictive; it 
would surely be a pale ‘new’ development 
economics that would emerge from exclusive 
feliance on such a justification. A broader 
institutional emphasis holds significantly 
more promise. Yet one might do well to heed 
Stiglitz’. insistence on methodological rigour. 
As he asserts, “important instances of cur¬ 
rently dysfunctional institutions and cus¬ 
toms can clearly be identified... Yet, as 
social scientists, our objective is to identify 
the systematical components, the regularities 
of social behaviour, to look for general prin¬ 
ciples underlying a variety of phenomena. 
It is useful to describe the institutions found 
in the rural sector of LDCs, but description 
is not enough!’ We agree. With Shapiro and 
Ifcylor, we also reject as unfruitful more 
purist approaches from other narrow disci¬ 
plinary frameworks that would seek to 
“reduce economic development to a problem 
of domestic institution building...” A 
multiplicity of isolated discipline-specific ap¬ 
proaches to development would only foster 
splintering of the subject into an amorphous 
and fragmented field, and ultimately erode 
its policy relevance. Nevertheless, contribu¬ 
tions from endeavours of inquiry which have 
specialised in the study of institutions other 
than the market can no longer be naively 
disregarded by mainstream development 
economists, as they have been. 

There is much to be said for the attrac¬ 
tiveness of a transdisdplinary dialogue that 
can evolve new mutually comprehensible 
frameworks by selectively synthesising useful 
insights afforded by the various social 


sciences in a way that does not compromise 
adherence to scientific rigour. The strength 
of economics, and the comparative advan¬ 
tage of its analytical tool kit over its fellow 
social sciences in the development area has 
always tain in the high degree of consensus 
about its central paradigm. In the wake of 
the breakdown of the old wisdom, a new 
consensus will need to be forged in the field 
of development. Development economics 
has a fresh opportunity for assuming a 
leading role in the current rethinking about 
and framing of a proactive agenda for 
development Within general economics, ap¬ 
proaches such as the ’new institutional 
economics’ (which endogenise institutional 
change) and public choice or the ’new 
political economy’ (which explain political 
decision-making) offer promising applica¬ 
tions to development, if sensitive to 
multidisciplinary perspectives. An inter¬ 
disciplinary revitalisation of development 
economics through an eclectic borrowing 
from other disciplines such as political 
science, anthropology, or social psychology 
while retaining its own disciplinary strengths 
should serve to extend the frontier of 
economics itself, not hegemomstically, but 
in ways benefiting all social science. 4 Cer¬ 
tainly, the selections (including several not 
cited in this review) in a volume such as this 


show the scope for, if not the actualisation 
of such an integrative synthesis. 

Notes 

1 The call for more ‘market-friendly’ develop¬ 
ment is articulated in World Bank, World 
Development Report, 1991, OUP, New \brfc, 
1991. 

2 In Hirschman, Albert (1981). ‘The Rise and 
Decline of Development Economics' in 
Essays in Trespassing: Economics to Milks 
and Beyond, Cambridge University Press, 
Cambridge. 

3 This theme is echoed by Fishlow, Albert 
(1991], ‘Review of Handbook of Develop¬ 
ment Economics’, Journal of Economic 
Literature, December. Fishlow argues that 
what development economics lacks is an ade¬ 
quate theory of government policy. 

4 The beginnings of an interdisciplinary 
dialogue (limited albeit to measurement 
issues in economic development) may be 
found in Bardhan, Pranab (cd) |I989|, Con¬ 
versations between Economists and Anthro¬ 
pologists: Methodological Issues in Measur¬ 
ing Economic Change in Rural India, OUP, 
Delhi. 

(Vibhooti Shukla was killed in a freak hot¬ 
air balloon accident at Dallas, USA, on 
August 8 She was 33 ) 
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Pressure Groups in India 

Sumanta Banerjec 

Pressure Groups and Democracy in India by L P Misquitta; Sterling 
Publishers, New Delhi, 1991; pp 320, Rs 275. 


WHILE the state is indeed an organ of class 
rule, in India the motley and protean charac¬ 
ter of the ruling classes have invariably led 
to a proliferation of pressure groups from 
among various sections ol them which seek 
to influence the state's decision-making in 
areas which affect their respective interests 
Economic pulls and picssures, and contra 
dictions among these cliltc-reiit groups, are 
brought to bear upon the state which some¬ 
times mediates between llie tontlniing in¬ 
terests, sometimes mm. unit's n> a more 
powcrlul pressure group, and sometimes 
overrides another depending on (lie Join 
each group enjoss In itsaiicnipi loauom 
modate these \anotis vlass interests the dit- 
ferent segments ol ihe commercial and in¬ 
dustrial classes, llie agianan landed classes, 
the increasingly annulate lobbies Iroin 
among ihe professionals and bureaucrats— 
the Indian stale has been sicadlast in its for¬ 
mulation and implementation of policies 
that have successfully countered pressures 
from the other groups of ihe Indian popu¬ 
lation— the rural poor, the tribal minorities, 
unorganised labourers, and even the unionis¬ 
ed industrial proletariat, who lot in t lie hulk 
of the Indian population 

The book under review focuses primarily 
on the business interests (commercial and in¬ 
dustrial) as pressure groups in the Indian 
situation, with sidelong glances at two other 
sectors—the farmers’ lobby and the trade 
unions. In four wclbdocumentcd chapters, 
the author traces the rise ol the business 
lobby from the pre-independence days, us 
influence on and links wnh ihe Indian Na¬ 
tional Congress, and its development as a 
powerful pressure group (through HC'CT 
and other influential mdustnal houses like 
theTatas) in the post-independence era. He 
takes us through the complex net wot k of ihe 
bureaucrat-industrialist-pulitician nexus 
(citing well knowncases of grants of licences 
to industrial houses in exchange of bribes, 
donation to Congress election funds by com¬ 
panies, linkages with foreign powers which 
culminated in the disclosure of espionage in¬ 
volving senior government officials, a liaison 
officer of a west European industrial con¬ 
cern, and a foreign embassy official in 1985) 
He also gives an interesting account of how 
FICCI influenced ihe government’s indust 
rial and financial policies by pressurising 
New Delhi to simplify import control pro¬ 
cedures in 1956, amend the Representation 
of People (No 2) Bill, revise the wealth tax 
and expenditure tax in 1957, force ihe Rajiv 
Gandhi government to lower the oil and 
petrol prices. 

Business interests have succeeded in pro¬ 
tecting their own concerns all through the 
history of changes in official policies. 


“1 hough business could not stop bank na¬ 
tionalisation or the Industries Regulation 
Act of 1951, it could block the amendment 
to Companies Act that could arm special 
tribunals to remove fraudulent managements!' 

I here is also an interesting account of (he 
emergence o(“pressure groups within the in¬ 
dustrial complex, leading to the split in 
FICCI, caused by conflicts between trade 
ancf industry circles. “Conflicts .. arise bet 
ween importers who want to continue to im¬ 
port goods and the manufacturers who want 
to keep them out. There are differences bet- 
ween those who favour foreign collaboration 
and those who want to emphasise on indi¬ 
genous goods.” Conflicts between traditional 
business houses with close political links 
with the ruling party (like the Birla house) 
and others (joined by new entrepreneurs) 
seeking their say in the state’s new industrial 
policies indicate the fissures that quite often 
cripple the ability of the industrial class as 
a whole to operate as a unified pressure 
group in India. Their divided reactions to 
the latest new economic policies is a pointer. 
Differing priorities of particular industrial 
houses and commercial concerns, depending 
on their respective stakes in their linkages 
(either with multinationals, or with ruling 
politicians) or in the manufacturing sectors 
in which they operate, depending again on 
the fluctuating demands of the goods in the 
world and domestic markets, are (actors 
which need to be analysed in any attempt 
to understand the behaviour of the Indian 
industrial and commercial interests. Simplis¬ 
tic readings like contradictions between the 
‘national bourgeoisie’ and the ‘monopolist 
bourgeoisie’ or the ’compradore bourgeoisie' 
are no substitutes for a rigorous analysis of 
the more complex interaction among the 
various sections of the Indian bourgeoisie— 
along sectoral, regional and other lines. Mis- 
quitta’s book of course is not expected to 
delve into these questions that have bearings 
on a theoretical analysis of the tousled mat 
ot weeds that constitute the Indian bour¬ 
geoisie—a task that could be left to leftist 
economists who are yet to come up with 
such an analysis based on empirical data 
that would identify the different priorities 
of the various industrial and commercial 
concerns and trace their influence on state 
policies. 

Although not as influential as the business 
lobby, the farmers’ lobby has made its pre¬ 
sence felt in policy decisions of the state One 
chapter in the present book deals with this 
aspect, tracing the rise of the pressure groups 
in the agrarian sector—the sugar lobby of 
rich farmers in Maharashtra, their counter¬ 
parts in Ihmil Nadu, Karnataka and Gujarat. 
(Tikait's name is surprisingly missing in this 


list.) Their demands are more or less com¬ 
mon: remunerative prices for their produce, 
abolition of betterment levy, reduction m 
water cess, subsidies for farm inputs, 
elimination of middlemen, scrapping of dual 
prices, etc Since most of these demands are 
confined to the states—unlike those of the 
more centralised and belter organised in¬ 
dustrial interests, which negotiate with the 
centre—these agrarian pressure groups have 
to operate at a localised level to influence 
ihe policies of their respective state govern¬ 
ments. Misquitta however, while describing 
the farmers’ lobby, oddly enough bundles 
together Shankar Guha Neogi on the one 
hand, and Verghesc Kunen of Anand on the 
other with Sharad Joshi of Maharashtra, 
Sivaswamy of Tamil Nadu, Nanjundaswamy 
of Karnataka and other farmers’ leaders. 

Similar ill-informed observations (e g, 
“.. we should follow the prescription that 
has cured the malady and put other coun¬ 
tries like Japan, Taiwan, Hong Kong and 
Singapore on the toad to prosperity and 
plenty”; or “It is undoubtedly in a free 
market economy that the consumer bene¬ 
fits") often mar a dissertation, which is 
otherwise a valuable contribution to the 
research on the emergence of Indian business 
interests as powerful lobbies and their in¬ 
fluence on otficial industrial policies. Betler 
editing could have made the narrative less 
repetitive and more readable. 
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Rural Energy System and Agriculture 'j 

Alternative Scenarios for Gujarat | 

J P Painuly 

Jyoti K Parikh ''J 

I> K Shah 

This article examines rural energy scenarios in a system’s framework. The linkages between food, fodder, fuel 
and fertiliser have been considered in a consistent jramework while examining the effects of various policies on 
rural energy system. Model considers policies such as increased fuel efficiency, increased feeding of livestock, in¬ 


creased fertiliser use, HYV adoption 
etc, for a time horizon up to 2000. 

I 

Introduction 

AGRICULTURE has very strong linkages 
with rural energy system in India and otltei 
developing enunmes where non commercial 
enctgy forms an important component of 
rural energy. The linkage is two way 
agriculture requires energy and at the same 
time provides energy to the system Lnergy 
required for agriculture includes direct 
energy inputs provided by human, animal 
and machine power for land preparalic t and 
other formal activities related to crop pro¬ 
duction, irrigation, tiansport of input 
materials and output, etc It also calls for 
indirect energy embodied in fertilisers and 
pesticides. Agriculture' provides energy in 
the form of non commercial fuels such as 
crop residues, animal dung and wood 10 the 
households and feed to the animals It also 
provides fuels and draft power ot animals 
for allied activities m rural areas. 

Most of the studies that investigate tural 
energy system either look at the energy re¬ 
quirements of the agriculture |see for exam¬ 
ple, ARPU, 1990, and Moulik et al, 1988), 
or energy needs of households |see for ex¬ 
ample, Moulik et al, 1985, Sharan et al, 1987 
and Veena D R, 1988). However, as mention¬ 
ed above, energy and agriculture have snong 
linkages with each other, therefore, any 
change in one may affect the entire rural 
energy system. For example, changes in 
agriculture system, such as use of high 
yielding varieties (HYV) which has less crop 
residues or changes in cropping patterns 
hast effects on crop residues availability for 
fuel, and livestock breeding patterns have 
implications to dung availability and hence 
rural energy system. The methodology 
developed by Parikh [1985j encompasses 
these linkages in a linear programming 
framework. This was, therefore, used after 
suitable modifications to study the rural 
energy system of the Gujarat suit The revis¬ 
ed model is named INGRAM. 2 

The policy issues addressed by the model 
are: (a) Wh»i are the implications of a given 
crop-allocation pattern if the different 
amounts of nutrition and energy that crops 
and crop residues provide are considered 


on a larger scale , relative price changes 

along with the dillercnt levels of inputs re¬ 
quired per heuarc. (b) What are the food- 
foddcr-fuel fertiliser relationships in lural 
areas of the state, how precariously are they 
balanced and how sensitive are they to ex¬ 
ternal foaes and perturbations? (c) What arc 
the variables arid parameters governing the 
decisions between organic and inorganic fet 
tilisers, e g, their upper limits, enetgy puces, 
their nutrient values, etc? (d) What is (he 
agricultural impoi lance of working animals 
that provide manure and small-scale draft 
power, but consume crop residues and feeds'' 

1 hese and olhei issues can be examined m 
such an integrated system-analytic model 
ling Iramework The model does not con¬ 
sider energy in food processing and food 
transport which can be also important as 
shown by Parikh [I986| and Parikh and Syed 
|I988) 

II 

Geographical and Economic 
Profile of Gujarat 

Gujarat is relatively more urbanised than 
other Indian states The percentage of ur¬ 
banisation in 198(3 81 census was 31 per cent 
against 23 per ceni at all-India level. This 
trend is expected to continue. This results in 
slow increase of aggregate rural population 
of Gujarat The state is drought-prone 
because only 24 per cent of its cropped area 
has assured water supply [in 1978-79; as per 
CMIE, 1988), including rainfall. The rain¬ 
fall in the state varies between less than 350 
mm and 2.503 mm, resulting in diversities 
in economic activities across the state. 
Economically, it is among the top five states, 
and relatively more industrialised slate with 
manufacturing sector contributing 21.6 per 
cent to stale's net domestic product as com¬ 
pared to 15.9 per cent all-India average in 
1984-85. 

AGRICULTURE AND ALLIED ACTIVITIES 

About SI per cent of the area in the state 
was sown in 1980-81. The cropping intensity 
has been low in Gujarat; I.0S8 per cent 
against all-India average of 1.223 per cent 
in 1980-81. No improvement in cropping 


(between fuel, feed and fertilisers), 

intensity has been observed till 1985-86. 
‘Uajra’, ‘jowar’, wheat, rice, maize and *tur' 
are major food crops, and cotton and 
groundnut other major cash crops of the 
state. The area under cash crops (non-food- 
giain crops) has been rather high in Gujarat; 
mote than 50 per cent against less than 2$ 
per cent at all India level. In terms of share 
ot production at all-India level, bajra, 
gioundnut and cotton are major crops, the 
shares being 22.9 per cent, 32.9 per cent and 
24.5 per cent, respectively, in 1980-81. 
foodgram yield and total production in¬ 
creased in Gujatat too in line with national 
i rend Due to lack of groundwater resources 
there is a high dependence of agriculture on 
rainfall. There have been frequent and 
drastic fluctuations in foodgrains output in 
Gujarat Yet, a high production is recorded 
at 5.7 million tonnes in 1983-84, compared 
to thiee to four million tonnes in the early 
70s. The lowest production level in agricul¬ 
ture in the last four decades was recorded 
in 1987-88, at I 4 million tonnes level! These 
fluctuations also affect the availability of 
crop residues, which in turn determine the 
state of livestock, feed and fuel import re¬ 
quirements from outside the rural Gujarat 
system. Moreover, major contribution to in¬ 
creased foodgram production has come from 
wheat and rice instead of coarse grains, 
changing the composition of foodgrain pro¬ 
duction. The gram to residues ratio for rice 
and wheat, especially for HYVs that have 
contributed to increased production, is lower 
than thar for coarse cereals. Therefore, the 
agriculture residues availability has not in¬ 
creased in the same proportion as the food- 
gram production The data on feed bought 
in the rural areas is not available, but for 
fuel, the consumption of kerosene in Gujarat 
recorded a 8.6 per cent increase in 1987-88 
(a bad crop year) compared to 1986-87, 
although population is expected to have 
grown by mere 1.9 per cent. The increase was 
5.8 per cent in 1988-89 (a good crop year), 
compared to 1987-88 kerosene consumption 
level. Besides kerosene, the uncertainty in 
agriculture also gets reflected in fertiliser 
consumption: from 4.02 lakh tonnes in 
1986-87, it is estimated to be around 5.9 lakh 
tonnes in 1988-89; a good agricultural year. 





The consumption of fertiliser increased over 
yean from about 16 kg/ha in 1970-71 to 38.6 
kg/ha in 1986-87, but remained below the 
all-India average of SO kg/ha consumption. 
Forests 

As per land utilisation statistics of Gujarat 
government, forest area in early 50s in Gu¬ 
jarat was 5.1 per cent of total reported area 
and increased to 10.4 per cent in 1984-85, 
which works out to 1.96 million hectares. 
However, as per satellite data released by the 
NRSA, forest within this area reported as 
‘forest area’ is much lower. The forest area 
worked out to about 5 per cent in 1972-75 
period, and declined to below 5 per cent by 
I980-82. 1 This is much below the all-India 
level of about 17 per cent and 14 per cent 
during the above-mentioned periods. The 
decreasing forest area has obvious adverse 
effects on ecology, and availability of fuel 
and fodder for rural population. 

Ecological Changes 

Uncullivable land in Gujarat increased 
from 10.3 per cent in 1960-61 to 15 I per cent 
, in 1984-85, whereas it generally declined in 
ether states, and at all-India 'evel, came 
down from 12 6 pet cent to 10 2 per cent. 
It vas estimated that by 1984-85, Gujarat 
had about 126 lakh hectares of its land (i c, 
67 per cent of reported area, against 57 per 
cent a* national level) affected cither by soil 
erosion or land degradation; 18 per cent of 
this area had been treated lor restoration bv 
1984-85. The decline in forest area from a 
meagre 5 per cent in the early 70s to 3 per 
cent in the early 80s has already been 
pointed out. Afforestation has however, been 
in progress since 1969, by 1987-88 9.3 lakh 
hectare had been afforested under different 
schemes like social forestry, conservation 
forestry and production forestry. According 
to official statistics 4 per cent of geogra¬ 
phical area, which, is about 42 per cent of 
total forest area in the state, was under good 
forests by 1988. Wasteland in the non-forest 
area, including saline and alkaline land, and 
wind and water eroded area, was estimated 
to be 72 lakh hectares in 1984, t e, 38 per 
cent of reporting area, against 31 per cent 
at all-India level. Groundwater declined bet¬ 
ween 2 metres and 5 metres during 1976-86 
in several places of Gujarat. This has been 
due to sub-normal monsoons and ground- 
water withdrawal beyond .sustainability. 

Comparison of Surveys of Household 
Energy Consumption 

Gujarat is one of the states where exten¬ 
sive studies on rural energy related issues 
have been made. These have been included 
in the references. Fuel consumptions for 
cooking, based on per capita consumption 
available from some relevant studies, work 
out as given in Thble I, for 1980-81. 

D R Veena’s study [1988] covers only one 
taluka, an administrative unit in a district, 
and hence its findings cannot be aggregated 
to state level. Girija Sharan study was oarried 
out by three different teams in three different 
regions 6f Gujarat, viz, north Gujarat, cen¬ 
tral and south Gujarat, and Saurashtra and 
Kutch during 1981-82 (winter only). The 


study does not disaggregate firewood and 
crop residues but puts them in one category. 
But if possible fuelwood use from other 
studies is taken, use of crop residues reported 
appears to be too high. In relation to this, 
NCAER study appears to have undercsti-’ 
mated use of crop residues, it should be 
more than that; Gujarat has crops like cot¬ 
ton, tur, and tobacco (besides other crops), 
stalks of which make good fuel for burning. 

If the results of these studies are treated 
as bounds then dung use as fuel can be ex¬ 
pected to be between 1.5 and 3.6 million 
tonnes, kerosene between 0.14 and 0.23 
million kilo litres (kl) and crop residues bet¬ 
ween 0.2 and 5.1 million tonnes. In addition, 
firewood between 3.4 and 4.2 million tonnes 
could have been used, besides small quan¬ 
tities of other fuels. To account for varia¬ 
tions across farm-size classes, fuel consump¬ 
tion weights available for different income 
classes in NCAER survey have been taken. 

Ill 

Model Description and 
Methodology 

As already mentioned, a linear program¬ 
ming model developed by Parikh 11985] was 
used to capture interactions in the rural 
energy system between agricultural produc¬ 
tion, livestock, fertilisers, energy use by 
households and so on. Modifications made 
in the present study pertain to different uses 
of different type of crop residues. Moreover, 
total digestible nutrients (TDN) and digesti¬ 
ble crude protein (DCP) intakes were con¬ 
sidered for animals in place of calorie and 
protein. This was done because the literature 
related to livestock feeding uses DCP and 
TDN. Choices for lighting, and village in¬ 
dustries use of energy were not considered. 

The objective function considered maxi 
misation of revenue available from crops and 
milk less expenditure on buying feeds, fuels 
and fertilisers. The model takes into con¬ 
sideration the following: several crop com¬ 
modities, activities of energy production and 
purchase, winch include the production of 
primary and secondary energy products—e 
g, wood, dung, and biogas, etc—and final 
energy purchase; twelve activities of fertiliser 
provision—i e, four distinct activities, viz, 
purchases of chemicals, biogas, manure, and 
crop residues for each type of nutrients, 
nitrogen, phosphorous, and potassium; re¬ 


quirements for food and energy by income 
class, and availability of land and other 
resources, such as several categories of 
animals, or cash. In addition, the model has 
the flexibility of introducing several land 
classes and/or sub-regions. Energy demands 
for cooking are considered in competition 
with energy demands for agriculture. The 
constraints considered were: 

(i) Crop residues balance. Ibtal residues 
available from crops should be equal or 
more than that used as feed, fuel, nutrient 
(fertiliser), and for other purposes. 

(ii) Feed balance. It is taken in two parts, 
viz, TDN and DCP requirements of cattles 
and buffaloes. In both cases, it is met from 
crop residues, grazing and bought feed. , 

(iii) Dung balance. Ibtal available dung 
should be at least the sum of dung used as 
fuel (cakes as direct use), biogas (fuel and 
fertiliser), and nutrient (direct use). 

(iv) Fertiliser nutrient balance. Each type 
of nutrient level requirement (i e, for N, P 
and K) is met from dung, biogas slurry and 
bought fertilisers. 

(v) Cooking energy balance. Cooking 
energy requirement is to be met from crop 
residues, dung wood, biogas and commer¬ 
cial energy sources, mainly kerosene; 

(vi) Budget constraint. It is considered for 
expenditure on fuels bought for cooking and 
lighting purposes. 

(vii) Individual energy supply balances: 
like for wood, biogas and kerosene 

Mathematical expressions for this model 
are already described in fturikh [1985]. Tbc 
equations were modified to account for dif¬ 
ferent types of crop residues and their possi¬ 
ble end uses. The animal feed requirements 
were considered in term of TDN and DCP 
in place of calorie'and protein used by 
Parikh. Part of the model that dealt with 
village industries, irrigation, transport and 
mechanised agriculture was not used due to 
non-availability of information. The modi¬ 
fied version of the model as used for this 
case study is giyen in Annexure I. 

Technical Coefficients 

The technical coefficients chosen reflect 
stable relationships in short time span as 
they relate to state of a technology or 
resource in use. Since the change in techno¬ 
logy is normally a slow process, changes in 
coefficients can be expected to take place 
over long durations only. The information 
on some of the coefficients used was not 


Tabu I: Fi.f i Consumption ton Cooking 1980-81 


1 uel 

Unit 



Study 




NCAER 

Wood 

Girija Sharan 

Vecna D R 



(1985) 

Balance 

(1987) 

(1988) 




(1984) 



fuel wood 

mi 

3.394 

4.21 

■ . , -—■■■■ - 

9.28 

3.174 

<■> 0 ? Residues 

ml 

0.197 

3.37 

_ 

5.658 

Dung Cakes 

ml 

2 105 

3.57 

1.456 

0.994 

Kerosene 

mill KL 

0,179 

0.131 

0.229 

0.331 

Bio-gas 

th cum 

4 000 

4.000 

_ 

— 

Soft Coke 

th cum 

34 000 

7.36 



IPG 

th tons 

2.000 

2.00 


. 

Electricity 

th KWh 

34.000 

— 


_ 

Useful average per capita 


500.000 

748.00 

779.00 

780.00 



reliable and tome have wide variations in 
space even within a state, for example, effi¬ 
ciencies of cooking stoves used, feed required 
per animal and so on. Values used here 
reflect best available estimates to the authors 
from different sources. The detailed list of 
coefficients and their sources are included 
in Anncxure 2. 

(i) Crop residues coefficients: These are 
the ratios of residues to the crop production. 
There may be variations depending on farm¬ 
ing practices, types of land, and varieties 
used, that is reflected in range of residues 
coefficients given in some sources. Girija 
Sharon [1987] and Veena [1988] have indi¬ 
cated values of these coefficients for some 
crops. Separate coefficients were used for 
normal and high yielding varieties. 

(ii) Nutrients from crop residues and 
dung-. These were taken in terms of Nitrogen 
(n), Phosphorous (p) and Potash (k) con¬ 
straints for each of these resources. 

(iii) Heal and efficiency coefficients for 
energy sources-. Various energy sources used 
for cooking ^nd lighting have two compo¬ 
nents; heat energy contents and efficiency 
of stoves. Both of these have been included. 

(iv) Feed availability coefficients. 1 hese 
DCP contents of different type of crop 
residues are included in this. 

(v) Livestock related coefficients-. These 
include coefficients like feed intake per 
animal in terms of DCP and TDN for dif¬ 
ferent type of animals, viz, for working, milk 
and other cattles and buffaloes. Similarly 
milk output for milch animals, dung out¬ 
put and fraction of dung collected for each 
category are also included. 

(vi) Other coefficients: These include 
useful energy requirements for cooking and 
lighting, etc. Details can be seen in Annex- 
ure 2. 

IV 

Base Run Validation for 1980-81 

The model is validated for 1980-81 to sec 
if the model results for 1980-81 arc the same 
as actually observed. In this process, it is 
possible to reflect on some parameters varia¬ 
tions on actual data. 

Base Run Parameters 
Base run is characterised by wood availa 
biiity of about 3.4 million tonnes (as is im¬ 
plicit in NCAER survey data [1985] on 
household energy consumption), dung avai¬ 
lability of about 5.8 million tonnes, and crop 
residues availability of 13.8 million tonnes. 
Based on the recommended feed as per 
ICAR experts [Pradhan, 1985], and actual 
availability of feed (mainly crop residues), 
it was concluded that it was beyond capaci¬ 
ty of the system to provide feed as recom¬ 
mended by the ICAR. The total availability 
of crop residues, its composition indicating 
suitability for feed, and amount used by 
households as fuel indicated that not more 
than 50 per cent of recommended feed was 
available to the animals. Other data for the 
base run include holding wise information on 
land use and cropping patterns, crop yields, 
fertiliser levels, livestock,population and pat¬ 


tern, rural population, etc Data and assum¬ 
ed values are reported in Anneture 3. 

Base Run Results 

Results for the base run have been includ¬ 
ed in Ihble 2. The model allocated 65 per 
cent of the available crop residues for feed, 
22 per cent for fuel and balance 13 per cent 
for nutrients, in case of dung, 40 per cent 
of the dung was allocated for fuel and 
balance used as fertiliser. On account of low 
nutrient content of dung (in terms of N, P, 
K) and no credit taken for its microbiological 
qualities that improve soil condition, its use 
as fuel is favoured and touches upper limit. 
Relative price of inorganic fertiliser has to 
rise sufficiently (20 per cent or so, as one 
of the base run variation indicates), to divert 
dung use from fuel to fertiliser, if only its 
nutrients value is considered. Dung used for 
biogas was negligible in 1980-81. Area under 
forests is small and, most of the wood con¬ 
sumed (i e, more than 80 per cent) came 
from homesteads, or village woodlots. Wood 
provided about 32 per cent of the cooking 
fuel requirements, followed by crop residues 
at 24 per cent, kerosene at 23 per cent and 
dung 18 per cent About 30 per cent of the 
total digestible nutrients (TDN), and digesti¬ 
ble crude protein (DCP) were assumed to be 
provided by grazing, almost all lhe balance 
TDN and about 63 per cent of lhe DCP in¬ 
take were met by crop residues. The bought 
feed provided just I per cent of the TDN and 
7 per cent ol the DCP intake for 1980-81 
base run The Iced balance supports the 
assumption that animals are fed roughly up 
to >0 per cent ol the recommended doses by 
ICAR. It was observed that there is noi 
enough residues in the system to meet 
recommended feed needs, in the absence of 
consumption ol concentrated feeds needed 
to compensate for the shortfall in residues 

Inorganic fertilisers provided most of the 
nittogen and phosphorous. Organic manure 
provided about 23 per cent of nitrogen and 
17 per cent of phosphorous used However, 
potash provided bs oiganic manure was high 
at 45 per cent due to low overall level of 
potash applications needed. 

Comparison of Model Results with 
Available Data for 1980-81 

As against the results of the model that 
indicated kerosene use for cooking at 2.48 
lakh kl in 1980-81, the NCAER survey data 
indicated use of about 1.79 lakh kl (in 
1978-79). The model result was close to 
Girija Sharan (2.29 lakh kl) estimates. The 
residues used as per model results was about 
3 million tonnes, close to the estimates of 
wood balance study (3.37 million tonnes) 
Dung use as fuel was indicated by model at 
2.3 million tonnes, the figure being between 
NCAER (2.1 million tonnes) and wood 
balance study (3.57 million tonnes) estimates. 
The total inorganic fertiliser use indicated 
by the model was 2.2 lakh tonnes of nit¬ 
rogen, 1.4 lakh tonnes of phosphorous, and 
0.6 lakh tonnes of potash against actual use 
of 2.4 lakh tonnes of nitrogen,. 1.17 lakh 
tonnes of phosphorous, and 0.36 lakh ton¬ 
nes of potash as per Fertiliser Statistics data 


for 1980-81. Reliable estimates for total dung 
production and collection were not avaifaMv 
and that could have affected quantity of 
dung allocated to fertiliser use. Lest dung 
available for use as fertiliser would increase 
inorganic fertiliser requirements, and nuriafr 
in terms of percentage of total potash appli¬ 
cation. Estimates of bought feed in physical 
quantities for rural Gujarat were also not 
available. A study by Alagh 11974] indicates 
input concentrates as about I per cent of 
total material costs at all-India levd. The 
Ranade et si [1984] study indicates that cost. 
of concentrates for milk co-operatives in 
Gujarat and Maharashtra was about 33 per 
cent of the total input costs to maintain 
milch animals. It is difficult to arrivd at 
physical quantities of total bought feed for 
rural Gujarat from these studies, and also; 
it will not be correct to generalise it for ail 
cattles and buffaloes for rural Gujarat. 
Therefore, the estimates of bought feed 
provided by model could not be verified. 
However, discussions with various experts 
and available literature on animal feed points 

Table 2: Guiabat 1980-81 Run with 
Variations 


Indicator 

Base Run 


1 lotal revenue 

(Rs crore) 

2550 


2 Fuel balance 

(cooking) 

Kg/Cap Per Cent 

Crop residue 

130.38 

23.60 

Dung 

101.36 

18.00 

fuel wood 

142.07 

32.28 

Kerosene (1) 

10.78 

23.41 

Other 

— 

2.7 

3 Feed balance 

Kg/ani 

Per Cent 

3 1 DCP 

46 


Crop residue 


63.16 

Grazing 


30.00 

Bought 


6.84 

1 2 TDN 

623 


Crop residue 


68.99 

Grazing 


30.00 

Bought 


1.01 

4 Fertiliser balance 

Kg/ha 

Per Cent 

4 1 Organic 

N 

5.88 

22.54 

P 

2.7 

17.18 

K 

4.64 

44.60 

4 2 Inorganic 

N 

20.21 

77.46 

P 

13.01 

82.82 

K 

5.77 

55.40 

5 Crop Rest Bal 

Quamity Per Cent 

t onsumption 10*1 

13.84 


C'onsumpnon/cap(kg) 

602 


Fuel 


21.67 

Feed fodder 


65,27 

Fertiliser 


13.06 

6 Dung Balance 

Quantity Per Cent 

Consumipioa ICPt 

5/83 


C onsumplion/capikg) 

253 


Fuel 


40.00 

Nuirienl 


59.59 

Biogas 


0.41 

7 Commercial energy 

demand 

Quantity 


Kerosene (l(Pl) 

Cooking 

248 




out to a low level of concentrate consump¬ 
tion. There Tore; model results at 7 per cent 
of DCP and 1 per cent of TON from bought 
feed have been taken as representative of 
rural Gujarat. This in physical terms amounted 
to buying 0.95 lakh tonnes of feed. 

Holding-wise TYends 

It was observed that medium and large 
class have residues surplus, and marginal, 
small and semi-medium class have biomass 
deficit. Most of the residues of the latter 
group is used for feed, and most of the 
balance'for fuel, leaving a little for use as 
nutrient. Medium and large classes use 
about 20 per cent crop residues for nutrient, 
SO per cent for feed and 30 per cent for fuel. 
Large size class does not have to use dung 
for fuel due to the availability of surplus 
residues. They could divert all their dung for 
use as fertiliser. Contribution ol organic fer¬ 
tiliser to total fertiliser use was higher with 
low size groups. 

V 

Model Results for 2000 AD 

The model validated for 1980-81 was used 
to study cnergy-agticultural interactions for 
rural Gujarat in 2000 AL) The systems beha¬ 
viour was tested for several conditions and 
policy actions by government, the results are 
reported in Table 3 
7h ind Scenario 

This assumes that most of the production 
trends and growth path will continue to 2000 
AD as followed in the past. It does not en¬ 
visage deliberate actions on the part of the 
government or the people to adopt inno¬ 
vative measures. Thus, it is assumed in this 
scenario that crop production and fertiliser 
consumption increase will follow the same 
trend as in the past. Animals (cattles and 
buffaloes) will remain underfed to the same 
extent (50 per cent), and their population 
will stabilise at 1982 livestock census level, 
the data used for base case. In ail. only the 
following changes occur in 2000 AD, in line 
with past trend: 

(I) Crop Production and Share of HYV: 
No definite pattern emerged that could be 
taken as a trend for area under different 
crops in 2000 AD. Average of three latest 
available years (1985-86 to 1987-88) was 
taken as area under different crops, and 
cropping intensity was assumed to reach 1.25 
from 1.06 in 1980-81. The gross area under 
each crop increased accordingly. Share of 
HYV in crop production was assumed to in¬ 
crease as follows: 

Percentage share of HYV in total production- 
1980-81 2000 AD 

Paddy 60 97 

Wheat 91 100 

Other cereals 47 90 

The increase is partly in line with the past 
trend and partly expected direction of thrust 
in future after paddy and wheat are fully 
covered by HYV. 

The areas under HYV in 1980-81 were 54 
-per cent, 77 per cent and 44 per cent for 


paddy, wheat and other cereals respective¬ 
ly. Differences in cropping patterns, cropp¬ 
ing intensity, and share of HYV affect the 
rural eneigy system through change in crop 
residues availability. Therefore, in case of 
variations in these parameters, behaviour of 
the system shall vary to the extent of residues 
allocations for different uses and resulting 
impacts on allocation of other resources. 
The increased residues production is about 
18 per cent higher (at 16.4 million tonnes) 
compared to 1980-81 as a result of increas¬ 
ed cropping intensity and yields, both for or¬ 
dinary and HYV, although yield increase is 
not explicitly mentioned. 

(2) Fertiliser level: The fertiliser level in 
the trend scenario was 77 kg/ha (including 
organic), up from 51 kg/ha in 1980-81. This 
was based on regression equations using fer¬ 
tiliser consumption data for 15 years. This 
appears to be low considering already low 
level of fertiliser consumption in the state. 
But it is consistent with crop production in¬ 
crease of about 18 per cent. 

(3) Population growth: It was taken from 
projections of Expert Committee on Popula¬ 
tion Projection (CMIE, 1988). The rural 
population increases by about 24 per cent, 
which indicates compound growth rate of 
1.14 per cent between 1980-81 and 2000 AD. 
The slow rate of growth is due to increase 
of urban population by 64 per cent, i e, 
growth rate of 2.64 per cent during the same 
period. Overall population increase is 35 per 
cent and the corresponding growth rate 1.59 
per cent. No other changes have been con¬ 
sidered in this scenario. 

Results 

The per capita residues decrease by about 
5 per cent, although absolute quantity in¬ 
creases by 18 per cent. The residues alloca¬ 
tion to ihe fuel and feed decreases, whereas 
it increases for fertiliser. Since animal 
population has been taken at 1980-81 level, 
even the reduced crop residues allocation to 
feed is sufficient to meet all TDN and DCP 
requirements, indicating that bought feed is 
not needed Preference for dung as fuel still 
continues, the consumption touching upper 
limit of 40 per cent of production. Pari of 
the remaining dung (12 per cent) is used by 
biogas plains and the balance is used as 
nutrient 

'I he reduced per capita use of crop resi¬ 
dues and dung for fuel, coupled with reduc¬ 
ed per capita wood availability for fuel (total 
available taken same as in 1980-81), results 
in increased bought fuel (kerosene/LPG) for 
cooking, its consumption at 4.14 lakh kl 
level provides more than 31 per cent of cook¬ 
ing fuel requirements compared to 23 per 
cent in 1980-81. Increased use of crop 
residues for fertiliser results increased con¬ 
tribution of organic manure, but since the 
dung quantity remains same for now in¬ 
creased gross cropped area, per kg per hec¬ 
tare increase in organic fertiliser is negligi¬ 
ble. Almost all the increase in fertiliser use 
is provided by inorganic fertilisers,consump¬ 
tion of which increases >by 73 per cent to 
reach 9.68 lakh tonnes in 2000 AD. 


Other Scenarios 

As the tables are self-explanatory, (lie 
following discussion covers only highlights 
of the scenarios. The other scenarios con¬ 
sidered were: 

(i) Wood availability reduces by 50 per cent: 

The consumption rale of fuel wood 

beyond sustainable limit has been a subject 
of debate, and reduction in forest area as a 
result of this has been indicated by some ex¬ 
perts. Over a period of time, over- 
exploitation of forests could result in 
decreased wood availability, and this 
scenario examines impacts of this on rural 
energy system. 

The effect was corresponding increase in 
kerosene requirements, the total quantity 
needed for cooking going up from 4.14 lakh 
kl to 5.85 lakh kl (a 42 per cent increase), 
providing about 45 per cent of cooking 
energy needs. This is under assumption that 
there is no budget constraint for fuel. What 
if we introduce budget constraint for fuel? 
It was observed that kerosene purchase by 
landless labour class reduces and shifts to 
higher size classes. 

(ii) Better feeding of animals: 

The assumption made here is that part of 
the gap between actual feed and recommen¬ 
ded feed is bridged by 2000 AD. The cattles 
and buffaloes are now fed to the extent of 
70 per cent of requirement, compared to 50 
per cent in 1980-81. 

Crop residues consumption per animal in¬ 
creases from 739 kg/yr to 1,078 kg/yr,l>ut 
that is able to meet only 56 per cent of DCP 
requirement now against 70 per cent earlier. 
The gap is met by bought feed. Changes in 
TDN are marginal. Since the residues get 
diverted from their use as nutrient (ferti¬ 
liser), Ihe availability of organic manure 
reduces. But due to better feed, more dung 
is available and hence change in inorganic 
fertiliser bought is marginal for nitrogen and 
phosphorous. More potash is needed to be 
bought, requirement of bought potash goes 
up to 8.55 kg/ha instead of 6.9 kg/ha earlier. 
Increased dung availability also help in 
reduction of kerosene requirements by about 
9 per cent. 

The overall effect is increased total 
benefits to the system; the additional cost 
due to increased bought feed is more than 
compensated by increased milk yield and 
decreased fertiliser and kerosene re¬ 
quirements. The net benefit to the system 
thqt is represented by value of objective func¬ 
tion increases by about 7 per cent. 

(iii) Cooking fuel use efficiency improve¬ 
ment for non-commercial fuels: 

The efficiency of wood, crop residues and 
dung use has been assumed to go up to 12 
per cent from 8 per cent, i c, 50 per cent im¬ 
provements in the existing standards. This 
does not change any allocation except reduc¬ 
ing kerosene requirements for cooking: that 
comes down to 1.63 litre/capita against 
earlier 14.47. This is because the same 
amount of wood, crop residues and dung 
now provide 88 per cent of cooking energy 
needs instead of 61 per cent. 
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data of base run is 





(iv) Higher rural population growth rate: 

The rural population increase was taken 

to be 24 per cent (1.14 per cent of compound 
growth rate) between 1980-81 and 2000 AD 
based on projections of Expert Committee 
on Population which appears to be rather 
low. Therefore, 1.6 per cent of compound 
growth rate has also been taken resulting 
in population increase of 33 per cent by 
2000 AD. 

fcr capita availability of all non-commer¬ 
cial fuels, i e, crop residues, dung and wood 
decreases, resulting in increased kerosene re 
quirements for cooking. It increases by 136 
per cent to 9.77 lakh kl level. Net benefit to 
the system reduces by 5 per cent 

(v) High fertiliser level: 

The level of fertiliser has been taken 70 
per cent higher compared to the base case, 
in line with growth in fertiliser consumption 
projected by ARPU (1990], The crop pro 
duction too increases as a result, by about 
28 per cent. 

The crop residues availability goes up by 
54 per cent as a result of increased crop pro¬ 
duction. Additional residues are available for 
feed, fuel and fertiliser use. 7he kerosene 
requirement reduces by about 34 per cent, 
from 4.14 lakh kl to 2.72 lakh kl. However, 
due to high fertiliser level, bought fertiliser 
(inorganic) increases by 48 per cent to reach 
14.4 lakh tonnes. In terms of net benefit, 
system is slightly better off (by 4 per cent) 

(vi) Relative price changes. 

Fertiliser prices were increased by 20 per 
cent and corresponding decrease in .fertiliser 
consumption (6 per cent), and crop produc 
tion (2 per cent) were assumed. The priori¬ 
ty for dung use as fuel changed to fertiliser 
use and all dung was diverted to fertiliser. 
Marginal reduction in crop residues availa¬ 
bility resulted in less available for use as 
fertiliser and fuel. As a result, kerosene 
requirements increased by 47 per cent from 
4.14 lakh kl to 6.08 lakh kl. Bought fertiliser 
requirements, however, decreased due to 
overall increased use of organic fertiliser. 
Relative price increase of 20 per cent in case 
of feed and fuel however only resulted in 
decreased consumption of bought feed and 
fuel respectively, without effecting other 
system parameters. 

(vii) Optimistic scenario: 

So far, we have explored only one policy 
at a time What happens when one tries 
combinations of the above? Dvo scenarios 
are considered: optimistic and pessimistic. 
Optimistic has the combination of fuel ef¬ 
ficiency of non-commercial fuel use going 
up to 12 per cent, animal feed up to 70 per 
cent of recommended feed, population of 
milch and young animals going up, and fer 
tiliser level up by 50 per cent. 

Increased dung and crop residues availa¬ 
bility, coupled with increased fuel use effi¬ 
ciency results in nil kerosene requirements 
for cooking. Despite increased dung availa¬ 
bility, its aggregate allocation for fuel 
reduces due to better use efficiency of non¬ 
commercial fuels. Dung availability for fer¬ 


tiliser increases, but that of crop residues 
decreases due to increased feed requirements. 
However, bought fertiliser requiiyment goes 
up by only 29 per cent to a level of 12.5 iakh 
tonnes. Overall, objective functions of the 
system was better off by about 28 per cent, 
in comparison with the trend scenario. 

(viii) Pessimistic scenario: 

This is (he combination of following: 

—ovciall wood availability reduction by 50 
per cent, 

- cooking energy needs up by 10 per cent 
with no improvements in efficiency. 

- feriiliser, fuel and feed prices up by 20 per 
cent, and 

-rural population growth by 35 per cent by 
2000 AD instead of 24 per cent. 
Kerosene requirements go up by 225 per 
tent due to reduced availability of dung, 
crop residues, and wood for fuel. TDN and 
PCP, both aie needed to be bought to the 
extent of 26 per cent and 4 per cent of feed. 
The result is maximum reduction of about 
15 per cent in available revenue surplus, com¬ 
pared (o lhe trend scenario. These two 
scenanos represent upper and lower bounds. 

VI 

Summary of Hrsults: Furl-Kred- 
frrtilitsrr Kelalionship* 

Admittedly, any model is only a caricature 
of real-life and assumptions have to be 
made, for example, one could question 
whether various oiomass allotanons sug¬ 
gested by the model assuming that they are 
perfect substituies across uses are valid and 
whether in reality, regional characteristic 
may generate surplus and deficit in different 
areas of a state and there may not be linked 
markets. In response to the first point, wc 
have characterised each type of biomass by 
six coefficients determining its value in terms 
of feed, fuel and fertilisers, vi/, TDN, DCP, 
CiJ, N, P and K and that will avoid the pro¬ 
blem ol fuel sources being used as fodder 
and vice \eisa to a great extent. 

As per the second issue we can only claim 
that validation of the model is'a partial solu¬ 
tion to this objection. Despite some limita¬ 
tions, INGRAM model provides a compre¬ 
hensive and consistent framework in which 
biomass allocations and alternative rural 
energy scenarios can be examined. But, we 
believe that to a large extent, these assump¬ 
tions do not significantly affect the results 
or the policy conclusions given below. 

A number of alternative scenarios are 
constructed to capture dynamics of fuel- 
feed-fertiliser relationships. The results show 
that, kerosene requirements to meet cooking 
energy needs goes up from 10.8 litre/capita 
per year in 1980-81 (about 23 per cent of 
total cooking energy), to 33 litre/capita in 
2000 (providing 65 per cent of cooking 
energy) in a case where most of the factors 
are unfavourable. 4 Household budget con¬ 
straints may pose severe cooking energy pro¬ 
blems to low income class. Kerosene require¬ 
ments decrease with favourable conditions 
such as increased availability of non¬ 


commercial fuels as a result of increased 
crop production (r e, with high feriiliser use), 
better animal feed that lead to higher 
availability of dung, etc. The major impact 
on kerosene consumption is associated with 
increased efficiency of the non-commercial 
fuel use. With increase in fuel efficiency 
from 8 per cent to 12 per cent, it is possible 
to reduce kerosene quantity for cooking even 
below 1980-81 level. Biogas programme has 
been taken to provide about 6 per cent of 
cooking energy needs in 2000 AD. 

Better feed to cattles and buffaloes re¬ 
quires increased residues availability and 
concentrates. The available residues may not 
be able to meet the increased requirements 
unless crop production increases sufficiently 
to generate extra residues. Budget constraints 
may limit buying power of low income group 
for concentrates (bought feed). Despite these 
constraints, increased quantity of concen¬ 
trates will be needed to bridge the gap bet¬ 
ween recommended and actual feed of DCP 
and TDN. Fertiliser levels will have to increase 
much above the levels*indicated by trend. 
From 1980-81 level of about 52 kg/ha, it 
needs to be more than double to 114 kg/ha 
level, even to enable to meet the food re¬ 
quirements at the same level as in 1980-81. 
To increase ihe crop production, almost all 
the additional fertilisers needed will have to 
come from inorganic fertilisers, as Scope for 
additional organic manure is very limited. 
Its use may be important to meet soil con¬ 
ditioning needs rather than providing N, P, 
and K. 

Any further improvements in cropping 
technology such as HYV that increase yield 
of grains but reduce residues availability may 
require a fresh look at fuel-feed relationship. 
If the residues availability reduces, addi¬ 
tional fuel and feed would be required. If 
fertiliser price is increased, dung is diverted 
from cooking energy use to manure, and 
therefore, more kerosene would be demand¬ 
ed by the class which can afford to buy 
kerosene. 

Annexure 1 

Model Equations for INGRAM 
Model 

Objective Function 

It is assumed that the rural energy system 
revenue from crops and milk is maximised 
minus cost of purchased items, viz, feed, fer¬ 
tilisers and energy. Thus, for each class j 
maximise; 
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where c U index for crept, n it index for 
nutrients, and k for energy sources. is 
yield of crop c by chut j in tons per ha, L q 
is land area in ha, P is price of crop c, 
is number of animus type b with class j, 
Mg milk yield and P is price of milk. P 
is price of nutrients (fertilisers), P price of 
energy type k, P f price of feed, ana B^, B^, 
B (( are bought quantities of nutrients, 
energy and feed respectively by class j. 

Constraints 


(i) Crop Residue Balance 
for each class 


-Y L r+F r +N' MY 

*a t» in in 


* O'. 


-res. prod + feed i-nun-fuel r other 

S', 


B r 

si 

bought 


n 

sold 


< 0 


J - I. J 

where r n is type of residue g from crop 
c P is quantity of type of residue g used 
by class j for feed, N'^ js quantity of 
residues for nutrients. Q[ u for fuel and Q' 
quantity used for other purposes. B' ana 
S' indicate residues bought and sold by 
c/ass j to other classes. 

For the community 


ZB' Z S' 0 

j ii , (i 
boughi sold 

fii) Animal Feed Balance 

TDN 1 *' 1 (TDN) h Bj (fDNt'Zh^ t 
pastures boughi tesiducs ♦ 

pr 

requirement 

I I, ,J 


~DCP pf '' <l>OV' B| (WPI'ZPj 1 

J I. J 

Where TDN 1 *’ 1 and DCP P ' 1 ' are TDN 
and DCP requirement of animals obtained 
from pastures for each type of intake, 
TDN b and DCP b are respective coefficients 
of bought feed B r , A 6 indicate animals of 
type b for class j and 1 F’ I)N and F' x p are 
TDN and DCP requirements (met) for 
animal type b. 

(iii) Animal dung balance 
For each class 

-Ic“d b A b + Nf + ei Q dh + B d S J 

b b b bj j b i i i 

collected + manure * biogas * unit, mg 
from 
own 
animals 

j = I. 

where cj[ is quantity of dung (dung in 
tons) output from animal type b, is frac¬ 
tion pf dung collected for animal type b, N* 
is quantity of dung used as manure; Qj* 
quantity of biogas psoduced In 000 M 3 and 


ej is quantity of dung (tons) required to 
produce 1000 M’ biogas. Q*is quantity us¬ 
ed for cooking. Bj’and indicate quantity 
of dung bought and sold by class j. 

For the community 

T BJ* - z S d -- 0 

i ' i » 


(iv) Fertiliser-Nutrients balance 



applied boughi 

fern fern 

liser liser 


Z(nut) r,n N ,,J 

* 

nuirieni 
in crop 
residues 


- (nulj d "N d 

numrni 
in dry 
dung 

N" <0 

nuin* 
eni in 
biogas 
sludge 


n - I, 2, 3 for N. F and K 
Pindicates applied fertiliser of type n by 
class j, Bj 1 is bought fertiliser of type n, 
(nut) dn is nutrient or type n in dung. 
(nut) 1 ' 1 nutrient of type n in residues of 
type g, N d is quantity of nutrient of type 
n applied through biogas sludge by class j. 


Sludge balance 

Nj, (nul)'"’ Q dh K B' S' 
dudge 
11 run 
biopjN 

where (nut)'" 1 is nutrient of type n in 
biogas sludge pci M 1 of biogas produced 

(v) Energy Balances lor Uses of Energy 
(v)a Household cooking lor Jays j 


* u r l 

useful energs « useful cncigs 

from all souri.es in cooking 

where u|‘ is useful energy per unit provid¬ 
ed by energy source k for household cook¬ 
ing and Q*-™* is quantity used for cooking. 
u t00k is cooling energy requirements 
(useful) of class j. 

(vi) Energy Balance for Each Type of Energy 
Supply K 

(vi)a Wood Balance 

z z o-';' k o o v 

i 11 14,y i 1.4.5 


k 3 for wood from homesteads 
k £ 4 for wood from forests 
k -- 5 for wood from plantains 
cooking <wood supply 

Q,< Qs 

availability of wood 
from homesteads 

Q 4 ^ Y b • F wood from foresis 
~ yield * area under forest. 

Q, Yp • P wood from plantations, 
yield * area under plantations. 

(vi)b Biogas Convmiona (1000 M’) 

Qf'QjQbum 


conversion has been carried in equation (ffij, 
and (iv). 

(vi) c Kerosene Balance (1000 L) 

• * W 1(0-* + QLK° ± 

B^ is boughi kerosene, is quanti¬ 
ty of kerosene used for cooking and Oj_ ^ 
is quantity of kerosene used for lighting. 

(vii) Land Identity 

Z Z L ^ land under all crops -(IL )xl, 

i ‘ 1 i i c 

l t is land owned by class j. 

I is cropping intensity 


Annexure 2 

Coefficients Used in the 
INGRAM Model 

(a) Crop residue ratio to crop (ton per ion) 


Ordinary 


High 

Yielding 


Paddy straw 


1 5 

1.25 

Faddy-husk 


0.28 

0.28 

Faddy-bran 


0 05 

0.05 

Wheat-straw 


1 5 

1.00 

Wheat-bran 


0 05 

0.05 

Pulses straw 


0 30 

0.30 

Pulses-slick 


1.60 

:.60 

Other cereal-straw 

1.7 

1.70 

( olton stick 


1.9 

1.90 

Groundnut shell 

1.0 

1.00 

hodder-green 


2.0 

2.00 

Olher-st raw 


1 5 

1.50 

(b) Nutrient content (kg/ton) 



Nitrogen 

Phos 

Potash 



phorus 


Dung 

130 

7 5 

10.0 

Biogas 




(kg/cum) 

0 016 

00143 

001 

Paddy-straw 

3 6 

08 

7.1 

Paddy-husk 

16.2 

4.2 

11.2 

Wheat-straw 

5 3 

10 

II 0 

Pulses-straw 

II 0 

58 

12.8 

Other cereal 




straw 

5 5 

54 

23 7 

Cotton-stick 

4 4 

1 0 

6.6 

Groundnut 




shell 

17 0 

4,0 

14.0 

Other straw 

7 8 

30 

12,5 

(c) Energy content and efficiency of fuels 


Primary 

Cook-eff 


Energy 

(Per Cent) 


(kcal'kg) 


Paddy-straw 

3000 


8.0 

Paddy-husk 

3440 


8.0 

Wheat-straw 

38(K) 


8.0 

Pulse-straw 

3300 


8.0 

Pulse-suck 

3MI0 


8.0 


Other cereal- 


straw 

3800 

8.0 

Cotton-slick 

3300 

8.0 

Gnut-shell 

4200 

8.0 

Olher-straw 

3800 

8.0 

Dung 

3300 

9.0 

Firewood 

4750 

8.0 

Soft-coke 

577? 

18.0 

Biogas 

4335 

55 

LPG 

10300 

60 

Kerosene 

8645 

42.0 

Electricity 

860 

55.0 



(d) Feed coefficient for crop residues 
(ton per ton ir dry) 


Annexure $ 

Base Run Data (19*W1> 



Total 

Digestible 


Digestible 

Crude 


Nutrient 


Protein 


(TDN) 


(DCP) 

Paddy-straw 

.40 


.002 

Paddy-bran 

.61 


.083 

Wheat-straw 

40 


002 

Wheat-bran 

.62 


125 

Pulses-st raw 

.60 


10 

Other cereal- 




straw 

.524 


0178 

Fodder-green 

.80 


,IH 

Other-straw 

.524 


018 

(e) Details of input and output 

from entiles 

(per cattle per year) 




Working 

Milk 

Other 

Milk 


0 7X5 


Dung 

1 10 

1 It) 

0 7V 

TDN 

0 566 

0 7 56 

0 566 

DCP 

0 0)6 

0 068 

0 036 

TDN-gra/tng 

0 30 

o to 

o to 

DCP-grazing 

0 30 

0 to 

(-30 

Dung collection 



coefficient 

0 50 

0 50 

0 5() 

(0 Details of inpul and oiilpul Ironi 

buffaloes (per buffalo yeai) 



Working 

Milk 

Ollier 

Milk 


I 16 


Dung 

1 10 

1 10 

0 79 

TDN 

0 566 

(1 756 

0 566 

DCP 

0 0)6 

t) 068 

0.0)6 

TDN-g raring 

o to 

o to 

0 30 

DCF-grazmg 

0 to 

o to 

o to 

Dung collrclion 



coefficient 

0 50 

0 5() 

0 50 


Note: Collecied from diffeicnt soukcs b> 

1CIDR 


Notos 

(The Gujarat Study is a pari ol the Col¬ 
laborative Rural Energy Modelling Project 
being carried out at IGIDK with different in 
stitules/universities in five slates of India, vi/, 
Punjab case study with PAU, Ludhiana. UP 
case study with IARI, New Delhi and BHU, 
Varanasi. West Bengal case study with IIT, 
Kharagpur, and Karnataka case study with 
ISEC, Bangalore. Final reports lor these studies 
are under preparation and will be available 
elsewhere shortly. 

The results of the Gujarat study were discuss¬ 
ed in a seminar at -Sardar Patel Institute of 
Economic and Social Research, Ahmedabad, 
in April 1990. The authors are grateful to D T 
Lakdawala, T K Moulik, Pravin Visaria, D N 
Basu, K S Shah (GEDA), and P M Gujarati 
(ORG) for valuable comments during the 
seminar. The International Development 
Research Centre (I DRC), New Delhi provided 
the financial support for this collaborative 
project.) 


(a) land in 000 ha used for craps (classwise) 



Paddy Wheat 

Pulses Other 

Cotton Ground¬ 



Cereal 

nut 

Marginal 

75.6 11.7 

29.9 142.9 

24.6 29.7 

Small 

108.6 30.6 

79.8 344.7 

88.3 142.6 

Semi-medium 

176.5 70.9 

171.8 706.4 

235.3 429.9 

Medium 

203.9 153.4 

309.1 1277.8 

604.7 1111.7 

large 

50.4 98.9 

181.6 773.9 

482.0 483.4 

All class 

615.0 365.5 

772.1 3245.6 

1434.8 2197.3 

(b) Average crop yields (tonnes/ha) 




Paddy Wheat 

Pulses Other 

Cotton Griund- 



Cereal 

nut 


1.769 2.069 

0.655 0.792 

0.189 0.741 

(c) Inorganic fertilisers level (kg per ha) 




Nitrogen 

Phosphorus 

Potash 

Marginal 

32.14 

9.50 

1.60 

Small 

27.42 

12.70 

2.62 

Seim medium 

22.84 

12.25 

3.58 

Medium 

21.76 

13 22 

4.44 

large 

9.94 

7 79 

2.40 

All class 

20.10 

11.54 

3.50 

(d) Organic fertilisers level (kg per ha) 




Nitrogen 

Phosphorus 

Potash 

Marginal 

11.16 

7.66 

1269 

Small 

8.25 

5.67 

9.39 

Semi-medium 

7.36 

5.10 

8.46 

Medium 

5.80 

4 03 

6.70 

Large 

346 

2 42 

4.03 

All class 

6.0 

4.17 

6.91 

<e) Total cattles (in 000) 





Working 

Milk 

Other 

Marginal 

450 

157 

269 

Small 

645 

236 

398 

Semi-medium 

988 

340 

600 

Medium 

1198 

435 

738 

large 

368 

153 

273 

All class 

3650 

1321 

2277 

<f) loial buffaloes (in 000) 




Working 

Milk 

Other 

Maigina! 

10 

437 

395 

Small 

12 

465 

444 

Seim medium 

32 

585 

608 

Medium 

20 

609 

647 

larRC 

10 

166 

195 

All class 

84 

2262 

2289 

(g) Wood availability 




Total forest 


1900000 ha 


Wood plantation 


9310 ha 

• 

Maximum wood from homesteads 

2650000 ton 


(h) Prices of nutrients (Rs per kg) 



Nitrogen 

5.2 



Phosphorus 

5.27 



Potash 

1.83 



(i) Prices of crops (Rs per ton) 




Paddy Wheat 

Pulses Other 

Cotton Grount- 1 



Cereal 

nut 


1492 1851 

3000 1425 

3095 4000 


23.3 

30.0 

100.9 

229.7 

SOM 

593.4 


Other 

40.6 

113.4 

23IjO 

369.7 

I66J 

931.0 

Othe 

1.0 


250 2000 


(j) Prices of fuels ((XX) Rs per unit) 
Soft coke 1.2 

Biogas 6.9 

IPG 2.6 

Kerosene 1.85 

Electricity 0.4 

Diesel 2.65 


Sources-, (i) Agricultural Census (1980-81), Government of Gujarat. 

(ii) Input Survey (1981-82), Government of Gujarat. 

(iii) Area, Production and Yield per hectare of important food and non-food crops 
in Gujarat Stale 1949-50 to 1986-87. 

(iv) Statistical Abstracts of Gujarat (1983-84). 
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1 Agriculture 1* used in a wide context to in¬ 
dude food and non-food crops, animal 
husbandry and forest harvesting. 

2 Indira Gandhi Institute of Development 
Research Rural Energy and Agriculture 
Model. 

3 More recent survey puts this at 6 per cent. 
The state of forest report (1989). 

4 The overall increase in kerosene use for rural 
cooking may be due to two factors: (a) due 
to high income better quality fuels arc 
desired; (b) due to reduced availability of 
biomass, purchase has to be made The 
model deals with only (b). Therefore overall 
demand for kerosene for rural cooking would 
be larger. The model also does nor include 
rural lighting. 
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Gender and Forms of Production 

Labour-Intensive Industries in India and Mexico 

laa Baud 

Given the diversity of the industrialisation process taking place in third world countries, it is very difficult to 
predict how different groups of participants will be affected. That some groups will derive more benefits than 
others is to be expected, as is shown by historical experience. This paper is concerned with changes occurring 
in women’s employment during the current industrialisation process. More specifically this study deals with how 
women's employment varies within large, small-scale and artisanal forms of production and the implications this 
has for women’s bargaining power within the household. 


INDUSTRIALISATION within third world 
countries has been characterised by the 
emergence of several forms of production. 
Large-scale factory production is only one 
form; a form, moreover, which creates 
employment for only a small percentage of 
those who work in non-agricultural sectors. 
Small-scale and artisanal forms of produc¬ 
tion are widespread, and they play an essen¬ 
tial role in the total economy. The existence 
of what has been called a multi structured 
economy has important implications for 
the extent of employment created and its 
characteristics. 

Given the diversity of the industrialisation 
process taking place in third world countries, 
it is very difficult to predict how different 
groups of participants will be affected. That 
some groups will derive more benefits than 
others is to be expected, as is shown by 
historical experience I am particularly con¬ 
cerned with changes occurring in women’s 
employment during the current industrialisa¬ 
tion process, as we know that in the past 
women have often been adversely affected 
by Ihe impact of economic development on 
their employment opportunities [Boserup, 
1970; Beneria and Sen, 1981J. More speci¬ 
fically, my study deals with how women's 
employment varies within large, small-scale 
and artisanal forms of production, and, to 
a lesser extent, the implications this has for 
women’s bargaining power within the family- 
based household. 

in order to examine changes in women's 
employment, I felt it was necessary to pose 
several questions: 

(1) what are the relationships between large, 
small-scale and artisanal units, and to 
what extent does each employ women? 

(2) what is the extent of labour market 
segmentation, and by what channels do 
women gain access to employment in the 
various forms of production? 

(3) what is the nature of the work perform¬ 
ed by women within each form of pro¬ 
duction; what degree of marginalisation 
do they face; due to technological and 
organisational innovations in production 
units? and 

(4) what are the implications of women’s 
employment and income earning for her 
bargaining power within the household? 

Far each question, I will consider first the 
relevant existing literature, and then how the 


results of the case studies modified my ideas. 

Before considering the research questions, 
I will briefly describe the choices made for 
this particular study, its limitations, and the 
methodology used.' 

First, I have limited my attention to the 
category of ’newly industrialising countries’, 
in which industrial production contributes 
substantially to the national product, ab¬ 
sorbs a relatively large share of employment, 
and plays an increasing role in world trade 
From eight possible countries, I selected two 
of the foui countries which had the highest 
share of manufacturing value added in 1980; 
India and Mexico (the other two possibilities 
were Brazil and Aigcntina). 

Second, the main category from which 
sub-sectors were selected was agro-industncs. 
This type of industry still remains one of the 
more important industrial sectors in third 
world countries, representing 34 pei cent of 
total manufacturing output and 64 per cent 
ol employment in 1979 [UNIDO, 1985]. In 
addition, these industries are a major 
employer of women. Case studies have 
shown that women arc an important part of 
the industrial workforce in such industries 
(the most well-documented sector is tex¬ 
tiles/clothing; figures for women in food¬ 
processing are scarce). In India, almost 
three-quarters of women's industrial employ¬ 
ment in 1982 was in these industries. 

Third, I confined my attention to women 
production workers This means that women 
entrepreneurs, secretarial staff, and technical 
personnel arc not included. This sub-group 
was chosen because women production 
workers—in general—have no ‘choice’ but 
to work to ensure their own and their 
children’s survival, in contrast to middle- 
class women, for whom work may also in¬ 
clude a certain amount of self realisation. 

The research methodology rests on the use 
of case studies. I preferred case studies 
because of the greater depth and quality of 
the material they provide in comparison with 
surveys. A disadvantage is, of course, that 
generalisations from such studies are much 
more limited than those from surveys. How¬ 
ever, at this stage, it is more important to 
extend our knowledge of the factors influen¬ 
cing women’s employment patterns than to 
attempt to measure the extent to which cer¬ 
tain patterns occur. 


in choosing specific industrial sub-sectors 
from amonfe those which employed women 
extensively, I had to select those for which 
sufficient material on women workers was 
available. In India, the food-processing in¬ 
dustry was selected as a sub-sector, because 
information was available from studies car¬ 
ried out within the IDPAD Programme by 
Indian colleagues [Banerjec, 1983; Mathew, 
1983; Desai and Gopalan, 1983]. 2 The sec¬ 
tor with the second-highest employment of 
women in India was the textile/clothing sec¬ 
tor; I selected the cotton textile sector and 
collected information during just over a year 
of fieldwork in India (within the IDPAD 
Programme) (see Baud, 1983]. 

In Mexico, the shoe industry was chosen 
as a third agro-industrial sector. In one of 
the three major shoe production centres, an 
excellent study had been carried out on 
women's employment. In addition, this was 
complemented by information from an ex¬ 
tensive research programme in the same 
geographical area on labour markets, in¬ 
dustrial firms, and women in the household 
[Alba Vega and Kruijt. 1988; Hernandez 
Aguila, 1983; de la Pena and Escobar 
Laiapi, 1986]. 

Case study material collected by others 
provided information on the issues of (I) the 
extent of women’s employment in sub-sector 
and type of production unit, and (2) changes 
tn women’s employment However, informa¬ 
tion on the impact of such employment on 
her bargaining power within the household 
was lacking in these case studies. Only the 
results Irom my own fieldwork provided in¬ 
formation on this point, placing obvious 
limitations on the conclusions drawn (Baud, 
1983). 

Forms oi- Production and their 
Relationships 

To return to the research questions above; 
the first question has three aspects; (I) Ihe 
relationships between large, small-scale and 
artisanal production units, (2) their internal 
characteristics, and (3) the manner in which 
they generally employ women workers. The 
literature on production units and on 
women's labour overlap only slightly, so I 
will discuss them separately. 

The development of a multi-structured 
economy should be seen as part of a histo- 






rical process; since the second world war, 
national planning in many third world coun¬ 
tries has been directed towards import subs¬ 
titution. However, the limitations of that 
model in terms of employment generation 
and national income became dear in the ear¬ 
ly 70s. At the same time, a restructuring of 
labour-intensive industries occurred in the 
industrialised countries, with relocation to 
third world countries. These reacted by 
making more room for export-oriented 
industrialisation. 

This led to certain changes in types of 
production structures and labour market 
segmentation. On the one hand, free trade 
zones were set up, where laige-scale lactoi y 
production took place under stringent con 
ditions imposed by national governments, 
On the other hand, a great deal of industrial 
production was sub contracted out to na 
tional firms, small-scale modern and tradi 
tional producers, and various types ol casual 
workers. 

The relationships between latgc, small 
scale and artisanal production units in third 
world countries have been considered using 
the informal sector approach or (h it of pelts 
commodity production. Here I will consider 
only the latter (see Moser. 1978 for criticism 
of the former) Using the petty commodity 
production approach, authors emphasise the 
fact that small-scale forms of production are 
’defined in terms of their relationships with 
the dominant form of production and that 
they form part ol a structure of dominance 
and dependence existing on a world scale' 
(Harriss, 1982- 945-947] Instead of simply 
accepting this view, it seemed to me more 
useful to begin by determining the nature of 
the relationships between production units, 
including ownership and production, exter¬ 
nal and internal factors and to what extent 
each factor indicated dependence |see also 
Harriss, 1982- 9471 

Forms of production are olten defined ac 
cording to the degree to which ownership 
and production have been separated. In 
large-scale capitalist production ihe sepaia 
tion is complete; in small-scale production 
the owner generally also participates as 
manager or producer. In artisanal production, 
the owner is the main producer (craftsman) 

The case studies indicated that the ar 
tisanal form of production actually includes 
two types of production units' domestic 
outwork and household production, in both 
cases, the owner of the machines or tools 
is the producer. However, in domestic out¬ 
work a person works at home at disguised 
wage work, i e, the supply of work comes 
from sub-contracting firms and the finished 
product is delivered back to the same firm. 
Household production refers to producers 
(in the case studies, usually men) working 
with unpaid family labour They receive their 
supply of work from commercial suppliers 
and sell it to wholesale traders. This distinc¬ 
tion is particularly important for women, 
because in the first instance they work at 
wage labour, and, in the second, as unpaid 
family labour. 


A basic external problem faced by all 
types of production units is scarcity and 
price fluctuations in the supply of raw 
materials. The reactions of the different 
types of production units vary, however, 
l-arge-scale units tiy to increase their con¬ 
trol over their sources of supply, and attempt 
to reduce the price per unit by buying large 
quantities. Small-scale units get their raw 
materials from commercial sources or from 
sub contracting firms. They try to minimise 
their problems by maintaining close social 
links with their suppliers. This usually means 
a lair amount of dependence on a regular 
suppliei 

T his type of dependence is even more 
common among artisanal production units. 
In domestic outwork, dependence on sub¬ 
contracting firms is inherent In household 
production, the producer can in principle 
buy raw materials from different traders; 
however, some degree of dependence is often 
sought to ensure a basic regularity in supp¬ 
ly. plus loans to finance such purchases. 

A second external relation is that created 
by the need for sales channels. These are 
unable. all types of production units sell 
to wholesalers, among others In large-scale 
production, these include both domestic and 
exporting wholesalers; sometimes control is 
increased by ownership of retail shops. 

In small-scale and household production, 
sales are through w holesale merchants or co 
operatives. Such commercial sales channels 
often provide financing for the producers, 
creating a relationship of dependency. Dome¬ 
stic outworkers aie by definition bound to 
one sales chainlet - the subcontracting 
firm old arc completely dependent 

The basis loi the great dependence of 
-.mall si.de and household production units 
on ihe mc-rcli in’s is the tact that they pro 
side woikmg ..apital The dependence or 
commeici.il capital—as opposed to Indus 
.trial capital -is extensive and important, anc 
needs to be given more recognition 

Internal fac'ors contribute but little to the 
dependence between large production units 
on (he one hand, and small-scale and ar- 
lisaual production units on the other To 
begin with, the products made differ: those 
ol large production units are much more 
standardised and arc produced in large 
quantities. In small-scale and household 
production, a small range of products, which 
can vary user a period time, are made; in 
domestic omwoik, often only part of the 
production process is completed (shrimp 
peeling is done this way; subsequent process¬ 
ing occurs m large units). 

The technology used varies systematically, 
and other types of units show little depen¬ 
dence on large capitalist production. Large 
units exhibit the greatest degree of mechani¬ 
sation and division of functions. The latter 
is often based on line production. In small- 
scale production, machines and hand tools 
are used. The use of second-hand machinery 
from large units is common, but small 
smithies making similar machinery form an 
aliernative source. There is less functional 


specialisation, and greater flexibility in divi¬ 
sion of operations. In artisanal production, 
hand tools are the most common, and func¬ 
tional specialisation is by age, experience, 
and gender. 

Changes in technology over time can only 
be traced for large production units, as in¬ 
formation on small-scale and artisanal pro¬ 
duction units is too scattered and sporadic 
In large units, increases in mechanisation 
have been found, as well as increases in sub¬ 
contracting of production (or parts of a pro¬ 
duction process) outside the unit. Cost fac¬ 
tors, limits to technological innovation, and 
labour relations influence the direction of 
technological change 

Sub-contracting occurs in a greater variety 
of forms than is assumed in the literature 
In the textile industry, large units sub¬ 
contracted only to small-scale units. In the 
shrnu, ..nee-sing mdustiy, large units sub- 
contractcc ro d. mesne outworkers. In the 
shoe industry, utur.'l-xcale units sub-contracted 
extensively to domestic outworkers. 

The final anil most impoitant internal fac¬ 
tor is the use oi labour. In the literature 
vanous categories ot labour are distinguished, 
ranging from long n ;m wagr work short¬ 
'd m wage wotk, disguised wage work, 
dependent producers arid truly self-employed 
[Bromley and Gary, 1979). Irene Tom ; 1987] 
has included anothei category in which 
women arc extensively represented—unpaid 
family workers 

In the case studies, 1 found this continuum 
a good approximation to the situation 
observed. However, further differentiation 
needs to be made within long-term wage 
work and short-term wage work categories. 
Within long-term wage work, one finds 
workers who actually have a relatively stable 
and secure contract and expect to work m 
the same unit for a long time, and also those 
who have not yet gained (he status of long¬ 
term wage worker, but may expect to obtain 
it in the future. Short-teim wage workers in¬ 
clude workers with even greatet variety in 
rheir degree of insecurity in income and ex¬ 
pectations It would be preferable to limit 
short-term wage workers to those whose jobs 
are not protected bv labour legislation, but 
who actually work a fairly long period in 
one unit. Those who are recruited on a very 
short-term basis (daily) or who are not paid 
fully (apprentices) can be termed casual 
workers jsee also Harriss, 1982: 993). 

To what extent does each type of produc¬ 
tion unit recruit women within the various 
categories of labour? The extent of women’s 
employment generally increases as one 
moves from large-scale production to smaller 
units. In large units, they are generally 10-25 
pet cent of all workers; in small-scale units, 
their participation varies from 25-50 per cent 
of all workers (this includes various cate¬ 
gories of labour). In household production, 
they may be almost 50 per cent of the work¬ 
force, mainly as unpaid family workers; and, 
in domestic outwork, between 50-100 per 
cent of the workforce; as disguised wage 
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workers {with children working as unpaid 
family workers). 

Let os examine the categories of labour 
in more detail. In large-scale production 
units, women are primarily recruited as tong- 
term wage workers. This applies more to the 
textile and shoe industries than to the shrimp 
processing industry (where greater reasona¬ 
bility leads to use of more casual types of 
labour), in addition, a very small percentage 
of not-yet secure wage workers are found in 
large-scale production, most of whom are 
aiming at long-term secure employment. 
Men are primarily employed as long-term 
wage workers; however, they include small 
numbers of less secure apprentices. In small- 
scale textile production, women are 
employed as short-term wage workers and 
unpaid family labour in equal numbers. 
Small percentages also work as casual 
workers and apprentices in these units. For 
men the situation is somewhat different: they 
are recruited as short-term wage labour 
much more often than as unpaid family 
labour. In addition, male apprenticeships are 
quite common, which is not the case for 
women. In household production, women 
are primarily recruited as unpaid family 
labour, in domestic outwork, both men and 
women are recruited as disguised wage 
workers, and make use of their children as 
unpaid family labour. 

My First conclusion is that in each 'ype 
of production unit more than one type of 
labour is used—although the extent varies. 
The smaller the unit the more casual the 
labour used, bu f c. ,-n large units use labour 
other iltJtn tong-re: in wage labour. 

My second conclusion ,r , that the extent 
of women’s p&rt.opatron in each type of 
production unit is sscater than is acknow¬ 
ledged by either producers/owrters or 
workers in the production units. The more 
casual the catcyr' ; o ' .abcur, the less ex¬ 
plicitly it is ackr,ov/!.-Jvtd. Unpaid familv 
labour is the est-rge-r-- -i-caicd most extensive¬ 
ly by everyone concerned. 

My third conclusion is that, in compari¬ 
son to men, women within each of the various 
types of production units are recruited for 
more casual types of labouf. They are also 
quite explicitly dented access to appren- 
ticehips, a major ciiwuei by which they 
could ‘graduate’ to .r,o r i secure and better- 
paying categories of -v.ix.-ur (see Figure I). 

Labour Market Isoi/tnN ;at;on and 

CHANttel-S V', ft cccss 

The second question wV.ccr-s ‘he sK-mt 
of labour rr.erket scgvrvr;iat.C’~. sod the d, 
ferences between sr.or: aria v/c,liter w-rirra 
in gaining access to employment. Two ccr- 
ceptj are often uses to uvrrcne t he-- - pr.> 
Menu: the reserve army of labour and labour 
market segmentation. 

The concept Of the reserve army of labour 
identifies various groups of potential 
workers, who are presently not participating 
in industrial employment. Three distinctions 
are usually made: the floating reserve, which 


consists of that section of the labour force 
in the capitalist industrial sector which is 
constantly renewed—basically temporarily 
unemployed workers. The latent reserve con¬ 
sists of all people previously working in 
agriculture, but thrown out of it because of 
capitalisation in the sector; Braverman 
(1974) has also included 'housewives' as a 
part of this group. The stagnant reserve is 
the casually and irregularly employed labour 
force. These forms have usually been dis¬ 
cussed within the context of capitalist 
development in the 19th and 20th centuries 
in the US and Britain; Braverman's classifi¬ 
cation of women as ’housewives’ is much 
less relevant to a third world situation. In 
addition, women should not be defined a 
priori as a ‘reserve’: it makes more sense to 
find out how and when they are made into 
a ‘reserve’. 

The concept of labour market segmenta¬ 
tion is more useful, as k indicates the 
mechanisms by which people gain access to 
employment. For women this includes two 
sets of factors: those related to her personal 
and family-based household characteristics, 
and those related to labour mobility and 
class formation. 


Within the first set of factors I looked at 
women’s family relationships, women’s ages 
and levels of education, number and age of. 
children, membership in a community, gad 
channels of access to employment. 

A current cross-section of women’s a ccc w 
to employment in large-scale industry shows : 
a majority of older women in the textile in¬ 
dustry, with few new women gaining access: 
and a majority of younger women (under 
25) in the shoe industry. The situation is 
linked to changes in the labour process to 
which I will return in the discussion of the 
following question. 

in small-scale production, there is a con¬ 
centration of young, unmarried women, in 
higher percentages than in large-scale pro¬ 
duction. This is contrary to the expectation 
that older, married women would be more 
likely to work in this type of production unit, 
because here it is easier to combine child care 
with economic activities. This rather sug¬ 
gests that these women are learning their 
work on (he job in small-scale production, 
where there is more scope for acquiring skills 
than in large-scale production. 

In domestic outwork, there is a concen¬ 
tration of young, married women. Here the 
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proposition that married women with children 
will fall outside large-scale production is 
confirmed. The majority are under 25 years 
of age, suggest' ng that they will have young 
children to care for. In household produc¬ 
tion, there is a much wider range of women 
workers in terms of age and marital status. 
Older women are found in smaller percen¬ 
tages in all types of production units. De La 
Rocha (1984) suggests that this is due to the 
increasing contributions of older children to 
family income: 

Although the level of education varies, 
with women in household production having 
the lowest levels and women in large-scale 
production the highest, this does not mean 
that a higher educational level is sufficient 
to gain access to a job. Rather, employers 
in large-scale production units use educa¬ 
tional criteria to limit access to jobs that do 
not in themselves require such education. 

Having children made carrying out a job 
more difficult regardless of the type of pro¬ 
duction unit in which women worked. It did 
not prevent women from staying on their 
jobs in large-scale production units, where 
the percentage of women with children 
under four was substantially higher than in 
other types of production units (in the shoe 
industry). This leads me to conclude that it 
is easier to arrange for child cate than to find 
a job with a regular income. 

In India, community membership was 
found to be an important factor in gaining 
access to jobs in both large and artisanal 
production units, but less so in small-scale 
production. The evidence suggests this occurs 
when a sector is expanding rapidly, and the 
labour market is relatively tight. 

The second set of factors influencing 
women’s access to employment includes 
brokerage and patronage systems, and the 
degree of labour mobility. The Indian case 
studies indicate that brokers operate within 
each type of production unit; in large units, 
this includes factory managers and fore- 
(wo)men, and the trade unions, to which 
women have little access. In domestic out¬ 
work, brokers play an essential role in 
distributing work at the neighbourhood 
level. In the industries studied, there was 
little evidence of patronage systems. 

Labour mobility is a concept which needs 
to be differentiated into upward, horizontal 
and downward mobility [Bremen, 1980]. In 
large-scale production, upward and horizon¬ 
tal mobility are relatively rare. Downward 
mobility occurs for women over two genera¬ 
tions, when daughters of women workers 
cannot gain access to the types of jobs their 
mothers had. 

In small-scale production, horizontal 
mobility is more extensive for men than for 
women workers; it is more extensive for both 
sexes than in large-scale production. It con¬ 
tains elements of necessity (in conflict situa¬ 
tions, women often prefer to change units), 
as well as possible improvements in the work 
situations. In artisanal production, workers 
try to get work from several suppliers at the 


same time—horizontal mobility. This-situa¬ 
tion is seen as quite threatening. 

These results suggest that job security is 
a more important value than (usually 
theoretical) upward mobility for both men 
and women. 

Women in the Labour Process 

Let us now turn to the question of the 
nature of the work performed by women and 
the way their functions change over time. 
The concept which has been most often used 
to describe changes in women's employment 
is that of marginalisation. However, several 
different definitions have been used. These 
include (I) exclusion from productive 
employment, (2) concentration outside large- 
scale production jobs, and (3) substitution 
or segregation [cf MacEwen Scott, 1986]. 
The concept marginalisation has also been 
used at various levels of analysis, making 
results difficult to compara Here I would 
like to relate the concept more directly to the 
discussion of the labour process (defined by 
Schmitz as the combination of material in¬ 
struments of production, and the social 
organisation of labour [1985: 33], at the level 
of the workplace, where the effects of dif- 
feret technologies and labour organisation 
can be measured directly. 

In order to do this, a small digression in¬ 
to ideas concerning the effects of technology 
on the use of labour was necessary to elicit 
the elements needed for a more precise con¬ 
ceptualisation of women’s participation in 
the labour process Basically, researchers 
assume one of two positions: either positive 
effects, in terms of efficiency and increase 
in wealth, or negative effects, such as the 
increased subordination of the worker to the 
machine, de-skillmg and lower wage levels. 

Models based on these assumptions have 
emerged primarily from studies in industria¬ 
lised countries Two points relevant to my 
own study are: (I) variations in the use of 
technology between industries and different 
labour processes need to be kept in mind, 
as mechanisation and automation have not 
occurred everywhere to the same degree. In 
industries not based on craft work, changes 
in work have occurred in the direction of 
casualisation of work rather than deskilling 
(l.ittler, 1982: 122-145]; (2) the role of trade 
unions and workers in resisting control over 
their work has been relatively neglected. For 
third world countries, there are few studies 
on technology and labour utilisation, either 
for employment in general or women's 
employment specifically. One exception to 
this is Schmitz's study on Brazilian industries 
]1985). 

Returning to the concept of marginalisa¬ 
tion, a series of more precise aspects were 
defined for this study. These aspects are: the 
division of functions between men and 
women, skills and acquiring skills, work¬ 
loads and wages, job security and mobilisa¬ 
tion. In addition, women's labour is con¬ 
sidered from two perspectives: a current 
cross-section, describing participation in dif¬ 


ferent forms oi production according to the 
aspects just mentioned; and changes over 
time; particularly in large-scale production. 
The trends over time include: (1) margina¬ 
lisation—the situation in which women ate 
relegated to jobs which are fewer in number 
and pay less than those available previously, 

(2) segregation—the increasing exclusion of 
cither sex from a particular function, 

(3) changes in skills (deskilling and acquisi¬ 
tion of new skills), and (4) changes in the 
categories of labour used (casualisation). 

The case studies indicated clear variations 
in the division of functions among the 
various types of production units. In large- 
scale production, the production process is 
split up into many operations, of which the 
majority are earmarked as unskilled. Women 
have access to only a limited number of skill¬ 
ed functions; they are mainly confined to un¬ 
skilled functions. In small-scale production, 
only major parts of a production process are 
divided into functions. This implies that 
work is more varied and requires more and 
more varied skills. The evidence on women’s 
access to skilled functions is mixed; in the 
powerloom sector, it was high; in the Mexican 
shoe industry, it was very low, and gender 
segregation by function was high. In house¬ 
hold production, the division of functions 
between men and women is usually stringent 
and sanctioned by local (‘jati’) customs. 
Women mainly carry out subsidiary func¬ 
tions. In domestic outwork, women are 
dominant in carrying out subcontracted 
functions. However, in the Mexican shoe in¬ 
dustry, highly skilled domestic outwork was 
performed primarily by men. 

Skill can be considered to be the actual 
training needed to carry out a function, or. 
the social definition of a function as ‘skilled’, 
determined by employers or trade union 
negotiations. In large-scale production, 
training is usually embodied in educational 
requirements, used to restrict job access (as 
mentioned previously). On-the-job training 
is short and function-specific Small-scale 
and household production units are impor¬ 
tant loci of extensive skills training—in the 
form of apprenticeships or unpaid family 
labour. There are clear gender differences, 
however. Apprenticeships are a male-domi¬ 
nated area, and include all-round artisanal 
training. Girls learn specific functions, as 
unpaid family labour. In domestic outwork, 
women workers must already be skilled in 
order to gain access to work. Although it is 
considered unskilled by most employers, it 
is clearly based on training received within 
the household in both productive work 
and/or domestic labour. 

Workloads and wages ip large-scale pro¬ 
duction tend to consist of fixed workloads 
for basic wages. Piece rates are paid in ad¬ 
dition for higher production levels. Fringe 
benefits and social security are added for 
long-term wage workers. Women usually 
work eight hours, and are not allowed to 
work night shifts. Women’s workloads are 
not readily comparable to those of men. 
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because of differences in the functions car¬ 
ried out and segregation by functions. It is 
characteristic for women to work hours 
equal to men, but to have lower wage rates, 
in small-scale industry, workloads may be 
fixed daily or piece-rates paid per unit of 
work. Shifts vary from eight to twelve hours. 
Both men and women work night shifts. 
There is greater irregularity in the amount 
of work provided, which makes workloads 
more variable than in large-scale production. 
When segregation of functions occurs, women 
generally have lower wage levels than men. 
Only a few workers have fringe benefits. 

In artisanal production, the number of 
hours worked daily varies from four to 14. 
Men and women’s working hours are syn¬ 
chronised, and depend on the amount of 
work available. The use of unpaid family 
labour is extensive, and shows gender dif¬ 
ferences: sons have a right to ‘pocket money’, 
wives and daughters do not. 

In domestic outwork, working hours also 
vary with the supply of work. This implies 
long hours of overtime in the high season, 
and unemployment in the slack season. 
Women receive very low piece-rate wages, 
and deduction from wages for unacceptable 
goods is common. 

In the industries studied, trade unions 
operate only in large-scale production units. 
Women receive little help from unions, 
although they are generally members. 
Gender-specific issues may be raised by the 
unions, or by women workers, but are gene¬ 
rally given little support by either male 
workers or union leaders 

Although I did not encounter mobilisation 
of women workers in other types of produc¬ 
tion units in the sub-sectors studied, there 
is evidence that this is possible (See the 1989 
paper by M Chen, based on experience^ with 
the organisations of women in India.) 

Change over time is most visible within 
large-scale production units, and in the links 
between large-scale to small-scale and ar¬ 
tisanal production units. Within small-scale 
and artisanal units, it was very difficult to 
trace, as documentation was totally lacking. 

Changes in women’s employment in large- 
scale production units is (inked to increases 
in mechanisation Such increases do not 
have pre-determined effects on the division 
and contents of functions; in some instances 
more complex functions have been created 
(as in the Indian textile industry), so that 
women are losing the jobs they previously 
held; in other cases simpler functions have 
emerged, for which women are specifically 
recruited (as in the Mexican shoe industry). 
The latter change has been coupled to 
women's personal characteristics, with 
young, unmarried women workers being 
preferred. 

This has meant that segregation of women 
workers has increased in large-scale in¬ 
dustries at the level of functions. It has also 
meant that in one industry, women ate in¬ 
creasingly marginalised, while in the other 
they are not. The fact that such trends are 


influenced heavily by management decisions 
concerning the nature of ‘functions' should 
be kept in mind. Changes in the degree of 
segregation and marginalisation of women 
workers in small-scale and artisanal produc¬ 
tion unfortunately cannot be traced in the 
pre-existing case studies used. 

Casuaiisation of work is related to changes 
in the social organisation of labour in large- 
scale production? particularly the extent to 
which a firm sub-contracts out to small-scale 
or artisanal units. The evidence is clearer 
from the firm side than from the worker 
side. This is because increased Sub-contract¬ 
ing may influence women’s work oppor¬ 
tunities over generations; i e, new genera¬ 
tions of women may have access only to 
work that is less secure than that of their 
mothers. Second, new groups of women 
workers may carry out more casual forms 
of work. Therefore, it is likely that the in¬ 
dividual woman worker will not be the best 
unit of analysis for examining canalisation. 
Instead, changes in occupational structure 
should be considered for women .is a group. 
Figure 2 indicates such charactenstics and 
changes in women’s participation in the 
labour process. 

WOMFN, HOUSFItOlD AND AUTONOMY 

The last question concerns the relation¬ 
ship between different types of productive 
work carried out by women and their posi¬ 
tion within ihe family-based household. 
Such a household has been defined as the 
unit within which reproduciion is organised, 
and in which the ‘relations between members 
are often thought of in kin relations' [Hams, 
1981: 51-52]. The household can be seen as 
a set of exchange relationships, regarding 
(a) the division of production work and 
domestic labour among its members, (b) bring¬ 
ing in of income, exchanges and consumption 
among family members, and (c) decision¬ 
making patterns which indicate each per¬ 
son's relative bargaining power. 

In the literature, a primary distinction is 
made between female and male-headed 
households. Clear differences in the ex¬ 
change relationships within these two types 
of households have been documented in 
Mexico [Chant, 1985). These indicate that 
the division of labour and income is less 
burdensome for women in female-headed 
households, and their say over the use of in¬ 
come is greater (with positive effects on 
children as well). 

Households should also be considered 
over lime, in relation to the family life cy¬ 
cle, for a proper understanding of variations. 
Expansion,.consolidation, and dispersion 
phases have been identified. In households 
using systems of income pooling, women 
may receive most of the husband’s income, 
a fixed allowance, or a share of the hus¬ 
band's income. The last two systems present 
women with problems in coping with price 
increases. 

Regarding allocation of consumption bet¬ 
ween family members, there is some evidence 


that the lower the pooled income of 
household, the more important the rat* •• 
played by sex/gender systems in the division % 
of food, health care, and education [SaftlkM- % 
Rothschild, 1980]. \;i 

The bargaining power of a woman rests ,} 
particularly on her participation in house- ; 
hold decision-making patterns. This criterion 
has its limitations: (1) only explicitly taken ' 
decisions can be traced, not self-imposed 
decisions, and (2) it requires a substantial 
amount of interpretation by the researcher 
[White, 1984). .1 

The relationship between productive work ‘ 
and women’s position in the household 
needs to be looked at in two analytically 
distinguishable ways. First, women’s employ¬ 
ment opportunities are structured by the 
household and by (heir personal characteri¬ 
stics. Household composition, religious 
precepts concerning women, and women's 
educational levels and marital status are in¬ 
cluded. Secondly, a woman’s employment in¬ 
fluences her bargaining power within the 
household This is reflected in the division 
of productive and domestic labour, the pool¬ 
ing and consumption of income, and deci¬ 
sion-making patterns. 

The evidence presented here is based 
mainly on the results of the case study car¬ 
ried out in the Indian textile industry: the 
other case studies provided no information 
on these points. The influence of women’s 
personal characteristics on their bargaining 
power varied. Education had little influence; 
while variations related to marital status 
were striking. Married women had greater 
bargaining power than unmarried women. 
This factor was more important than having 
children, or even only sons: neither factor 
had a measurable influence. Caste back¬ 
ground also had a measurable influence. In 
those castes which acknowledged women’s 
economic contributions, women were found 
to have more bargaining power. 

Variations in the balance between dome¬ 
stic and productive labour were important. 

The heavier the domestic work burden of the 
woman, the less bargaining power she had 
within the household. This applies parti¬ 
cularly to married women, who' are con¬ 
sidered to have primary responsibility for 
carrying out domestic labour. Women in 
small-scale and household production spend 
relatively less time in domestic labour and . 
longer hours in productive work than 
women in large-scale production. 

Variations in pooling and consumption of . 
income were examined. Pooling of income 
is more common among the families of 
women working in large-scale production 
than among the families of women working 
in small-scale production—the latter gave 
almost all their income to their parents. In 
household production, women earned no 
money. 

Consumption of income varied strongly 
among women working in different forms 
of production. The main item examined was 
food consumption. In families where women 
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worked in I urge-scale production, food ex¬ 
penditure took up a lower percentage of 
family income than in families of women in 
small-scale production. For families in 
household production, food expenditure was 
the main expense item. The quality of the 
food also differed; the families of women 
in large-scale production would eat meat 
several times per month; in household pro¬ 
duction families this occurred a few times 
per year. 

The extent to which a woman’s bargaining 
power was increased by her productive-work 
was the second set of factors considered. 

A first major difference was found bet¬ 
ween women who work in various forms of 
wage labour and those who work as unpaid 
family members. Women working for wages 
manifest decidedly greater bargaining power 
than those whose work is not acknowledged 
by money. 

A second major difference relates to the 
degree of differentiation between men and 
women workers in the workplace. It was 
found that women's bargaining power in the 
household was positively related to a less 
rigid gende'r division of labour in their pro¬ 
ductive work. 

A third aspect is related to differences in 
the wage levels of men and women workers. 
Comparing women’s wages to average levels 
'of wages within production units show that 
there is a positive correlation bet veen 
improvements in women’s bargaining power 
and higher wage levels. 

in conclusion I would like to suggest 
several further areas of research which have 
emerged from this study as a whole. 

The evidence from the case studies has 
suggested that for small-scale and artisanal 
producers, relations with trading capital are 
at least as important as relations with large- 
scale industrial capital. This aspect has been 
relatively neglected in models of petty com¬ 
modity production, and should be further 
studied to determine its impact on earnings 
and investment opportunities for these 
groups of producers. The case studies also 
showed that types of sub-contracting rela¬ 
tionships are much more varied and exten¬ 
sive in nature than is usually assumed. The 
variety and impact of these links needs fur¬ 
ther study. 

The categories of casual work usually 
distinguished were found useful, although 
the neglect of unpaid family labour leads to 
important underestimates of women’s con¬ 
tribution to economic activities. The use of 
various forms of casual labour is more ex¬ 
tensive than classical models of production 
units would have us believe. Therefore, cau¬ 
tion is needed in predicting the impact of 
change within production units on ‘employ¬ 
ment’; impact needs to be specified by 
category of worker. This allows the invisible 
contribution of women workers to be recog¬ 
nised, so that their interests can be better 
defended. 

Women's access to employment is clearly 
linked to factors related to their household 
circumstances as well as to the type of pro¬ 


duction unit. The extent to which long-term 
wage work outweighs the disadvantages of 
inflexible working hours for a large group 
of women with children is striking; only very 
young married women are found extensively 
in domestic outwork. This is rather different 
from the usual modetufthe gender division 
of labour [Heyzer, 1981]. 

The concept of marginalisation previously 
used to analyse changes in women’s parti¬ 
cipation in productive employment has been 
replaced here by a model which incorporates 
a number of specific characteristics of 
woman's work at the level of the workplace, 
and relates these to changes in the use of 
technology and organisation of work. This 


approach makes it possible to trace the direc¬ 
tions of and the reasons behind transforma¬ 
tions in women’s productive work, and to 
discover more effective strategies to counter 
negative developments. 

The extent to which a woman’s productive 
work and income increase the extent of her 
bargaining power within the household it 
still a relatively underdeveloped area of em¬ 
pirical research. Although the evidence from 
this study is of necessity limited, it is dear 
that aspects of both the existing household 
situation and the employment situation are 
factors which influence women’s bargaining 
power. In this area, the methodological pro¬ 
blems are also largely unsolved. Further 
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development of a model which incorporates 
the various relevant aspects and solution of 
ousting methodological difficulties are both 
important areas for future research. 

Notes 

1 A more extensive version of this study is 
forthcoming from Sage (New Delhi) under 
the title. Forms ofProduction and Women's 
Labour Gender Aspects of Industrialisation 
in India and Mexico. 

2 A number of these studies have now been 
published in Banerjee; N (ed), Indian Women 
in a Changing Industrial Scenario, Sii*. New 
Delhi, 1991. 
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AMAR JASBIR KAUR’s review of Alastair 
Lamb’s Kashmir: A Disputed Legacy, 
1846-1990 [EPW, January 18] makes in¬ 
teresting reading, of a sad if unedifying tale 
that goes back to the John Company’s crea¬ 
tion of the kingdom under Maharaja Gulab 
Singh (1846) through its loudly contested 
accession to India (1947) and the crowded 
near-half century since. Not to over¬ 
emphasise the Raj's waywardness, the acces¬ 
sion was conditional on Nehru’s commit¬ 
ment to a referendum, -a promise, the 
reviewer loudly bemoans, that ‘To date... 
remains unfulfilled'. Again, in company with 
lamb, she blames Nehru for rejecting the 
Dixon-endorsed (1950) ‘regional plebiscites' 
when it looked ‘as if the Kashmir logjam had 
been broken’. Nearly a quarter century later, 
in 1975, il was Sheikh Abduliah and his 
Kashmir accoid: an act of ‘perfidy’ for 
which he has ‘not (been) forgotten’. Today, 
it is Now Delhi’s ‘deplorable policy’ of 
appointing its ‘hatchet men’ to govern the 
valley. At one loci, (here could have been 
no better, and more cmpnthetic way of sum¬ 
ming up L amb’s book with its long narrative 
jf the Raj's breach of faith at the time of 
ransfer of power compounded by New 
Delhi’s persistent mis-demeanour since, in 
handling its legacy. The only flaw in this ap¬ 
proach is that it fails to come to grips with 
the main thrust of the author’s argument 
much less convey the clear message his pages 
so forcefully imbibe. 

Broadly, Lamb’s Kashmir falls into two 
unequal halves. The first, less voluminous, 
dealing with the ‘origins’ spans almost a 
century of the Raj, 1746-1947; the second, 
bulkier in volume, wijh ‘Conflict’, a little 
over four decades (1747-90) of its sequel. 
Part one spins out an historical narrative 
delineating the major strands in the defence 
of British India in terms both of the open¬ 
ing of the 'Treaty Road’ in Ladakh and the 
‘Lease’ of the Gilgit Agency. The tygh water¬ 
marks, understandably, are the ‘partition 
1947’ and ‘accession 1947’. 

The second half of the study, a rehash of 
contemporary history, starts with the First 
Kashmir War (1947-48) and draws to a close 
with New Delhi's overall ‘failure 1 , all the way 
to 1990. Htcked in between are accounts of 
the Second Kashmir War (1965); the se¬ 
quence of events from Tashkent (1966) to the 
Simla Conference (1972) and the last decade 
(1972-82) in the life and politics of Sheikh 
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Abdullah. 

The book starts with the proposition that 
in comparison with other princely states, 
Kashmir was ‘rather better situated geo¬ 
graphically’. The acquisition by the Dogra 
rulers of Dardistan, including Gilgit and 
Hunza, came to constitute what the Raj was 
to call the northern areas. And in the 
bargain, created a totally new polity with its 
common boundary with Tibet and China 
and close proximity to Afghanistan and the 
former Soviet Union; it ‘added greatly’ to 
Ihe attractions of the idea of independence 
after August J5, 1947 (p 7). 

A briel survey of its population, economy 
and geography convinces the author of the 
‘fundamental grounds ‘for the Pakistani 
claim’ to Kashmir (p 11). Again, had British 
annexation of the state been completed in 
the 1880s as was ‘rather favoured at the 
time—in 1879, Maharaja Pratap Singh had 
been virtually deposed—the ‘whole state 
(with possible exception of the parts of 
Jammu and Ladakh) would have gone to 
Pakistan’ under the terms of the partition 
in 1947 (p 14). Or better still, if Kashmir’s 
transfer to the Maharaja (1846) had been 
treated as a lease that would lapse with the 
transfer of power, In which case, the Raj 
might have partitioned the state with the 
valley reverting to British India and ‘thereby 
becoming a contiguous Muslim majority 
area of the kind which would go to Pakistan' 
(P 15). 

Lamb makes no effort to disguise his con¬ 
viction that Mountbatten's handling of the 
accession of the state in the final weeks of 
the Raj left a lot to be desired for he or his 
advisors ‘seem to have accepted Jawaharlal 
Nehru’s views about Kashmiri politics and 
to have failed to explore the Muslim dimen¬ 
sion’ (p 116). More, Mountbatten accepted 
the Maharaja’s accession on the basis of a 
falsification of the record: ‘This charade, of 
course^f which Mountbatten must have 
been aware (unless he had been shown 
a fraudulently signed letter from the 
Maharaja, and, perhaps, Menon 1 had lied 
to him about the journey to Kashmir with 
Mahajan 2 on October 26) would have re¬ 
quired a measure of falsification of the 
record both as to chronology and as to the 
origination of the proposals! Nor were ‘such 
manipulations of documentation.., 
unknown’ in the Rat)’* conduct of political 
matters (p 137). That was not all. For with 
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(he tribal attack in progress, Mountbaiten 
‘lost what detachment he may have had' and 
came to view Jinnah and Pakistan ‘as the 
enemy’ (p 139). 

Pointing out that the ‘havoc wrecked (sic) 
upon the unfortunate population' in the 
valley by the Pathan "aggressors” had 
become ‘part of the folklore’ of the 
Kashmir dispute, two facts that ‘should be 
remembered', are heavily underlined. One, 
that the Indian side ‘committed its share of 
atrocities in the process of repelling the 
“invaders” ’ which, sadly, are ‘rarely men¬ 
tioned in the literature of the Kashmir 
dispute’; two, that the Kashmiri casualties 
suffered in 1947 ‘were certainly far less’ than 
those inflicted upon the inhabitants of the 
valley ‘by the Indian security forces since 
1989’ (pp 143-44). 

The oft-repcatcd Pakistani charge that the 
Radcliffe award concerning the three eastern 
tehsils of (he Gurdaspur district where the 
tract concerned should, by virtue of its 
Muslim majority, have gone to Pakistan ‘was 
somehow manipulated’ so that it was placed 
in India, finds a deep icsonance in these 
pages. 'Jo Lamb, Padclif'e’s cence connotes 
guilt <>!■•*' ‘ if stay'with Mountbatten under 
the .cuu." roof reason enough for influenc¬ 
ing h.’ uwrud ag/JnsI Pakistan! Again, the 
doc urn i-/.!'., he avers, ‘leave room for a 
degree of reasonable doubt’ that with the 
potential future of the state in mind, the 
governor general ‘or some of his senior ad¬ 
visors’ ensured that political—nor 
judicial—criteria were applied in decision¬ 
making. The study affirms that official 
documents ‘fail to show that justice was 
done whatever the underlying verities might 
be' (pp 152-537- 

Lamb has another bone to pick. The alleg¬ 
ed presence on or about October )7 of some 
Patiala troops in Srinagar be/ore the tribal 
incursions (October 22) or the Indian airlift 
(October 27). In the event, the tribal cross¬ 
ing into the state at Domel ‘was not that of 
forced entry by the tribesmen but of a gate 
being opened, as it were, by rebels within the 
state of Jammu and Kashmir in the interest 
of an entity which in two days was to declare 
itself the independent state of Azad 
Kashmir' More, the participation of the 
tribesmen in what amounted to a civil war 
‘could well be considered to represent an 
error of political judgment on the part of 
(hose who sought their assistance; but it 
would be difficult in these particular cir¬ 
cumstances to classify it as an act of exter¬ 
nal “aggression” by Pakistan'. The obvious 
deduction; ‘there is no simple legalistic 
explanation of the origins of the Kashmir 
dispute; and none which confers absolute 
moral right on one side only’ (pp 155-56). 

For keen observers of the Kashmir scene 
most of what the preceding paragraphs retail 
is pretty hackneyed, old hat. What is new 
is the stridency with which the issues are 
aired afresh; the zeal of a new convert. Nor 
within the constraints of a brief discussion 
would it be possible to re-tread that tiresome, 
well-beaten track. Three points however may 
be quickly made, lb start with, a reputable 
Pakistani scholar, Ayesha Jala!, has in a re¬ 
cent study established the fact that the 1947 
tribal raids were planned and aided by 


Pakistani army regulars. 1 Oddly, Lamb's 
own research in Pakistan to which Amar 
Jasbir Kaur makes a pointed reference, as 
having ‘greatly enhanced his book’, does not 
appear to have yielded him such evidence, 
archival or otherwise. 

Again, a contemporary’s account, the per¬ 
sonal diary of Sir George Cunningham who, 
in August 1947, was hand-picked by Jinnah 
to be governor of NWFP may give the reader 
thought for some sobering reflection. Exten¬ 
sively used by this discussant in the course 
of his research at the India Office Library 
in I.ondon, some of its entries make for 
interesting reading Only a couple are 
re-produced. 

29th October (1947) Had a message from 
Jmnah’s Secrcurv at 8 am that Nehru was 
'indisposed’ in Delhi, and today’s meeting 
here was oif • When 1 went in Jinnah was 
very angry with Mountbatten and Nehru, 
and said lhis was just a plot to delay 
things Very probably Irue. 

VVe then lalkeil toi one-and-a-half hours He 
said he fell his hands were now free, legally 
as well as morally, to take any line he liked 
about Kashtnii as the accession of Kashmir 
to India was a 'tiaudulenf transaction I 
could not gel him to define exactly where the 
‘fraud' came in, except lhai the method of 
acceding, combined by instant occupation of 
troops, was against the whole principles by 
which, ii had been muiually agreed, acces¬ 
sion would lake place. 

He then said il was essential for Mudic 4 and 
myself, and Ciracey as C-in-C. ' loo lo enter 
into ihe full spirit of this struggle foi 
safeguarding of the lives and rights of the 
Kashmir people I was not quite sure whether 
he implied that I was not quite playing up, 
so I pointed oul lhai until four or five days 
ago 1 did not even know whether Ihc entry 
of my tribes into Kashmir was in accordance 
with his and 1 mquai’s policy or noi, and that 
my last orders—on which I was still work¬ 


ing were that the tribes svere nqt wanted until 
Pakistan asked Tor them, that I had not yet 
been (old they were wanted, and that I Had 
told all my officets therefore not to assist-- 
though they could not prevent—the move¬ 
ment. If this was his definitive policy I was 
quite prepared to support it, provided I didn’t 
have to do one thing and say another... 
Later that day there was another meeting 
in Liaquai Ali’s bedroom where Cunningham 
and Jinnah apart, Mtidic was present: 

All the foregoing talk was repeated at this 
conference. I he gist of our conclusions was 

(a) We should try to maintain about 3,000 
tribesmen at Baiamula, sending up drafts 
to relieve tired men. 

(b) Rations and ammunition would be set 
from the Punjab; I would supply 1,00,000 
rounds from sillage defence stocks. 

(c) ( ash payments would be made lo 
tribesmen on return 

(d) We should strengthen Foonch with arms 
and ammunition. They probably had 
enough men already 

(e) Bodies of tribesmen should nol go to 
Poonch oi the Jhelum Valley through the 
Punjab (this would Ih' loo blaianl!!) but 
via Hazara 

By November (1947) Cunningham confid¬ 
ed in Ins diary: "I could have found half a 
dozen excellent grounds for resigning in the 
last two weeks oi so”, he finally quit, in 
March (1948)” 

A word about the British Indian pen- 
chani--which New Delhi inherited from the 
Raj—for ‘manipulation’ of official records. 
While this writer holds no brief for the Raj’s 
moral scruples or those of its political 
legatees. Lamb’s specific instances deserve 
scrutiny. Here apart from what Mountbatten 
is reported to have done, two others cited in 
the book relate to (Sir Olaf) Caroe’s alleged 
tampering (1938) with volume 14 of 
Aitchtson’s treaties and Nehru’s ’misquota¬ 
tion’ that the MacDonald note of March 
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1899 ‘signified (hat the whole of Aksai Chin 
lay in Indian territory’. In actual fact, the 
note had prop ned inter alia that should 
China sever all links with Hunza, India 
would be willing to recognise *a large tract 
of country to the north o f the great dividing 
range (viz Aksai Chin) .. as Chinese ter¬ 
ritory’. Clearly someone in the foreign of¬ 
fice had not done his homework and tailed 
to spell out the correct position in the prime 
minister's letter of September 26, 1959 to lus 
Chinese counterpart. Nor does Lamb's own 
much laboured version (pp 72 73) mention 
the over-riding fact that the 1899 offer, and 
the cession of Aksai Chin were conditional. 
He would nonetheless have us believe that 
’the misquotation was deliberate, a const- 
quence of policy dilemmas’ which New 
Delhi was then up against. And with Caroe’s 
’technique of “cooking hooks"' setting the 
precedent all this was of relevance to ‘the 
documentary evidence as to the genesis of 
the Indo-Pakistaru dispute over Kashmir' 
(p 74). The insinuation is much too obvious 
to be missed 

Mountbatten’s alleged bias against 
Pakistan and its rulers and his ‘mani¬ 
pulation’ ot the Radclifle award need not de¬ 
tain us here. T he charge wa. stoutly 
repudiated by India's last British governor 
general. Nor has documentary evidence, on 
latmb's own showing, lound him con¬ 
clusively guilty. Caroe’s alleged tampering 
has been exhaustively dealt with in the pre¬ 
sent writer’s earlier work; oddly though it 
has escaped our author’s gaze 7 Interestingly 
Lamb's strange fixation with Caroc has him 
plotting the ‘physical occupation’ of the 
Ihwang area in 1946-47 (pp 80-81) when in 
actual fact he had left the external affairs 
department a year earlier (viz, 1945) and 
taken over as governor of NWFP (March 
1946)! The worst about Nehru’s ‘sleight of 
hand’ (p 72) may be that his words lacked 
clarification and could be misconstrued. 

To impute motives ot bad laitb and worse 
to individuals on evidence w.miing in con¬ 
viction sounds a little untsn For nearer 
home Lamb may discyv, a (ew in¬ 
stances of deliberate stijV'W .:ui cad rlis'or- 
tion of official records a: ti.c be test ot 'he 
highest in the land. The present wntu knc-'Va 
from first-hand acquaintance about the par 
tisan manner in which HMG’s White Papers 
on Tibet and Outer Mongolia were compiled 
in the British foreign office in the opening 
decades of the century. Or the notoriously 
familiar coloured versions of the blue books 
on the origins of the two world wars. No 
nation, including the British, have pleaded 
innocent of the worst possible distortions of 
the historical truth to wage their un¬ 
scrupulous propaganda wars. 

The burden of Lamb’s song, as may be 
evident, is that Kashmir has been ‘the most 
dominant force’ in shaping the foreign 
policies of India as well as Pakistan and if 
only the Raj had taken ‘different decisions' 
both as to its policy and course of action in 
1947, the problem ‘might never have arisen! 
In the event, one must go back to the roots 
as it were and resolve ‘the key issues of 1947’. 
Or else, continue to inflict serious damage 
on the bodies politic of both countries. 


As to the present scenario, no objective 
assessment could deny that New Delhi's 
singularly inept handling of men and affairs 
in the valley has been largely responsible for 
today's sorry state of affairs. So indeed has 
Pakistan’s inveterate hostility and relentless 
abetment of subversion. Not for our author 
though. For while it is ‘quite possible’ that 
Sikh separatists in the Punjab received a 
measure of ‘unofficial assistance’ by way of 
Pakistan or 'a Tew individuals' on the other 
side of the cease fire line aided and assisted 
the opposition to Indian rule in Kashmir, ‘in 
neither case’ was it Pakistan’s policy ‘to 
destabilise India'. For the central issues both 
in the Punjab and Kashmir ‘derived from 
Indian policy and Indian actions of which 
Pakistan was in the main a spectator'. Nor 
anything that Islamabad could do ‘would 
alter fundamentally’ the attitude towards 
New Delhi of either the Sikh extremists or 
the Muslims of the valley. To meet Indian 
demands, implicit or explicit, Pakistan 
‘would have to accept some form of public- 
humiliation, admit to a non-existent guilt, 
promise to remedy a fault the presence of 
which was not accepted’. In the event, i-amb 
concludes, ‘it was unlikely’ that direct Indo- 
Pak negotiations “at any level' could produce 
‘results of significant value’. Nor is a Rajiv 
Gandhi or Narasimha Rao in New Delhi and 
their counterparts, Benazir Bhutto or Nawaz 
Sharif, in Islamabad ‘likely to make any dif¬ 
ference 1 (p 340). 

In his ‘Final Word’ the author makes out 
a strong case why New Delhi should act the 
way he has so painstakingly charted. India’s 
legal position in Kashmir is dubious—‘indeed 
a good case can be made 1 that it has 'no 
business at all' to be there. The Chinese in 
Aksai Chin ‘pose no danger to Indian securi¬ 
ty' nor could the Tate of disintegration of 
the Indian union... now inevitable’ be 
altered for the worse by yielding Kashmir 
Again, the state tan no longer stay together 
as a single entity and as in his earlier 
study —Crists in Kashmir (1966)—Lamb cites 
with approval Sir Own Dixon’s analysis 
(1950) that Kashmir consisted of a variety 
of components ‘each capable of being dealt 
with in a different way 1 (p 343). In sum, the 
best for New Delhi would be to give up its 
charade of governance and hand over the 
valley to Pakistan 

With such friendly advice from a third 
party academic, no detailed comment is 
called for. Nor is his conclusion a surprise; 
the refrain from the very outset, as the 
preceding paragraphs amply bear out. being 
so loud and dear. This is- rather sad for an 
author with respectable expertise on Asian 
frontiers in general and the Sino-Indian 
border iri particular—to use his undoubted 
talent in a far from objective presentation 
and analysis. 8 Even such a friendly critic as 
Amar Jasbir Kaur who is otherwise at pains 
to treat the author with kid gloves is con¬ 
strained to remark that Lamb ‘should have 
been more open-handed 1 and ‘regretfully’ 
concedes that ‘when he is biased he bases 
it on supposition than fact! 

Interestingly Lamb’s stance today does not 
differ materially from his conclusions reach¬ 
ed almost a quarter century earlier; 


Once it is admitted that Pakistan has a right 
to exist at all, then it cannot be denied that 
she has every reason to be interested in the 
future of Jammu and Kashmir... lb deny... 
that such an interest exists is to ignore com¬ 
pletely the realities of the situation. It would 
have been logical in 1947 to consider how the 
principles of partition could be applied to 
Jammu and Kashmir State There is still a 
case for doing so in 1966. 9 
At one level. Lamb’s book is an odd 
mixture of some of his earlier work wit ha 
few fresh sketch maps and some additional 
material; unlike them, it suffers from poor 
editing and, surprisingly, a few errors in 
spelling and punctuation. Do such exercises, 
one half wonders, yield desired dividends? 
That Islamabad has a case of sorts would 
be hard to deny but that New Delhi has none 
may be difficult to accept. The path of 
reason, which this study sadly spurns, is to 
lay bare the truth in all its rich if varied hues 
of a confusing if startlingly contradictory 
scenario that has evolved over the years. And 
for the politicians on both sides to map out 
some common meeting ground so as to 
make a beginning towards an eventual 
knocking into shape of a mutually accep¬ 
table settlement. 

That was all there was, as the layman 
undetstood it, to the Simla agreement. The 
need of the hour is to revive it, in letter no 
less than in spirit. As to our prophets ot 
doom, there has been from the 1960s—with 
their typically grim scenarios of After 
Nehru. What? and India: The Most 
Dangerous Decades —a long, and not un¬ 
distinguished, ‘roll of honour 1 which surely 
could do with one more. Hopefully though 
with Mandal and mayhem on the wane and 
the militants in Kashmir—realising that 
while Islamabad can bleed India it cannot 
change the status quo—sharply divided over 
ends and means, New Delhi may yet with 
a bold and imaginative handling of an ex¬ 
tremely complex if explosive situation, get 
over the hump. And before long. 
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Social Technology 
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No account of technological transformation can be complete 
without considering developments in social technology. It is not 
possible at^present to measure the precise impact of these 
developments. But we must at least underline that the 
-ytransfoYlnatibn of societies cannoi be explained by capital alone 
and Advances in social technology must also be drawn 
\ up6n_ ^ 1871 

^ . Religion in Sociology 

The sociological study of religion brings sharply into focus certain 
interesting questions of approach and method, discussion of which 
is of wider interest in the study of society as a whole, including 
of such subjects as class, gender, nation and, more generally, 
politics. 1865 


Not So N»*w 

Contrary to the large-scale 
euphoria unleashed, a careful 
analysis of the New Industrial 
Policy Statement leads to the 
conclusion that it is not so 
radical and bold as it is 
made out to be M-86 

Impregnable? 

The inability of Indian 
manufacturers to penetrate the 
markets of advanced capitalist 
countries needs to be understood 
within the broader context of 
the internationalisation of 
production. A sludy of 
machine lools. M-95 


Unmasked 

Chum Kotal’s suicide has ripped 
the mask off the face of West 
Bengal under left Front rule: the 
caste prejudice and persecution 
and the government’s callous 
indifference 1836 

Trapped 

The insistence on product patents 
in the Dunkel draft and some of 
the judgments delivered by courts 
in the US are pointers to what is 
in store for developing countries in 
the area of Intellectual Property 
Rights. Case of computer 
software. M-101 

Pliant Politics 

The Lok Sabha speaker’s bUtantly 
partisan ruling on the 12 defecting 
Janata Dal MPs reflected, 
•consciously or otherwise, the 
growing search among the ruling 
elite for a more pliant political 
milieu in the interest of the 
ongoing ‘economic reform*. 1846 


Government and Markets 

What lessons does the experience 
of the Indian silk industry offer 
for government intervention 
to improve the functioning 
of markets? M-117 

Education as Business 

The Supreme Court's use of article 
21 of the Constitution for 
articulating the right to education 
may be faulted on both doctrinal 
and practical grounds, but its 
indictment of the capitation 
fee system has not come a 
day too soon. 1847 

Andhra Pradesh's new admission 
jxilicy for minority institutions 
will result in squeezing the 
educational opjsorlunities 
for poor students 1849 

Energy Planning 

A review of energy policy planning 
exercises by the government so far 
shows that they have used mostly 
traditional regression models or 
end-use models employed by 
energy policy-makers in 
developed countries for 
projecting energy 

demand M-109 


Churchill Chambers 

The second floor apartment in 
Churchill Chambers in Bombay, 
the abode of Sachin Chaudh-tri, 
founder editor of The Economic 
Week!y and of F.PW, encapsulated 
within its walls the history of 
a meaningful chapter of post- 
Independence India. And now, as 
India ceases to be an integer, 
that apartment too has been 
detached from its 

antecedents. 1831 








LETTERS TO EDITOR 


Not Denuded 

DISREGARDING painfully the advice of 
an economist of sterling qualities, high 
academic reputation and social commit¬ 
ment not to respond to Deena Khatkhate’s 
unkind observations relating to the 
Department of Economics, University of 
Bombay in his Potomac Musings {LPW, 
July II), l wish to place before your 
readers the following facts 

D T lakdawala retired in 1977. In the 
last 15 years the faculty of the depat intent 
published about 250 articles in profes¬ 
sional journals published from India and 
56 articles in those published abroad. In 
the last five years, international agencies 
have brought out five working papers 
written by my colleagues. The faculty 
published in the last 15 years, 25 books 
of which one was published by North 
Holland Publishing Co, Amsterdam, and 
another by UNDP. They participated in 
28 international conferences. It is a shame 
that many more could not do so for want 
of funds to pay their travel though their 
papers wey accepted for discussion. 

international agencies like the World 
Bank, the ILO, the ESCAP, the UNDP, 
the UNAPDC, the UNEP have drawn on 
the expertise of the faculty and so have 
national agencies like the UGC, the 
ICSSR, the Planning Commission, the 
1DBI, the BMC, etc Some of the staff 
have taught at foreign universities 
amongst which one could list the univer¬ 
sities of California, Texas, Manchester, 
Ulster. British Columbia, while some 
others have visited American universities 
as Fulbright Fellows selected nationally 

Professional societies have honoured 
some of my colleagues by electing them 
to preside over their annual meetings 
Quite a few sit on the editorial boards of 
professional journals and board of direc 
tor#of academic and other public institu¬ 
tions. They do all this ih addition to 

» teaching and guiding MA, MPhil and 
PhD students. The department conducts 
refresher and orientation courses and is 
often entrusted by the UGC with pro¬ 
grammes like university leadership pro¬ 
gramme and curriculum development pro¬ 
gramme. It has still retained the status of 
an advanced centre in economics granted 
to it in the 60s. 

I do hope this brief account of the work 
done at the department in recent years 
would suffice to make some, hopefully 
most, of your readers wonder if the 
academic wasteland did not lie in the 
mind of Khatkhate, rather than in the 
Department of Economics. No sir, the 
department was not depleted of all 
academic talent when some of its students 

. . 
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of the early 1950s joined the Reserve Bank 
of India. All of us indulge in nostalgia but 
must we run down the present to glorify 
the past? 

L K DtSHPANDt 

Director, 

Department of Economics, 

University of Bombay. 

Liquor Trade Banned 

ON July 29, the chief minister of 
Maharashtra announced the decision to 
close down all liquor shops and stop all 
trade of liquor in Gadchiroli district—a 
major victory for the ■Movement for 
Liberation from Liquor’ in Gadchiroli. 

'The Guidelines of the Central Govern¬ 
ment on Excise Policy in Tribal Areas’ 
state that no trade of liquor be allowed 
in the tribal areas, all liquor shops be elos 
cd, drinking permits be cancelled, and (he 
responsibility to control consumption of 
alcohol be entrusted to the villagers. In 
spite of accepting this policy, the govern¬ 
ment had licensed 57 shops to sell liquor 
and 2,000 individual permits for buying 
alcohol. This permit allows a person to 
carry 12 bottles of liquor with him. Con¬ 
sequently, 2,000 permits turned into 2,000 
retail shops selling liquor in the villages. 
This organised network of distribution 
legally and illegally collects Rs 200 million 
annually from the tribals of Gadchiroli, 
the amount exceeding the annual develop¬ 
ment and welfare budget for the district. 
The resultant poverty and misery is call¬ 
ed ‘tribal backwardness’. Some 1,00,000 


men drink liquor, 20,000 arc addicted and 
about 1,000 die every year due to alcoho¬ 
lism. Alcohol is the most important cause 
of misery and humiliation of women, a 
major tool of exploitation of tribats, and 
an obstacle for development. 

Tribal leaders, voluntary organisations, 
social workers from the district and 
SEARCH, a social organisation, came 
together to form Darumuktf Sangathana 
(Organisation for Liberation from Liquor) 
and launched the movement in J988. As 
the movement grew in strength, 200 
villages slopped consumption and sale of 
akohol by applying a community ban. 
Some 1,000 delegates from 150 villages at¬ 
tended a district conference for liberation 
from liquor and demanded total ban 
of all liquor sales. All three Ml.As from 
the district supported this demand. When 
the government did not act in spite of a 
promise, 331 organisations (mostly organi¬ 
sations of women and youth) from the 
district sent resolutions on January 26, 
1992 to the chief minister demanding a 
ban on the liquor trade. The demands 
were supported by many eminent Gandhian 
leaders as well as. leaders of Shetkari 
Sangathana and senior IAS officers. In¬ 
terestingly, even the Naxalite organisation, 
‘People’s War Group’ independently 
demanded closure of liquor shops. The ef¬ 
fective implementation of the government 
decision to close liquor shops will be im¬ 
portant to the development of the region. 

Abhay Bang 

Organisation for Liberation 
from Liquor, 

Gadchiroli. 
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More Tax Hand-Outs 


T HE Chelliah Committee's major recommendation in the 
field of direct taxes in its final report is that the tax rate 
applicable to domestic companies be brought down from 
the present 51.75 per cent (inclusive of surcharge) in two 
stages, first to 45 per cent and the following year to 
40 per cent. Correspondingly, the differential between the 
rate of tax on domestic companies and that payable by 
* foreign companies is not to exceed 10 percentage points. It 
is relevant to recall that in his budget speech earlier this year 
the finance minister had given a clear indication of the work¬ 
ing of his mind on the subject of corporate taxation. The 
corporate tax system, he had said, “is also an area where 
rates of taxation need to be lowered and I would like to give 
advance notice of my intention to begin lowering them as 
soon as possible”. So the Chelliah Committee’s recommen¬ 
dation should fit the finance nvnister’s own thinking 
eminently, unless the latter was thinking in terms of an even 
more radical lowering of the corporate tax rate. 

One should add a rider here. The nominal rate of cor¬ 
porate tax significantly overstates the actual tax burden 
because of the various admissible deductions and exemptions, 
the most important being the deduction on account of 
depreciation. In fact, the finance minister himself had con¬ 
ceded this in his 1991-92 budget speech when, while reducing 
the general depreciation rate on plant and machinery from 
33.33 per cent to 25 per cent, he noted that “the rates for 
" depreciation prescribed in 1987 in relation to plant and 
machinery are far too generous and provide much more than 
is needed to compensate for wear and tear”. It is pertinent 
to recall that the general rate of depreciation until 1987 had 
been 15 per cent. If depreciation is continued at the rate of 
25 per cent, as recommended by the Chelliah Committee, 
the effective burden of corporate tax will stand reduced con¬ 
siderably below the new lower rates recommended by the 
committee. The argument that higher rates of depreciation 
are needed to compensate for inflation has been met in the 
past by special provisions as, for example, for investment 
allowance, development rebate and investment deposit, but 
not by raising the general rate of depreciation allowance 
which gets permanently embedded regardless of the rate of 
inflation. Surely if the finance minister proves true to his 
word and succeeds in reducing the inflation rate to between 
3 and 4 per cent, he should not at the same time build into 
his tax system a provision that is premised on an inflation 
rate of 10 per cent and above. 

If the Chelliah Committee’s recommendation to reduce 
' the rate of corporate tax to 40 per cent is accepted, it will 
have to be done knowing full well that given the generous 
depreciation rate of 25 per cent it will mean an effective tax 
rate of only 24 per cent which will be considerably below 
the rate of 43 per cent (inclusive of surcharge) on personal 




incomes of Rs 1 lakh and above. Also, is it to that level of 
effective rate that we should be linking the tax liability of 
foreign companies whose profits, once they leave our shores, 
carry no further liability? Are we not thereby only subscrib¬ 
ing to foreign exchequers? 

The Chelliah Committee’s recommendation that agricul¬ 
tural income above Rs 25,000 accruing to non-agriculturists 
should be brought under the tax net raises a number of ques¬ 
tions. It is quite possible that the committee has addressed 
these questions, but in the absence of the committee’s full 
report one has to proceed on the basis of whatever has been 
made public. On grounds of equity there can be no two opi¬ 
nions that income from all sources, agricultural and non- 
agricultural, should be treated similarly for purposes of tax¬ 
ation. In India, a distinction was drawn between agricultural 
and non-agricultural incomes not because the Constitution- 
makers wanted to exempt agricultural incomes from taxa¬ 
tion but because they Wnted to reserve the taxation of 
agricultural incomes for the states in the belief that this 
would be a major source of revenue for the state govern¬ 
ments. That in actual practice this has not proved to be so 
is a very different matter. 

As for the specific recommendation of the committee, that 
agricultural incomes should be brought within the central 
tax net, the very first question that arises is whether the pro¬ 
posal will stand the constitutional test even though the cen¬ 
tre is agreeable to distributing the tax proceeds attributable 
to agricultural incomes to the states in their entirety. Will 
it be possible to implement this recommendation without 
an amendment to the Constitution? Can it be implemented 
by entering into a sort of contractual arrangement with the 
states, assuming that a consensus can be worked out? 

Even if the constitutional hurdle is possible to cross, the 
question still remains why, if agricultural incomes have to 
be brought within (he central lax net, the coverage should 
be confined to only non-agriculturists with agricultural 
incomes in excess of Rs 25,000. What about agriculturists 
whose income from agriculture runs into not tens of 
thousands but lakhs who still have non-agricultural income 
below the exemption limit? Not that the agricultural incomes 
of non-agriculturist do not deserve to be brought within the 
tax net, but no less strong is the case, certainly in terms of 
equity, for bringing agriculturists with comparable incomes 
within the tax net. 

In the field of indirect taxation, the major approach of 
the Chelliah Committee is that the country should move 
away from the present system of excises towards the VAT 
system. The committee recommends reform of the indirect 
tax system to be undertaken in a phased manner: (1) exten¬ 
sion of excise to cover most manufactured goods at present 
exempt and some selected services, (2) reduction in the level 
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of rates wF'ch in the committee’s view are 
unduly high, (3)gradual reduction in the 
rates to between 10 and 20 per cent for 
all goods that would be covered by VAT 
system, (4) extension of MOD VAT credit 
to all inputs that are used in the produc¬ 
tion of, or are incorporated in, taxable com¬ 
modities except for office equipment, ac¬ 
cessories and furniture, building material 
and a few other items, (5) extension of 
MODVAT credit to machinery, not fully 
at the time of purchase but in instalments 
during a period of years to be prescribed 
in the law, and (6) extension of VAT to 
the more important services used by the 
producing enterprises. 

It is certain that the committee will have 
done its sums as to how, as its proposed 
reform proceeds, revenue collections will 
be affected. Not only is the centre itself 
interested in maintaining, indeed improv¬ 
ing upon, its revenue collections in order 
to ensure that us fiscal deficit does not 
exceed the figuie it committed itself to in 
its loan negotiations with the IMF and 
World Bank. Also, the states are an af¬ 
fected party because under the current 
dispensation the states are entitled to 45 
per cent of the excise revenue of the centre. 

Some doubts at ise on the above score, 
however. I et us concentrate on the one 
that should be of immediate concern. While 
the Chelhah Committee has recommended 
bringing within the tax net most, if not all, 
manufactured commodities and even 
select services and thereby broadening the 
base of excise taxation, one wonders 
whether that would be enough to offset 
the effect on collections of the replace¬ 
ment of the existing ‘undul> high’ excise 
levies by VAT at utes ranging between 
10 and 20 pier cent, with credits extended 
on inputs. Normally, to replace an excise 
levy ai a given rate with no credit for tax 
borne on inputs by an equi-revenue VAT 
with credit on inputs, the latter has to be 
at a suitably higher rate. Has the commit 
tee demonstrated how its phased reform 
of excise taxation will be possible to im¬ 
plement without much damage to the cen¬ 
tre’s revenue collections? This is a ques¬ 
tion that is bound to cause the finance 
minister sleepless nights, for excise col¬ 
lections account for 40 per cent of the 
gross tax revenue of the centre. Let us not 
forget that the whole thrust of the Chelliah 
Committee’s recommendations has been 
to reduce the tax rates, be they of income 
tax, corporate tax, customs or excise 
duties. Of course, the finance ministei 
has, as he affirmed in the course of his 
budget speech this year, supreme faith 
that “lower tax rates will lead to better 
tax compliance” and might still decide to 
accept the reform of excise taxation on 
the lines mooted by the Chelliah Commit¬ 
tee. This lime, however, he will have to 
assure also the state finance ministers that 
.not only will there be no decline in their 
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share in real terms but also that their 
share of excise revenue grows annually at 
least at a rate commensurate with that 
attained in the recent past. 

CENTRE-STATE FINANCES 

Finance Commission's 
Task 

THE initiative of the Tenth Finance Com¬ 
mission in convening a meeting of the 
states right at the very start of its work 
should be welcomed. It should have given 
the commission a clear idea of the states’ 
thinking on the various issues involved in 
the matter of the sharing of financial 
resources between the centre and the states 
and enable it to take note of such thinking 
in the formulation of its approach to all 
those issues. 

That having been said, it is appropriate 
to raise some questions about the sort of 
thinking that seems already to inform the 
commission, if one goes by the remarks 
and observations attributed to the com¬ 
mission’s chairman, K C Pant. In fact, one 
will be justified in coming to the conclu¬ 
sion that certain major judgments have 
already been formed in the commission 
and that the claim to keeping an open 
mind may not be quite warranted. Pant’s 
statement that a third of the government’s 
fiscal deficit is on account of the states 
and that therefore both the centre and the 
states have to work together in reducing 
the deficit cannot stand close scrutiny. It 
is based on a very superficial reading of 
the present situation, as the commission 
will come to realise once it examines the 
relative position of the centre and the 
states in regard to the revenues they raise 
and the expenditures they incur. 

First and foremost, however, let us be 
clear about what we mean by the term 
‘fiscal deficit’ and how it applies in the 
context of the states. The fiscal deficit is 
nothing but the other name for net govern¬ 
ment borrowing, regardless of the type of 
borrowing—borrowing from the public, 
borrowing from the banks or borrowing 
from the central bank, i e, the Reserve 
Bank of India. It thus makes no distinc¬ 
tion between pure deficit financing in the 
sense of extension of credit to government 
by the RBI and funds raised by the 
government through banks and financial 
institutions or between the latter and 
funds raised under various small saving 
schemes. When the central finance minis¬ 
ter withdrew most of the incentives of¬ 
fered on small savings of various types, 
it was not because small savings are no 
longer desirable in themselves but because 
for him funds raised through small savings 
are no different from borrowing in the 
market} or straight from the RBI, given 
his preoccupation with the fiscal deficit. 


As for the states, more than three-fourths 
of what they borrow is from the centre. 
That is because over the years the cehtre 
has chosen to effect resource-transfers to 
the states more and more as loans rather 
than as grants and this is particularly the 
case with regard to non-statutory trans¬ 
fers, transfers which account for more 
than 60 per cent of the total. As for 
market borrowing or borrowing from in¬ 
stitutions, it follows the pattern and 
magnitude, even state-wise allocation, as 
decided by the centre. Pure deficit finan¬ 
cing is something that is now outside the 
states’ purview, thanks to the strict 
observance of overdraft limits. So when 
K C Pant speaks of the contribution of 
the states to the overall fiscal deficit, he 
cannot overlook that what on the surface 
looks like borrowing by the states of their 
own volition is what follows the pattern 
of resource-transfer set by the centre. In 
fact, this is dearly brought out in the 
reports of successive finance commissions 
to whom a relerencc on the states’ debt 
problem has now become almost a routine 
matter. Even the Tenth Finance Commis¬ 
sion will have to grapple with this matter. 

Now that K C Pant and his Colleagues 
have a better idea of the states’ thinking 
on the issues involved in the tasks assigned 
to the present Finance Commission, and 
if they really want to break new ground 
which will enable the finances of the states 
to be freed from the shackles of the system 
that has evolved over the years, quite con¬ 
trary to what the Constitution had stipu¬ 
lated, it is absolutely important that the 
commission should not feel constrained 
by the guidelines the centre has chosen to 
lay down for it but take its mandate 
straight from the Constitution itself. Then 
the commission will not have to concern 
itself with whether the states should 
reduce their borrowing but will be able to 
concentrate on how the statis can come 
to have the necessary wherewithal to meet 
the various developmental functions the 
Constitution assigns them. 

THE LAW 

Selective Justice 

SOME judges appear to be extremely sen¬ 
sitive to the rights of certain categories of 
accused persons. A division bench of the 
Delhi High Court, headed by its chief 
justice, recently quashed the CBl’s FIR 
against Win Chadha, former Bofors agent 
in India, and the letters rogatory sent by 
the special judge to his Swiss counterpart. 
Last year, another judge of the same high 
court (now retired) took up the cause of 
the same gentleman and issued suo motu 
notice on the union government and the 
CBI asking why the FIR and the letters 
rogatory pertaining to his case should not 
be quashed. # 
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• While quashingihe CBIs FIR and the 
tetters rogatory, the chief justice and his 
colleague in their recent judgment com¬ 
plained that the petitioner. Win Chadha, 
who filed a writ petition challenging the 
FIR hrt the tetters rogatory, was not given 
any opportunity to defend himself, and 
drew attention to Article 21 of the Con¬ 
stitution under which the accused has a 
right that ensures that the investigation is 
carried on in accordance with not only the 
procedure established by law but also the 
touchstone of reasonableness and fairness. 

Admirable sentiments! One wishes the 
judges display a similar sensitivity and 
interpret Article 21 in the same manner 
when it comes to dealing with the cases 
of thousands who are languishing in jails 
without trial, having been accused of Nax- 
alite activities (in Andhra Pradesh) or ter¬ 
rorism (in Punjab, Kashmir and the north¬ 
eastern state;). But while their writ peti¬ 
tions are either rejected straightaway, or 
kept pending for years together, Win 
Chadha’s writ petition gets prime atten¬ 
tion in the courts, in fact, when earlier an 
advocate appealed to the Delhi High 
Court to quash the FIR in order to main¬ 
tain “the dignity, prestige and fair name 
of the country”, the.judge hurried to hear 
the petition every day on a priority basis, 
leaving aside all his pending work. On the 
last day of his service, he came up with 
his judgment accusing the CB1 of illegali¬ 
ty in handling the Bofors investigation. In 
his suo motu notice to the CBI and the 
union government, he observed that the 
Bofors case was “biased and influenced 
by outside agencies" and that “no offence 
was made out in the FIR”. 

We need not comment on the judgment 
of the honourable judge: The comments 
of the Supreme Court on August 28 this 
year on Justice Chaw la’s judgment should 
be illuminating enough. The Supreme 
Court division bench pulled up Justice 
Chawla stating: “It shocks our judicial 
conscience that Mr Justice Chawla, before 
whom no aggrieved or affected party had 
come challenging the FIR, has taken suo 
motu action and recorded such a cate¬ 
gorical assertion that ‘no offence*... is 
made out in the FIR.” 

But the apex court’s judgment seems to 
have had no effect on the Delhi High 
Court. Its division bench headed by the 
chief justice in its latest judgment 
quashing the FIR against Chadha, 
repeated the same argument that the FIR 
on the face of it did not disclose any of¬ 
fence against anyone: Incidentally, the 
latest judgment was delivered just one day 
before the Geneva cantonal court was to 
annou nce it s decision regarding the Indian 
investigators' right of access to the secret 
bonk accounts into which Bofors paid the 
kickbacks. As a result of the Delhi High 
Court; judgment,.the Geneva cantonal 


court quite promptly decided to defer the 
announcement of its decision. 

The extraordinary inclination to bend 
over backwards to acquit a rather dubious 
character with obvious links in the power 
hierarchy might strike one as intriguing, 
but at the same time the CBI as the in¬ 
vestigating agency also seems to have 
dragged its feet in pursuing the case. 
Although it had, inter alia, accused cer¬ 
tain public servants of the union ministry 
of defence of bribery and corruption, in 
the FIR itself there is no mention of the 
name of any public servant. One wonders 
why even after more than one and a half 
years, the CBI could not muster evidence 
to name them. This lapse provided the 
Delhi High Court with the ground to 
quash the FIR. Was the lapse deliberate? 
Are there people in the CBI who might 
be working in tandem with powerful 
forces who are eager to hush up the 
Bofors scandal? Such misgivings are 
bound to be voiced in view of the un¬ 
savoury developments within the CBI. It 
is not very long ago that the dubious 
business links of its one-time director, 
Mohan Katre’s family were exposed. 
Judicial prejudice has found an ally in the 
botched job done by the CBI—both likely 
to further defer any decision on a case that 
is sought to be swept under the mat by 
politicians and arms dealers both in India 
and Sweden, with the help of Swiss 
bankers. 


SPACE PROGRAMME 

Flights of Fancy 

AFTER the successful launch of ASLV, 
IN SAT-2 A and Prithvi missile, our scien¬ 
tists. defence and space scientists in parti¬ 
cular, have every reason to feel a sense of 
achievement. In a sense, it is understan¬ 
dable if they feel euphoric and indulge in 
flights of fancy for a while. But are they 
sure they have their feet firmly on the 
ground? Doubts arise on this score when 
the Space Commission chairman, U R 
Rao, is reported as saying that by the 
mid-90s India could, and indeed would, 
undertake inter-planetary expeditions. 

Assuming that by 1994, the current 
target date, our space agency does succeed 
in launching its geosyncratic space launch 
vehicle and thereby demonstrates its capa¬ 
bility to launch satellites of the size that 
can undertake inter-planetary expeditions, 
should he be thinking in those terms at 
all is a major question that our policy¬ 
makers, if not our scientists, must face up 
to. Of course, the assumption with which 
we started is not a small one. A big ques¬ 
tion mark now attaches to the future of 
our space programme, given the problems 
that we face in regard to the import of 
cryogenic engine technology, thanks to the 
strong opposition of the MTCR club 
under the US leadership. The Russians 
have, of course, continued to profess their 
adherence to the arrangements they have 


SAMEEKSHA TRUST BOOKS 

Selections of Articles from Economic and Political Weekly 
General Editor: Asbok Mitra 

Just Released 

Pauperising Agriculture 

Studies in Agrarian Change and 
Demographic Structure 
by N Krishnaji 

Contents : 

Wages of Agricultural Labour— Wheat Price Movements—Interregional 
Disparities in Per Capita Production and Productivity of Foodgnins— 
Agricultural Price Policy and Indian Foodgrain Economy — Demand Con¬ 
straint: Role of Foodgrain Prices and Income Inequality— Agrarian Relations 
and Left Movement in Kerala—Poverty and Fertility. Theory and Evidence- 
Agrarian Structure and Family Formation—Family St/e, levels of Living and 
Differential Mortality: Some Paradoxes—Poverty and Sex Ratio l)jta and 
Speculations— ijnd and Labour: Demographic Factor—Population and 
Agricultural Growth: interregional Variations 

pp viii + 259 Rs 2-10 

I 

Available from 

OXFORD UNIVERSITY PRESS 
Bombay Delhi Calcutta Madras 


Economic and Political Wspk|y August 29, 1992 


1825 




entered into with us on the subject. But 
doubts about their ability to stand by their 
commitments in the face of the pressures 
being put on them will remain until the 
technology is actually with us. 

The question however is whether even 
in a most hopeful scenario, namely of the 
timely, successful execution of the space 
programme as currently envisaged, should 
we at all be thinking in terms of inter¬ 
planetary expeditions? Already, close to 
Rs 600 crore have been allocated to the 
space programme and the figure does not 
cover what is being spent separately by the 
Defence Research and Development 
Organisation (DRDO). Even as things 
stand, the annual allocation for the 
space programme will possibly mount to 
Rs 1,000 crore by the mid-90s. How much 
more will the inter planetary ambitions of 
our space scientists entail? Whatever the 
amount, and it will doubtless be substan¬ 
tial, it will have to be provided at the cost 
of essential economic and social program¬ 
mes and projects. Has not the axe already 
been falling on development expenditure? 
During 1991-92, the allocation for Jawahar 
Rojgar Yojna suffered the maximum cut, 
not the allocation for the space pro¬ 
gramme or for defence and internal 
security. And this despite all the crocodile 
tears shed day in and day out by the prime 
minister and his ministerial colleagues for 
the upliftment of the downtrodden. 

So while the budgetary exercises of the 
finance ministry will go on accommo¬ 
dating the fanciful flights of imagination 
of our scientific establishment, particular¬ 
ly if they can contrive a defence angle to 
them, development programmes will bear 
the brunt of the attempts to reduce the 
fiscal deficit to fulfil the government’s 
commitment to the IMF and World Bank. 
Is there no way of reining in these 
scientists? 

WEST ASIA 

Form and Substance 

AFTER the installation of the Labour 
Party-led Yitzhak Rabin government in 
Israel there has been no dearth of op¬ 
timistic prognostications on the peace 
talks under way between Israel and Syria, 
Jordan and Palestinian representatives, 
supervised by the Bush administration. It 
is nevertheless necessary to recognise the 
difficulties that stand in the way of an 
early breakthrough in line with UN 
resolution 242 calling for exchange of land 
for peace. Much of the euphoria may be 
misplaced since all that has been visible 
so far is a mild shift in Israel’s stance that 
gives the impression of a major change 
only in comparison with the hard line 
under the former Likud administration. 

What creates obstacles ate the compul¬ 



sions of domestic politics that each of the 
parties has to face up to. Soon after com¬ 
ing to power, the Israeli government had 
announced that no new housing contracts 
in the occupied areas would be signed. 
Later the Israeli housing ministry went a 
step further and announced that the sus¬ 
pension would extend also to contracts 
that had been signed but under which 
building had not commenced. How these 
decisions are enforced remains to be seen. 
Settlers have resented the announcement 
and have decided to move the courts, 
while reports speak of the emergence of 
vigilante squads to fight the new policy. 

The Bush administration has agreed to 
defreeze the $ 10 billion loan guarantees 
to Israel without any publicly-announced 
conditionality. Thus Rabin, by extending 
a few concessions, which may or may not 
be implemented, has secured the resump¬ 
tion of US economic aid. This develop¬ 
ment will be useful to Rabin in applying 
pressure on right-wingers averse even to 
symbolic concessions. For Bush the timing 
is fortuitous. He will no doubt use the 
loan guarantee to Israel to win back 
Jewish support for his re-election. There 
is some basis, therefore, for the Palesti¬ 
nian delegates’ fear that they may be 
reduced to pawns on the American-Israeli 
political chess-board. 

The US loan guarantee to Israel has not 
gone down well with the Palestinians. 
Besides its other implications, it involves 
tacit US acceptance of Israel’s attempt 
to distinguish between ‘strategic’ and 
‘political’ settlements in the occupied 
areas. The former is defended in terms of 
the need for a civilian buffer in Jordan 
valley, Golan Heights and East Jerusalem. 
This could well be a way of continuing 
with the settlements under another guise. 

In fact there is more than just this that 
evokes scepticism. The possibilities of 
dividing Palestinian opinion are nume¬ 
rous. Israel has spoken of a ‘comprehen¬ 
sive settlement’ for the first time: This has 
included unofficial indications regarding 
the return of Golan Heights to Syria. The 
rhetoric is contradictory, for it is difficult 
to simultaneously return Golan Heights 
to Syria and continue strategic settlements 
on it. Also, it may be a way of lowering 
Syrian stakes in the Palestinian issue. 
Similarly, talk of granting limited Palesti¬ 
nian self-rule in the occupied areas may 
put the Palestinian delegation in a tight 
situation. The delegation is in close touch 
with the PLO. Acceptance of a limited 
agenda that shelves the larger Palestinian 
issue will not find favour with either 
Jordan or the Palestinians in Jordan and 
hence the PLO. On<he other hand, if the 
Palestinian delegation baulks at an agree¬ 
ment it will attract the charge of being 
recalcitrant. 


TWENTY YEARS AGO 

EPW, August 26, 1972 

Since Simla there has been much talk of 
bilateralism in IndoPak relations, especially 
on the part of India, which being much the 
more powerful country in every sense and 
also being in possession of such trumps as 
90,000 Pakistani prisoners-of-war and about 
J,000 square miles of Pakistani territory, 
naturally finds it more advantageous to have 
direct discussions and to implement their 
results without the presence of any third par¬ 
ty. This is not to say that the Sipila agree¬ 
ment had completely ruled out third panics 
from getting into the Indo-Pak act. In fact, 
that a third could enter the picture was made 
implicit in one of the clauses of the Simla 
agreement which slates: "the two countries 
are resolved to settle their differences by 
peaceful means through bilateral negotia- 
lions or by any other peaceful means mutual- 
ly agreed upon between them” (emphasis 
added)... India and Pakistan arc again in¬ 
volved in nit-picking bargaining, this time 
in New Delhi. 

The main issue in Delhi appears io be 
about whether UN observers should or 
should not once again be involved in keep¬ 
ing the peace between Indian and Pakistani 
forces in Kashmir. Bhutto, sensing that opi¬ 
nion at home may not take too kindly to the 
Kashmir issue being removed from the-world 
arena, is keen to reinstate a UN presence. 
Equally evidently. Indira Gandhi cannot just 
give back Pakistani territory (and later, 
perhaps, the POWs) without being able lo 
show to domestic opinion that the Kashmir 
issue has now more or less been buried with 
the quiet consent of Pakistan and is no 
longer of any concern to the UN. The two 
positions are by no means irreconcilable and 
the diplomats meeting in Delhi may well find 
some clever formula within the next few days 
which would satisfy both sides for the time 
being. But it is unrealistic for India or 
Pakistan even to pretend that external fac¬ 
tors do not affect their relations. 

* W * 

Jayati Mitra writes: 

Nixon, by proposing (hat Congress 
legislate a one-year moratorium on busing 
has dearly sought to win the electoral sup¬ 
port of many ‘middle’, white voters who do 
not wish their children lo be transported dai¬ 
ly to ‘unacceptable' areas... The busing of 
children from one neighbourhood to schools 
in another had, till recently been generally 
accepted in the US... The Earl Vkbrren ma¬ 
jority judgment of the Supreme Court, eigh¬ 
teen years ago declared (hat “separate educa¬ 
tional facilities are inherently unequal” and 
busing was acoepted as an unavoidable 
(though imperfect) tool for achieving school 
desegregation. Even the present Supreme 
Court explicitly approved busing as a tool 
of integration though it did not presume to 
auv "fixed mathematical norms” 
of racial balance It was this decision, 
however that unleashed public discontent. 
Busing was always approved as a means of 
“upgrading education". But many while 
parents now see the court decisions as order¬ 
ing children from ‘‘good neighbourhoods” 
to ride to schools in the "bad" ones. Inter¬ 
preters of US constitutional law anticipate 
a first class dispute over the constitutionality 
of the proposed moratorium on busing. 




THE MARKETS 


Rally Likely to be Extended 


D P Sharma 

THE stock market scene has undergone 
a profound change over the past few 
weeks. The market which presented a pic¬ 
ture of unrelieved gloom seeking new lows 
week after week till the end of the first 
week of August has staged an impressive 
recovery. From a low of 2529.6 on August 
6 the BSE sensitive index rose to a high 
of 3053.1 on August 24 and the National 
index moved up from 1152.1 to 1345.2. In 
a matter of just II trading sessions, the 
sensitive indoc registered a rise of 20.7 per 
cent, retracing 26 per cent of the decline 
from its all-time high of 4546.3 (April 2). 
The national index rose by 16.8 per cent, 
retracing 21.7 per cent of the preceding 
fall. (For details see the accompanying 
table.) 

It is worth noting that the current rally 
has carried the BSE indices back to the 
levels where they stood at the end of May. 
In other words, the market has retraced 
the entire decline since the beginning of 
June till August 6. If the extent of recoup¬ 
ment of ground lost during the fall from 
the April high looks rather modest it is 
because the preceding decline had been so 
steep—the sharpest ever without any in¬ 
tervening correction. The sensational 
disclosure of the multi-crore securities 
scam alone would not have produced a 
decline of this magnitude if the disclosure 
had not occurred when the market’s 
technical position had become extremely 
vulnerable. A secondary reaction had 
indeed been long overdue. 

Iklking to a cross-section of the stock 
market community the impression one 
gathers is that while the outcome of the 
scam will certainly affect the private for¬ 
tunes of the accused, it is unlikely to have 
any significant bearing on the basic 
outlook for equities. In this context it is 
worth referring to the union finance 
minister Manmohan Singh’s observations 
the other day: “After the scam the stock ' 
market will emerge healthier—a stock 
market in which investors will have much 
greater confidence, a stock market which 
will give greater freedom to those who 
operate, at the same time a market in 
which there will be much stronger, more 
effective prudential regulation” With the 
most ticklish issue of transferability of 
‘tainted’ shares having been resolved, nor¬ 
malcy is gradually returning to the market. 

The smart rally from the early August 
lows, which holds out the prospect of 
being extended further before it takes any 
sigmlkant pause, is capable of widely dif¬ 


fering interpretations. Those who think 
that the bull market has run its full course 
and the primary upward trend has got 
reversed regard the rally as a correction 
of the preceding decline, implying thereby 
that once the rally peters out the market 
will resume its downward course and 
pierce through its previous lows. Those 
who maintain that the primary upward 
trend is fully intact will interpret the 
current rally as marking the resumption 
of the upward trend after a big painful 
correction. Even the most experienced 
technical analysts will be hard put to find 
a convincing explanation for the reversal 
of the primary uptrend. The fall from the 
April highs, staggering no doubt, is 
nothing more than a big correction of the 
preceding spectacular rise which has no 
parallel. 

While there are good reasons to take an 
optimistic view of the basic outlook for 
equities, it is only when the current rally 
peters out and the subsequent correction 
fails to carry the market below its previous 
low that one could say with reasonable 
certainty that the market is again firmly 
set on its upward journey. Odds, however, 
overwhelmingly favour the rally marking 
the beginning of a fresh major bull phase. 
How the trend will unfold itself is difficult 
to predict. 

In view of the staggering fall from the 
April all-time high, technical considera¬ 
tions alone favoured a rally. That apart, 
several factors have contributed to the 
dramatic turn of the tide focusing the 
market's attention once again on the 
underlying trend in equity prices. Despite 
the fact that most of the key industries. 


BSE indices 
Sensitive 

4546.3 

2529.6 

National 

2049.0 

1152 t 

Financial Express indices 


Bombay 

3801.6 

2257 3 

All-India 
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1884.8 

Economic Times indices 


Bombay 

2199.1 

1304 

Calcutta 

1524.7 

944.9 

Delhi 

1154.3 

626.3 

Madras 

2504.9 

1575.2 

Ahmedabad 

1222.1 

563.4 

All-India 

1806.8 

1100.8 


including infrastructure industries, did not 
perform well, industrial production dur¬ 
ing Aprii-May has registered, a growth of 
4.1 per cent over the same period last year. 
And despite recessionary trends in certain 
areas, corporate performance during 
the six months ended June 1992 com¬ 
pares very favourably with that in the 
same period last year. According to an 
Economic Times study of 32 companies 
which have declared their results, sales are 
up by 21.9 per cent, operating profit by 
27 per cent, gross profit by 24.4 per cent 
and net profit by 24.9 per cent. 

The highly satisfactory progress of the 
south-west monsoon after about the end 
of July has radically transformed the 
agricultural prospect, completely dis¬ 
pelling the earlier despondency surroun¬ 
ding the kharif crops owing to the late and 
indifferent start of the monsoon. The par¬ 
tial decontrol of fertilisers prices can be 
taken as an indication of the government’s 
firm commitment to the liberalisation 
process. The market now hopefully looks 
forward to an early announcement of a 
pragmatic drug policy. The finance minis¬ 
ter’s reported statement that the current 
high interest rates were acting as a damper 
on investments has raised hopes of early 
reduction in the prime lending rates, 
especially because of the noticeable 
decline in inflation to around 8.3 per cent 
on a point-to-point basis. Market senti¬ 
ment has been buoyed up in nb small 
measure by the Chelliah tax reform com¬ 
mittee’s report recommending lowering of 
corporate tax on domestic companies 
from the present 51.7 per cent to 40 per 
cent in two steps Reports hinting at early 
announcement of full convertibility of the 
rupee have also aided trading sentiment 
as this will considerably benefit export- 
oriented units. 
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Table Movements in Equity Price Indii es 


April High August Subsequent Percentage Percentage Percentage 

Low Rally t-alt from Rise Irom Retraction 

April High Low to ol the Fall 
to low Rally High from April 
High 



The finance minister stated at a seminar 
on the Indian economy organised this 
week by the Confederation of Indian in¬ 
dustry that within two years inflation will 
fall below 3 per cent and interest rates 
would plummet commensuratcly which 
would lead to a new wave of investment, 
modernisation and industrial growth. This 
should serve as sufficient bullish fuel to 
carry the stock market in due course well 
beyond its previous highs. Whether the 
finance minister’s expectation will be 
realised only time can tell. 

In his zeal to safeguard the interests of 
investors, SEBI chief Ramakrishna keeps 
toying with novel ideas, such as his sug¬ 
gestion for the formation of stock 
exchanges by independent bodies of pro¬ 
fessionals which do not have any trading 
interest on the ground that such a body 
would be more impartial in administering 


Jairaj Kapariia 

UNIT TRUST Of INDIA'S chairman, 
S A Dave, believes that liquidity in the 
secondary market will get increased with 
the second round of divestment of public 
sector undei takings’ investments. So that 
the supply of scrips stands augmented on 
the stock exchanges, he would like invest¬ 
ment and development institutions not to 
hold on to a laige chunk ol the PSUs’ 
equity as they are divested by the govern¬ 
ment like they have been prone to do in 
the case of the equity shares ol private sec¬ 
tor companies. Evidently, the IJ11 chair¬ 
man expects the second stage divestment 
to be similar to the first round, that is. to 
be made in favour of the institutions If 
such were not to be the case, and if the 
divestment was to be made directly to the 
public, he foresees the UTI playing the 
role of underwriters to the issues. 

Dave offered these observations on 
PSUs' disinvestment and liquidity in the 
secondary market while speaking at the 
Bharat Chamber of Commerce in Calcutta 
on August 25. What he said deserves con¬ 
sideration as he was speaking as chairman 
of a large investment making institution 
in both the primary and secondary 
markets. 

It is commonly expected that the second 
stage divestment of PSUs’ investments will 
be to the public directly. When Dave said 
in that case the UT1 could be playing the 
role of underwriter, he obviously had in 
mind the UTI absorbing the stocks. If 
divestment was not in favour of the 

l*2S 


the stock exchange than a group of pro¬ 
moters who are also broker-aspirants. 
Similarly, he is reported to have asked 
merchant bankers to guarantee that com¬ 
panies to which they are acting as lead 
managers complete their projects on 
schedule. Now, how can a merchant 
banker or any other financial inter¬ 
mediary offer such a guarantee? 

While few will question ihe need for 
strengthening the organisational and 
regulatory framework for the healthy 
functioning of the stock/capna! market, 
the way some of the reading banks, Indian 
and foreign, have flouted the RBI guide¬ 
lines should serve as an abject lesson for 
SEBI. Mere formulation of guidelines will 
not do. Enforcement of the lequisiie 
discipline at various levels raises many 
subtle complex issues defying easy 
solutions. 


institutions as in the first round, the UTI 
will be claiming the shares as an under¬ 
writer to the issues. Nothing wrong in this. 
After all, Dave as chairman must have the 
UTl’s interest in mind. But the first round 
of divestment which was made to the 
institutions wholly attracted much flak 
subsequently and particularly after the 
securities scam came to light. On the other 
hand, PSU divestment was meant to be 
to the public in order to enlarge share¬ 
holding by the public, if not to privatise 
the PSUs. If in the second stage divest¬ 
ment also the institutions, which are also 
in the public sector, are to have their fill, 
the purpose of enlarging public share¬ 
holding will not be served. 

It is to meet this objection perhaps that 
Dave has suggested that the institutions 
should not hold on for long to shares ac¬ 
quired on PSUs’ divestment. But one can¬ 
not miss the suggestion of the institutions 
making a profit in the bargain. Again, 
nothing wrong here also. But why cannot 
the public itself profit directly? The 
possibility of making some profit will 
make the PSU divestment a success, which 
will not be the case if it is to accrue wholly 
to an intermediary. There is a lot more to 
expect out of PSU divestment. With the 
second stage, the essence of divestment, 
which is to involve the public directly, 
should rank above all other considerations. 

The same is true also in respect of 
equity shares of private sector companies. 
Why must the institutions be ’prone’ (as 


the UTI chairman observed) to hold i 
to their large investments? If they did n< 
the market would easily become me 
liquid. 

• * • 

Things are finally moving at the Arvii 
N Mafatlal group of companies, Nation 
Organic Chemical Industries (NOCI 
and Polyolefins Industries (PIL)—-in tl 
case of the former, in respect of its loi 
overdue expansion-cum-modernisatk 
and renovation plan which ;was undu 
delayed in governmenl clearances th 
took as long as six years to come, and 
the case of the latter in respect i 
expansion of capacity for high densi 
polyethylene which since the company 
drawing ethylene for production of HDP 
from NOCI I. was tied in with tl 
clearance of this company’s expansic 
plan. Proof that the plans of both con 
panics are now progressing was on han 
finally in the proposals of fresh capiti 
issues by the companies which Mafatl. 
as chairman of both disclosed at the ar 
nual general meetings of NOC1L and PII 
which were held on August 18 and 19. 

Tamilnadu Petroproducts, the thirl 
company reviewed here, which is in th 
business of linear alkyl benzene, is ais< 
expanding its capacity for production o 
LAB from 52,400 tonnes to 75,000 ton 
nes per annum. So all the three companic 
are set for further progress, though theli 
financial results for the year ended ir 
March, as shown in the table alongside 
are not commcnsurately buoyant. 

NOC1L 

Expansion, at Last 

NOCIL’s results for the latest year re 
emphasise, like those for the previous yeai 
not just the urgency but the inevitability 
of modernisation of the company’s ovei 
30-year old petrochemicals complex neai 
Bombay. The higher sales and profits haw 
not been supportive of improved finan¬ 
cial ratios and the bottom line is eroded 
by a much higher provision for tax. Th< 
company, moreover, was visited by unfore¬ 
seen flooding of its plant consequent 
upon heavy rainfall due to which opera¬ 
tions were affected for three weeks in June 
1991. There followed in March-April 1992, 
a major planned maintenance shut-down. 

Costs increased as the price of naphtha 
was hiked from Rs 4,430 per tonne to 
Rs 4,860 in July 1991, following increase 
in the price of petroleum products in the 
union budget for 1991-92 and it was rais¬ 
ed further to Rs 4,950 in January. Wfeter 
and electricity charges also went up. The 
company covered cost increases to the 
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extent possible by revising selling prices. 
But due to the flooding of the plant 
repairs and maintenance of plant and 
machinery cost much more at Rs 2,682 
lakh as against Rs 1,556 lakh in the 
previous year. Production of petro¬ 
chemicals was, however, maintained at 
2,90,989 tonnes compared to 2,90,008 ton¬ 
nes previously. But with costs working out 
more the margins were under pressure. 
Agrochemicals operations at Lote were 
comparatively satisfactory with the overall 
production exceeding the planned levels. 

Modernisation of the petrochemicals 
complex, as is proposed by the company, 
is by way of a total revamp with a substan¬ 
tial expansion of capacity. Because of the 
delays in government sanctions, it is to 
cost now an estimated amount of Rs 6,500 
crore as against the original figure of 
Rs 1,300 crore when the proposal was 
drawn up six years back. A revalidation 
of the company’s own studies on the 
economics and viability of the project is 
being made by the ICICI as a prelude to 
the company going for market funds. It 
is to make an issue of fully convertible 
debentures by the end of this year. At the 
annual general meeting, it was disclosed 


that the authorised share capital, which 
is also fully subscribed, will be increased 
from Rs 36 crore to Rs 600 crore. Royal 
Dutch Shell, the collaborators, are to keep 
their stake in the company unchanged at 
33.33 per cent for the present. 

PIL 

Rights Issue 

NOCIL’s expansion is to help PIL 
realise its proposal of a three-fold increase 
in its HDPE capacity to 1,50,000 tonnes 
per annum. PIL has fortified its position 
in respect of ethylene supplies also by lay¬ 
ing a 73.3 km pipeline from Nagothane 
to its plant on Thane-Belapur Road for 
supply of ethylene from the Maharashtra 
Gas Cracker Complex (MGCC). The 
pipeline is all but ready with only a very 
small portion awaiting completion and is 
to become operational by October. 
MGCC is ready to start supply and PIl 
will have more ethylene available and be 
able to switch on operations at the 
expanded rale of capacity. 

PIL also has other expansion proposals, 
like debottlenecking of the rubber 
chemicals and intermediates plants and 
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NOC1I. 


PIL 

TN Peiroproducts 

Financial Indicators 

March 

1992 

March 

1991 

March 

1992 

March 

1991 

March 

1992 

March 

1991 

Income/expenxs/proftts 

Net sales 

53629 

44636 

26623 

22506 

24341 

19666 

Olher income 

2937 

1785 

1219 

912 

295 

92 

Raw materials consumed 

25855 

23285 

14337 

12319 

9025 

6301 

Power and fuel 

2454 

2486 

1490 

1282 

2455 

2253 

Other manufacturing expenses 

3160 

1831 

590 

515 

1114 

1001 

Labour cost 

3533 

2583 

1974 

1595 

494 

406 

Other expenses 

11280 

7154 

10008 

9128 

4561 

1914 

Operating profits 

10253 

9083 

6330 

4861 

6725 

6688 

Interest charges 

2187 

1639 

1345 

1042 

2217 

1981 

Gross profits 

8066 

7444 

4985 

3819 

4508 

4707 

Depreciation 

1417 

1419 

977 

873 

2547 

2674 

Profits before tax 

6649 

6025 

4008 

2946 

mi 

2033 

Uix provision 

3435 

2450 

2190 

1340 

— • 


Profits afterlax 

3214 

3575 

1818 

1606 

1961 

2033 

Dividends 

1440 

1440 

869 

772 

731 

731 

Liabilines/assets 

Paid up capital 

3600 

3600 

1930 

1930 

4875 

4875 

Reserves and surplus 

14895 

13121 

7433 

6484 

3595 

2365 

Long term loans 

5433 

5832 

5242 

3395 

9553 

10887 

Short term loans 

8901 

8265 

5776 

6317 

4294 

3209 

Other liabilities 

13393 

12039 

8173 

6164 

6437 

3743 

Gross fixed assets 

26642 

25020 

18749 

16379 

24223 

22260 

Accumulated depreciation 

15922 

14583 

6297 

5356 

9100 

6553 

Inventories 

10218 

9740 

4102 

3738 

6606 

4350 

Of which finished goods 

3724 

4365 

2441 

2185 

2197 

1937 

Receivables 

2469 

2662 

3993 

3190 

2785 

2626 

Loans and advances 

16732 

14538 

6295 

4814 

2976 

1712 

Cash and bank balances 

423 

462 

742 

685 

618 

683 

Investments 

5659 

5017 

970 

841 

646 


Other assets 

— 

__ 

— 

— 

— 

— 

Total liabilities/assets 

46222 

42857 

28555 

24291 

28754 

25079 

Key financial ratios 

Turnover ratio 

1 16 

1.04 

093 

093 

0.85 

0.78 

Return on sales ft 

15.04 

16 68 

18.72 

16.97 

18.52 

23 93 

Return on investment Vs 

17.45 

17.37 

17.46 

15.73 

15.68 

18.77 

Return on equity (ft) 

9.79 

11.60 

19.42 

19.09 

0.23 

0.28 

Earning per share 

89.28 

99.32 

94.19 

83.23 

4.02 

4.17 

Dividend (ft) 

40 

40 

45 

40 

15 

15 

Book value per share (Rs) 

911.92 

856.05 

485.08 

436.93 

I7J7 

14 85 

Current market price 

2175 

— 

2400 

— 

82.30 

— 

P/E ratio 

24.36 

— 

25.48 

— 

20.52 

— 


EVA copolymers and the project for the 
manufacture of PE-Wax, which are alt in 
an advanced stage of implementation, 
besides at Akola, where it has its process¬ 
ed products division. The company is also 
setting up facilities for rubber chemicals 
and intermediates and polyacetals at 
Bharuch in Gujarat. 

The expansion in stages is to involve an 
outlay of Rs 400-500 crore. The company 
plans to make a rights issue at the close 
of this year itself, as disclosed by the 
chairman at the annual general meeting 
of PIL. As be put it, the issue will be a 
straightforward one of rights shares at a 
modest premium with a bonus element 
partly in it. 

PIL is thus in a far more advantageous 
position, although its chairman expects 
the company will have to contend in 
HDPE with a more competitive market 
with IPCL and Reliance Petrochemicals 
coming into production and the inter¬ 
national prices also sagging. The 1991-92 
results are supportive of the prospects, as 
they show increases running right through 
its finances with ihe rate of dividend to 
the shareholders also registering an 
increase. Like NOCIL, PIL carries 
CRISIL’s maximum creditworthiness 
ratings of PI + for commercial paper issue 
and FAAA for fixed deposits 

TN PETROPRODUCTS 

Quality Upgraded 

TN Petroproducts also had a plant shut¬ 
down for 60 days during April to June 
1991. That was, however, towards revamp 
activities for increasing the capacity of 
LAB from 52,400 tonnes to 75,000 ton¬ 
nes per annum. The expansion entailed a 
cost of Rs 5.17 crore. On recommission¬ 
ing the plant proved its capability to yield 
products of consistent quality equal to 
international standards. IN Petro¬ 
products is making regular export of 
LAB, the quantity shipped during 1991-92 
amounting to 5,000 tonnes as against 
7,200 tonnes for 1990-91. There was a slide 
in the prices, but this has since been 
reversed. 

The financial results were affected by 
the gloomy economic situation in Ihe 
country and because of the tight money 
market conditions. Moreover, consequent 
upon revamp of the liquid paraffin unit, 
the gap between actual requirement and 
production of liquid paraffin widened fur¬ 
ther while imports also became costlier. 
Due to higher costs and uncertainty in 
government permitting imports, the com¬ 
pany is revamping the normal paraffin 
production unit at a cost of Rs 49 crore 
to increase the capacity from 42,000 ton- 
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nes to 62,000 tonnes per annum. It is also 
expending Rs 63.72 crore for additional 
storage facilities as well as for loading and 
despatch of the increased production of 
finished products. A letter of intent was 
received during February for manu¬ 


facture of 33,000 tonnes per annum of 
caustic soda. The company has registered 
with the government for the manufacture 
of 10,000 tonnes per annum of epichloro- 
hydrin, a basic raw material for epoxy 
resin, presently being imported. It has 


invested Rs 6.46 crore in the share capital 
of SPIC Fine Chemicals, which is 
implementing a detergent project at 
Karaikat, and Rs 6.03 crore in the share 
capital of Standard Motor Products of 
India. 


IN THfc CAPITAL MARKET 


Tamilnadu Jai Bharath 
Mills 

Tamilnadu Jai Bharath Mills, piomoled 
by three group companies, Sri Kamalmga 
Mills, Shri Jayajothi and ( o and Arup- 
pukottai Shri Jayavilas, whose tumovei 
for the year ended Marsh 1992 was 
Rs 185 crore, with an expoit turnover of 
Rs 30 crore, is setting up at Malayan- 
kulam village, a notified backward area 
in Sankarankoil taluk m Ncllai katta 
bomman district of Tamil Nadu, a new 
100 per cent export oriented cotton yarn 
unit. The unit will have, in the first phase, 
an installed capacity oi 20,160 spindles 
for the manufacture of combed eoiton 
yarn of medium and coarse counts (30s 
and 20s), which will be expanded to 
25,000 spindles in the second phase. The 
major applications of these yarns will be 
in grey cloth, furnishing, bed spreads, 
etc The cost of the project has been 
estimated at Rs 2,465 lakh To part 
finance this project, the company is 
entering the capital market on September 
21 with a public issue of 60,00,000 equity 
shares of Rs 10 each ai par aggregating 
Rs 600 lakh. The remaining cost of the 
project will be taken care of by promoters 
(Rs 480 lakh), muiual funds (Rs 120 
lakh), term loan fiom 1DBI (Rs 1,200 
lakh) and unsecured loan from pro¬ 
moters (Rs 65 lakh) According to 
T R Dhinakaran, chairman and manag¬ 
ing director of the com pans, the group 
mills have earned an impeccable reputa¬ 
tion for quality and consistency of its 
products, which are well received b\ 
countries like Germany, Belgium, the 
UK, Hong Kong, Mauritius and Korea 
The company, expected to commence 
commercial production by December 
1992, is sure to give a fillip to ihe group’s 
thrust in global market. T he projected 
sales turnover for the next three years, 
based on 95 per cent capacity utilisation, 
will be Rs 2,736 lakh each year and the 
net profit Rs 477 lakh, Rs 489 lakh and 
Rs 509 lakh respectively. The shares will 
be listed at the Madras, Bombay and 
Ahmedabad stock exchanges. SBICAP 
arc the lead managers to the issue. 

Ritesli Exports 

Ritesh Exports, promoted by S S 
Agarwal and associates, is establishing 
a Rs 3.50 crore export-oriented project 
for the manufacture of 19 lakh metres 
per annum of terry towels to Rangareddy 


in Andhra Pradesh, about 16 kms from 
Secunderabad To part finance it, the 
company is entering the capital market 
on September 7 with a public issue of 
24,30,000 equity shares of Rs 10 each at 
par totalling Rs 2.43 crore. Rapier looms 
and warping machines, which constitute 
the critical items of machinery, are being 
procured from Merchcndex, UK. Com¬ 
mercial production is expected io start in 
December 1992. The shares will be listed 
on the Hyderabad and Bombay stock 
exchanges. The issue is being lead- 
managed by SBICAP. 

Videocon Narmada 
Electronics 

Videocon Narmada Electronics, 
promoted by the Videocon group and 
GNFC, is establishing an import sub¬ 
stitution project for the manufacture of 
glass shells (panels and funnels) for col¬ 
our television picture tubes and glass 
bulbs for black and white picture tubes 
with an annua) installed capacity, respec¬ 
tively, of 17 lakh and 25 lakh at a cost 
of Rs 450 crore at Bharuch, Gujarat, in 
technical collaboration with OI-NEG TV 
Products Inc, USA. The project was 
initiated by GNFC while the Videocon 
group joined in as a co-partner subse¬ 
quently. Initially, in March 1990, its cost 
was estimated by the IDBI at Rs 265.20 
crore. The cost now has amounted to 
Rs 450 crore because of cost increases 
and the rupee’s devaluation. Sand/quart/ 
as the main raw material for manufac¬ 
ture of glavs shell is available locally near 
the plant site. But other items like stron¬ 
tium carbonate and sodium antimonate 
will be imported under OGL. Fees of 
$ 5 99 million are to be paid to the col- 
laboratois for provision of technical 
know-how and basic engineering and 
besides a royalty at the rate of S 0.30 per 
piece sold The products under manufac¬ 
ture are expected to find markets abroad 
and meet the requirements of manufac¬ 
turers of TV picture tubes in the coun¬ 
try, the Videocon itself using the glass 
bulbs for captive consumption. The plant 
and machinery are to be installed by June 
1993 and commercial production is to 
commence in September next year. The 
project cost is being financed with the 
two promoters’ contribution to the share 
capital of Rs 60 crore; issue of 10 per cent 
fully convertible debentures of Rs 240 
crore, private placement of non¬ 
convertible debentures worth Rs 112.68 
crore, interest-free loans from promoter 


companies of Rs 30 crore, and foreign 
currency loans of Rs 7.32 crore A public 
issue of 1.2 crore convertible debentures 
having a face value of Rs 200 each is be¬ 
ing made and will be converted fully into 
equity shares of Rs 10 each in stages; part 
A of Rs 40 into four equity shares at par 
on the date of allotment; part B of Rs 60 
detachable warrant into two equity shares 
at Rs 30 per share on the expiry of six 
months from the date of allotment, and 
part C of the balance of Rs 100 into two 
equity shares at Rs 50 per share 18 
months from the date of allotment. The 
public issue opens on September 7 with 
ICICI, SBI Caps, Indbank, BoB and 
ENAM Financial Consultants as the lead 
managers. 

Dujodwala Paper 
Chemicals 

Dujodwala Paper Chemicals of 
Ramgopal Dujodwala and Kama! Kumar 
Dujodwala, on having started commer¬ 
cial production in March 1991, is mak¬ 
ing a public issue of 26.6 lakh equity 
shares of Rs 10 each at par, the lists for 
subscription opening on September 7 and 
PNB Caps and Times Guaranty acting 
as the lead managers to the issue. The 
company started manufacture of rosin 
emulsion size, used for sizing paper, in 
technical collaboration with Hercules 
Inc, USA, with an installed capacity of 
6,000 tonnes per annum, and has 
reported for the year ended in March 
1992, a turnover initially of Rs 82 lakh. 
It earned a net profit of Rs 19 lakh, while 
it also declared a 15 per cent dividend on 
the existing share capital of Rs 41 lakh. 
It is now diversifying into manufac¬ 
ture of synthetic resins mainly from 
resins and terpineol with an installed 
capacity of 2,000 tonnes per annum at 
Atkargaon, Maharashtra (adjacent to Ihe 
existing unit), which is a certified ‘B’ 
category backward area. (The Dujod- 
walas' flagship company Dujodwala 
Resins and Tcrpenes has a plant in opera¬ 
tion in Jammu which posted for the year 
1991 a turnover of Rs 15.53 crore.) Com¬ 
mercial production is expected next 
January and the entire unit is to become 
operational from April 1993. The cost of 
the project is appraised by SICOM at 
Rs 4.95 crore. It is to be financed with 
equity capital of Rs 4.25 crore, term loan 
from SICOM of Rs 50 lakh and subsidy 
of Rs 20 lakh. 
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Calcutta Diary 

AM 


A second floor apartment in Churchill Chambers, a run-down 
building on Merewether Road, just behind the Taj. in Bombay, 
was the abode, from the day The Economic Weekly was born and 
even earlier, of Sachin Chaudhuri, founder-editor of that journal 
as well as of its successor, the EPW The apartment encapsulated 
within its walls the history of a meaningful chapter of post¬ 
independence India. As India formally ceases to be independent, 
or ceases to be an integer, it is as well that that apartment too has 
been detached from its antecedents. 


IS it officiousness to write, from distant 
Calcutta, on what is apparently the 
trivialest of a trivial ev^nt in Bombay? 
Following a certain legal transaction, a 
second floor apartment in Churchill 
Chambers, a dilapidated run-down 
building cm Merewether Road, just behind 
the Taj, has passed out of the orbit of 
circles proximate to the Sameeksha Trust 
and the Economic and Political Weekly. 
The outside world could not care less. 
Those who pay their good money to 
subscribe to this journal may raise tiieir 
eyebrows at the seeming waste of space. 
They will be right. And yet, they will be 
wrong. 

That Churchill Chambers apartment 
was the abode, from the day The 
Economic Weekly was born and even 
earlier, of Sachin Chaudhuri, founder- 
editor of that journal as well as of its suc¬ 
cessor and standard-bearer, the EPW. The 
apartment was an open house. Guests 
trooped in, they trooped out. Some guests 
stayed for months on end. They came in 
all shades and shapes and from all con¬ 
tinents, from V S Naipaul to Joan 
Robinson, from an academic on the run 
from East Pakistan under military rule to 
a comprehensively mad Kathakali dancer 
from Santiniketan. Often there would be 
a couple of guests who were antipodal in 
their scholarly views; they hated each 
other’s guts, did not speak to each other, 
but had to share, for weeks together, the 
dingy, dark inside room in the apartment. 
Anti-Krishna Menon activists had to 
reconcile themselves to the company of 
starry-eyed fans of Menon, witlj their 
India League blazer not yet quite faded. 
Rammanohar Lohia would storm in, 
spouting anti-Nehru venom, hell hath no 
fury than that of one spurned by Indira 
Gandhi. But he too will receive his come¬ 
uppance, for the visitor overlapping with 
him would perhaps be Purushottam Das 
Tfcndon the junior. Every now and then, 
Devika Rani would drop in, or that once- 
ravishing-Elphinstone College-LSE beau¬ 
ty, Sharada Mukherjee, nee Pandit. 
Occasionally, there would be complete 


mismatches, such as between A K 
Dasgupta the economist and a now- 
long-lorgotten film star like Abhi 
Bhattacharya. An indolent Sunday mor¬ 
ning, a lissome fourth International ac¬ 
tivist would discover herself sharing a 
narrow love-seat with a foul-mouthed 
Stalinist. Central planners, including one 
or two Academicians from the Soviet 
Union, would be guests at dinner, and 
exchange banter and rudeness with 
frecmarket-lovers from God’s own coun¬ 
try. An Oskar Lange or a Michal Kalecki 
would come to discuss serious economics, 
and would spend a flirtatious bewitching 
evening in the company of Leilamani 
Naidu, the formidable Sarojim’s younger 
daughter. Slovenly artists, a down-and-out 
poet, a soccer player who was Sachin 
Chaudhun's chum in his Dhaka days and 
currently a celebrated cadger of free 
drinks and free meals, more the former 
than the latter, a covey of aspiring jour¬ 
nalists, a Sanskrit scholar from a Banaras 
chatuspathi, a patri sarkar veteran from 
Satara, or an outspoken Daniel Thorner 
absolutely unwilling to suffer any fools, 
to be duly calmed down by Alice Thorner 
the great tactician. In one corner of what 
could pass for the ante-room, a frail¬ 
looking Ph D student in anthropology, a 
bundle of nerves all over, would perhaps 
sit and watch the procession of the famous 
and the infamous pass by. Had he or she 
belonged to the discipline of economics, 
that would be a practical lesson in ‘poten 
tial indivisibility’ Allyn Young had once 
talked of, he or she would absorb an 
awesome lot from the ambience of Chur¬ 
chill Chambers. Ego would clash with ego, 
sparks would fly, there would be much 
consumption, if it were morning, of raw 
tea, and if alter sundown, of either 
native rum or Scotch whisky. The devout 
Gandhian, who had called on Sachin 
Chaudhuri because he was bowled over by 
one of The Economic Weekly editorials, 
would suffer in silence; he would spend 
the rest of the week wondering whether 
Euclid was not wrong, whether parallel 
lines do not indeed meet. A bright young 


economics lecturer from a mofussU 
college, or a junior officer in the Planning 
Commission, while on a visit to Bombay, 
would find his way to the second floor of 
Churchill Chambers; he had sent a 
clumsy, rather confused manuscript to 
The Economic Weekly, the editor however 
look immense pains to transform it into 
something reasonably presentable; it must 
have involved solid eight to ten hours of 
hard work on his part; but perhaps he had 
discovered buried in the third paragraph 
of page nineteen of that manuscript a 
modest little point which made sense. The 
young man did not dare to use the lift; he 
had taken the stairs, walked all.the way 
up and pressed the doorbell. The recep¬ 
tion he received overwhelmed him; he 
would immediately come to the feeling 
that it was taken as axiomatic that he 
belonged. And talking of that lift, there 
was an occasion when Sachin Chaudhuri 
and Devika Rani were stuck in that ram¬ 
shackle contraption, which suddenly slop¬ 
ped working, for a full twenty-five 
minutes; only the two of them in the lift, 
and the wretched editor, who, during one 
of his several incarnations, had been 
general manager, no less, of Bombay 
Talkies, no less, did not still address one 
word of either endearment or assurance 
to the lady who was the established 
number one film personality in the coun¬ 
try; he kept jabbering away on some 
obscure footnote in Gunnar Myrdal’s The 
American Dilemma. 

Of course the Myrdals, Gunnar and 
Alva, had come, several times, for a meal 
at Churchill Chambers. So too came, a 
decade later, the prodigal son, Jan. In the 
olden days, a frequent visitor would be 
the scholar extraordinary from l.ucknow, 
D P Mukerji, lhe one who wrote the 
editorial for The Economic Weekly's in¬ 
augural issue in 1949, ’Light without 
Heat’. That apartment in Churchill 
Chambers would of course radiate light, 
and not just from the ends of umpteen 
burnt-away cigarettes Even so, heal did 
not actually play truant. It could not. For, 
for example, a Ihen-still-young shipping 
tycoon, a devout tree maiket-wallah, was 
a frequent dropper-in, but so was his wife 
who happened to be the daughter of 
Keshav Dev Malaviya, the union minister, 
at that time vastly enjoying himself in the 
act of cocking a snook at the Americans 
and the World Bank and appropriating 
for the State the burgeoning oil sector. To 
make the non-circle complete, the other 
dinner guests would presumably be a top 
official from the W'orld Bank—and the 
Zinkin.s, lhe husband formerly with the 
Indian C ivil Seivice and at the moment 
with a multinational company, and the 
wife, a tiny tough emigre from central 
Europe, the India correspondent of The 
Guardian. Or imagine the situation when 
a Shanti Sadiq Ali, divided between her 
concerns for Africa and for her husband’s 
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political f'.’ture, a genuine hater of 
communists, and, more so, of crypto¬ 
communists, would be pouring her heart 
out to Sachin Chaudhuri; the telephone 
would suddenly ring, and who it would 
be at the other end except Aruna Asaf Ali. 
At the Churchill Chambers apartment, 
none would be allowed to get away by pro¬ 
nouncing an obiter dictum, or what 
looked like one; battle would be joined, 
and no quarters would be given by x to 
y, or by y to x. Roars of laughter would 
follow roars of indignation. I he only ex 
ception would be when P C Mahalanobix 
would come to dinner: when the Professor 
talked, it was a monologue, even if twen¬ 
ty other persons were crowding the sitting 
room. No interruption or intervention is 
permissible when the oracle speaks: even 
Sachin Chaudhuri would be on his best 
behaviour; only when a subtle, sophisti¬ 
cated point had been made, and ap¬ 
preciated in full, the Professor would 
glare, with a twitch of a smile on his face, 
and the editor would bicak into what was 
a cross between a cackle and a guffaw. 
That guffaw would carry itself all the way 
toward the general direction of the 
Gateway of India. 

There would be other occasions of 
merry-making as well. For example, when, 
Lai Bahadur Shastri, at the suggestion of 
Atulya Ghosh, made Sachin Chaudhuri 
the Calcutta barrister the finance minister 
of the country, the congratulatory tele¬ 
grams and telephones were overwhelmingly 
directed at the Churchill Chambers ad¬ 
dress. Or therp would he jubilation when 
the nonagerian C Rajagopalachariar 
would drop a note praising an outspoken 
editorial comment on '.he state of civil 
liberties in the country. 

In that apartment, apart from house 
guests whose heterogeneity of background 
and length of stay were both equally in¬ 
determinate, there were books, heaps of 
them, strewn all over, books on literature, 
history, mathematics and science, astro¬ 
nomy, economics, sociology, philology, 
philosophy, psychology, Sanskrit and Pali 
classics, biographies of holy men and of 
vamps like Mae West. And books on art 
and sculpture, not just of the coffee table 
variety. Food would be a-plenty, although 
the hours of meals would be somewhat 
chaotic, and the quality of the fare would 
vary from day to day. The Economic 
Weekly was habituated to lead a dicey 
existence, and the founder-editor's cash 
balances were altogether unpredictable. It 
used to happen on countless number of 
days that, at one cornet of the living 
room, someone, passing through town 
and innocently dropping in on Churchill 
Chambers, had been blackmailed into 
writing the main editorial for the week’s 
issue of the journal and was desperately 
trying to pul into shape a few coherent 
paragraphs; at another coiner, the editor 
vyas trying to coax some short-term 


accommodation from a second visitor, so 
that the one writing the editorial could be 
taken out to a sumptuous luncheon. 

It was, to wit, a combination of salon 
and hostelry and tavern and academia. 
The Economic Weekly was unique in one 
particular respect: it tried to combine 
serious scholarly work with humdrum 
journalism, to bring econometrics and 
political lampooning and village studies 
and international relations together; there 
were issues of the Weekly which contained 
even cartoons and nonsense rhymes. The 
Churchill Chambers apartment was 
equally unique. It was a madhouse, but 
there was an organised method in the 
madness. No visitor went without a meal 
or without a bed. And let us skip the 
theme of intellectual stimulation; pom¬ 
posity did not go with what came to be 
known as the Churchill Chambers milieu. 

Sachin Chaudhuri, to be candid, did 
not manage the apartment, it ran on its 
own inertia. One of his brothers, Hiten, 
would do some quiet ministrations. The 
two nephews who stayed with him, Arup 
and Swarup—Khokan and Chhottu to 
near and dear ohes—reached their 
adulthood in this apartment. They 
sheltered the uncle from committing too 
many indiscretions. They took care of the 
overbearingness of some ofjhe more try¬ 
ing guests. They contributed to that air of 
domesticity which made the apartment 
more than a caravanserai. That apartment 
was, deservedly, the talk of the town in 
Bombay. It was the talk of the town of 
Nehruvian India too. 


India is not a nation; it was, even to 
begin with, a compromise Now that com¬ 
promise is frayed at the ends, and just 
anything can happen to it. But at least 
while that compromise was taken serious¬ 
ly, the emphasis was on accommodating 
one another’s point of view! That un¬ 
civilised breed, the management experts, 
has misappropriated what was once a very 
civilised expression, interface, and 
rendered it vulgar. India during those in¬ 
termediate decades of the century was an 
exercise in the endeavour jo evolve a 
sophisticated interface between conflicting 
views and ideologies. The Economic 
Weekly was a spin-off of that exercise. 
So too was that apartment in Churchill 
Chambers. 

Sachin Chaudhuri has been dead for 
more than twenty-five years, but the 
apartment, on which the brothers Arup 
and Swarup had a leasehold, was still 
open house for the Sameeksha Trust and 
the EPW family, with chock-full of 
memories of Sachin Chaudhuri in all its 
rooms. Now, within a spell of a brief four 
months, the brothers too are both 
gone, and that apartment in Qiurchill 
Chambers has reverted to its legal owners. 
The apartment encapsulated within its 
walls the history of a meaningful chapter 
of post-independence India. Perhaps there 
is a bit of poetic justice here. As India for¬ 
mally ceases to be independent, or ceases 
to be an integer, it is as well that that 
apartment too is detached from its 
antecedents. 
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Down Memory Lane 
A Vietnam Vignette 

A run Ghosh 

Why is it that the memory of a Vietnam visit nearly 15 years ago 
keeps coming back today? The reason is simple. No country, no 
nation, no individual can hope to rise without a spirit of self- 
reliance and self-respect. But suddenly we in India have started 
losing our self-respect and have decided that our salvation lies in 
being bailed out by foreign capital, foreign technology, foreign 
knoyf-how, foreign enterprise. 


\ THERE would hardly be an informed 
L Indian who has not been enthralled by the 
saga of Vietnam's struggle against, and 
victory over, the armed might of the US, 
the latter using every trick known to man, 
down to napalm bombing and chemical 
warfare, during the second half of the 60s 
and the early 70s. There have been few 
i parallels to the indomitable spirit of man 
as evinced by a small nation defying the 
military machine of the greatest power on 
earth. 

It is a rare good fortune that I got an 
opportunity to visit the country soon after 
it emerged from its long struggle, battered 
physically, its economy dealt a crippling 
blow, but its indomitable spirit preparing 
itself for the long haul on the road to 
reconstruction. And a really long haul it 
has proved to be, for, unlike Japan and 
Germany after the Second World War, the 
west did not come forward with a massive 
dollop of assistance to rebuild the 
Vietnam economy which first France and 
then the US had destroyed. And to cap 
it all, soon after the desperately hurried 
US withdrawal from Saigon, the Chinese 
smarted a war of attrition of their own on 
the northern borders of Vietnam, with a 
view to establishing and consolidating the 
Pol Pot regime in Cambodia (then renam¬ 
ed Kampuchea). Fortunately, at this junc¬ 
ture in Vietnam’s history, the USSR came 
forward with military assistance to help 
it to fight on two fronts. This doubtless 
helped Vietnam to push the Chinese back, 
but that was the limit of USSR assistance. 
Strangely, with Pol Pot’s defeat, Vietnam 
was treated as a pariah by the west, despite 
world-wide horror at the massacre of close 
to a million peaceful Cambodians—there 
. are few more peaceful people on the 
earth—by the Pol Pot regime It was left 
to Vietnam to take stock of the devastated 
economy and to start thinking of re¬ 
building it, unaided, alone, boycotted by 
• »• $ 


both the western countries and by China 
and Japan in the east. 

This was the scenario in the late 70s 
when the then Janata government in India 
decided, in 1978, to send a delegation to 
Vietnam with a view to establishing 
solidarity with that country and extending 
such friendly assistance that India—itself 
a net recipient of aid—could render to 
war-devastated Vietnam. 

A small delegation led by Samarendra 
Kundu, then minister of state of external 
affairs, with officials led by Vishnu 
Ahuja, then secretary in the same 
ministry, was chosen for a week's visit to 
Vietnam and Laos (Cambodia being ruled 
out). It was a lucky break that, for reasons 
not known to me, I was picked to join the 
small delegation. The week spent in 
Vietnam was an unforgettable experience, 
which left a deep and abiding impression 
and which has suddenly risen to the 
surface. 

There is a reason why this story has 
relevance today, but 1 will return to the 
reason later. 1 must first briefly recall my 
experiences during the visit, for regret¬ 
tably, I did not then have the habit of 
keeping either a travel diary or notes even 
as to the places visited. 

We flew into Hanoi via Hong Kong; 
and it was a very excited civil servant who 
trooped down after Samarendra Kundu 
and Vishnu Ahuja when our plane touch¬ 
ed down at Hanoi. One could see the hills 
to the west and in the north, both 
somewhat distant and somewhat aloof, 
hiding the famous Ho Chi Minh trail 
inside the forested hills. 

The airport certainly showed a battle- 
ready country, with literally hundreds of 
little fighter planes lined up at one end of 
the airport. Our plane taxied to the other 
end, near an unpretentious building 
reminiscent of our age-old (provincial) 
airport buildings before the jet age There 


was, however, the proverbial red carpet 
and a host of welcoming people. It is 
always bewildering to be introduced to a 
large number of people within the spaci 
of a few minutes whose names you can¬ 
not possibly remember—I guess one is not 
really expected to do so—and for whom 
one murmurs small pleasantries. (How 
much more efficient the Russians arc— 
or were—because for every group of three 
or four people, there was an interpreter; 
you soon knew your place and your 
counterparts.) But the warmth and the 
friendliness came out clear and strong. 
There was an empathy of genuine good¬ 
will and one felt one was among a friendly 
people. The drive from the airport to the 
city gave no clue to what was to follow 
in the coming days. Flat rice fields, a few 
workers in the paddy fields with their con¬ 
ical hats, their backs generally bare, or oc¬ 
casionally a bare shirt on their backs—it 
was the winter season—and blue shorts 
or trousers with the trouser legs rolled up. 
One did not realise that the country had 
just emerged from a long and savage war. 

That began to be apparent as one drew 
closer to the city, for one found an occa¬ 
sional building totally blasted out; the 
ruins of a few vehicles by the roadside, the 
twisted shell abandoned in a ditch or 
sometimes by the roadside. Just before 
entering Hanoi, one had to cross a bridge, 
partly restored, but its rail tracks disabled 
and still not restored. 

Hanoi is—or at least then was—a city 
of bicycles. There was little other vehicular 
traffic on the road. People either walked 
or travelled by bicycle. Villagers coming 
into the city walked barefoot—most 
people were barefoot—with a split bam¬ 
boo pole balanced on one shoulder and 
pots full of wares hung from both ends 
of the pole, much like an Indian villager 
in a gone-by era. These were the people 
who had succesfully resisted the armed 
might of the US for longer than a decade! 

Our cavalcade was the only set of four- 
wheelers on the road, scattering the bicy¬ 
cle riders (who otherwise took the entire 
width of the road as meant for them). 

We had a series of meetings, the most 
notable being with Pham Van Dong, then 
the supremo in Vietnam. The one abiding 
impression one has of Pham Van Dong— 
in fact, of all the other leaders—is that 
they were all so genteel. They spoke 
almost in whispers; but the warmth and 
the goodwill glowed from their faces, from 
their warm handshake, from the ever¬ 
present welcoming smile they had when 
they spoke. 
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How small, pitifully smalt were their 
demands as compared with their require¬ 
ments. The country was devastated; 
almost all their cattle killed. They needed 
buffaloes so that they could start 
rebuilding. They needed grain. They knew 
we were ourselves short, but they did not 
have even seeds. Whatever little we could 
spare would help them to restore their 
war-ravaged economy. They also needed 
assistance for restoring their railway 
system, and support by way of experts for 
exploration of oil and minerals. Their 
railway rolling stock and railway tracks 
had been blasted out; whatever the seg¬ 
ment of the economy, they had to start 
virtually from scratch. Once they could 
get their agricultural economy going, they 
could export rice to pay for their essen¬ 
tial imports, but at (hat juncture they were 
short of even food supplies. 

That was the stark, naked reality. 

Morning and evening, we were driven 
to the same building, a beautiful ornate 
one, for all our meetings, for the recep¬ 
tion given in our honour, for the state din¬ 
ner. They had but one such building left 
intact in the whole city. Pham Van 
Dong—and all the others—lived in 
modest apartments. There were no high- 
rise buildings, no palatial offices, no 
grand residences. 

One wandered around in the city; in the 
official store where the crafts of Vietnam 
were on sale: Their lacquer work was 
exquisite—that is the only word one has 
for the luminous quality of the beautiful 
paintings—and the models of ships and 
other artefacts made out of buffalo horns 
showed workmanship of high quality. 
Alas, no Vietnamese had the money to 
buy such stuff; only the foreigners could 
afford them, even though the prices were 
ridiculously low. They had one other 
speciality—chess sets of all sizes and 
shapes, again, the pieces made out of buf¬ 
falo horn; some of the chess sets being 
meant to be played even when on the 
move, for they could be fixed to each 
square without danger of the pieces 
tumbling down. 

The craftsmanship of the eastern 
worker, be it in India or Burma or 
Thailand or Vietnam, is superb. Alas, 
there is no proper marketing of these 
wares, and craftsmanship is a rapidly 
dying expertise: There were no such wares 
for sale in the local shops; in fact, there 
were few local shops, for there was little 
purchasing power with the local populace. 

It was a sobering experience, looking at 
the frail, thin people of Vietnam going 
about their daily chores, that this half- 
starved population dared to challenge the 


might of the US military machine, for 
longer than a decade. 

There was a war memorial, a museum, 
and little else to see in Hanoi. We flew to 
Danang, and were shown the battlements, 
the place where the US Navy reigned 
supreme once A ship hulk was lying 
askew, a little bit away from the shore, but 
there was little other evidence of the fierce 
battles that must have been fought by 
brave, scantily armed men against heavily 
fortified defences. 

Danang has an unusual setting for a 
harbour of some importance. The beach 
is narrow and short, with a fairly steep, 
almost vertical hill rising a few hundred 
metres, to a plateau. Further away, the 
hilly country indicates how the Vietnam 
warriors dared to challenge the US forces 
at Danang. 

But Danang inspires awe in the beholder 
merely because there is nothing awesome 
about Danang today; there is nothing par¬ 
ticularly different about Danang from, 
maybe, a million such locales around the 
world. But that is so everywhere. One can¬ 
not really imagine the three historic 
battles of Panipat in the fields in and 
around Panipat. Driving from Calcutta to 
Berhamporc, along NH 34, one passes by 
Palashy (or Plassey of old). If one 
wanders afield,. there is a small plaque 
telling you that the Battle of Plassey was 
fought in 1737 around here. You see 
nothing but paddy and sugarcane fields 
around—for there is a sugar mill close 
by—and you cannot imagine Robert Clive 
manoeuvring, with Mir Jafar’s treachery, 
to deal a crushing defeat on Nawab Siraj- 
ud-daula among these fields. How many 
innocent soldiers' blood has soaked 
through the soil in those fields! And so 
it is with Danang today, it has no 
resemblance to the Danang of the 
mid-70s. 

There was a pleasant excursion across 
the country to the ruins of an old palace 
and a temple—or pagoda—which is now 
a little desolate, and partly a ruin. The 
place has a long history, back to the mid¬ 
dle ages, but as 1 said earlier, I kept no 
notes, and memory fails with age. Not 
that it matters today, the history of the 
place; but somehow, we seem increasingly 
to deny past history, and that is the un¬ 
doing of a lot of social and political 
reform. In order to be lasting, reform 
needs to be rooted to the social history of 
a people: We need to change, for change 
is the law of nature: But unless we 
are looking for an explosive fission, 
change—in terms of the law of nature— 
has to be dialectical, a thesis and an an¬ 
tithesis interacting into a new synthesis, 


the synthesis becoming a thesis bringing 
forth its own antithesis, culminating in a 
new synthesis. 

From Danang, back to Hanoi. It was 
on this flight, and later, on the (light to 
Saigon—renamed Ho Chi Minh City— 
that one could see, or rather, one could 
imagine the famous Ho Chi Minh trail 
among the forested hills below. It was the 
Ho Chi Minh trail which was the lifeline 
of the Vietnam liberation fighters, the 
supply route as well as the major means 
of communication between,the guerillas, 
a (fail which the US with ail its sophisti¬ 
cated weaponry, including chemical war¬ 
fare, .could not cope with or destroy. 

The dream city of Saigon was certainly 
an enigma. It had a lot more bustle than 
the capital city of Hanoi; and since the 
Americans departed in great hurry, they 
did not destroy this beautiful city. It was 
not ravaged by warfare. The government 
simply collapsed, a few ‘collaborators’ „ 
desperately trying to get on to the last 
fleeing helicopters from the US embassy. 

Ho Chi Minh City is certainly a beauti¬ 
ful city; its wide tree-lined avenues; its 
colonial-type double-storeyed.buildings; 
its prosperous looking port area; the 
bustle around; they were all so different 
from Hanoi. Again, the traffic was mainly 
of bicycle riders, though in Ho Chi Minh 
city one encountered automotive vehicles 
and a public transport system. And there 
were also many shops and stores in Ho 
Chi Minh .City. Obviously, there still 
remained many people with purchasing 
power, even though American muni¬ 
ficence was no longer available Was it , 
trade? But Vietnam had little to trade at • 
that point of time Was it smuggling? 

Smuggling was certainly part of the 
answer. In part, the old nobility with its ] 
wealth had not been eradicated. Many had 
doubtless fled, but many had hung on, for 
there was nowhere to flee The Americans 
did not want them. The Europeans did 
not want them. The bastions of demo¬ 
cracy talk of individual liberty, of 
freedom. But there is no freedom of 
migration. The African black and the 
Asian brown are equally unwanted in the 
west. 

We went to see a cotton textile mill in 
Ho Chi Minh City, it was a small unit, 
but very neat and spick and span. None 
of the 19th century vintage equipment, 
with poor ventilation and poorer lighting, 
dirty walls and dirtier flows which are the 
common sight in Indian textile mills. J 

What else did we see in Ho Chi Minh 1 
City? Again, fading memory refuses to 1 
respond. We did visit a number of places. J 
We also drove into the neighbouring cowl- J 
tryside. We were told of the flagging M 


agriculture, of the rampant black market 
in rice (in Saigon, not in Hanoi, though), 
of the endeavours of the new regime: 
(a) to knit the north and south of the 
country together again, something 
prevented after 1954 by the Americans; 
and (b) to rehabilitate, re-educate and 
resettle the countless who earlier lived off 
the Americans, the ‘comfort girls’ being 
one of several categories of such people— 
a really daunting task, for it is difficult 
to change human beings used to a lazy, 
parasitic way of life. 

It was difficult for an outsider without 
knowledge of the local language to gain 
any real insight into the success or other¬ 
wise of what was being attempted. In fact, 
it was difficult even to assess the nature 
and extent of the problems faced. But two 
points were obvious. Saigon was different 
in character from Hanoi. Saigon had a 
gay, better-dressed look than Hanoi. But 
somehow one got the impression of a stur¬ 
dier, more robust, more patriotic group in 
Hanoi than in Saigon. Was it the veneer 
that western civilisation gives to a colonial 
capital? Possibly. Saigon looked more 
prosperous, even though the ‘boat people* 
were fleeing from Saigon to Hong Kong. 

There was a brief visit to Vientianne, 
capital of Laos, before our team returned. 
Vientianne was a total contrast to Ho Chi 
Minh City. A sleepy, village-type ‘district 
headquarters’ on the Mekong—with the 
Thailand border visible across the river— 
Vientianne had two surprises. The people 
were so soft-spoken, even more so than 
their neighbours in Hanoi, that one was 
left wondering as to how such a people 
fought off the French so successfully, yet 
retaining thrir perfect French diction, 
manners, and a special charm (combin¬ 
ing eastern hospitality and friendliness 
with French liberalism and suavity). It was 
an extremely pleasant visit, the abiding 
memory being that of genteel but warm 
welcome, a detached, polite and friendly 
intercourse; an eye-opener for Indians that 
they have so far not cultivated more 
friendly and more intimate relations with 
such friendly neighbours. 

Post-Script : The then minuter of state, 
Samaiendra Kundu, was true to his word. 
At his special request, Pham Van Dong 
visited India in 1979. A number of 
agreements were signed between Vietnam 
and India. Thie to his word, Samarendra 
Kundu sent a thousand buffaloes (by 
plane) from India. to Vietnam. Some 
wheat was also supplied—1 forget the 
quantity, perhaps it was a mere one 
million tonnes—and other forms of aid 
were promised, including technical 
•tristance through the deputation of 
: experts. 


A civil servant keeps moving; that is one 
problem with inter-country relations, for 
politicians are even more ephemeral in 
authority. Continuity is lost. Soon after 
I returned, I had to move on to another 
job in a different ministry. Vietnam 
became a memory. 

Why is it that the memory of my 
Vietnam visit keeps coming back to me 
today? The reason is simple. No country, 
no nation, no individual can hope to rise 
without a spirit of self-reliance and 
self-respect. 

Why is it that suddenly, in 1991 and 
1992, we have started losing our self- 
respect? How. is it that we have now 
decided that our salvation lies in our be¬ 
ing bailed out by foreign capital, foreign 
technology, foreign enterprise and know¬ 
how? When one considers how little we 
really need to survive, a little food, a lit¬ 
tle clothing, a shelter, and education (plus 
an ambient environment), what is it that 
we are attempting today to introduce in 
India? Is it the principle that the best 
inducements to development are self- 
aggrandisement and repression of others? 
For that, in essence, is the crux of the 
sudden turn-around in our approach and 
our very philosophy—in the matter of a 


decade—from the approach underlying 
our economic programme in the late 70s, 
to the one informing our economic: 
policies today. 

What did that great nation, the 
Vietnamese, want of a country (and a pco* 
*ple) some hundred times their size? A 
thousand buffaloes, for all their cattle had 
been killed by the Americans, and they 
needed to make a fresh start. A little seed. 
A few experts. 

What is it that this ancient country 
wants the rest of the world to do fbr us 
today? Invest in India and make us great. 
Integrate us with your economy. 

No people, no country, can earn the 
respect of others if it has no self-respect. 
We seem to have lost our self-respect. We 
wallow in inane luxuries, a few of us, 
while we deny our fellow citizens elemen¬ 
tary education, the right to employment, 
the right to lead a decent life. 

I am reminded of the heroic fight of the 
people of Vietnam over nearly three 
decades, in the first against the French 
and in the next two against the Americans. 
Perhaps we got our independence too 
cheaply. Perhaps we are yet to pay the 
price for our economic independence. 
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SECRETARY* GENERAL Remuneration 
NEW DELHI Negotiable 

World Wide Fund For Nature-- India invites ap¬ 
plications for the post of Secretary-General based at 
its headquarters at the Pirojsha Godrej National 
Conservation Center, Lodi Estate, New Delhi 

Candidates should be around 45 years of age and 
should possess a Master’s Degree in Naturald.de: 
Applied Srience(s). 

They should be experienced in environmental re¬ 
search/education/management. interaction with 
NGOs/Govt/International Agencies, programme 
design and implementation, fund-raising and spon¬ 
sorship and Institutional Management (administra¬ 
tion, finance, HRD). 


Please rush your application to Godrej Bhavan, Post 
Bag No. 10123, Bombay-400 001, suitably super¬ 
scribed, for the attention of Ms. Joan D'Souza. 
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Story of Chuni Kotal 

Mahan vela Devi • 


Chuni Kotal’s suicide has ripped the mask off the face of West 
Bengal under Left Front rule: the caste prejudice and persecution 
and the government’s callous indifference. 


CHUN! KOTAL, a girl of 27, from the 
denotified Lodha tribe, the first graduate 
woman among the Lodha Savara and 
Kheria Savara of West Bengal, hanged 
herself on August 16 at her husband’s one- 
room residence in Kharagpur, a railway 
town. Chuni becoming a graduate had 
been news. The circumstances goading her 
to despair have aroused public indignation 
and Calcutta papers were writing about 
her. The chief minister has ordered a 
judicial enquiry to ascertain the causes 
that led to her death. This was expected, 
for West Bengal is a great state for not 
seeing the naked truth. The reasons that 
led Chuni, a unique woman, to take her 
own life, are palpable ones and she 
“became a victim of sheer injustice and 
callousness of the university authorities 
and the West Bengal government” (The 
Statesman, 23-8-1992). 

I have written for this journal about the 
sorry plight of the denotified Lodha 
Savaras of \Wst Bengal more than once. 
Callousness towards the Lodhas will be 
proved from tlie fact that Chuni Kotal, the 
first H S woman Irom a ‘primitive’ tribe, 
remained unemployed till 1982. That was 
the year the last Lodha group killing took 
place and by that time I had written plenty 
about them, mostly for Bengali dailies. 
Chuni was appointed a lodha social 
worker in 1983 at Jhargram 1TDP office. 
From childhood she had starved, worked 
in the fields, had had no money to pur¬ 
chase books, yet doggedly she continued 
to study. As a social worker she cycled 
20-25 kms a day and made extensive 
surveys of the Lodha villages. In 1985 she 
graduated. In 1987 she was appointed 
superintendent of Rani Shiromoni SC and 
ST girls’ hostel at Medinipur, the district 
town. She was directly under the district 
SC and ST' welfare office. Her working 
hours were 24 hours a day and working 
days were 365. No holidays, no break. If 
she had to leave the hostel for a few hours 
or a day, she had to take prior permission 
from the office which was very unsym¬ 
pathetic to her. That she was a Lodha, a 
hated name in the district, clung to her. 
Some of the hostel staff were dead against 
her because of her tribe. On one occasion 
her ailing father came from the village and 
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had to stay in her room for one or two 
days as a hospital bed was not available. 
An officer of the district office accused 
her of entertaining men in her room. The 
same happened when her brother with a 
fractured leg came, and a niece suffering 
from food poison. The hostel staff 
reported to the office. The officer 
demanded explanations. Chuni felt suf¬ 
focated in the job. Countless times she 
had come to Calcutta to Writer’s Building 
pleading for (a) transfer to her original 
job, or (b) better working conditions. The 
department remained brutally indifferent. 

I call the SC and ST department hunters. 
Chuni was the quarry. 

Matters became worse when Chuni 
enrolled her name with the local Vidya- 
sagar University as an MA student in an¬ 
thropology. Now weird things happened. 
Falguni Chakravarty, a male professor, 
from the very first day started abusing her 
as one coming from a criminal tribe, a 
low-born, who had no ‘right’ to study 
MA. The university authorities, the head 
of the department, did nothing about it. 
This man was allowed to mark her ‘ab¬ 
sent’ though she was present for days. 
And Chuni was debarred from sitting for 
the examination for ‘irregular attendance’. 
She lost one year. The district office made 
life hell of her for ‘leaving the hostel’ and 
going to study. In West Bengal, after so 
many years of Left Front rule, the first 
woman graduate from a very backward 
tube was openly abused because of her 
low caste and birth and nothing was done 
about it. No one was ashamed. Only 
Chuni suffered. The university authorities 
too are hunters. These anthropologists, 
‘nritatva vijnani’ in Bengali, are head¬ 
hunters or ‘nrimunda shikari’ in Bengali. 
The second time Chuni sat for the exam. 
The professor gave her low marks. Thus 
she lost two years. 

In desperation she complained and 
complained and, in 1991, the education 
minister ordered an enquiry commission 
which constituted of three principals from 
.three district colleges. All through this 
man was allowed to refer to the criminal 
nature of her tribe, abuse her. The com¬ 
mission just vent to sleep. 

Chuni felt increasingly desperate and 


cornered. A tribal girl, she was ill equip¬ 
ped to fight the enemies. She did not 
know the ways of the hunters. The last 
pressure came from the head of the 
department who relentlessly pressed her 
to file a case against the offending pro¬ 
fessor. This lady knew that Chuni’s rela¬ 
tions with the office was bad, that govern¬ 
ment had already ordered an enquiry 
commission, that it would be disastrous 
for Chuni to file a case at this stage. But 
she pressed on. This was the ultimate 
harassment. In September the examina¬ 
tion was due and Chuni could not afford 
to incur the displeasure of the departmen¬ 
tal head who had professed to be her well- 
wisher. So she had to agree. This must 
have been the last shore towards the abyss. 

On August 13 there was a seminar in 
the university. By that time Chuni knew 
where she stood. Her work conditions 
remained the same. She had no hope that 
the enquiry commission would do justice 
to her and punish the ‘bhadra log’, the 
babu, who pointed to her low birth surd 
low caste relentlessly. She would have to 
file a case which would make a further 
mess of her career. She went to the univer¬ 
sity. Thereafter she wecpingly told a few 
co-students, "today in (he seminar Falguni 
babu, quite off the context, referred to the 
Lodhas as thieves and robbers. In the cor¬ 
ridor he threatened me, I'll see that you 
don’t sit for the examination in September. 

1 am a Lodha. So 1 shouldn't have dreamt 
of higher studies. I complained against the 
offenders, but they remain untouched. 
Unnecessarily I wasted two years, attend¬ 
ed classes but was not allowed to sit for 
the examination” (letter to the editor. 
Daily Barloman, August 25, 1992). 

By August 13 she had made up her 
mind. Death was the only way to escape 
the hunters. On the 14th she went to her 
husband. They had married in a court in 
1990, but due to her job had not been able 
to stay together. Her husband is a Lodha 
youth who is a HS and works in the 
railway workshop. That Chuni was a 
graduate and he was not had never created 
any friction. They had been in love with 
each other from 1981. Manmatha Savar, 
the husband is a simple tribal boy. This 
time he found Chunivery relaxed, free of 
tension. They were to leave fpr Chuni’s 
village, Gohaldohi, on the 16th to talk 
about a formal reception, a community 
feast after marriage. On the 16th 
Manmatha left for the workshop at 6,15 
am. He returned at 10.45 am and found 
Chuni hanging. 

Chuni's death has revealed what West 
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Bengal truly i*. Brutal caste and class 
hostility and persecution has been allow¬ 
ed to continue The government allowed 
the district babu to abuse her. Nothing 
was done to change her work conditions. 
She was kept a slave of the department. 
Why not? Was she not a Lodha? Was not 
she given a job? The university authorities 
did nothing to throw out the caste-baiter. 
And the commission appointed by the 
government submitted its report three 
days after her death. 

A new kind of hunt. West Bengal has 
this caste and class hatred, but the 
methods are sophisticated and complex, 
that’s all the difference from other states. 

Chuni’s death should not be allowed to 
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go unavenged. The tribals should realise 
exactly where they stand here. The curse 
of the babu culture runs in Bengal’s veins. 
West Bengal forces a Chuni Kotal to com¬ 
mit suicide and goes ga-ga over the 
nauseating display of a 'sutanuti utsav’! 

See the face of West Bengal, now that 
Chuni has ripped the mask. A judicial en¬ 
quiry? Surely not. We know that judicial 
enquiries in West Bengal get lost in a 
desert of nothingness. 1 think all 
democratic organisations and people 
slgnild protest against this naked caste 
and class oppression and demand a CB1 
enquiry. Is not Chuni’^death a pointer to 
the tribal in India? Well, Bengal has 
shown its true face. 


Institutionalised Corruption 

Ambrose Pinto 


Bangarappa as chief minister has ail but dismantled the civil 
service and demoralised the police force. The progressive 
intervention of elected politicians in the agencies of the 
government has led to a decomposition of the chain of command. 
But the party high command has not interfered, providing 
legitimacy to his rule; for he served party interests. 


IN a democratic set-up the civil service, 
the police force and the party are the three 
important institutions of government. 
These institutions enable the political 
leadership to run the political and ad¬ 
ministrative machinery of the slate. But 
ever since Bangarappa assumed the 
leadership of the state in October 1990, 
the picture of bureaucracy and the police 
force has become tainteej. 

When Veerendra Patil took over as CM 
the state treasury was empty. By the time 
he was removed from office, the financial 
situation of the state was comfortable. 
Thanks to Patil, the Lok Ayukta under the 
leadership of A J Anandan, IPS was at¬ 
tempting to streamljne administration by 
bringing to book all the corrupt civil 
servants. 

When Bangarappa assumed office, he 
was no consensus candidate. In fact the 
Congress Legislature Party (CLP) wanted 
the prime minister to appoint a leader. But 
observers from AlCC(i) had insisted on 
election. Since Bangarappa could muster 
a support of 80 members, far ahead of his 
rivals, he came to occupy the chief 
minister’s seat. Bangarappa had loyalties 
to no Institution. Guided by principles of 
expediency, he was in and out of parties 
depending on the size of the portion of 
the cake of power. The Congress members 
•p in the state did not bargain for him. 


Bangarappa was the first chief minister 
from the toddy-tapping community and 
the second CM from the backward castes 
in Karnataka. Rajiv Gandhi took the 
gamble in the hope that Bangarappa as 
a person from the backward caste would 
neutralise the Mandal wave of V P Singh. 
The vokkaligas and lingayats dominate 
politics in the state. Lingayats constitute 
16.92 per cent of the state population 
while the vokkaligas 11.68 per cent. Both 
these communities together make up 28.60 
per cent of the state’s population. But they 
have always had more than 50 per cent of 
the legislative seats. Of the states 13 chief 
ministers, the first three were vokkaligas 
and six were from the lingayai community. 
The other chief ministers though not from 
these dominant communities had to main¬ 
tain a delicate balance in the government 
in order to continue in power. At the time 
of assuming office Bangarappa was ex¬ 
pected to retain the support of both the 
dominant communities while bringing the 
BCs, SCs and STs closer to the administra¬ 
tion. That was the second reason for the 
choice. Thirdly, Rajiv Gandhi thought 
Bangarappa would be more amenable to 
fulfilling directives from the PM and pro¬ 
vide the necessary funding for the Con¬ 
gress Party. u 
As a constant'dissident and a non- 
conformer there/were numerous fears 



when Bangarappa took over as chit 
minister, the chief one being his proximo 
ty to the liquor lobby of the stale. It was 
alleged that the liquor lobby had spent 
over Rs 200 crore in unseating Veerendra 
Patil, his predecessor for plugging the 
loopholes in the excise department to net 
an additional revenue of Rs 300 crore. Th? 
fears came true. Bangarappa government’s 
patronage to the liquor lobby was trans¬ 
parent. Once in power, he directly pro¬ 
moted its interests. 

Excise contractors were given conces¬ 
sions. The government created 21 posts of 
deputy commissioners in the districts to 
handle excise auctions, licensing of bars 
and liquor vends—a task handled by 
district collectors til! then. Civil servants 
close to the liquor, lobby were promoted. 
Tike for example the case of J Alexander 
one of the senior civil servants raided by 
the Lok Ayukta and Income Tkx Depart¬ 
ment in June 1990 when he was the excise 
commissioner. After the initial enquiry he 
was suspended for possessing assets worth 
Rs 70 lakh in bank deposits, rubber 
estates, farms and houses. On account of 
the civil servants closeness to the liquor 
lobby, he was not only brought back to 
the government but was made the addi¬ 
tional chief secretary with charge of 
finance and excise and later the acting 
chief secretary of Karnataka. 

Several IAS officers of doubtful and 
shady reputations raided by tbe Lok 
Ayukta during the regime of Veerendra 
Patil (like B S Patil, Swatantra Rao, 
Prabhakar Rao, Achyuth Rao and Nee raj 
Raj Kumar, etc) were given important 
posts without investigating charges against 
them. Cases against senior officers built 
up by anti-corruption panels were 
systematically closed. The authority given 
to the Central Bureau of Investigation 
to investigate corruption cases was 
withdrawn. 

While rewarding corrupt officials and 
dvil servants, with promotions the govern¬ 
ment also sidelined honest and sincere 
ones. A J Anandan, the Inspector General’ 
of Police during Veerendra Patil’s regime 
who as Lok Ayukta planned and executed 
raids on corrupt colleagues was put in 
charge of the insignificant post of addi¬ 
tional director general of police in-charge 
of wireless and modernisation. Later he 
was transferred to the department of 
prisons and one day later was shifted to 
Mysore as the director of Police Academy, 
all posts below his rank. 

M Shankaranarayan, an IAS officer of 
high integrity, the chief secretary with an 
impeccable record who had said the CM 
was ‘untrustworthy^ was suspended. 
Though the central government struck 
down suspension orders, the former chief 
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secretary still remains without a posting. 
All the IAS officers who had signed a 
memorandum against the way Shankara- 
narayan was treated had received memos. 
Targets were fixed for the collection of 
bribes with threats of transfers. Civil ser¬ 
vice was used in Karnataka for the collec¬ 
tion of bribes. Transfer of officials had 
become a money-minting business. 

Corruption was rampant and institu¬ 
tional in Karnataka. Certain builders were 
favoured to acquire land by giving them 
exemption from the Urban Land Ceiling 
Act, of course; for a substantial considera¬ 
tion. The government’s decision to hand¬ 
over 414 acres of agricultural land to a 
Delhi firm of builders to build a cluster 
of 270 villages brought in strictures by the 
state high court. The area was the en¬ 
vironmentally sensitive neighbourhood of 
the Thippagondanhalli reservoir, one of 
the main sources of drinking water to 
Bangalore. Over 200 licences for granite 
quarrying to friends and relatives of the 
CM were issued. Some of these licences 
were later stayed by the high court. The 
government had subordinated itself to 
several lobbies like the liquor lobby, 
granite lobby and the contractors-cum- 
middle men lobby. The civil service had 
no option but to toe the government line 
and pass on files for survival. 

Police Force Demoralised 

The second most important institution 
for maintenance of political and ad¬ 
ministrative machinery is the police, the 
guardians of law and order. The police 
force was demoralised The more in¬ 
tegrated officers who refused to be bullied 
by the CM were shifted. Tb begin with, 
right at the start of his rule Bangarappa 
dealt harshly with A J Anandan the police 
official responsible for booking'a number 
of corrupt civil servants. Inspector 
Krishnappanavar who registered the 
Kunigal bring case which led to the 
resignation of minister S Ramesh for 
Kannada and Culture was transferred. So 
too was the deputy commissioner of the 
district Satyamurthy an IAS officer for his 
refusal to state that the death was due to 
police firing in Kunigal. In Raichur the 
zilla parishad administrator Madan Copal 
was suspended for protecting the dalits 
against caste Hindus. At least the names 
of two officers of the IPS from the list for 
promotions were deleted for their impar¬ 
tial acts. TWo others who were preferred 
in their places had several adverse com¬ 
ments in theijr records. But these com¬ 
ments were expunged overnight. Most of 
these police officers had not been in office 
for more than six to eight months. All this 


led officials calculating beforehand the 
likely political effect of any enforcement 
action. 

Police abuses of power at the behest of 
the politicians were among the chief 
grievances of people. During the Cauvery 
trouble the government was instrumental 
in inflicting violence on poor Tamils, 
Their huts and houses were ransacked 
and burnt. In some slums and Uunil- 
dominated areas there was an orgy of 
violence by the police at the behest of the 
government. Many Thmils who had fof 
years made Karnataka their homeland and 
contributed to Karnataka’s development 
with their skills had to flee the city and 
other parts of Karnataka like Mysore, 
Mandya and Hassan for the police were 
instructed not to protect them but to 
harass them. 

When the police force is expected to do 
the bidding of the politicians, it becomes 
partisans. The defenceless whom the 
police are expected to defend, will not be 
protected. In fact atrocities on harijans in¬ 
creased. There was violence on harijans 
in Mysore, Bijapur, Bidar and Raichur. 
Over 30 harijans were burnt to death or 
killed. Others had fled their homes. Caste 
violence has been on the increase; 

The home minister Dhanun Singh had 
admitted of lapses in protecting the dalits. 
But no action has been taken. Social 
welfare minister B Shivanna has proposed 
the idea of establishing special courts to 
try cases of atrocities on harijans. These 
were pronouncements without a desire for 
action. No investigations were carried out 
of any of the cases. After the initial 
statements in favour of the dalits, the 
government was silent, indirectly and 
subtly tolerating the dominant groups in 
order To keep itself in power. 

Bangarappa has no loyalty to the par¬ 
ty. Senior Congress Party members in the 
state considered him a perpetual dissident 
who had made common cause with the 
rivals of Congress(I) when it suited him. 
As a leader he has no respect for the 
cabinet. Most of the decisions he has 
taken are arbitrary. The education 
minister Vecrappa Moily was aghast at the 
CM’s unilateral. announcement in the 
cabinet to scrap the Public Service Com¬ 
mission for the ongoing ^election of 
teachers, industry minister Manorama 
Madhwraraj and planning minister 
K Nagarathnamma were sidelined in their 
own departments^ Transport minister 
Aieez Sait has threatened to resign on and 
off. The government's shady deal to buy 
computers at the cost of Rs 5.27 crone has 
no cabinet approval. 

Ibwaids those who opposed him in the 
parly, Bangarappa has been vindictive. 


During the Cauvery violence organised by 
his own government the vehicles parked 
inside the compound of K H Ranganath 
a senior Congress MLA were burnt down. 
The residence of Basavalingappa, the 
minister for environment was damaged. 
Another dissident Congress(I) MLA was 
battered by a mob. The residences of two 
MLAs Moodalgiriyappa and Dayananda 
were stoned. The party did not permit burr 
to comprise the cabinet as he desired. Not 
all members were his nominees. He could 
not even sack the dissident ministers. The 
KPCCfl) had too many of his adversaries. 
Even in the selection of candidates for 
assembly and council elections, he did not 
have his way. The high command had only 
one Bangarappa loyalist for the elections 
to the seven legislative council seats. It was 
no different for assembly and parliament 
elections. 

As a captain of the ship of Karnataka 
Bangarappa has given up several cabinet 
traditions. When the strictures were pass¬ 
ed on him by the high court for permit¬ 
ting the Delhi-based builders to build villa 
near T G Halli reservoir, he refused to 
resign. Earlier there was the other instance 
of indiscriminately distributing over 200 
granite bases to a favoured few. The high 
court stayed the orders. But Bangarappa 
did not resign. One of his ministers 
was caught possessing illegal shares 
in the Fairgrowth Industries. He has 
not demanded his resignation though 
Chidambaram had resigned from the cen¬ 
tral cabinet for a similar reason. Ramesh, 
the minister for Kannada and culture did 
not resign after being named in a murder 
case. It was the public outcry that 
finally forced him to quit the cabinet. 
Karnataka’s model of Panchayati Raj, 
hailed as a bold and unique experiment 
in giving powers to the people was smash¬ 
ed out of existence for political reasons. 

No other government in Karnataka has 
been involved in so many scandals. 
Political morality has reached the lowest 
ebb. A K Subbaiha, one of the CongreuU) 
legislators summed up the institutionalisa¬ 
tion of .corruption when he said “Corrup¬ 
tion came ‘in covers’ when Devaraj Ure 
seas at the helm; with Gundu Rao, it was 
‘mini-brirfeases’; with Ramakrishna 
Hegde ‘briefcases’ and now it comes ‘in 
suitcases' and soon it will be in trucks'. 

How has the party tMb permitted him 
to continue in office? The only explana¬ 
tion one can find is Bangarappci ability 
to raise funds for the party. Corruption 
is an industry—middle level ‘executives’ 
paid large sums for the purchase of of¬ 
fice. Bangarappa in turn fed the party 
with some of that amount 
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BALANCE SHEET OF INDIAN BRANCHES 
AS AT MARCH 31, 1992 


Schedule 

CAPITAL AND LIABILITIES 
Capital I 

Reserves and Surplus 2 

Deposits 3 

Borrowings 4 

Other Liabilities and 
Provisions 5 


PROPERTY AND ASSETS 

Cash and Balances with 
Reserve Bank of India 

Balances with Banks and 
Money at Call and 
Short Notice 

Investments 

Advances 

Fixed Assets I 

Other Assets 


PROFIT AND LOSS ACCOUNT OF INDIAN 
BRANCHES FOR THE YEAR ENDED 
MARCH 31, 1992 


As at 
31/3/1992 

As at 

31/3/1991 

Schedule 

Year 

Ended 

31/3/1992 

Rs ’000 

Rs. ’000 


Rs. ’000 


INCOME 



21,960 

21,960 Interest Earned 

13 

5,757,429 

2,040,190 

1,285,195 Other Income 

14 

1,675,590 

36,164,603 

22,801,8% 


7,433,019 


Contingent Liabilities 
Bills for Collection 


5.163.357 4,469,017 

5.662.358 3,329,157 

49,052,468 31.907.225 


6,530,567 3,266,787 

2,987,770 4,086,266 
18,291,886 10,855,156 
17,429,813 11,156,111 

505,550 382,157 

3,306,882 2,160,748 

49,052,468 31,907,225 


68,827,029 33,203,509 
4,286,011 1,950,844 


EXPENDITURE 
Interest Expended 
Operating Expenses 
Provisions and 
Contingencies 


PROFIT 

Net Profit for the Year 
Profit Brought Forward 


..± _ 


See notes appended 

Per our report attached to the Balance Sheet 

For A. F. FERGUSON St CO. 

Chartered Accountants 


3.798,776 2,307,056 

1,305,513 806,466 

1.408.576 585,415 

6,512,865 3,698,937 


920,154 341,000 

648,937 460,895 

1,569,091 801,895 


APPROPRIATIONS 



Hransfer to Reserve 



under Section ll{2XbXii) 

184.031 

68,200 

Transfer to Property 

Investment Reserve 

0 

84,758 

Remitted to Head Office 

165,040 

0 

Balance Carried Over to 
the Balance Sheet 

1,220,020 

648,937 


1,569,091 

801,895 


R SUBRAMAN1AM 
Partner 


R. SRINIVASAN 

General Manager, Corporate Affairs 


R. J. EDGAR 

General Manager, South Asia 


Bombay, 28th April, 1992 
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SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT MARCH 31, 1992 



SCHEDULE l—CAPITAL 

Amount Deposited with the 
Reserve Bank of India under 
Section 11(2) of the Banking 
Regulation Act, 1949 (Market 
value of securities lodged) 

Head Office Reserve 4 

(Amount remitted in sterling from 
head office) 


SCHEDULE 2-RESERVES 
AND SURPLUS 
Statutory Reserve 
Reserve under Section ll(2)(b)(ii) 
of the Banking Regulation Act, 1949 
Opening Balance 
Additions during the year 
Deductions during the year 

Capital Reserve 
Capital Reserve 
(Surplus on Revaluation of 
Bank Premises) 

Opening Balance 
Surplus on Sale of Immovable 
Properties 

(net of capital gains tax) 

Opening Balance 


Revenue and other Reserves 
Properly Investment Reserve 
Opening Balance 
Additions during the year 

Revenue Reserve 
(including accumulated 
depreciation of Rs. 14816 - 1990 
Rs. 14816, written back on 
revaluation of premises) 
Opening Balance 

Profit and Loss 
Balance carried forward per 
Profit and Loss Account 
Add: Tix Credits Receivable (on 
Specific Provisions for 
Doubtful Debts) 

—Contra to other Assets 


As at 
31/3/1992 


Rs. ’000 


As at 
31/3/1991 


.21,960 


21, 


188,419 

184,031 

_0 

372,450 


120,219 

68,200 

0 

188,411 


108,721 

108,721 

3,039 

3,039 

111,760 

111,760 

168,617 

42,332 

0 

126,285 

168,617 

168*617 

16,045 

1H562 

16,045 

“I5A662 

1,220,020 

648,937 

151,298 

T37T3T8 

151,417 

“105333 


T5S3J93 





SCHEDULE 3—DEPOSITS 

Demand Deposits 
From Banks 
From Others 


Savings Bank Deposits 

Term Deposits 
From Banks 
From Others 


As at 
31/3/1992 


Rs. 'OOO I Rs. *000 


377,182 272,130 

6,211,726 4,042,121 

6,588,908 4,314,251 

5,571,074 4,231,329 

5,877,067 1,354.000 

18,127,554 12,902,316 

24,004,621 14,256,316 

36,164,603 22,801,896 


Deposits of branches in India 36,164,603 | 22,801,896 

Deposits of branches outside India 0 


SCHEDULE 4—BOR ROWINGS 

Borrowings in India 
Reserve Bank of India 
Other Banks 

Other Institutions and Agencies 


Borrowings outside India 


Secured Borrowings Included 
above 

SCHEDULE 5—OTHER 
LIABILITIES AND PROVISIONS 

Bills* payable 

Interest Acciued 

Others (including provisions) 


SCHEDULE 6-CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

Cash in Hand (including lorcign 
currency notes) 

Balances with Reserve 
Bank of India 
, In Current Account 


575,800 

0 

2,799,787 

2,952,500 

44,294 

293,920 

3,419.881 

. 3,246,420 

1,743,476 

1.222.597 

5,163,357 

4,469,017 

1 

1 

620,094 ! 

1 

293,920 


2,031,406 1,385,584 

!,370,553 935,748 

2.310,399 1,007,825 

5,662,358 3.329,157 


144,957 , 130,150 


6,385,610 3,136,637 

6.530,567 3,266,787 


-*«#«■*•** - ■ Au*u*t», 1992 

A. > i"f ■ .1 ‘‘T” • • ’ 2*. . i k.‘ ’* . ’ t 




































ANZ Grmdlays Bank pic 


incorootAIM <n IM Ufttlad Kmgoow 
Tho iiabi'ttY frf iwibm it t»mi(#p 


Grindlays Bank 


SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT MARCH 31, 1992 


SCHEDULE 7—BALANCES WITH 
BANKS AND MONEY AT CALL 
AND SHORT NOTICE 

In India 

Balances wiih Banks in India 
Current Accounts 
Money at Call and Short Notice 
With Banks 

With Other Institutions 


Outside India 
Current Accounts 


SCHEDULE •— INVESTMENTS 

Investments in India in 
Government Securities 
Other Apptoved Securities 
Shares 

Debentures and Bonds 
Subsidiaries and/or 
Joint Ventures 
Other Investments 


Market Value of Investments in 
Government and Other Approved 
Securities 

SCHEDULE 9—ADVANCES 

Bills purchased and discounted 
Cash credits, overdrafts and 
loans repayable on demand 
Term loans 


Secured by tangible assets 
Covered by Baitk/Governmcnt 
guarantees 
Unsecured 


Advances in India 
Priority Sector 
Public Sector 
Banks 
Others 


As at As at 
31/3/1992 3I/VI99I 

Rs. ’000 Rs. ’000 


105,385 

0 

_0 

'_ 0 

105,385 


458,291 

1,700,000 

520,000 

2 , 220,0 00 

2,678,291 


2,882, 385 1,407,975 

2,987,770 4,086,266 


12,480,157 

3.174,829 

18,151 

1,647,077 


971,671 

18,291,886 


6,814,166 

1,369,350 

11,426 

1,993,092 


667,121 

16,855,156 


I5.66C737 8.181.516 


1.921.344 2,194,6.11 


8,82 W> 
4,684,569 


6.4(,2,(K)5 
2,499,4 7 5 


17,429.813 11,156.111 


12,256.873 8,127,558 


3,219,6*90 

1,953,250 


1,588.745 

1,439,808 


17,429,813 11,156.111 


2.267,615 

604,650 

762,870 


1,436,446 

186,038 

672,048 


13,794,678 8,861,579 

17^429^813 iu56’m 


As at As at 
11/3/1992 JI/3/1991 

~Rs. ’000 Rs. ’000 


SCHEDULE 10-FIXED ASSETS 
Premises 

At cost/valuation as on 31st 
March of the preceding year 
Additions during the year 
Deductions during the year 
Depreciation to date 


Other Fixed Assets (Including 
Furniture and Fixtures) 

At cost as on 31st March ot the j 
picceding year 
Additions during the year 
Deductions during the year 
Depreciation to dale 


SCHEDULE 11—OTHER ASSETS 

Inter office Adjustments (Net) 

I merest Accrued 

Tax Credits Receivable—Contia to 

Profit and loss 

Others 


SCHEDULE 12—CONTINGENT 
LIABILITIES 

Claims against the bank not 
acknowledged as debts 

Liability for partly paid 
investments 

Liability on account of outstanding 
forward exchange contracts 

Guarantees given on behalf of 
constituents 
In India 

Outside India j 


180,934 

42,895 

0 

52,704 

171,125 


387,058 

133,310 

2,173 

183,770 

334,42 5 

505,550 


1,052,023 

728,355 

151,298 
I,375,206 
3,306,882 


178,398 

2.536 

0 

45,6 36 

135,298 


323.904 

65,673 

2,519 

140,199 

246 ,859 

382,157 


490,040 

540,561 

151,417 

978,730 

2,160.748 


41,593,046 15,7.19,325 


6,927,074 

4, 335,08 9 

11,262,163 


6,997,189 

126,293 

7,123,482 


Acceptances, endorsements and 
other obligations 

Other items for which the bank is 
contingently liable (including 
bills rediscounted) 


6,744,690 3,521,518 

9,220,74 4 6,818,522 

68,827,029 33,203,509 


anomic a 
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SCHEDULES FORMING PART OF PROFIT AND LOSS ACCOUNT 
FOR THE YEAR ENDED MARCH 31, 1992 



9CHEDULEU-INTEREST EARNED 

Interest/discount on 

advances/bills 

Income on Investments 

Interest on balances with Reserve 

Bank oi India and other Inter 

Bank Funds 

Others 

SCHEDULE 14-OTHER INCOME 
Commission, exchange and 
brokerage 

Net profit/floss) on sale of 
investments 

Net profit/(lo$s) on sale of land, 
buildings and other assets 
Net profit/floss) on exchange 
transactions 
Miscellaneous income 

SCHEDULE 15—INTEREST 

EXPENDED 

Interest on deposits 

Interest on Reserve Bank of India/ 

Inter-Bank borrowings 

Others 


Year 

Ended 

31/3/1992 

tear 

Ended 

31/3/1991 

Rs. ’000 


3,279,637 

1,449,361 

1,934,093 

923,402 

1,027,353 

1,078 

5,757,429 

588,921 

1,908 

.3,448*324 

625,638 

325,854 

533,038 

77,365 

845 

366 

506,287 

9,782 

1,675,590 

181,878 

_6,150 

591,613 

2,210,925 

1,407,796 

1,281,529 

306,322 

701,781 

197.479 

3.798,776 

2,307,056 


SCHEDULE 14—OPERATING 
EXPENSES 

Payments to and provisions for 
employees 

Rent, taxes and lighting 
Printing and stationery 
Advertisement and publicity 
Depreciation on Bank’s property 

Indian advisory board members 
fees, allowances and expenses 

Auditor’s fees and expenses 
Law charges 

Postage, telegrams, telephones, etc 
Repairs and maintenance 
Insurance 
Other expenditure 


Other expenditure includes: 
Brokerage on India Development 
Bonds 


Yeai 

Ended 

31/3/1992 


Rs. ’000 


579,356 

76,410 

52,422 

65,221 

51,610 

1,773 

625 

5,127 

61.609 

53,429 

19,874 

338,057 

1.305,513 


Year 

Ended 

31/3/1991 




1,928 

500 

5,016 

46,629 

41,859 

15,702 

119.463 


806,466 



NOTES APPENDED TO AND FORMING PART OF ACCOUNTS OF THE 
INDIAN BRANCHES FOR THE YEAR ENDED MARCH 31, 1992 

1. Principal Accounting Policies 

General 

The accompanying financial statements have been prepared on the historical cost basis and conform to the statutory provi¬ 
sions and practices prevailing in the country. 

Transactions insolving Foreign Exchange 

a. Foreign Currency Assets and Liabilities are translated on the Balance Sheet date at the rates notified by FFDAI, except 
Foreign Currency Non-Resident Account balances which are valued at the relevant rates specified by the Reserve Bank of India. 

b. Contingent liabilities on account of outstanding foreign exchange contracts have been reported at the contracted rates; 
however, outstanding foreign exchange contracts have been revalued on the Balance Sheet date at the rates notified by 
FEDAI and the resulting losses/profits on revaluation have been included in the Profit and Loss Account. 

c. Income and expenditure items have been accounted for at the exchange rates ruling on the date of transaction. 

Investments 

a. Quoted Central and State Government and other TVustee Securities have been valued at the lower of cost and market value 
in aggregate. 

b. Investments in subsidiary and associate companies have been valued at cost. 

c. Other investments are valued at the lower of cost and market value/Director’s valuation in aggregate and Drasury Bills 
are valued at cost. 
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Advances 

a. Advances are net of provisions for identified bad and doubtful debix, which are made based on a periodic review of advances 
and are to the satisfaction of the Auditors. 

b. Provisions have been made on a gross basis Tax relief which will be available when the advance is written of^will be 
accounted for in the year of write-off. Such future tax telief has been shown by way of infotmation as a contra item in 
the Balance Sheet 

Fixed Assets 

a. Premises and other fixed assets have been accounted for at the historical cost. Premises which have been revalued are 
accounted for at the values determined on the basis of such revaluation by professional valuers Suiplus on revaluation 
has been credited to Capital Reserves 

b. Depreciation has been provided for on the straight line rates prescribed by Schedule XIV of the Companies Act, 1956. 
c Depreciation in respect of revalued assets is provided for on the revalued amount and charged to the Profit and 1 oss Account 

Staff Benefit! 

Pension benefits to employees retiring after 27th December, 1974 and gratuity arc essentially paid from approved trust funds 
(to which contributions of Rs. 42 59 crorcs have already been made). The liability for termrnal benefits airstng during the 
year has been fully provided for. However, the total actuarially valued unprovided liability of the Bank's terminal benefits, 
amounts to Rs. 5 46 crores as at 31st March, 1992 (Rs. 8.64 crorcs as at 31st March, 1991). In addition, pension payments 
to employees who retired on or before 27th December, 1974 are treated in the accounts consistently on a cash basis, the liability 
for which cannot be actuarially evaluated. 

Net Profit 

The net profit disclosed in the Profit and Loss account is after: 

i. Provisions for taxes on income in accordance with statutory requiremenis. 

ii. Provision for doubtful advances 

iii. Adjustments to the value of investments in Government and other approved securities ill India, and other investments, 
valued as stated above. 

iv Other usual or necessary provisions. 

2. Previous Year's Figures 

Previous year's figures have been reclassified where necessary to facilitate comparison. 


R. SRINIVASAN R J EDGAR 

General Manager, Corporate Affairs General Manager, South Asia 


AUDITORS’ REPORT 

We have audited the Balance Sheet ol the Indian branches of AN/. Grindlays Bank pic as at 31st March, 1992 signed by us 

under reference to this report, and the relative Profit and I oss Account in which have been incorporated the returns for 1 

branch not visited by us due to the disturbed conditions prevailing in that area. 

The Balance Sheet and Profit and Loss Account have been drawn up in accordance with the provisions of Section 29 of the 

Banking Regulation Act, 1949 read with Section 211 of the Companies Act, 1956. 

We report that: 

(a) we have obtained all the information and explanations which to the best of our knowledge and belief were necessary for 
the purposes of our audit and have found them to be satisfactory: 

(b) the transactions which have come to our notice have been in our opinion within the powers of the Indian branches of the Bank; 

(c) in our opinion, proper books of account as required by law have been kept by the Indian branches of the Bank, so far 
as appears from our examination of the books and returns which have been found adequate for the purposes of our audit; 

(d) the Balance Sheet and Profit and Loss Account dealt with by this report are in agreement with the books of account and returns; 

(e) in our opinion and to the best of our information and according to the explanations given to us, subject to Note t regar¬ 
ding non-provision of the retirement benefits liability amounting to Rs. 3.46 crores, the accounts together with the notes 
thereon give the information required by the Companies Act, 1956 in the manner so required for Banking Companies 
and, on such basis, the Balance Sheet gives a true and fair view of the slate of affairs oi the Indian branches of the Bank 
as at 31st March, 1992 and the Profit and Loss Account gives a true and fair view of the profit of the Indian branches 
of the Bank for the year ended on that date. 

For A. F. FERGUSON A CO. 

Chartered Accountants 


Bombay. 28th April, 1992 


R SUBRAMANIAM 
Partner 



MANAGEMENT NOTE TO ACCOUNTS 


During the months of May and June 1992, the Bank, subsequent to the finalisation of the above accounts on April 28, 1992, 
received a series of claims aggregating Rs. 506.54 crores from the National Housing Bank (NHB) in respect of alleged securities 
transactions. The Bank has denied the alleged transactions. The Bank has been legally advised by Senior Counsel that the 
claims made by the NHB are not valid. However, in accordance with a directive issued by the Reserve Bank of India, the Bank 
has made adequate provision by bringing into India funds from the Group aggregating Rs. 506.54 crores. 

R. SRINIVASAN R. J. EDGAR 

GENERAL MANAGER - CORPORATE AFFAIRS GENERAL MANAGER SOUTH ASIA 

Bombay, 28th August, 1992. 


This announcement appears as a matter of record only 
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GRASIM 


Grasim Industries Limited 

Bombay 

DEM 23,055,452 


DEM/USD Cross Currency Interest 
Rate Swap 

Prov ided by 

Australia and New Zealand Banking Group Limited 

London 

Grindlays Bank July 1992 
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Links in a Chain to Curb Democracy defens!vT mingly ' put ,he spcaker on ^ 


Ajil Roy 


The Lok Sabha speaker’s blatantly partisan ruling on the 12 
defecting Janata Dal MPs reflected, consciously or otherwise, the 
growing search among the ruling elite for a more pliant political 
milieu in the interests of the ongoing ‘economic reform’. 


THE Lok Sabha speaker’s ruling, (he 
prime minister's Red Fori speech and 
Russi Mody’s plea for an authoritarian 
government are not isolated pieces, but 
links of a chain—a chain for curbing 
democracy. 

The leader of the opposition in the Lok 
Sabha. L K Advani of the BJP, passed 
strong strictures on NF-l.T MPs’ actions 
in the House over the speaker’s interim 
order on the 12 expelled Janata Dal 
members, which had by then for two days 
running stalled its normal work. He 
quoted chapter and verse to castigate his 
fellow opposition MPs and concluded 
that such actions, by denigrating the 
speaker, will be ‘tantamount’ to 
denigrating the institution of parliament 
itself. Some days ago when the same sec¬ 
tion of the opposition had resorted to (he 
same tactics over the prime minister’s 
handling of the BJP-VHP’s challenges at 
Ayodhya, many mediamen had similarly 
condemned the NF-LF on much the same 
plea. 

This concern for parliamentary institu¬ 
tions and, by implication, democratic pro¬ 
cess is extremely timely and welcome. But 
to be really effective, this has to cover a 
wider, and deeper, area. For instance, con¬ 
cern for democracy cannot be delinked 
from the concern for the rule of demo¬ 
cratic law. But only a few days earlier, 
following the suspension of ‘kar seva’ at 
Ayodhya, Advani himself had disclaimed 
and discounted any liability on his party 
to abide by the judgment of the highest 
court of law, only in tandem with which 
parliament can uphold and sustain the 
democratic process in the country. 

While stalling parliament’s work can¬ 
not and should not be a normal practice, 
such actions have to be judged in their 
specific context. This for the NF-LF's 
second round of boisterousness was the 
question: can the institution of parliament 
survive and protect itself if its chief 
conscience-keeper himself does not refrain 
from giving direct or indirect encourage¬ 
ment to the process of tampering with its 
integrity and dignity? The interim order 
of the speaker with regard to the batch 
of 12 defecting Janata Dal MPs does 
precisely lend itself to that construction. 


As a recent editorial puts it. 

The Speaker, Mr Shivraj Patil, has been 
brazenly partisan and ignored ihe spirit of 
the anti-defection law in dealing with the 12 
Janata Dal members of Parliament who have 
sought to leave the party. As an intenm ar¬ 
rangement, he has said that the 12 will sit 
along with eight MPs earlier expelled by the 
JD. Only the gullible will believe that the 
problem requires such deep thought that 
Mr Paul has been forced into such interim 
arrangements. His order means that the 20 
MPs who have left the JD will be able to act 
as a single bloc which is what Mr Ajit Singn 
and Mr P V Narasimha Rao want. By pro¬ 
viding such tacit encouragement, the Speaker 
will encourage even more MPs to leave the 
JD. Given the precedent set in the Vidya 
Charan Shukla case, any interim order 
should, if anything, have gone in the opposite 
direction. The law is quite dear: a parliamen¬ 
tary party splits when at least a third of its 
members leave it. Should the number be less, 
those who have left will lose their parliamen¬ 
tary seats. And in ihe Shukla case u was held 
that a split is not a continuing process, so 
that each new split requites a fresh one-third 
departure of MPs (The Economic Times, 
Calcutta, August 18). 

Since this simple truth cannot have 
been unknown to the speaker, one cannot 
but wonder about the powerful influences 
that may have clouded his judgment. In¬ 
deed, his interim order assumes even more 
sinister significance, because it is nobody’s 
secret now that the collective defections 
were brought about by huge monetary 
transactions. While the prime minister 
and his minister for parliamentary affairs 
may disclaim a direct responsibility for 
these black money deals, this should hard¬ 
ly befool anyone, as the intermediary who 
brought about the deals has long been 
working as the ruling party’s purchasing 
agent. 

Under these circumstances, if the 
speaker's interim order passes unprotested 
and became a precedent, then parliamen¬ 
tary institutions and democratic processes 
in the country would have become a 
plaything in the hands of slimy operators 
with bagfuls of black money at their com¬ 
mand. Hence, the National Front and the 
Left Front tendered a yeoman's service to 
the Indian democracy by their robust pro¬ 
tests on the floor of the Lok Sabha which, 


At the moment, threats to democracy 
in India have assumed serious dimensions 
as they stem from the ongoing socio¬ 
economic processes. The prime minister, 
perhaps unwittingly revealed this reality 
from the ramparts of the Red Fort in his 
Independence Day speech when he asked 
for a three-year moratorium on raising any 
contentious issue that could threaten the 
government’s economic reforms. Since the 
life and living of the vast masses of the 
people and even the countr/s economic 
viability and national sovereignty are 
perceived to be gravely threatened by the 
government’s NEP, what is democracy for 
if not for challenging this? Moreover, as 
the threatening developments in Jammu 
and Kashmir, Punjab, Assam and 
elsewhere are not at all unconnected with 
the long-continuing policies of the Con- 
gress(l), what is democracy really for if 
not for continuous, and even acrimonious, 
exchanges on these vital issues? P V 
Narasimha Rao’s plea for a moratorium 
on debates on such issues therefore reveals 
his desperation born out of his realisation 
of their bankrupt nature. Unabl? to hope 
for his famous ‘consensus’ on the basis of 
free exchanges, he is, perhaps instinctive¬ 
ly, groping for curbs on and manipulation 
of democracy. 

Narasimha Rao's unarticulated logic 
was clearly formulated by Russi Mody a 
few days ago when he demanded an 
authoritarian government in the interests 
of ‘development’ initiated by the NEP. 

Consciously or otherwise, the Lok 
Sabha speaker may have been influenced 
by this growing search among the ruling 
elite for a more pliant milieu in the interest 
of the ongoing ‘economic reforms’. 
Indeed, the linkage is dear and compel¬ 
ling. Even a US diplomat is on record for 
having warned that the crisis “will develop 
because of, not in spite of, the conclusion 
of IMF agreements by the major debtor 
countries; because of, not in spite of, the 
renegotiation of their debts; .. .The 
dilemma is how to reconcile the stiff 
austerity programmes required by the IMF 
with rising popular demands for relief 
from negative economic growth and 
popular distress. The austerity program¬ 
mes have high social costs; double digit 
unemployment, reduced public spending 
and an absolute decline in per capita 
income in these counties with virtually 
no social safety net...” (quoted by 
A G Frank in EPW, July 7, 1984). 

Hence; to save democracy in the coun¬ 
try, National Front-Left Front and others 
of their persuasion have to make use of 
every inch of available space to protest 
and stall the ongoing process. 
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Supreme Court on Right to 
Education 

S P Sathe 


While the Supreme Court, in its recent judgment in the Mohini 
Jain v Karnataka case, may be faulted on both doctrinal and 
practical grounds for its use of article 21 of the Constitution for 
articulating the right to education, its indictment of the capitation 
fee system has not come a day too soon. 


THE Supreme Court has recently declared 
that right to education was a fundamen¬ 
tal right and that the charging of capita¬ 
tion fee was arbitrary, unfair and therefore 
violative of the fundamental right to 
equality contained in article 14 of the 
Constitution. Since the decision of the 
Supreme Court is the law of the land, 1 
the above decision has created a storm in 
the educational world. The immediate 
reactions have been hostile to the decision. 
Usual comments such as that the court 
has gone too far or that the decision is 
impractical have already come in. While 
we share the court’s agony over the im¬ 
moral practice of capitation fee in the new 
medical and engineering colleges, some 
wider propositions enunciated therein 
need careful examination. The purpose of 
this article is to examine the three leading 
propositions, namely (I) that every per¬ 
son has the light lo education us part of 
his right to live with dignity included in 
article 21 of the Constitution; (2) that the 
practice of capitation fee is violative of the 
guarantee of equality enshrined in article 
14 of the Constitution; and (3) that the 
state is under a constitutional mandate to 
provide educational institutions at all 
levels for the benefit of its citizens. 

(I) Is there a right to education in every 
person? Is such right a fundamental 
right? 

The court has obviously made a mistake 
in holding that there exists anything like 
right to education. There is certainly a 
right to equality pf opportunities of 
education. The right to education may 
exist as a human right to the extent of 
primary or basic education. Such right is 
an essential precondition to the exercise 
of other rights of citizenship such as right 
to vote or right to freedom of speech and 
expression. Such a right could be included 
within the fold of article 21 which 
guarantees right to life and personal liber¬ 
ty which has been held by the Supreme 
Court to include the right to live with 
dignity. 2 However, until the decision of 
the court in Mohini Jam case, article 21 
was not held to include the right to 
primary education. The fact that there is 
a directive principle of state policy which 
clearly enjoins upon the state to provide 


free and compulsory primary education 
for all children below the age of 14 5 
clearly shows that even the right to 
primary education was not included as a 
fundamental right. 

This writer has submitted elsewhere that 
right to primary education must become 
a fundamental right. 4 The fact that the 
literacy' rate in India even by 1991 census 
has not gone beyond 50 per cent shows 
clearly that such a right does not exist. If 
it exists in law hut does not exist in life, 
it would be worse But even if we succeed 
in making the right to education up to the 
primary level an enforceable right, can 
there ever be a right to become a doctor 
or an engineer or a lawyer? One can at 
the most claim that one has a right to 
compete for getting into these professions 
and in ordei that such competition should 
be fair, there should be equal oppor¬ 
tunities. One may or may not get admis¬ 
sion to a medical or engineering college. 
This will depend upon one’s competitive 
merit and financial capacity. A person has 
no right to be admitted to such an institu¬ 
tion though he has a right not to be denied 
admission on the ground of his religion, 
race, caste, place of birth and, unless the 
institution is exclusively for men or 
women, sex. 5 Further he has a right not 
to be denied admission except on the 
ground of merit. The only exception the 
Constitution makes is in respect of per¬ 
sons belonging to socially and educa¬ 
tionally backward classes of people for 
whom seats are reserved in such educa¬ 
tional institutions.' 

The danger of declaring even right to 
primary education as a fundamental right 
is the same as that involved in declaring 
the right to shelter or the right to health 
care as fundamental rights. Unless the 
state pursues social and economic policies 
under which such rights could be secured, 
(heir mere judicial articulation would only 
widen the gap between the normative 
order and the social reality. This would 
cause erosion of the credibility of the 
court as an institution and ultimately 
adversely affect its social legitimacy. 
However, there cannot be any right to 
education at all levels. There is no doubt 
freedom to obtain education which one 
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may doeven without going to any ed» 'Q 

tional institution. t 

The right to live with dignity has to be ,f~ 
understood in terms of securing irredud- 
ble minimum entitlements which ale 
essential prerequisites of such living with * 
dignity. It could be invoked in support of 
the right to primary education whereby 
one acquires the capacity to learn and 
pursue higher education but not with ' 
respect to the right to higher education. . 
Higher education is a resource which must 
be used economically. Everyone may not 
need it and may not possess the capacity 
for it. It should be available to those who 
need it and who have the capacity to take 
it. Therefore equal opportunities are 
enough. To say that the right to education 
is a fundamental right would make the 
right so impracticable that it would lose 
all its force. 

(2) Capitation fee— is it violative of the 
right to equality? 

Capitation fees are chaiged by private - 
educational institutions. These institu¬ 
tions cannot be called instrumentalities or 
agencies of the state within the meaning 
of that word as used in article 12 of the 
Constitution. They do not get any govern¬ 
ment grants. The government merely gives 
them affiliation to a university. Such af¬ 
filiation gives them recognition. 

It is true that when such capitation fee 
colleges are opened, they provide addi¬ 
tional opportunities to rich students as 
against the poor. But such disparity of op¬ 
portunities is not only in respect of 
medical and engineering colleges. Our 
whole education system is based on 
segregation between the rich and the poor. 
There are expensive schools in which only 
the rich people pan afford to send their 
children. Since inequality is pervading all 
social spheres, education cannot become 
an island of equality. 

Mohini Jain, the petitioner in this case, 
was admitted to the medical college in 
Karnataka but she could not take advan¬ 
tage of the admission as she could not pay 
Rs 60,000 per year as fee In fact fees 
chargeable in our state-run medical and 
engineering college-, are pitifully small and 
education of almost every student is sub¬ 
sidised by the state The fee structure in 
our universities must be rationalised. But 
if every student were to pay for his educa¬ 
tion, very few would be able to take pro¬ 
fessional education. Although there is a 
case for upward revision of the fees in 
higher education, it must be understood 
that such upward revision has limits and 
in spite of it state support or subsidy for 
education cannot be dispensed with. The 
court objected to Rs 60,000 as fee because 
it was rather high. In the court's opinion 
it was a colourable device for capitation 
fee. 

The economics of higher education will 
have to be carefully worked out. Those 
who wish to start a medical college or an 
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engineering college must collect enough 
corpus funds before their proposal for 
such an institution is considered by the 
government or the university. The institu¬ 
tions must also mobilise funds from alum¬ 
ni on a regular basis. If the fees arc high, 
the government must provide for enough 
number of merit scholarships and loan 
scholarships to enable the poor but 
meritorious students, including those 
from the socially and educationally 
backward classes, to study these courses. 
The fee structure will depend upon the 
expenses that arc required to be incurred 
for the course. They will be higher for 
courses in medicine, engineering and other 
science or technological disciplines than 
for courses in humanities and social 
sciences. 

The policy of allowing private educa¬ 
tional institutions to charge inordinately 
higher fees and even capitation fee means 
total abandonment by the state of its 
responsibility for higher education. The 
opening up of such private educational 
institutions which seek to trade in profes¬ 
sional education is harmful to the nation 
in many ways. It doubtless aggravates 
social and economic inequality because 
the rich have greater access to professional 
education than the poor. Medicine and 
engineering are two professions most 
sought after by students in India because 
they are believed to offer sizeable earnings 
and high social status. If access to such 
professions is available on merit, respegt 
for meritocracy is enhanced. On the other 
hand, if one can have access to these pro¬ 
fessions on money power, it would lead 
to further denigration of merit as a value. 
This would also inar upward social 
mobility and perpetuate the hold of the 
same elite on social '-iruciure. This would 
lead to social stagnation and produce 
social discontent which could ultimately 
jeopardise social stability. The state must 
therefore intervene to prevent this I Ins is 
usually the idea behind anti-capitation lec 
laws. 

The Constitution guarantees equality 
before the law and equal protection of the 
law. Although it does not forbid dis¬ 
crimination on the ground of wealth, as 
it forbids discrimination on the ground of 
religion, caste, race, sex. etc, wealth can 
be a criterion of discrimination only to 
give advantage to the poor. The Income- 
Thx Act imposes greater tax liability on the 
rich. The poor are given concessions in 
fees in education. These are examples of 
discrimination on the ground of wealth 
or income But any discrimination in 
favour of the rich and against the poor 
would not meet the test of reasonable 
classification which has to be the basis of 
differential treatment. After all, the Con¬ 
stitution dearly says that the state shall 
direct its policy towards securing “that the 
ownership and control of the material 
resources of the community are so 
distributed as best to subserve the com¬ 


mon good” and that “the operation of the 
economic system does not result in the 
concentration of wealth and means of 
production to the common detriment”. 7 
Justice Kuldip Singh was therefore right 
jn holding that the capitation fee charged 
with the connivance or permission of the 
state amounts to violation of the right to 
equality. 

It is true that there are institutions 
which charge high fees even for school 
education and they act as a means of 
segregation between the rich and the poor 
students. Since the state in India has not 
brought the system of neighbourhood 
schools, such segregation is bound to 
prevail. Since such educational institutions 
do not receive any state grant, they could 
be treated as being outside the purview of 
the constitutional guarantee of equality. 
But even they should not bfc allowed to 
charge capitation fee. Higher fee has to 
be distinguished from capitation fee: But 
professional colleges in medicine and 
engineering which provide career oppor¬ 
tunities and entrance to professions which 
are supposed to render valuable social ser¬ 
vices cannot be left to the commercial lust 
of a few educational entrepreneurs. Access 
to professional education determines the 
future distribution of material resources 
of the community. 

We must make a distinction between 
privatisation and commercialisation. 
Private effort in education has been the 
mainstay of our educational enterprise. It 
has had a long tradition beginning with 
Tilak and Agarkar and later followed by 
Maharshi Karve, Karmaveer Bhaurao Patil 
and B R Ambedkar. They started educa¬ 
tional institutions with the aim of making 
education accessible to large number of 
people and particularly to those who had 
been denied it for generations. The new 
entrepreneurs are setting up institutions 
to take advantage of the present demand 
for professional education in medicine or 
engineering which has become a craze 
with upper middle class boys and girls. 
This has become an industry which re¬ 
quires minimum investment and assures 
enotmous profits without any risk. It is 
bad not only because it further accen¬ 
tuates social inequality but also because 
it results in fall of educational standards 
and would ultimately lead to decline of 
professional standards also. 

(3) Must the state provide educational 

institutions at all levels? 

We are grateful to the court for em¬ 
phasising the duty of the state to provide 
educational institutions at all levels. It 
does not mean that all such institutions 
should be run by the state. The state may 
allow private institutions to provide 
education but such institutions have to be 
subject to control of the state and have 
to conform to what the Constitution of 
India enjoins. There cannot be laissez- 
faire in education. The state must find 
resources for education. In fact the Plan 


allocation for education has always been 
meagre. The state cannot plead that 
because it has to provide for primary 
education it would now withdraw from 
higher education and allow private institu¬ 
tions to trade in it. Education, health and 
shelter need to be high priority subjects 
for state intervention. If we have not aban¬ 
doned social justice as aim of our polity, 
the state cannot say that because it has no 
money it will allow education to suffer. 

If primary education is required for 
enabling people to live with dignity and 
therefore must be made a fundamental 
right, higher education will pfovide com¬ 
petent manpower for performing various 
services for society. Society requires able 
administrators, efficient professionals like 
doctors, engineers, chartered accountants 
and lawyers, competent technologists and 
scientists and various social scientists and 
scholars of humanities who would main¬ 
tain the high cultural level of societal life. 
The money spent on higher education is 
a good investment in human development. 
No civilised state, much less a democratic 
state, would excuse itself from playing a 
pivotal role in providing excellence in 
cducarion. 

The proper remedy is to find out how 
best its resources could be used for pro¬ 
moting excellence and how to avoid waste 
The system of education needs to be made 
more accountable. Where education is a 
prerequisite for practising a profession 
and the society grants monopoly to such 
licence-holders to practise that profession, 
it must decide how many and who should 
be admitted to the profession. The entitle¬ 
ment to practise must go by who deserves 
rather than who can afford. In deciding 
who deserves, social justice considerations 
are bound 10 come in but in such a way 
as not to dilute excellence. 

There is criticism in some circles against 
the Supreme Court’s decision. We have 
pointed out that the Court's use of arti¬ 
cle 21 for articulating the right to educa¬ 
tion could be faulted on doctrinal as well 
as practical considerations. However, the 
court’s indictment of the capitation fee 
system has not come a day too soon. If 
some people think that the court has gone 
too lar or has indulged in judicial adven¬ 
turism. we could only say that to them the 
Constitution of India itself might sound 
strange and irrelevant. 

Notes 

1 Ariicle 141, Constitution of India. 

2 Franca Coralie Muttm v Administrator, 

Union Territory of Delhi AIR 1981 SC 746; 

Bandhua Mukti Morcha v Bihar, AIR 1984, 
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3 Ariicle 4J. 

4 S P Saihe, The Bight to Know (1991, 

Tripaihi) p 4. 

5 Article 15(1), 16(2), 29(2). 
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7 Article 39, clauses (b) and (c). 
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New Industrial Policy 

Barriers to Entry, Foreign Investment and Privatisation 

Sunil Mate! 

Analytically speaking, three dimensions of the New Industrial Policy merit attention. 

First, the policy of across-the-board delicensing and the proposed repealing of the MRTP Act which together 
would go considerably towards reducing the barriers to entry into the Indian industrial sector. 

Second, freer attitude towards foreign collaborations, technical as well as financial and, especially, the open- 
door policy towards direa foreign investment. 

Third, the clearer articulation of policy with respect to reforming the public sector and, specifically, subjecting 
certain sectors which were hitherto reserved exclusively for the public sector to competition from the private sec¬ 
tor and also the divesting of a portion of the equity of going public sector concerns. 

This paper analyses these distinct aspects of the New Industrial Policy against the backdrop of the experience 
of industrial planning in the country' over the last three decades. 


THE New Industrial Policy Statement 
(hereafter NIPS) is in a number of ways a 
major departure inasmuch as it bas sounded 
the death knell to almost three decades of 
Indicative planning in the industrial sector. 
In mw with the changes repeated worldwide 
the new government seems to have at one 
go dismantled various control mechanisms 
that have at best stifled competition and 
bred rampant rent seeking amongst various 
levels of bureaucracy. Predictably the various 
measures enunciated in the NIPS have been 
welcomed by the industry and trade; at least 
for the time being. 

Contrary to the large-scale euphoria 
unleashed a careful analysis of the NIPS 
would lead us to believe that it is not to 
radical and bold a* it is made out to be in 
the popular discussions. In many ways it has 
merely taken a number of steps enunciated 
by the successive governments to its logical 
conclusion- Quite characteristic of most 
government policy statements the NIPS too 
is hill of rhetoric and ever-present vague 
statements so much to say that its success 
to a great extent depends on its correct in¬ 
terpretation and implementation Tlus is to 
be especially seen in the light of considerable 
deviation in actual implementation from 
stated policy pronouncements, at least in the 
past 

The purpose of this paper is to analyse 
the NIPS and it is structured into five sec¬ 
tions. One of the rationale for this policy 
shift to a less interventionist industrial 
economy needs to be found in the fact that 
industrial planning through the control 
mechanism had often enough fallen short 
of its stated objectives. So in the first sec¬ 
tion we undertake a rather quick survey 1 of 
our experience of industrial planning over 
the last three decades. This survey, we 
believe, would provide us with a meaningful 
background for understanding such changes 
enunciated in the new policy. Analytically 
speaking there are three dimensions of the 
policy which merit our attention. First, the 
policy of across-the-board ddicensing and 
the proposed repealing of the MRTP Act 
which together has gone considerably 


towards reducing the barriers to entry into 
the Indian industrial sector. In the second 
section we analyse the implications of this 
reduction in barriers to entry. Second, the 
most important component of NIPS is the 
freer attitude towards foreign collaborations, 
both technical as wdl as financial and, 
especially, a more open-door policy towards 
direct foreign investments (DFIs). This is 
analysed in the third section. A third impor¬ 
tant dimension is a dearer articulation of 
the policy with respect to reforming the 
public sector and specifically in the form of 
subjecting certain sectors which were hither¬ 
to reserved exclusively for the public sector 
to competition from private sector and also 
the divesting of a portion of the equity of 
going public sector concerns. This policy is 
reviewed in the fourth section. Finally, the 
fifth section sums up the main observations 
made 

I 

Industrial Planning in India 

The main instrument of industrial plan¬ 
ning has been the mechanism of licensing 
capacity creation in a planned manner. The 
policy of licensing had several avowed ob¬ 
jectives and if one were to summarise them, 
the major ones are: (i) to create capacities 
in tunc with plan targets; (ii) to prevent con¬ 
centration of economic power; and (iii) to 
ensure balanced regional development. We 
shall see how far these objectives have been 
translated into reality. 

Vfc bepn first with the objective of capaci¬ 
ty creation in tune with plan targets. In 
operational terms this meant that the 
government sets the uugmed output for each 
of the various kxhistrial sedan and this out¬ 
put is apportioned among a large number 
of potential esareprentun. Hoewx this hat 
repeatedly ben on the wrong eide. One way 
of capturing this aspect is to compare the 
actual and targeted rate of growth of in¬ 
dustrial production flhble l). 

The tabie shows that with the sole moep- 
tion of the Seventh Plan the actual rale of 
growth of induetrial output has frikn efcoit 


of the targeted rate of growth by a fairly 
wide margin across the various five-year 
plans. From this it may not be too 
unreasonable to deduce that creating 
capacities in tune with plan targets does not 
seem to have fructified. 

We shall now examine the second objec¬ 
tive of preventing concentration of economic 
power in the industrial sector. Specifically, 
we examine whether the process of licens¬ 
ing and other regulatory measures like the 
MRTP Act have led to a reduction in con¬ 
centration. 2 In short it can be shown that 
policy induced barriers to entry have only 
resulted in high levels of concentration and 
in many cases contributed to its persistence 
Table 2 maps out the changes in the level of 
concentration in the 1970s and in the 1990s. 

The table shows that in only about 23 per 
cent of the cases that the concentration 
ratios fell by as much as 10 percentage points 
and even in these for a majority of them 
ratios still remained over 63 per cent of the 
market In fact, it should be mentioned here 
that some of the industries are so hetero¬ 
geneous, for instance, drugs and phar¬ 
maceuticals, that interpretation of the con 
ccntmtion ratios are beset with severe prac¬ 
tical difficulties. The evidence presented 
shows that the degree of concentration in 
Indian industries is rather too high and 
therefore the Syrian of industrial planning 
through the licensing mechanism have not 
been particularly successful in preven¬ 
ting/reducing levels of concentration. 

Finally, we examine the third objective of 
balanced regional development. I teaming 
was e ss enti a ll y uacd to disperse the htdan ries 
across various regfons/states so that there is 
no excessive conce ntra tion of it in any 
speanc tcgMu uf state. H o w eve r, much of 
the licences have been cornered by the 
industrially developed states (Thbie 3). 

On an avenge, during the period under 
consideration, a Httie over )0 per cent of the 
total Uccooee broad have gone to there 
deve l ope d mm and there bare ham Mr 
amount of riaHUty in their (harm. The 
riteree hare tended to come down rincc 19t3. 
Thue the aoatysia shows that Hewing 
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mechanism turn not been soocessftil in ef¬ 
fecting • wider dispersal of industries. 

We have; in the above, analysed the suc¬ 
cess or otherwise of Mown«i«n in terms of its 
three stowed objectives and have shown that 
it is not been successful at all on these 
counts. It is against this rather dismal record 
that we analyse the NIPS which has pro¬ 
posed a complete deregulation in a number 
of respects. 

II 

NIPS and Barriers to Entry 

The NIPS has proposed to do away with 
the mam barrier to entry, viz, capacity 
restriction through licensing in almost the 
entire industrial establishment excepting for 
about 18 major industry groups.’ A run 
through these lists of 18 would show that 
they ate basic goods like coal, other energy 
inputs like petroleum, food products like 
sugar, hazardous chemicals and explosives, 
defence industries of all types, drags and 
pharmaceuticals and a whole host of luxury 
durable consumer goods like motor cars. 
TVs, VCRs, domestic refrigerators, washing 
machines, microwave ovens, etc. If any of 
these items are reserved exclusively for the 
small scale sector, then they are not covered 
by this compulsory licensing. 

This more or less across-the-board 
deUccnsing has considerably reduced the 
height of barriers to entry in the indian 
manufacturing sector. 4 But this does not 
appear to be so as we shall argue that an 
earlier policy, (i e, in 1985-86} of fixing 
minimum economic scale of output in a 
large number of industries has in a sense 
erected a capital barrier to entry. This is 
further elaborated upon as follows. 

In 1985-86, tne government fixed what is 
called minimum economic scales (MBS) in 
about 72 industries. In the licensing regime; 
this meant that any future capacity creation 
in those specific industries will have to con¬ 
form these to MBS pre-detmiined by the 
government. 

There are two aspects of the MBS that 
need to be spdt out First of ail for all the 
industries the MES has been Fixed at a 
unique point Implicit in this, is the 
unrealistic assumption that the long run 
average cost curve of a typical firm is ‘U’ 
shaped as suggested by traditional neo¬ 
classical theory, so that there is a unique 
point where the costs are minimised. Second, 
it also makes the added assumption that 
there are significant economies of scale in 
all the chosen industries. 

Supposing both these assumptions were 
proved to be counter-factual, that the policy 
of fixing the MES at unique levels of 
capadty is highly questionable. Bor instance; 
it has been shown through empirical studies 
that the long run avenge cost curve is *L’ 
shaped meaning thereby that there is a range 
of output far which the costs are minimum, 
If this was so; the government ought to have 
fixed the MES within a range and not at a 


unique point. Second, technological 
c h a n gre, which have been quite cantral to 
moat indaatriaB of the nwdn world, have 
rendered the odstance of eoooomta of scale 
b indureri cs free alg nlflcant In fact in 
certain industries there are no economies of 
scale at all. It should, of course, be added 
that this proposition will hold good only for 
■ a select number of industries. If both these 
propositions are true, then fixing the MES 
at such unique and often enough at very 
high levels is tantamount to ending a capital 
barrier to entry (albeit only) in those in¬ 
dustries where economies of scale do not 
exist or are not significant enough. 1 This is 
because at such pre-detcrmined capacities, 
the cost of setting up/creating such plants 
is so high that only a few en tre p re ne ur s can 
enter, that too only with the support of 
public financial institutions. It is easier for 
existing units to expand to such capacities 
than for a fresh unit to come upi This would 
mean persistence of concentration in already 
concentrated sectors. In other words, this 
policy of across-the-board delicensing 
coupled with fixing capacities at pre¬ 
determined levels are bound to be contradic¬ 
tory and it will not result in any significant 
increase in competition among firms. 

The second aspect of barrier to entry is 
th e rep ealing of certain provisions of the 
MRTP Act which deals with the growth of 
large business houses. The act which was 
promulgated in 1970 was supposed to pre¬ 
vent concentration of economic power 4 by 
keeping a check on the relative growth of 
what is called ‘MRTP undertakings’. There 
are essentially two types of undertakings 
which fell under this category. While the 
criterion for defining the former is based on 
assets held by a single large undertaking 
alone or together with its inter-connected 
ones, the latter one is based on an asset cum- 
markrt share of an enterprise alone or 
together with its inter-connected ones. 

The reladre importance of these two types 
of undertakings can be obtained from 
"Bible 4 which maps out the distribution of 
enterprises registered under the act according 
to the two criteria. 


Tabu 2: CONGBKraAnoNLevnumSmgcno 
Industries, 1976-1983 

(Based on Four-Firm Concentration Ratios) 


Product Category 

1976 

1983 

Chnngt 

Acrylic fibre 

100.00 

100.00 

OjOO 

Newsprint 

100.00 

100.00 

M9 

Pig iron 

100,00 

100X0 

OM 

Jeeps 

100.00 

100.00 

M0 

Motor cycles 

i 00.00 

97.00 

-3.00 

Cars 

100.00 

100X0 

0X10 

Three-wheelers 

96.00 

93.00 

-3.00 

Malted foods 

98.00 

97.80 

-0J0 

Cigarettes 

96.30 

95.70 

-0.60 

Commercial vehicles 

93.40 

95.00 

1.60 

Soaps 

85 70 

94.00 

8.30 

Soda ash 

100.00 

91.20 

-8.30 

Polyester staple fibre 

100.00 

89.70 

-10.30 

Boilers 

80.20 

87.70 

7.50 

Milk, baby products 

78.60 

84.30 

5.70 

Nylon industrial 

yarn 

100.00 

84 JO 

-15.80 

Detergents 

88.40 

82.00 

-6.40 

Dry cells 

66.10 

80 JO 

14.10 

Viscose fibre 

69.00 

79.90 

10.90 

Ball/roller bearings 

75.60 

74.30 

-U0 

Cement machinery 

88.60 

72 50 

-16.10 

Dyes 

75.10 

71.70 

-3.40 

Polyester fibre 

88.30 

71.60 

-16.70 

Electric motors 

43.10 

68.10 

2000 

Nylon fibre 

82.00 

64.50 

-17.50 

Auto tyres 

35.80 

61.10 

25 JO 

Auto tubes 

50.70 

60.20 

9.30 

Agricultural 

machinery 

54.00 

56.10 

2.10 

"textile machinery 

42.40 

53.40 

11.00 

Chem,'pharmaceutical 

machinery 

42.30 

52.50 

10.20 

Cement 

59.60 

41.20 

-18.40 

Vanaspati 

26.10 

29.90 

3.80 

Paper products 

42.50 

28.70 

-13.80 

Jute textiles 

17 40 

25.00 

7.60 

Drugs, 

pharmaceuticals 

20.70 

18.40 

-2.30 

Steel pipes, lubes 

34.40 

16.10 

-18.30 

Ferrous, castings. 

forgings 

25.50 

13.00 

-12.30 

Sugar 

3.60 

6.70 

3.10 


Source: World BitnSc. India, Industrial 
Regulatory Policy Study , Volume 1, 
Main Report. 1**86. p 36. 


Table 1: Actual and Taxcetep Kales or Growth or Incwsiwai. OirtPin 


Han Period 

"terget 

Actual 

Deviation in 

Per Cent 

Fint Plan (1951-56) 

... 

7.’ 

— 

Second Plan (1956-61) 

8 3 1 

6.6 

- 25.75 

Third Plan (1961 1966) 

11.1* 

90 

-23.33 

Fourth Plan (1969-74) 

8 to 10 

4.7 

-91.49 

Fifth Plan (1974-79) 

7.0 

5.9 

18.64 

Sixth Plan (1980-85) 

8.0 2 

6.4 

-25.00 

Seventh Plan (I985-90) 3 

8.0 

8.5 

+ 5.88 

Notts'. I Envisaged increase in index of industrial production. 


2 Average rate of growth for the first four years of (he plan. 

3 The taiget for the Sixth Plan as given in the Seventh Plan document, honeves; is 7 per cent 
Sourer. Adapted from Rakesh Mohan and Van dans Agarwal, ‘Comments and Controls: Plan¬ 
ning for Indian Industrial Development, 1951-1990’, Journal of Comparative Economics, 
Vol 14, 1990, p 704. 
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It it seen that a Uoo’i share of the MRTP 
undertakings has come into its fold based 
on their assets. The act has not all been suc¬ 
cessful in Identifying companies according 
to their market share and this is one of the 
main reasons as to why despite the existence 
of the act, the four-firm concentration ratios 
have been particularly high in a number of 
industrial s ectors (as seen already in Thble 3). 

These MRTP companies have to obtain 
prior permission Dram the government 
before they can (a) expand their existing 
capacity (section 21 of the act); (b) establish 
a new undertaking (section 22); and 
(c) merge, amalgamate or rake over of 
another undertaking (section 23). In order 
to secure this permission they have to first 
apply to the department of company affairs 
(DCA) who will then based on some 
criterion, 7 either forward such applications 
to the MRTP Commission or decide the ap¬ 
plications on its own. Even if the applica¬ 
tions were to be referred to the commission, 
its role is merely “advisory’ and the govern¬ 
ment reserves the right to either accept or 
reject its advice on such matters. 

In short, in executing its main objective 
of preventing concentration of economic 
power, the commission, which is the main 
instrument for operationalising the act, has 
been ««* j g twl only a minimal role. This 
aspect will further be dear from the relative 
share of proposals which have been refer¬ 
red to the commission from the total pro¬ 
posals under the three major growth areas 
received from the MRTP companies by the 
DCA (Thblc 5). 

Ihbie 3 is very revealing. Less than 1 per 
cent of the cases has been referred to the 


Table 3: Shake or Industrially Deveiopfd 
States in Total Licences Issued 


for 

Ibial No of 
Licences Issued 

O! which Issued 
to Industrially 
Developed States 

1974 

1099 

560 (50 96) 

1975 

1027 

568 (55.31) 

1976 

662 

343 (51.81) 

1977 

518 

282 (54.40) 

1978 

348 

198 (56.89) 

1979 

365 

215 (58.90) 

1980 

475 

252 (53.0ft) 

1981 

476 

257 (53.99) 

1982 

432 

232 (5J>70) 

1983 

1075 

433 (40.28) 

1984 

905 

400 (44.20) 

1985 

985 

43> (43.76) 

1986 

618 

264 (42.72) 


Notes: 1 Industrially developed states are 
Maharashtra, West Bengal, Gujarat 
and Ihmil Nadu which together 
account for over SO per cent of the 
manufacturing value added. 

2 Figures in brackets indicate percen¬ 
tage share of the total. 

Sourer. Handbook of Industrial Statistics, 
Office of the Economic Adviser, 
Ministry of Industry, Government of 
India, New Delhi, 1987, pp 111-17. 


commission and absolutely no references to 
it have been made since 1984. From the 
evidence presented it is abundantly dear that 
the MRTP Act has never been implemented 
seriously. The coramissioo had a minimal 
role and, a number of important aspects like 
the definition of concentration of economic 
power, the criterion for deciding the cases 
to be referred to the commission, etc, have 
been kept quite vague The net result has 
been very logical: an increase in both ag¬ 
gregate and disaggregate concentration in 
the industrial sector. Aggregate concentra¬ 
tion ratio defined as the ratio of assets of 
the top twenty business houses to assets of 
the entire private corporate sector has in¬ 
creased from about 6I.4S in 1972 to about 
71 in 1983.' As far as disaggregate concen¬ 
tration is concerned it is, we had seen in 
Thble 2 it has indeed been quite high. 

It is thus abundantly clear and not too 
unreasonable to assume that the M RTP Act 
has failed miserably in carrying out its 
primary objective of reducing concentration. 
As seen above this has been primarily 
because the government never armed it pro¬ 
perly. The act has literally existed only on 
paper which through the NIPS has been 
done away with altogether. 

The second major objective of the act has 
been to prohibit monopolistic, restrictive 
and, after a recent amendment, unfair trade 
practices or, in other words, the market 
behaviour of all kinds of enterprises and not 
just monopoly undertakings. Here too the 
performance of the act has been quite dismal 
because its punitive powers have been 
limited, because of which most erring com¬ 
panies have continued with their old prac¬ 
tice. it should of course be added that the 
activities of the commission in this sphere 
seems to have gone some way towards mak¬ 
ing the consumers aware of their rights. The 
NIPS seeks to strengthen this aspect of 
MRTP Act further. This attempt should very 
clearly manifest itself in the form of bestow¬ 
ing punitive powers on the commission and 
freeing it from the crucial legal wrangles (to 
the extent possible). But the NIPS is far too 
unclear along these lines. 

Now that the mayor objective of the 
MRTP Act has been given up, one wonders 
what institutional mechanism that the 
government is contemplating to introduce 
“to abolish the monopoly of any sector or 
any individual enterprise in any field of 


manufacture... and open all manufactur¬ 
ing activity to competition” In fact, to pro¬ 
mote competition and check concentration 
a mere delicensing will not be of much help 
because of the policy cm MES, a huge 
number of manufacturing industrial sectors 
will continue to remain concentrated as ever 
before 

in the light of the arguments presented 
above we are not all that dear whether the 
NIPS has really reduced the height of the 
barriers to entry in the Indian manufactur¬ 
ing sector. , 

We now turn our attention to the second 
component, viz, direct foreign investment 
and the policy on technology imports. 

Ill 

NIPS and Foreign Collaborations 

There are essentially two broad types of 
foreign technical collaboration; the former 
involves participation in the equity of the 
host company by the collaborator and the 
latter one merely a technology licensing 
agreement between the two companies. The 
conditions governing the acquisition of both 
technology and capital have been eased in 
the NIPS. We discuss first the implications 
of the conditions governing the acquisition 
of foreign capital and thereafterwards, hocu¬ 
sing agreements. 

Conditions Governing Foreign 
Direct Investment (FDI) 

. At the outset it is essential to clarify the 
concept of FDI, 9 as there are considerable 
variations in its definition across various 
countries. In India FDI is defined 10 as in¬ 
vestments in: 

(i) Indian companies which are sub¬ 
sidiaries of foreign companies; 

(ii) Indian companies in whidi 40 per cent 
or more of the equity capital is held 
outside in anyone country; and 

(iii) Indian companies in which 23 per cent 
or more of the equity capital is held by 
a single investor abroad. 

The former set of companies are called 
branchcs/subsdiaries of MNCs while the 
latter two sets are called foreign controlled 
rupee companies (FCRC). 

Though there were exchange control 
restrictions in India since the passage of the 
Foreign Exchange Regulation Act, 1947, 


Tabi f 4. Distribution of Companies Rboistered under MRTP Act according to 
Assets and Market Dominance 


Nature of Registration 

As on 
31/12/8i> 

As on 
31/12/88 

1 Number of enterprises covered exclusively under the asset 
criterion 

2 Number of enterprises covered exclusively under the market- 
share (dominance) criteria 

3 Number of enterprises which come under both the criterion 

1226 (92.81) 

34 (2.57) 
61 (4.62) 

1561 (92.04) 

73 (4.30) 
62 (3.66) 


Notes : Figures in brackets indicate percentage share of the total. 
Sourer Annual Report, MRTP Act, various issues. 
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regulation of FDI «u made explicit only 
since the enactment of a more comprehen- 
tive FERA in 1973. Aa per the provisions 
of this act, tbe foreign equity bolding in any 
Indian company should not exceed 40 per 
cent. There woe of course exceptions to this 
general rule: investment can also be made 
with, repatriation rights up to 74 per cent 
of equity (without any minimum limit), pro- 
vided the industry is export-oriented or is 
in the core sector. Later to provide more flex¬ 
ibility, the government decided to introduce 
a level of 31 per cent. This level of foreign 
equity was permitted in cases where the com¬ 
pany had a turnover of at least 60 per cent 
in core sector activities and exported at least 
10 per cent of their output. In the extreme 
cases of 100 per cent export-oriented units, 
the foreign equity share could even increase 
to 100 per cent. In addition to prescribing 
these limits on foreign equity participation, 
the government at various points of time 
beginning 1969 published four lists of in¬ 
dustry groups spedfing the roles allotted to 
foreign capital in each group. The details of 
these lists are as follows: 

(i) the first list enumerated industries 
where foreign investment would be 
permitted with or without technical 
collaboration, 

(ii) the second list consisted of those where 
only foreign technical collaboration a^l 
not investment would be permitted, 

(Hi) the third list comprised those where no 
foreign participation, neither financial 
nor technical, would be considered 
necessary, and 

(iv) the fourth was mainly an exception to 
the above and consists of a list of 19 
priority industries in basic and in¬ 
termediate goods where foreign invest¬ 
ment above 40 per cent was permitted. 

The NIPS 91 has simplified these various 
tiers of regulation by publishing a list of 34 
brood industry groups (spread over 103 in- 

Table 5: Relative Share of cases Referred 
to MRTP Commission by Central 
Government in Total Number 
of Cases 


War 

Tblal No of 

Of which No of 


Proposals 

Proposals Ref- 


Received under 

erred to the 


Sections 21, 22 

MRTP 


and 23 of the 

Commission 


Act by the DC A 


1979 

1639 

3 

1980 

184 

6 

1981 

250 

6 

1982 

274 

8 

1983 

283 

7 

1984 

347 

4 

1983 

325 

Nil 

1986 

392 

Nil 

1987 

NA 

Nil 

1988 

332 

Nil 


Sourer. Annuo/ Report, MRTP Act, various 
issues. 


dustries) srbere direct foreign invetmem up 
to 31 per cent of the total equity is allowed 
without any prior pcnnWoQ. TUs list con¬ 
sists of high priority industries mainly in tbe 
manufacturing sector but i ncluding hotel 
and tourism related industries also. Luxury 
consumer durables which are still under the 
regime of industrial licensing are not covered 
in the above list. In short, tnc NIPS makes 
out a concerted effort to bring in more FOl 
into the industrial sector." 

The rationale for this more transparent 
policy on FDI can be traced to at least three 
reasons: (i) FDI would bring attendant ad¬ 
vantages of technology transfer, marketing 
expertise and introduction of modern 
managerial techniques; (ii) FDI would bring 
in new possibilities for promotion of 


exports; and (iii) FDI would attract substan¬ 
tial investment. 

'Ne can evaluate each of these time highly 
optimistic objectives of such a free attitude 
towards FDI and we start discussing these 
in the reverse order. 

The first proposition is that FDI would 
bring in substantial investment flows in to 
tbe country's industrial wu«h ti«hinwi» This 
proposition can be tested against two 
grounds. First, against the past trends in 
such flows especially during the I960* when 
we had a freer attitude towards foreign 
investments and second against the back¬ 
ground of global changes in the sectoral 
distribution o» FDI (lows 

We have seen above that FDI refers to 
investments on: (a) branckcs/tabtkliarics of 



Tmue.6- 

Gross and Nf r Ini lows <n l 1)1 

INTO INPI s 

(R,\ crvrr at currem pnees) 

Year 

Gross Inflow' of which, 

Gro.c. 

Net 


Nei 1 ending 
h\ Parent 
t unipany lo 
Its Indian 
Afliliale 

Re Invested 
Earnings 

fresh Equity 
Capital 

!n (low 
(I (-24 1) 

inflow 


0) 

12) 

(3) 

(4) 

(3) 

-- - - -- 

— 

~ .. 

■ - - - 

- - 

--- 

1964 65 

' 1 

20 4 

22.4 
(20.21 1 

44 9 

i 4 )44 70 

1965-66 

( JIS 1 

18 8 

14 7 
(12 !l 

I 5 4 

(015 20 

1966 67 

( i o 

14 9 

10 70 

PU> 

!2 60 
(8 7) 

25 4 

14 >24.70 

1967-68 

1 ) 5 10 

!8 2 

25 7 

( r )?.4.80 

1968-69 

< - n <o 

17 80 
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( >65.60 

54.30 

5.80 

s *, 

i ir.se 

1978-79 

(->25.40 

57.50 

7 50 

39.rO 

( ( )2J.?0 

1979-80 

3 30 

63.10 

9 70 

76 14 

(■ >68.50 

1980-81 

NA 

NA 

S0.87 2 

N ,T 

NA 

1981-82 

NA 

NA 

62.81 2 

N\ 

NA 

1982-83 

NA 

NA 

61 87 2 

NA 

NA 

1983-84 

NA 

NA 

112 76* 

NA 

NA 

1984-85 

NA 

NA 

126.0b’ 

NA 

NA 

1985-86 

41.00 

185 


NA 

NA 

1986-87 

49.00 

100 

77 00 

226.00 

NA 

1987-88 

NA 

249 


NA 

NA 


Notes: 1 Figures in brackets indicate the non-cash component of the inflow under equity. 

2 These are approved foreign investment or flows which w inclusive of non-resident 
investments. 

Source: Sunil Mani and P Nandakumar, Aggregate Net Private Mows into i.'dia: Foreign Direct 
Investment!: vis-a-vis Private Loans/Credits, Centre for Devdopmen' Studies, Trivan¬ 
drum, 1991 (Forthcoming), mtinea 


* 60 KWk tuitf Political **ridy /»gM*», 1992 IMF 
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foreign multinational companies operating 
in India; and (b) foreign controlled rupee 
companies. The flow of FDI during a 
specific period would therefore include: 

(i) net lending fay the parent company to 

its affiliate; 

(ii) reinvested earnings, and 

(iii) fresh equity capital. 

The relative importance of each of these 
three components are mapped out in Table 6. 

We see that, of the three components the 
most important one is reinvested earnings 
of easting foreign controlled enterprises. In 
fact, fresh equity inflows especially in cash 
form is very limited especially in the period 
up to early 1970s. It has shown a massive 
increase since 1981-82. However, one should 
add a caveat to the above data. The data on 
fresh equity inflows during 1980-81 through 
1988-89 refer only to approved investment 
flows (excepting 1986-87) and not actual 
investments. Second these approved flows 
are inclusive of portfolio and NRI invest¬ 
ments. One should not therefore, strictly 
speaking, analyse its level over time but 
should be used only as broad indicator of 
investment intentions, in any case, though 
there has been some increases, the fresh 
equity inflow, form only small portion of 
the total equity raised by private sector units 
from the domestic capital market (Ikhle 7). 

Based on past trends we cannot say* that 
FDI should be looked upon as a means of 
obtaining substantial investment inflows into 
our domestic corporate sector. But then it 
can be argued that fresh foreign equity 
inflows have been very low because our 
policies have not been particularly favour¬ 
able and therefore such equity inflows dur¬ 
ing a period of restrictive regime cannot be 
used as an indicator of future trends. But 
then we argue that given the sectoral 
distribution of FDI inflows in the 1990s, the 
equity inflows into India may still not be 
very large. This point can further be 
amplified below. 

It is increasingly seen that FDI accounts 
for the single largest source, accounting for 
about 35 per cent (1989) of the aggregate 
long-term net resource flows to developing 
countries as a whole: 12 However, there is 
considerable concentration in such FDI 
flows: during the 1980-85 period, 18 coun¬ 
tries and territories (this exclude India) ac¬ 
counted for 86 per cent of the flows of FDI 
to the developing countries. 13 Second, an 
analysis of the sector-wise distribution of the 
outward stock of FDI of selected developed 
market economies in the 1980s showed that 
the share of services in the outward stock 
has increased substantially in all those coun¬ 
tries. 14 Thus, the service sector in general 
and banking and financial related services 
have been one of the predominant recipients 
of FDI. The NIPS has not made any pro¬ 
nouncements regarding Ubenlisatioo of our 
service sector (excepting hotels and tourism 
related services). In fact available pubfic pro¬ 
nouncements also tend to suggest that the 
fowrnment does not have any plans to open 


up the banking related services sector to 
FDI. This is primarily because the net 
foreign exchange inflow into the service sec¬ 
tor is likely to be the lowest compared to the 
other sectors. 

So, based on the arguments presented 
above it can reasonably be concluded that 
our policy of FDI may not bring in substan¬ 
tial foreign investments. 

The second objective of having a freer 
attitude towards FDI is that it would bring 
in new possibilities for promoting exports. 
There are a large number of studies, that are 
now available comparing the carport inten¬ 
sities (defined as percentage share of exports 
to total sales) of foreign controlled and local 
controlled enterprises. A detailed survey of 
the studies on the relative export perfor¬ 
mance of domestic and foreign companies 
has reached the conclusion that “where 
foreign firms export a higher proportion of 
their output than local firms, this m«y simp¬ 
ly reflect the fict that foreign Investment was 
only permitted where a huge share of out¬ 
put was destined for foreign markets’’. 13 
One of the most recent of such studies on 
India [Nagesh Kumar, 1990], after a careful 
analysis of foreign and local firms in Indian 
manufacturing nave reached the conclusion 
that there is no statistically significant dif¬ 
ferences in the export performance of 
foreign controlled enterprises and their local 
counterparts. Not only are the export inten¬ 
sities for there foreign controlled enterprises 
quite low, the foreign exchange balance of 
there e nte rprises have also been negative. We 
adduce some evidence on this count during 
the 1980s when the FDI inflows hare reached 
a peak as a result of various liberalisation 
measures (Ihbie 8). 

We do not have comparable data on 
Indian controlled private enterprises. 
However, it is seen that in the 1980s which 
has been a period of liberalisation and 
export promotion, the export intensities have 
been virtually stagnant at about 5.90 per 
cent Second the net foreign exchange earn¬ 
ings have been negative all throughout im¬ 
plying therefore relatively larger outflows 
rather than inflows. It has abo shown an in¬ 
creasing tendency (with the exception of 
1984-85) during the period. 

Low export intensities are partly explain¬ 
ed by the fact that the propensity for a firm 
to export rather than tell in tire domestic 
market depends to a large extent on the 
relative profitability rates of exports to 
domestic sales. During the earlier regime of 
protected markets the profitability rates in 
domestic sales was considered to be higher 
than exports and therefore both foreign and 
Indian firms pre fer re d to reU in the do m e rte 
market. Even in the liberalised regime, as 
seen in section II, we are not sure whether 
the degree of competition between firms mid 
a fall in the profitability rates in domestic 
sates wfll result. So whether export lateatilics 
can increase would crucially depend oo 
whether, as a res ult of d ritemi l ng and 
removal of MKTP controls, doraertle com¬ 


petition between e n terp ris es wfll incraaw. 
Since we had argued that this is quite doubt-, 
fill and remote, it is not likely that export- 
intensities of foreign enterprises are Hfcety to 
show an increase in the yean to come, So 
it is quite doutxfiil that incmaeed FDI wouldl 
result in promotion of Indian exports. 

The third objective of welcoming FDI to 
linked to the het that by giving a higher 
degree of control over ownership and 
decision-making would entice the foreign 
collaborator to part with more state-of-the- 
art technology. We do not yet have large 
number of caw studies which would allow 
us to generalise that in a given industry the 
major innovations or technological im- 

Table 7: Fresh Foreign Equity Inflows 
visa khTotal Equity Capital Raised in the 
Domestic Market 

(Rs cron) 


Year 

Fresh Foreign 
Equity Inflows 

Total Equity 
Raised in the 
Domestic 
Market 

1981-82 

62.81 *(20.59) 

305.0 

1982 83 

6I.87*(23.89) 

259.0 

1983-84 

I12.76*(29.52) 

382.0 

1984-85 

126.06*(34.72t 

363.0 

1985-86 

I06.95*(l 1.91) 

898.0 

1986-87 

77.0(7.64) 

1008.0 

1987-88 

239.76*(21.73) 

1103.0 

1988-89 

3I6.66*(31.!7) 

1016.0 

Notes. 1 * 

These are approved investment in- 


flows and not actual inflows. 

2 

Figures in brackets indicate percen- 


tage share of foreign equity in total. 

Sources. 1 Thble 6. 


2 State of Capital Market, 1989-90, 


Securities and Exchange Board of 


India, Bombay, 1990, p 5.22 

1 

1 Reserve Bank of India Bulletin, 


May 1991 


Table 8: Export-Intensity 1 

AND NtTfoREIGN 

Exchange Inflow 2 of Foreign Controli ed 


Enterprises 

Year 

Export Intensity 

Net Foreign 


(in per cent) 

Exchange Inflow 


(Average per 
firm m Rs crore) 


1980-81 

5.50 

-0.06 

1982-83 

6.15 

0.30 

1983-84 

5,76 

- 0.32 

1984-85 

6.3v 

-0.08 

1985-86 

6.24 

-0.38 

1986-87 

5.82 

-0.78 


Notts: 1 Export-intensity is defined as percen¬ 
tage share of exports in total net sales 
of an enterprise, averaged over the 
number of enterprises (i e, FCRC). 

2 Net foreign exchange earnings per 
enterprise « Totalforeign exchange 
earning:,— total foreign exchange 
payments, divided by number of 
enterprises. 

Source-. Computed from Reserve Bank of 
India Bulletins, August 1984, June 
1988 and August 1991. 




provements are effected more by a foreign 
company rath r than by an Indian one The 
few industry-specific studies that are 
available provides evidence to the contrary, 
that it is the pure Indian companies that are 
more innovative. 16 

The major facet of technological changes 
in most industries now is that the duration 
of the product cycle has been considerably 
reduced. Consequently, it is perhaps easier 
to obtain modern technology (which may 
not exactly be state-cif-the-.ut) much more 
quickly than ever before. Bu' it is not exactly 
dear whether that can be obi lined without 
increasing the share of foreign equity One 
could obtain modern technology even with 
licensing agreements in which the foreign 
collaborator does not have any share in the 
equity of the domestic company. For this one 
has to relax the conditions on purchasing 
technology through licensing agreements. 
This has been attempted in the NIPS The 
major policy changes envisaged are that of 
tbe wo components of the pt ice •>» purchas¬ 
ing disembodied technology tiuough been 
ting agreements, the loyalty rate (which is 
the first component) has been retained at 5 
per cent and 8 pet cent respectively for 
domestic and export sales respectively, but 
made net of taxes Hitherto, they have been 
gross of what is known as withholding tax 
of 30 per cent of the actual royalty outgo 
and this tax was supposed to have been paid 
by the foreign collaborator But iu actuality, 
the collaborator used to force the host com¬ 
pany to pay the withholding taxes. So what 
the NIPS has proposed is basically a legisla¬ 
tion of a noi-so-lcgi.1 practice that has been 
in vogue for quite some time. The duration 
of the royalty payments have been increased 
from five yean >o seven years Second, the 
limit on the other roam component, via, 
lump sum payments have been hiked to Rs I 
awe from an earlier combined toyaitycum- 
lump sura payment ceiling o! Rs 50 lakh 
(gross of taxes). The NIPS ts silent as to 
whether the lump sum payment loo ts net 
of the withholding tax (which used lo be 50 
per cent earher). The second major change 
is that the government earlier had a 

‘negative' list where foreign technical col¬ 
laboration was not allowed at all. This list 
has been abolished and a new list publish 
ed (same as the one where a hike in foreign 
equity up to 51 per cent is given automatic 
approval) where foreign technical collabora¬ 
tion agreements which fulfil the above con¬ 
ditions are given automatic approval. The 
list is supposed to contain, by and large, hi- 
tech basic, capital and intermediate goods 
where no local commerciahsable tech¬ 
nologies arc available. This policy on 
technology collaboration agreement may not 
adversely affect domestic in-house R and D 
efforts because in any case domestic 
R and D is primarily directed towards adap¬ 
ting previously impoited technologies. Very 
rarely does the Indian corporate sector 
iodulge in the kind of in-house R and O that 
results in tbe release of new products and 


processes. In other words large sections of 
the industrial sector is to remain tech¬ 
nologically dependent with foreign firms. 
The rhetoric of growth with technological 
self-reliance has, refreshingly, for the first 
time not been invoked in the NIPS. 

Thus in this section we have seen the im¬ 
plications of foreign collaborations arising 
out of the NIPS. We now analyse the im¬ 
plications of the privatisation measures en¬ 
visages! ui the NIPS in the next section. 

IV 

NIPS and Privatisation 

At the outset it is essential to clarify the 
concept of privatisation as the term has been 
used in various ways in the literature 
Privatisation, in a loose sense is a way of 
altering the relationship between state and 
the private sector in enhancing the role of 
the private sector There are at least three 


discernible connotations of it. 17 They are 
(i) denationalisation which involves chang¬ 
ing the ownership of public sector assets 
to private sector This may either be par¬ 
tial or full so that some of the activities 
of the former enterprise may be hived 
off or some or even the whole of the 
company's equity may be sold; 

(ii) deregulation or liberalisation which in¬ 
volves opening up of areas or sectors 
which were hitherto reserved exclusively 
for the public sector; 

(tii) contracting out which involves franchis¬ 
ing to private firms the production of 
goods and services which are under the 
financial control of the government. 

Much of tbe discussions on privatisation 
has narrowly come down to equating it with, 
the first variant of it, viz, the sale of assets 
or off-loading of a portion of the equity of 
a going public sector concern to private 
investors 


T sRi e 9- Tklnds in Industrial Economic Pot k v in 1980s in Sh f.i rf r> Nations 


Country 

Nationali¬ 

sation* 

Reform Announced' 1 

Trend in 
Market 
Orienta¬ 
tion of 
Industry 

1 Argentina 

1946 

Sell SOEs. 1986 

. + 

2 Hangladfsh 

1971 

f ell SOEs, 1982 

+■ 

3 Brazil 

1940s 

Sell SOEs. 1983 

+ 

4 Egypt 

1961 


0 

5 India 

1956 

Liberalisation, Deregulation, 
1985 onwaids, partial 
privatisation, 1991 

+ 

6 Indonesia 

1957 

Promote POEs, 1980s 

f 

7 Mexico 

19s(>s. 

Sell SOEs. S985 

+ 

8 Nigeria 

1960s 

Sell SOEs. 1986 

+ 

9 Paki'lan 

1972 

Liberalisation, Deregulation, 
1985 onwards 

4 

10 Philippines 


Sell SOEs. 1986 

f 

tl Peoples Republic of China 

1953 

Permit POFs, 1983 

4 

12 lhjiland 

-- 

Sell SOEs. 1980s 

4- 

! 1 I urktry 


Sell SOEs, 1985 

4- 

!4 t billed Kingdom 

1960s 

Sell SOEs, 1979 

4 


iVoifi I Includes both partial and-total nationalisation of (he industrial sector. 

2 SOCs - State-owned enterprises; POEs - Privately owned enterprises. 

Source Adapted from Elliot Berg, •Privatisation: Developing a Pragmatic Approach’, Economic 
Impact, No 57, 1987 

1 mu 10: Ocm.i i snots in Indian Pubi it Sf.ctor BNfERt'Ri.st.s 

-—- t - ■ - .. . . . . . . . •• 1 . . * . . 

Industries which are Still Major Industry Groups which 

Rescued Exclusively for the Public Sector Stand Deregulated 

1 Arms jin! ammunition and allied Hems 

nt 1 Iron and steel 

delencc equipment, defence aircraft and 
war ships 

2 Atomic eneigv 2 Heavy castings and forgings of iron and 

steel 

5 Coal and lignite 3 Heavy plan: and machinery 

4 Mineral oils 4 Heavy electrical plant including large 

hydraulic and steam turbines. 

5 Mining of non oie. manganese ore, 5 Aircraft 

chrome ore, gypsum, sulphur, gold and 

diamond * 

6 Mining of copper, lead, zinc, tin molybes 6 Air transport 
and wolfram 

7 Minerals specified in the schedule to the 7 Shipbuilding-merchant ships 
atomic energy (control of production and 

use) order, 1953 

8 Railway transport 8 Telecom equipment (switching, transmis¬ 

sion and terminal equipment) 

9 Elec tricity generation and distribution. 

Source: Annexure 1, New Industrial Policy Statement, government of India, July 24, 1991. 
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Though there art several imho* tor 
privstisattae, the major rationale for it la 
baaed oo the fact that private aector enter¬ 
prises ate mote profitable than jwblk sec¬ 
tor oaea notwithstanding the foct that auch 
comparative studies are fraught with revere 
empirical difficulties. 1 * Second public aec¬ 
tor deficits have been marine deep deny into 
the government*! budgets. Privatisation 
policies are therefore in progreaa the world 
over in tome variant or other flhbk 9). 

So the trend towards privatisation (of the 
deregulation variety) occurred in India 
around the mid-1980a. The NIPS hai pro¬ 
posed two kinda of privatisation, deregula¬ 
tion aa well aa denationalisation. If one ac¬ 
cepts the view that ownership does not really 
matter in explaining the performance of a 
firm, then privatisation of the latter variety 
is preferable and this seems to be the domi¬ 
nant view in NIPS. We discuss each of these 
two components of privatisation below: 

Deregulation 

Many areas which were hitherto reserved 
exclusively for the public sector have been 
opened up for investments by the private sec¬ 
tor. The exclusive list of industries which 
were meant only for the public sector was 
pared down front 17 to a mere eight industry 
groups flhble 10). 

Most of the industries deregulated have 
been further deiiccuscd and opened up for 
FD1. This way of privatising is quite 
welcome as it would result in more competi¬ 
tion between firms (between existing public 
enterprises and the new private enterprises 
that may enter consequent to the deregula¬ 
tion). This is because it is increasingly shown 
that public ownership is not inherently less 
efficient than private ownership and that 
competition rather than ownership perse is 
the key to efficiency. 19 
Partial denationalisation 

The government has for the first time ai- 
tkailatfri on the first variant of privatisation, 
viz, selling a portion of the shares of going 
public sector enterprises. Though the NIPS 
is silent on the extent of equity to be sold, 
it is made dear in the union budget for 
1991-92 that about 20 per cent of the equity 
of certain selected public enterprises will be 
offered to the mutual funds, financial in- • 
stitutions, general public and workers. Ad¬ 
mittedly, the policy statement is silent on the 
details of such a sale like the list of such 
enterprises, the issue price; etc But it is ex¬ 
plicitly stated in the NIPS such a sale is bas¬ 
ed on the desire to raise resources rather than 
to improve performance of public enterprises 
through privatisation. 

If raising resources is the prime reason for 
such a sale; then the government can think 
in terms of selling only its most profitable 
enterprises, a majority of which indudes the 
petroleum companies, as there are likely to 
be no takers for the loss-making enterprises 
which are in any case natiohalised private 
sector companies. Second, the NIPS has also 
not spdt out how much of the shares that 


are being offered would go to the general 
public and workers and the price at which 
these shares are going to be offered. 

Under the circumstances, we can argue 
that the partial denationalisation that is en¬ 
visaged in the NIPS may not have any 
perceptible Impact on the future perfor¬ 
mance of these enterprises, as the shares are 
by and laige going to remain with public sec¬ 
tor financial institutions. 

The other explkitly stated measures in 
NIPS to enhance the performance of public 
enterprises, like professionalisation of the 
boards of the enterprises. Improving the in¬ 
terface between government and public 
enterprises through signing of memoran¬ 
dums of understanding (MOU), etc, depends 
very much on its successful implementation 
as these measures have been an integral com¬ 
ponent of the various earlier policy 
measurts/pronouncemcnts. 

V 

Concluding Observations 

We have thus seen that the NIPS is not 
ail that radical from earlier policy 
statements. The policy on delicensing, while 
a good step towards easing the legal barriers 
to entry may not in fact attract significant 
fresh entry in such large numbers that would 
lead to a fall in concentration ratios. This 
is because the erection of a capital barrier 
to entry have retained the height of the bar¬ 
riers to entry. While the MKTP undertak¬ 
ings stand abolished, the NIPS have been 
quite silent as to how the market conduct 
of enterprises is going to be regulated. 
Though the earlier MRTP Act has been 
relatively successful as a watch dog body 
regulating the conduct of firms it had very 
little power or control to enforce its ceiling. 
There is already a Consumer Protection Act, 
1986 which was enacted recently. Instead of 
duplicating different institutional 
mechanisms in regulating the behaviour the 
government needs to strengthen either the 
monopolistic restrictive and unfair trade 
practices of the MRTP Act or enlarge the 
scope of the Consumer Protection Act. One 
strong and alt encompassing mechanism is 
preferable lo a number of incomplete 
legislations. 

The NIPS has also not spelt out in what 
way the government would endeavour to 
reduce levels of concentration in very highly 
concentrated industries. It has also refrain¬ 
ed from clearly articulating on barriers to 
exit, excepting for some vague statements 
about a social security net to take care of 
retrenched labour. However, there is a very 
welcome aspect of the policy statement in 
that it has not delicensed a host of luxury 
consumer durables like TVs, white goods 
(refrigerators, washing machines, etc) where 
the profit rates are traditionally found to be 
very high. Otherwise investment may have 
flowed into such sectors at the cost of items 
of necessity leading to a very lopsided pro 
duction structure; But this danger appears 


to have been avoided due to the requirement,: 
of compulsory licensing for such industrial'''.;. 

Aj far as FDI is concerned we haw argued ,T ' 
that given the changes In the external <■> v 
vironment, we may not attract much FDI. t 
But relaxation of the controls oo the pries- 1; 
of purchasing technology through tfa> " l<l | 4 
agreements may in fact lead to aa bK 
discriminate import of technology thug - 
adversely affecting any future attempts 
towards technological setf-retiance. But that ; 
may have to be the price to be paid for > 
obtaining modern technology in a targe 
number of sectors. 

The policy on privatisation has two com- , 
ponents: deregulation and partial dean- 1 
tionalisation. While the NIPS has been quite 
clear on the former aspect, it has been quite 
vague on the latter. Deregulation which is 
a good policy oi subjecting hitherto 
monopolistic enterprise to an element of 
competition, is considered to be a better way 
of increasing efficiency than denationalisa¬ 
tion. The partial denationalisation has been 
designed more to raise resources than to im¬ 
prove performance. 

In conclusion, it should be added that the 
NIPS should be seen along with the union 
budget for 1991-92 and the statement on 
trade policy, to integrate the economy more 
with the international economy, to make 
Indian industries very competitive; both 
internally as well as externally. However, one 
is not sure whether the NIPS has really gone 
in that direction, l ike most government 
po'icy statements it too is full of rhetoric and 
vague statements and therefore subject to 
interpretation. In essence the discretionary 
role of the government in industrial plan¬ 
ning has not been reduced to any significant 
degree, as a consequence of this policy 
statement. 

|1 have benrfiied f.otn dccussious with D 
Narayana, K K Sndrahmaman, Mukesh 
Easwaran. i S GuUii and ihc participants of 
a seminar at CDS on the various ideas contain¬ 
ed in this paper The eirort and misinterpreta¬ 
tions, if any, arc entirely my responsibility.) 

1 For a rather good survey of our history of 

industrial planning sec KaXsih Mohan and 
Vandana Agarwal, ‘Commands and Con¬ 
trols- Planning for Indian Industrial 
Development, Journal qf Com¬ 

parative Fconoinia, Vo I 14, 1990, 
pp 681-7(2. 

2 See for instance, Woild Bank, India. 
Industrial Hegiitatary Pnlky Study, Volume 
1, Main Rcprvi, IWft. p 59. 

i See Sew Indusi-tal Policy Statement, 
government of India, New Delhi, July 24, 

1991, Annexure 111 

4 Sec ministry of industry, press note No 14, 
dated 3-6-88 

5 One such industry is the automotive tyre 
industry where the MES has been fixed at 
i .5 million tyres and tubes per annum. 1b 
establish a plant of that capacity the total 
project at current prices work out to about 
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Ra 400 aura for derate am tefJMssi, Tht 
ImUm Automotive Tyre Industry: A Study 
of Its Structure ami Behaviour 1936-1988 , 
unpubttibed PhD diiaertation, chapter 3, 
JtwahariaJ Nehru University, New Delhi. 
1991. 

6 The term concentration of economic power 
U not properly defined in the act. It is left 
rather vague. In fact it ha« been argued that 
the act has been hastily pushed through in 
1909 owing to political considerations. The 
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Re-Examining Role of Exports for Capitalist 
Industrialisation in Third World 

Case of Indian Machine Tools 


Enakshi Dua 

This article argues that the apparent inability of Indian manufacturers to penetrate the markets of advanced 
capitalist countries must be understood within the broader context of the politics surrounding the internationalisa¬ 
tion ofproduction. Through a case study of Indian machine tools’manufacturers between 1965 and 1985 the article 
examines the political dynamics underlying the loss of export markets in machine tools to South Asian NICs. 


RECENT studies of Indian exports have ig¬ 
nored issues related to the role of these ex¬ 
ports in the internationalisation of produc¬ 
tion. 1 Rather, recent analyses of exports 
have been preoccupied with the apparent in¬ 
ability of Indian manufacturers to compete 
in the world economy. The lack of success 
of Indian manufacturers in the international 
market has been attributed to factors asso¬ 
ciated with efficiency and competitiveness 
which in turn have been attributed to state 
policies. Furthermore, the ability to export 
to advanced capitalist countries has been 
used as an indicator of ‘successful* in¬ 
dustrialisation. Missing in these studies is an 
analysis of the political economy of Indian 
eeports to advanced capitalist countries. 

In this artide, I will argue that the ap¬ 
parent inability of Indian manufacturers to 
pe n etra t e the markets of advanced capitalist 
countries must be understood within the 
broader context of the politics surrounding 
the internationalisation of production. 
Through a case study of Indian machine 
tools manufacturers between the years 1965 
to 1985,1 will examine the political dynamics 
underlying the loss of export markets in the 
machine tools sector to south Asian NICs. 

I will argue that the apparent inability of 
Indian manufacturers tr export to advanced 
capitalist countries reflects their resistance 
to a particular type of integration into the 
international division of labour, a type in 
which Indian manufacturers were allocated 
sectors/products that were low-profit and 
technologically mature: Such an analysis of 
the political economy of exports brings into 
question the recent studies on machine tools 
and capital goods exports which attribute 
the loss of export markets to simply factors 
related to competitiveness. 

Studies on the export of machine tools 
have been dominated by concerns with com¬ 
petitiveness and efficiency. For example, the 
first studies on the export of capital goods 
from India used the evidence of exports of 
capital goods as an indicator of industrial 
and technological development [Singh, 1970; 
Lull, 1982, 1983, 1984]. However, the early 
euphoria over the exports of capital goods 
quickly evaporated as it became clear that 
Indian exports were unable to penetrate the 
markets of advanced capitalist countries. 
This was in contrast to South East Asian 
NIC* who were increasingly otporting to ad¬ 


vanced capitalist countries. 2 As a result, 
later studies asked why Indian machinery 
manufacturers were unable to penetrate the 
market of advanced capitalist countries. On 
this question, two themes emerged in the 
literature. 

The first theme attributes the inability to 
penetrate advanced capitalist markets to the 
inefficiency and technological weakness of 
Indian machine tools manufacturers, argu¬ 
ing that these factors lead Indian machine 
tools to be uncompetitive.’ In a 1988 study 
of the Indian machine tools industry, Mat¬ 
thews noted that “a more disturbing aspect 
of the industry’s growth performance has 
regard to ex pons” (p 2063). Matthews at¬ 
tributes the lack of export success to poor 
"research and development" and "equally 
important, .. .the operational efficiency” 
(p 2068). Suvrathan [1991] also argues that 
lack of technological excellen c e, and poor 
finish of the product together with factors 
such as lack of service; support, and market¬ 
ing structures have led to the low level of ex¬ 
ports of Indian machine tools. Thus, he 
argues that "Indian export of machine tools 
has been stagnating at an average annual 
level of Rs 24-25 crore until 1986 indicating 
the inability of the industry to achieve in¬ 
ternational competitiveness on a sustained 
basis” [p M-13]. Importantly, Suvrathan 
notes that "perhaps the basic reason for the 
poor performance of machine tools exports 
is the preoccupation of machine tools manu¬ 
facturers with the requirements of domestic 
user industries” [1991, p M-16], However, 
Suvrathan fails to develop the implications 
of this factor in his analysis. Thus, the first 
explanation of the apparent inability of 
machine tools manufacturers to export is the 
uncompetitiveness of their products. 

A second theme that emerges from these 
studies is that the lack of competitiveness 
(and therefore the small quantities of ex¬ 
ports) is due to inadequate state policies. 
Desai [1985] and others have argued that 
complex and cumbersome Mate controls over 
Indian industry made it to become uncom¬ 
petitive; and advocate for the liberalisation 
of state controls. In contrast, studies on 
South East Asian NICs have attAuted their 
exporting success to wdl designed industrial 
policies, especially those policies which 
allowed market forces to “get the prices 
right" [Balassa, I961]. 4 Recently, the IMF 


and the World Bank have advocated the 
‘Soqth Korean' model as a solution to India’s 
industrial problems, arguing that exposure 
to international competition would lead to 
mote efficient production within Indian in¬ 
dustry. Thus, the ability to export has been 
linked to market-oriented industrial poHcka. 

A similar link between exports, competi¬ 
tiveness, and state polices has beat made in 
the case of exports of Indian machine tools. 
In a comparison of firm performance in the 
production of machining centres in India 
and South Korea, Jacobsson and Edquist 
[1985] attributed the poor performance of 
Indian machine tools in the export market 
to the "structure of incentives following 
Indian state’s trade and industrial policies” 
arguing that "the combined effects of 'be 
trade policies and the high cost of local raw 
materials and components are some impor¬ 
tant reasons for the inward looking strategy 
of the machine tools industry” [p 2065]. 
Similarly, Suvrathan [1991] argued that "the 
government’s policies for the manufacture 
of machine tools and the factors affecting 
competition in the industry also influence 
the attractiveness or otherwise of Indian 
machine tools” [p M-I9], 

The limitation in these studies is that in 
making the link between state policies and 
competitiveness in the export market, they 
have ignored t e role of socio-political fac¬ 
tors. What has been ignored in these analy¬ 
ses are the forces shaping the interna¬ 
tionalisation of production, the reaction of 
different third world countries to these 
forces, and the reaction of local capital in 
third world countries. This paper will ex¬ 
amine the influence of these factors on the 
export of machine tools from India between 
the years 1960 and 1985. 

Political Economy of Exports to 

Advanced Capitalist Economies 

Several political economists have sug¬ 
gested that the increasing integration of third 
world industry into the international eco¬ 
nomy is due to the recurring crises of ac¬ 
cumulation in the centre, crises brought on 
by stagnant rales of increase in productivity 
[Lipietz, 1985], increases in wages and 
benefits [Frobd « al, 1982], or by the inter¬ 
nationalisation of capital [Matcueien and 
Tbrp, 1982]. Such crises have led to the 


BcotKmk and Political Weekly . August 29.1992 


M-95 



restructuring of production on the interna¬ 
tional level, where third world countries have 
been allocr-'ed the production of labour- 
intensive, technologically mature sectors/ 
products, and advanced capitalist countries 
have retained the pi eduction of technology 
as well as hi-tech, high profit sectors. This 
process will be rrfeired to as 'international 
restructuring’. 

In the case of the machine tools industry, 
international restructuring was initiated by 
the increasing competition foi international 
markets among firms located in advanced 
capitalist countries, especially the US and 
European markets. After the second world 
war, American and British firms dominated 
the international market for machine tools. 
However, by the mid i'**.-*, then dominance 
was rhidlen grri by Whs German anti Japanese 
companies, which began to take a larger 
Share of the international inaiket 5 
[DiFilippo, 1985}. Due lo increasing inter¬ 
national competition by 1V7'J, British firms 
had lost their dominance in international 
markets, and by 1980 American firms began 
to lose their dominant pot<tion in not only 
the internal ioiuil inarket, but also the US 
market.*’ 

The increasing competition for interna¬ 
tional markets was combined with recurring 
crises in profitability due to increasing 
labour costs and poor labour relations 
[Holland, 1989; Noble, 1977; National 
Economic Development Office, 1972]. The 
international machine tools industry also 
faced unprecedented low rates of increase in 
productivity. According to f>Filippo [1985] 
productivity in th- US machine tools in¬ 
dustry between 1967 and 1977 increased on 
an average ot 0.96 pet cent a year [p 62]. 
Sciberras and Payne calculated even lower 
rates of growth in productivity for the British 
machine tools industry [I98S. p 42]. 

These crises in capital accumulation in the 
international machine tools industry set in¬ 
to motion a process of restructuring the pro¬ 
duction of machine rooLs. This was parti¬ 
cularly the case in the production of stan¬ 
dard machine tools. Due to increasing labour 
costs, stagnant productivity growth rates and 
the emergence of more sophisticated CNC 
and NC machines, the production of stan¬ 
dard machine tools iri western countries had 
become 1 as profitable. Firms in advanced 
capitalist countries began to emphasise the 
production of high profit, highly sophisti¬ 
cated CNC and NC macliines. However, at 
the same time, there continued to be a strong 
demand for conventional machines. As 
prices for these machines were declining, 
profitable production required low wage 
labour. Thus, international firms began to 
examine ways to restructure their produc¬ 
tion. The British Machine Tbois Economic 
Development Council argued that “taking 
account the growing international specialisa¬ 
tion as a result of the growing importance 
of more sophisticated types of machinery in 
world trade, unports of general purpose 
machines are likely to account for 30 per 


cent of the total home consumption in 1972” 
[1970. p 6], 

One of major methods employed by inter 
national capital to restructure production 
was to incorporate the manufacturing capa¬ 
bilities of firms which had emerged in third 
world countries. In 1971, GATT introduced 
a Generalised System of Preference* (GSP 
Plan). This plan allowed third world firms 
to enjoy preferences against competitors in 
advanced capitalist countries for selected 
commodities. General purpose machine 
tools were, included in the list of com¬ 
modities eligible for duty-free treatment. 

In the initial years of international restruc¬ 
turing, Indian firms were especially attrac¬ 
tive to international capital. By 1965, India 
was one of the few third world countries 
which had acquired the productive capacity 
to produce most standard machine tools. 
This hnplied that international capital could 
avoid the capital investment required for off¬ 
shore production. Furthermore, as Indian 
productive capacity had been created on 
the basis of imported technology, Indian 
machine tools were especially attractive to 
international buyers as they were similar to 
those produced in the west. As a result of 
these two features, from 1965 onwards 
several international agencies attempted 
to reorganise Indian productive capacity 
towards international markets. 

In 1966-67, The US Aid Mission spon¬ 
sored a study of international trade in 
machine tools. The salient point of the study 
was to encourage India to export to developed 
markets machine tools that were designed 
specially for these markets through acquired 
technology. The authors of this report 
argued that (1) since the bulk of demand for 
machine tools was from advanced econo¬ 
mies, the orientation of Indian firms should 
be towards the markets of North America 
and Europe, and (2) these advanced econo¬ 
mies “demonstrated good demand for low 
price* and standard general purpose 
machines which India had the technical 
capacity to produce” [Dastur, 1969; p xvii]. 
The Mission Report recommended that the 
mod effective strategy for growth of Indian 
companies was a reorientation of their 
manufacturing programmes in order to 
make theii products technologically accep¬ 
table for the markets of advanced econo¬ 
mies. In order to achieve this tbe authors 
proposed that product development be 
undertaken to design machine tools for the 
US market which brought “home price ad¬ 
vantages arising out of lower labour costs” 
[Dastur, 1969; p 71], In order to effectively 
undertake such a strategy, the Minion also 
recommended the acquisition of know-how 
for designing and producing machines 
suitable for foreign markets. Thus the Mis¬ 
sion Report concluded that “with indigenous 
re-designing facility and liberal licensing of 
foreign know-how, Indian machine tools 
firms can meet the requirements of major 
export markets in advanced countries” 
[Dastur, 1969; p 5]. 


The US was not alone in iu desire to 
transform Indian productive capacity and 
cheap labour into inexpensive capital goods 
for its economy. In 1973-74, UNIDO spon¬ 
sored a seminar on machine tools industries 
in third world countries. The UNIDO of¬ 
ficers suggested that these countries under¬ 
take production of uni venal ample machines 
for international markets. Tbe officers iden¬ 
tified India as a country well situated to ex¬ 
port to advanced capitalist countries since 
it had achieved considerable progress in 
developing her productive capacity. 

West Germany also demonstrated con¬ 
siderable interest in Indian productive 
capacity. In 1968 West Germany initiated the 
Volbath nan, which was designed to pro¬ 
mote exports of Indian engineering goods 
to developed countries by providing tech¬ 
nical assistance and training to Indian 
engineers and sales personnel. In the same 
year the World Bank (IDA) discussed the 
possibilities of providing Indian firms with 
loans so that these firms could acquire the 
necessary technology to reorient their pro¬ 
ductive facilities for international markets 
[IMTMA Annual Report, 1967-68, p 11]. 
Between 1968-69 and 1985-86, similar pro¬ 
posals were put forward by British, Italian, 
French delegations. In fact, of the 36 
meetings between Indian and international 
agencies reported by IMTMA between 
1968-69 and 1985-86, 24 included discus¬ 
sions of exports from India. The motivation 
of international firms was most dearly 
stated by a representative of a British delega¬ 
tion of machine tools manufacturers in 
1979-80, “in view of the rising labour costs, 
British machine tools industry has been 
unable to make certain general purpose 
machines at competitive prices. In light of 
India’s technical skills, general purpose 
machine tools, accessories and casting could 
be supplied by India” [IMTMA, Annual 
Report. 1979-80. p 101. 

Thus, the crises in accumulation in the in¬ 
ternational machine toots industry led to the 
restructuring of production such that an in¬ 
ternational division of labour in the produc¬ 
tion of machine tools emerged. In this divi¬ 
sion of labour, third world countries were 
allocated the production of standard machine; 
tools, for which the small market in advanc¬ 
ed capitalist countries necessitated low wage 
labour for profitable production. At the 
same time; the production of the requisite 
technologies for these machines as well as 
the production of sophisticated and high- 
profits machines was retained in advanced 
capitalist countries. Due to these forces, 
Internationa] agenda began to encourage 
Indian manufacturers to reorient their 
productive capacity towards the markets of 
advanced capitalist countries. In the next 
section of this paper, I will examine the reac¬ 
tion of Indian manufacturers to the 
attempts to integrate Indian manufacturing 
capacity into an international division of 
labour. 
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Indian Manumcturers' Response to 
Exports 

Until 1965, Indian firms ignored the 
potential of export* to advanced capitalist 
countries After achieving political in¬ 
dependence in 1947, both the Indian state 
and the Indian capitalist class defined their 
primary task as establishing indigenous 
hegemonic control over the economy. In this 
context, the establishment of capital goods 
industries was paramount. 1 Development of 
the capital goods sector was seen as in¬ 
dispensable to a self-reliant economy, and 
was given priority in the Second and Third 
Five-Yfear Plans. In this context, both Indian 
capital and the Indian state placed little im¬ 
portance on the export of machine tools. 
This assessment was in part based on the 
calculation that Indian manufacturing 
capabilities were unlikely to compete with 
those of advanced capitalist countries. 

The first serious reference to export of 
machine tools was made in 1959-60 when 
manufacturers pointed out that ‘the export 
of machine tools is important with the alar¬ 
ming decline in foreign reserves" [IMTMA, 
Annual' Report, 195940, p 5]. It is dear that 
the motivation for export of machine tools 
was based on alleviating the recurring 
balance-of-payment crises rather than 
establishing a position in the international 
market In 196243 IMTMA reports “in light 
of the alarming rate of decline in foreign 
reserves, the manufacturers of machine tools 
are making strenuous efforts to export their 
latest type of machine tools to neighbour¬ 
ing countries in order to earn valuable 
foreign exchange” (IMTMA, Annual 
Report, 1962-63, p 3]. In organising exports 
Indian firms identified ‘semi-devdoped and 
underdeveloped neighbours' as the potential¬ 
ly lucrative markets [IMTMA, Annual 
Report, 1961-62, p 4]. In fact, at the pattern 
of exports began to shift in 1964, IMTMA 
reported this change with surprise: “while 
exports indude neighbouring xtuntries, they 
alio indude the traditional countries mak¬ 
ing machine tools” [1963-64: p 5]. 

While machine tools manufacturers view¬ 
ed exports as a way to alleviate foreign ex¬ 
change problems, it is dear that their 
primary orientation was towards establishing 
control over the indigenous market. Thus, 
IMTMA claimed that “with growing indi¬ 
genous demand for machine tools, it is a dif¬ 
ficult tuk to organise and build an export 
market for Indian machine tools [IMTMA, 
Annual Report, 1963-64, p 3]. And “the 
machine tools industry luis not been able to 
promote exports largely due to the foct it has 
to meet the demand at homeT [1965-66: p 7). 

After 1965, Indian manufacturers became 
more interested in exporting machine tools. 
The recession in the machine toots industry 
during the yean of 1965-67 made machine 
tools manufacturers aware of the limitationa 
of focusing exclusively on the internal 
market A survey of 112 member firms by 
IMTMA found that in the cornea of the 
recession and the ranking surplus capacity; 


50 per cent of units surveyed “realised the 
need for exports apd had undertaken some 
initiatives” [IMTMA, Annual Report, 
196647. p 9], Thus, IMTMA concluded that 
"lately machine tools manufacturers have 
been showing more a wareness of the need 
for exploring the export market for surplus 
production, due to slackness of demand in 
the home market” [IMTMA, Annual 
Report, 196647, p 3]. 

However, it is also dear that the increased 
interest of Indian machine took firms in the 
international market was only to alleviate the 
impact of a domestic recession. Indian firms 
had not made any substantial investment in 
capita] in order to export. Rather, exporting 
was simply based on the excess manufactur¬ 
ing capacity which had been created by a 
drop in demand for machine tools in the 
domestic market.' Furthermore, in 1971 
when the domestic demand for machine 
tools recovered, Indian manufacturers again 
began to emphasise the internal market. 
Thus IMTMA noted that “In spite of a 
widespread interest and a great potential for 
the export of Indian machine tools the pro¬ 
spects for speedy growth of export trade in 
machine tools are not very bright. The in¬ 
dustry is finding it difficult to export because 
of... constraints in productive capacity” 
[IMTMA, Annual Report. 1973-74, p 5). The 
lack of investment for expanding productive 
capacity for exports was in contrast to the 
continued capital investment for import- 
substitution for machines demanded in the 
domestic market. In the same report 
IMTMA recommended that Indian manu¬ 
facturers “enlarge the range of their produc 
tion to meet the growing demand of user in¬ 


dustries” [IMTMA. Annuel Report, - 
1973-74, p 4}. 

lb summarise, until 1965 Indian "*•<**«• v 
took manufacturers were indifferent to 
markets in advanced capitalist countries as 
thdr agenda was to establish tbdr poaitfoa 
within the Indian market They viewed at- . 
ports as an expensive and risky venture, its 
main benefit was that the earned foreign ex¬ 
change could alleviate the chronic balance 
of payment crisis. Secondly, while after 1965, 
the interest of machine took manufacturers 
in exporting increased, the new interest was 
limited to using exports at a mechanism to 
alleviate the impact of domestic recessions. 
Their primary concern continued to be 
maintaining dominance in the domestic 
market. 

Both of these trends are clearly reflected 
in the data of exports of Indian machine 
tools. Ihble 1 presents data on the value of 
exports of machine took and exports as a 
percentage of production for the yean 
1962-1985. As yearly data on the gross value 
of exports also reflect factors such as 
changes in the prices of machine tools, and 
fluctuations in the valuation of the ruoee, 
these figures provide a crude meajure of in¬ 
crease in exports. A more sensitive indicator 
of export orientation is exports as a percen¬ 
tage of gross value of total production.* 
These data are presented in column 3 in 
Thble 1. 

As Ihble 1 illustrates, exports as a propor¬ 
tion of production were insignificant until 
1966. According to these data, between 1961 
and 1965 exports constituted less than I per 
cent of total production. In the yean bet¬ 
ween 1966 and 1969, exports as a percentage 


Table I: Machine Tools Production. Export* Exports as a Percentage of Production. 

1962 to 1985 


(Kt cmn) 


Yfear 

Value of 
Production 

Value of 
Exports 

Exports as A Pcnxn 
tage of Production 

1962 

10.4 

01 

.96 

1963 

16.8 

0 .! 

A 

1964 

21.0 

0.1 

48 

1963 

25.5 

0.1 

39 

1966 

28.5 

0.7 

Z46 

1967 

25.5 

0.7 

2,75 

1968 

20.6 

1.9 

9 21 

1969 

26.7 

3.0 

1124 

1970 

3/J 

2.8 

5.96 

1971 

50J 

3.0 

596 

1972 

49.5 

2.1 

424 

1973 

62.3 

3-7 

594 

1974 

83.4 

7.1 

8.51 

1975 

104.0 

8.2 

748 

1976 

116.9 

16.9 

14.47 

1977 

109.6 

13.7 

1250 

1978 

121.0 

21.0 

17.36 

1979 

155.9 

21.0 

13.47 

1980 

186.0 

20.8 

iUS 

1981 

266.6 

23.3 

8.70 

1982 

266.6 

24.9 

9M 

1983 

Z152 

24.1 

1.76 

1984 

29941 

17.5 

345 

1965 

305.1 

29.6 

9.77 


Swear IMTMA, Export Strategy for Machine nob, 1988. 
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of production began to increase rapidly, 
from 2.46 pt, «ait in 1966 to 11.24 per cent 
in 1969. Between 1969 and 1973, exports as 
a percentage of total production had dec¬ 
reased to around 5 per cent of total produc¬ 
tion, reflecting the recovery in the domestic 
market. Between 1974 to 1983 exports ranged 
from 6 per cent to 17 per cent to total 
domestic production. Again it is notable that 
exports peaked between the years 1978 and 
19*0, when there was a recession in the in¬ 
digenous market for machine tools. 

These data confirm that Indian machine 
tools manufacturers have been indifferent in 
the export market as exports contribute on¬ 
ly 5-10 per cent of the total value of in¬ 
digenous production. It is noteworthy that 
the proportion of exports in total produc¬ 
tion tends to increase in periods of domestic 
recession, indicating that manufactures tend 
to emphasise export markets during these 
years to alleviate the impact of a domestic 
recession. 

Response of Indian Firms to 
INTERNATIONA! tSATlON OF PRODUCTION, 
1963 1983 

The response of Indian machine tools 
manufacturers to the proposals for inte¬ 
grating their manufacturing capacity into an 
international division of labour was a 
cautious one While machine tools manufac¬ 
turers expressed interest in exporting, they 
were careful to avoid integration into an in¬ 
ternational division of labour. In particular, 
m ac h i n e tools manufacturers were unwilling 
either ro reorient their productive capacity 
away from the domestic market or to make 
substantial investments for low-profit sectors 
Of the international market (IMTMA, 
Annual Report*. 1967 68 to 1978-7<S\. The 
cautious response of Indian manufacturers 
to proposals for integrating their manufac¬ 
turing capacity into an internntional division 
of labour most be understood in reference 
such an inward focus. 

Indian machine tools manufacturers 
responded to the Mission Report with a set 
of proposals of their own While Indian 
manufacturers expressed interest in getting 
access to North .American and European 
markets, they were also careful to avoid the 
dependent relations proposed in the Mission 
Report. In this respect, the proposals put 
forth by Indian manufacturas differed from 
that of the Mission Report in two crucial 
aspects. The fust difference concerned the 
transfer of technology. Rather than purchas¬ 
ing the necessary technology for such pro¬ 
ductions through commercial agreements, 
Indian manufacturers proposed that foreign 
companies interested in machine tools 
designed lor their markets develop the pro¬ 
totypes for these machines l hem selves, and 
then supply these prototypes to Indian 
manufacturers. Thus, Indian machine tools 
manufacturers rejected the technoiogicaJ 
dependency implied in the Mission Report. 
Second, machine tools manufacturers pro- 

m -m 


posed that they only produce for export 
those machines which were required by both 
the domestic and the international market. 
In other wprds, machine tools manufacturers 
rejected thfe proposal that their productive 
capacity be oriented towards the export of 
standard cheap machine tools to advanced 
capitalist countries. Instead, they attempted 
to use the interest of internatiorud capital in 
Indian productive capacity to further their 
own interests in import-substitution 10 
[IMTMA, Annual Reports, 1967-68 to 
1975 76]. 

In 1969 the gover nm ent of India, UN Pro¬ 
gramme in International Trade and US Aid 
provided funds for a delegation of Indian 
manufacturers to visit Europe and North 
America as a follow-up to the Mission study. 
The delegation reported to IMTMA (hat 
while they received orders for machine tools, 
only a few international firms expressed 
interest in supplying prototypes to Indian 
firms. In other words, foreign capital was 
not interested in Indian machine tools 
under the conditions set out by Indian 
manufacturers. 

Furthermore while international agencies 
were proposing that exports (too India be 
mainly directed at western markets, Indian 
manufacturers were carefol to avoid an 
export strategy that created dependence on 
a single market Thus, the 1968-69 meeting 
of the De v elo pm ent Coundl Sub-Committee 
for Machine Tbols was cautious about orien¬ 
ting an oeport drive only to North American 
and European markets, recommending that 
any export effort should also emphasise 
increasing Indian export! to the markets of 
South-East Asia and West Asia. As a result 
of the strategy to diversify the atport market, 
the Indian Export Coundl, IMTMA, and 
other agencies initiated market surveys for 
several third world countries. 


The data on exports by destination dearly 
demonstrate the attempts by Indian machine 
tools manufacturers to diversify their etport 
markets. Tible 2 presents data on export of 
machine tools by region of destination for 
the years 1967-68 to 1983. First, the most 
notable (and often overlooked) aspect of 
these data is the share of exports to other 
countries, especially underdeveloped coun¬ 
tries. Exports of machine tools to under¬ 
developed countries for the yean 1967-68 to 
1979 have constituted be t we en 20-43 per oent 
of ail exports of machine tools. Ftuther- 
more, exports to oil-exporting and newty- 
industriaiising countries hare contributed a 
further 3 per cent to 31 per cent of all 
exports. These data suggest that a salient 
pattern in the export of machine tools from 
India has been the lack of dependence on 
a single market, especially tboee of advanc¬ 
ed capitalist countries. 

Secondly, the data on exports of machine 
tools to advanced capitalist countries also 
demonstrate an ambiguous pattern of ex¬ 
ports to these countries In the initial period 
of expansion of exports (between the yean 
1968-69 and 1973-76) approximately 60 per 
cent of all exports of Indian machine tools 
were to advanced capitalist countries 
However, after 1975-76, exports to advanced 
capitalist countries began to dedine until 
they constituted only 14 per cent of all 
exports Thus it appears that after 1973 
Indian machine took became unattractive 
to buyers in advanced capitalist countries 

Given the cool response by Indian firms, 
international capital became increasingly 
disinterested in exports from India. The 
turning point in the dedine of exports to ad¬ 
vanced capitalist countries was as noted by 
IMTMA, due to the “increased competition 
from Ikiwan and South Korea” Annual 
Report, 1981-82, p 3]. The umrilUngness of 
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Advanced 

Market 

Countries 

Former Soviet 
Bloc Countries 

NIC* end Oil 
Exporting 
Countries 

Under¬ 

developed 

Countries 

Other 

1967-68 

45 

17 

9 

29 


1968-69 

67 

3 

13 

17 


1969-70 

57 

1 

6 

36 


1970-71 

62 

4 

6 

28 


1971-72 

61 

2 

3 

33 

. . 

1972-73 

64 

1 

7 

28 


1973-74 

49 

22 

5 

24 


1974-75 

61 

3 

S 

31 

— m 

1975-76 

63 

4 

8 

25 

___ 

1976 

32 

7 

31 

30 


1977 

55 

9 

17 

19 


1978 

33 

6 

16 

45 ' 


1979 

46 

1 

16 

37 

_ 

1980 

52 

4 

7 

18 

19 

1981 

41 

7 

10 

12 

29 

1982 

30 

39 

5 

15 

11 

1983 

16 

57 

9 

8 

10 

1984 

22 

32 

7 

22 

17 

1985 

14 

<8 

2 

10 

6 


Source*. Calculated from IMTMA, Annual Report S BuUttbu, various years 





ladfam fimt to alter their productive 

tuaBy led Indian firm to loee their lattr- 
national market* to firm located in Sooth 
Koran, Wen and Shmewt Time firms 
had been mote r ecep ti ve to the attempt* by 
international capital to integrate them into 
an International division of labour in the 
production of machine took 
’Wmmmarise, while Indian machine took 
manu fa c t urer* atp e ta e cd interest in the 
exporting to advanced capitalist countries, 
they woe careful to avoid the dependent 
rdatioos implied in the mcomtamdartoc* of 
international agencies. First, Indian machine 
tools manufacturers were unwilling to 
reorient their productive capacity towards 
the markets of advanced capitalist countries. 
Instead, these firms continued to emphasise 
-the domestic market in their investment 
stntegtes. Furthermore, they were unwilling 
to make substantial investments for the pur¬ 
chase of the necessary technology required 
for exporting. Finally, Indian machine tools 
manufacturers were careful to avoid 
dependency on the markets of advanced 
capitalist countries by establishing export 
links with other third world countries. As 
a result of their response, exports of machine 
tools to advanced capitalist countries began 
to decline after 1975. 

Conclusions 

The growth of exports of machine tools 
from the periphery has to be located in the 
process of internationalisation of produc¬ 
tion In this 'new world order’, the produc¬ 
tion of low-profit and technologically 
mature machines has been allocated to 
manufacturers in third world countries, 
while the production of the technology to 
manufacture these products, as well as for 
the highly sophisticated and high-prufit 
machines has been retained in advanced 
capitalist countries. In this context, exports 
of machine tods from thud world countries 
have increased, but only of standard and 
low-profit machines. Obviously, the ability 
to produce inexpensive and durable 
machines facilitate* integration of third 
world machine tools firms into an inter¬ 
national system of production, however, as 
the case study of Indian machine tools 
manufacturers has demonstrated, the 
integration of these firms has also been 
related to socio-political factors. 

The apparent failure of Indian machine 
took manufacture to penetrate the markets 
of advanced capitalist countries has been as 
much a result of their inward orientation and 
export strategy as of their ability to be com¬ 
petitive Despite being able to export signifi¬ 
cant amounts of machine tools to advanced 
ca pit al i s t countries from 19(6 to 1975, 
Indian manufacturers lost them export 
markets becanst of their reluctance to abet 
t^ m aaufacturir^^pab^toJlotB the 

Fur th ermore, in d eveloping an sport 
•mm Indian machine tools manufac¬ 


turers were careful to avoid dependence on 
the markets of advanced capitaAst countries 
by dhertifying their export markets to other 
third world countries. As a result of their 
unwillingness to be integrated into an inter¬ 
national division of labour, after 1975 Indian 
machine tools manufacturers began to lose 
their share of western markets to firms in 
South Asian NIC's which were more willing 
to accept the prescriptions of these inter¬ 
national agencies. 

This case study raises several issues for our 
understanding of the ability of a third world 
country to export to advanced capitalist 
countries. Foremost, these data suggest that 
we need to re-examine the role of exports in 
India’s capitalist industrialisation. While 
most studies on Indian machine tools 
exports have attributed that the weak export 
performance as evidence of the ’weakness’ 
of Indian industrialisation, this case study 
points to the ability of Indian manufacturers 
to resist the attempts by international agen¬ 
cies to reorganise Indian productive capacity 
into an international division of labour. Seen 
in this light, it is an indication of ’indepen¬ 
dent industrialisation’. 

Secondly, my case study raises issues con¬ 
cerning the economic and political conse¬ 
quences of increasing integration into an 
international system of production. Pro¬ 
ponents of exporting bine argued that 
exposure to international competition will 
encourage greater efficiency in Indian 
firms." However, the benefits of greater ef¬ 
ficiency may be limited if local production 
is concentrated on only standard low-profit 
machines. As some studies have suggested, 
despite the success of South Allan NiCa in 
exporting low-cost and good quality CNC 
machine tools, these countries have been 
unable to mow into the high-profit sectors, 
such as for CNC controllers. Production of 
these controllers remains concentrated 
among a small group of international firm* 
[Sdbenat and Payne. 1985, p 85], Thus, it 
is not clear whether integrating Indian 
manufacturing into the international system 
of production will lead to strong** depen¬ 
dent or independent industrialisation. 

Finally, our case study brings into ques¬ 
tion the kinds of state in terven ti on necessary 
to reorganise the Indian economy towards 
exports. In the wake of the IMF formula, 
the strategy of the government has been to 
offer carrots to those manufacturers who 
export. However, our case study suggests 
that Indian machine tools firms are indif¬ 
ferent to the international market as long as 
they can stfi their m a ch l ar a locally. These 
data suggest fast an approach based on only 
kaurots’ msy fail to fadbtase export-oriented 
industrialisation In fact, several wrissn here 
argued that it was due to the political 
autonomy of the South Korean state, under 
the fart regime, that allowed it to force 
Indigenous manufacturers to shift toward* 
Bport-kd growth in the sarty I960*. In par¬ 
ticular the sbfro' of the fat re g ime to force 
haWgmcxaa firms to export has bean at¬ 


tributed to industrial licensing policies that ^ 
tied industrial licences to export perfaN 
mance [Haggard, 1986; Deyo, 1987; Evans, 
19871. In the context of current liberate- 
lion of industrial licensing in India, it is not v 
dear that the Indian state has sufficient ' 
power to force Indian manufacturer* Into V“ 
export-oriented industrialisation. 

lb conclude, in the case of Indian 
machine tools manufacturers their apparent a' 
inability to penetrate the markets of advanc- f 
ed capitalist countries ha* "been as much a 
result of theii inward orientation and export 
strategy as that of their ability to be com¬ 
petitive. The unwillingness of Indian 
machine tools manufacturers to reorient 
their productive capacity towards the pro¬ 
duction of low-profit and technologically 
mature machine tools eventually led to the 
loss of markets in advanced capitalist coun¬ 
tries. This finding has important implica¬ 
tions foi both our understanding of the role 
of exports in capitalist industrialisation in 
the third world, as well as for the current 
industrial strategy of the Indian government. 

Notes 

! For theoretical expositions on the inter¬ 
nationalisation of production see Frobel et 
ai, 1976; l. ipKV, 1955; Maicussen and Tbrp, 
1982. 

2 For a icvirw of exports from South Asian 
NICs, see Richard Barren and Soomi Chin, 
1987 or B BaUssa, 1981. 

3 It is not the purpose of this paper &> address 
the muses of iftefftdency in Indian industry, 
but rather to examine the implications of 
these factors for explaining export perfor¬ 
mance of Indian ouunifartuien. The debase 
concerning the Lack of efficiency and 
technological obsolescence in Indian in- 
dusliy is a well developed cue. The logic of 
this position has been swell stated in 
Bhagwati and Deui, l9?0, 

* Beia Balassa argue: that the intervention by 
the South Korean state wa* successful in 
promoting export', because it allowed 
market forces to ‘get Use prices right’. 
However, several researcher* have question¬ 
ed whether the naves* oi South Fast Asian 
NIC* can ce aitributed to the use of market 
forces. Rattier, these researchers argue that 
sodo-poiirkni vanabie*. such a* the strength 
of the stale relative to ottos dames and fat 
privilege*: secret to North American 
markets are more important is explaining 
the success of itosc countries in exporting. 

See F Deyo, 1967 for such an analysis. For 
• critique of OatiuM'* sndytte of the South 
Korean case so* Amsdcn, 1990. 

5 For data on toe share of different countries 
in international production and trade of 
machine fools «%* either, DiFUippo, 1985 or 
American Machinist. 

6 Several studies have addressed the declin¬ 
ing competitiveness of British asd 
American machine tools industries. For 
studies on the British industry see, Report 
of the Great Britain Mochint 1bob Expert 
Committee, >970, Report of the Machine 
Iter Economic Ikmiitpmme CtmncU, 
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1970; and Sdbcrras and Payne, 1985. For 
studies on 'he American industry, see 
DiFilippo, 1983; Holland, 1989. 

7 Both the Indian National Congress and the 
Indian capitalist class viewed the establish¬ 
ment of capital goods industries as crucial 
to the growth of industry in the post 
colonial period. For the position of the 
Indian capitalist daas towards this sector see 
the Bombay Plan, a paper is which leading 
members of the Indian capitalist class arti¬ 
culated their strategy for post-colonial 
devel o pment. Far the position of the Indian 
stale; see INC, Report of The National 
Planning Committee. See »ito The Second 
Five Thar Pkm. 

8 In fact, the capital investment required for 
a sustained export drive waj seen as pro¬ 
hibitive for individual firms, as 1MTMA 
proposed a consortium of machine tools 
manufoctureri of noo-cotopeting lines to set 
up an export house in important trade cen¬ 
tres [IMTMA, Annual Report 1966-67]. 

9 In the cue of prices of machine tools that 
are exported, standard price deflators may 
be inadequate Standard price deflators are 
based on changes in prices in the internal 
market. However, in the case of prices of 
machine tools for exports, changes in pric¬ 
ing ate also related to economic conditions 
in the international market. Furthermore, 
standard deflators fail to reflect the role 
export subsidies in the price of machine 
tools for export 

10 Indian manufacturers proposed what is 
referred to as ‘buy-back’ agreements, in 
such agreements, the foreign company not 
only acils the Indian company the tech¬ 
nology to produce machine tools for the 
domestic market, but also agrees to buy 
bade a proportion at the Indian production. 
In this manna; Indian companies get ac 
cere to the requisite technology for import- 
substitution, and the foreign company 
retains a source for low-tech machines. 

11 Aa argued earlier in the paper, this position 
has beat argued by the IMF. For the recent 
debates on the trialtooship between exports 
and efficiency see the recent issues of 
Economic and Political Weekly. 
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Computer Software and Intellectual 
Property Rights 

Issues at Stake for Developing Countries 

K (iopinatli 

Creative use af information technology is critically needed to make India a meaningfully information-rich society 
across all economic strata so that scarce resources are more effectively utilised in the economy. A self-reliant and 
effective software industry is congruent with a competitive domestic software industry. However, product paten¬ 
ting can foreclose options in the information technology sector for developing countries. 


THE current Intellectual Property Rights 
(IPR)/General Agreement on Tariffs and 
Dade (GATTJ negotiations are very critical 
for a country's information economy) 
Studies have shown that the information sec 
tor has reached as much of 25 per cent of 
the economy in the OECD countries (Organi¬ 
sation for Economic Co-operation and 
Development, ‘First World’, mostly western 
nations and Japan) whereas it is only about 
12-14 per cent in India. It has also been 
shown that there is a fairly direct relation¬ 
ship between economic growth and the si?c 
of information sector [1], This observation 
can be seen to be reasonable as there exists 
the possibility of more effective use of 
physical resources in producing various 
economic goods if additional informational 
inputs are available 

However, the most vexing issues in in¬ 
tellectual property rights are embedded in 
thisr Because of the newness of this in¬ 
dustry compared to other well-established 
industries like the automobile industry, both 
the legal and patenting establishments in the 
US have tended to make ad hoc judgments 
that have been often contradictory. These 
rulings in the US are important as they are 
either adapted in other countries or become 
de facto positions in multilateral fora. 

There is considerable confusion on what 
can be patented and the extent of rights con¬ 
ferred on copyrights. However, the insistence 
of product patents in the Dunkel draft (it 
is believed that this has been at the instance 
of the US) and some of the judgments that 
have been delivered by courts in the US are 
pointers to what might be future directions. 2 

Software Industry 

The software industry is currently an im¬ 
portant sector of the information technology 
industry and is likely to become a dominant 
sector in the next decade. Software develop¬ 
ment between c 1950-1980 had different 
characteristics from the period after c 1980. 
During the earlier period, software develop¬ 
ment was an adjunct to the design and 
development of hardware but the situation 
has been changing rapidly. There was little 
standardisation among vendors (except 
possibly some in the area of computer 
languages like Fortran and Algol) and soft¬ 
ware developed on one machine would not 


be attempted on other machines. Hence the 
cralt of programming was essentially a clos¬ 
ed shop in any one company. There was not 
much effort at patenting the ‘computing 
folklore’ developed as patenting was relative¬ 
ly uncommon and the techniques invented 
were often felt to be too obvious or parti¬ 
cular to the hardware. Also, the economic 
value of software was not realised as the 
hardware costs were preponderant at that 
time. The standard piactice of copyright was, 
however, used widely to protect software 
developed. Third-party software was not 
much in evidence 

However, with the rise of standards like 
Unix’ and the IBM PC in the 1980s, a 
significant amount ol software development 
to date is being practised as a craft by small 
teams of programmers and much of the soft¬ 
ware sold in the PC market is due to such 
teams. Because of this, third-party software 
is widely available As more people are in¬ 
volved in software development, the issue of 
intellectual rights has become critical. Un¬ 
fortunately, this has not been primarily due 
to the invention of new methods but because 
of some successful attempts many years later 
at patenting some techniques that were part 
of ‘folklore’ but had not been written up to 
constitute ’prior art’ (because they were con¬ 
sidered ‘obvious') and also due to the suc¬ 
cess in persuading courts to interpret copy¬ 
rights in ‘creative ways' (discussed in more 
detail later). Another reason has been the 
increasing share of software costs in the total 
system cost and hence the incentive to pro¬ 
tect one’s perceived intellectual property. 

An important feature of software is the 
incremental evolution over a period of time. 
The advances need not be substantial or 
foundational to result in a better product. 
It is neither practical nor appropriate if each 
of the advances is to be patented. However, 
if the inventor docs not go in for a patent 
but has incorporated an (‘obvious’) inven¬ 
tion in a product without publishing the 
technique, considerable difficulties can en¬ 
sue if some one else patents the technique 
later as the original inventor has no ‘prior 
art' established. For example, the technique 
of backing store'was used at MIT in the Lisp 
machine system but not published in time 
before AT&T patented it [4], 11111 is especial¬ 
ly invidious for software techniques that are 
reasonably simple for most programmers to 


discover on their own but do get patented 
in course of time We develop trns argument 
in greatei detail below. 

Another important feature of software is 
the commonplace and independent rcinven- 
tton of man> concepts [4|. This makes pro¬ 
duct patenting an extremely harmful pro¬ 
cedure as it grants an absolute monopoly to 
the first party tha' registers with the patent 
office The product patenting policy assumes 
that inventions are rare and precious and 
that the inventor has to be given an exclusive 
privilege lo encourage others io engage in 
the difficult and arduous task of invention. 
However, this is not bo r ne out in the area 
of software as the practitioner works with 
abstract and ideal elements [4] at the lowest 
level. In comparison to inventions in other 
disciplines, it is relatively easy for a reasona¬ 
bly talented programmer to invent many of 
these concepts independently and to generate 
the required software by composing them 
appropriately taking into account various in¬ 
teractions. The real challenge in software is 
the latter compositional part: the ability to 
model some segment of reality consistently 
at the level of desired abstraction and not 
in the invention of new techniques by them¬ 
selves. For example, the use of tools has been 
pioneered in Unix to build larger software 
packages Though each tool is not substan¬ 
tial in its own right, the ability to compose 
them to build larger structures has enabled 
Unix to gain dominance in the marketplace. 

In addition, any reasonable and useful 
piece of software is likely to use many such 
inventions; arranging licensing for each of 
these inventions is likely to be expensive both 
in terms of time and money. This is likely 
to make software development the preserve 
of large companies located in the major 
OECD countries as only they would have the 
required resources in getting the required 
licences (either through cross-licensing or by. 
monetary means). Since the current Dunkel 
draft does not support mandatory licensing, 
it may be necessary to remove features from 
a software product so that patent infringe¬ 
ment does not occur. This can happen even 
if a certain technique had not been patented 
before the software development phase but 
was patented subsequently and it was not 
possible to get licensing at reasonable rates. 
This was the case with Xywrite, a company 
that had to ‘downgrade* their software to 
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■void the use of ■ popular feature that used 
command co uplenon to ..or reel spelling 
mistakes and expand abbreviations [4], 

Another important feature of software is 
the need for interoperability of various 
pieces of software on widely different 
machines. Since software development is 
■kin to mathematics in that complete ar¬ 
tificial universes tnat have no counterpart 
in the real world can be created, the con¬ 
straints that are present ui oilier physical and 
biological sciences art not present. Hence it 
is likely that different absolutions exist at 
different levels and these can udk to each 
other only through shuidaid-scd interfaces. 
However, user mterfare cojnr.ghLs (as inter¬ 
preted in the Lotus vs Paperback case*) 
make use of iheae stanria.uised interfaces 
subject to the vaaane; of licensing. 

iNTIULLECniAl. PHOPl-tTV IN SOFTWARE 

There are three varieties of IPR in the 
main: trade secret;,, copyrights and parents. 
Not much nerds to be discussed about trade 
secrets as they do not prevent anyone fiom 
discovering/invcnting the trade secrets, as 
the owner of the trade secrets has not 
disclosed to anyone the intellectual proper¬ 
ty in possession. 

Patents give the owner the exclusive right 
to practise an invention for a specified 
amount of time. They can be licensed to 
others but this is the prerogative of the 
owner of the patent. Patents do not cover 
systems, they cover particular techniques us¬ 
ed to build systems or particular features 
that a system offers |4], Patents are not per¬ 
missible on algorithms, but it is possible to 
patent a machine system (which lias been as 
simple as a trad-only memory (ROM) in the 
Iwahashi case 198')) that employs an 
algorithm. 

Currently the US lias the most mature 
software industry and the largest case law 
in this area. Since the US has had only a pro¬ 
duct patmung regime since 1961 (well before 
the flowering of the software industry), it 
is not clear if thr different conceptions of 
process and product p-acAis have been rx 
plored in the tou;-;*! of software in the US 
or elsewhere Going by analogical reasoning 
(the dominant mode of intellectual enquiry 
amongst lawyers, it is said [.']), a process pa¬ 
tent in software would also rot prevent 
another from replicating an invention as 
long as it is along a different route. Such a 
patent regime in software would enable soft¬ 
ware developers the freedom to concentrate 
On software development rather than worry 
unduly about the patents pending even 
though they may be required to go through 
the costly exercise of inventmg new techni¬ 
ques for those patents that have been 
patented in the meantime.’ It may also lead 
to the standardisation and development of 
various applications using standard user in¬ 
terfaces (as the user interfaces copyright is 
working in practice as a product patent) 
without giving monopoly powers to the 
party that was successful in establishing the 


standard- It may be argued that the suc¬ 
cessful party has to be compensated for its 
prescience or persistence in establishing a 
standard but given the nature of the soft¬ 
ware medium and the common place rrinven- 
fion of many concepts, this should not prove 
harmful. It has to be borne in mind that the 
most dynamic era of software development 
has been in the last decade and the com¬ 
parative lack of product patents (com¬ 
pared to what can be expected in the future) 
has not been a negative factor! In another 
context, it has been shown recently that the 
change from process to product patents in 
the US has resulted in exactly one major 
drug being invented since 1961 by the US 
drug industry compared to greater successes 
in countries that have/had process patents. 
Many have pointed out that steering wheels 
would not be the familiar device for controll¬ 
ing a car if it had been patented [4]! 

Though the patent system will not gram 
or uphold patents that are judged to be ob¬ 
vious [4], many ‘obvious’ patents have been 
issued. Some examples: 

* Scrolling on multiple windows. No pa¬ 
tent exists on scrolling a single window and 
it is not too difficult to think of how to scroll 
multiple windows. 

* Well known graphics techniques like 
airbrushing, stencilling, combining two im¬ 
ages under control of a third. 

* “Natural order recalc” in spreadsheets 
(recalculation of all spreadsheet entries that 
are affected by changes the user makes). 

* The technique of backing store in win¬ 
dow systems. 

* Use of cxclusive-or to write a cursor. 

* Interoperability of machines with 
various endian formats on a network. 

I or a patent to be granied, considerable 
documeniation has to be filed (so that others 
can practise it after the period of patent pro¬ 
tection and also to define what constitutes 
infringement) and there should exist no 
‘prior art' It may take considerable time and 
money to get a patent but it gives broader 
powers than, say, copyrights (for example, 
a pjteni is infringed even if the accused is 
not aware of the patent, whereas a court 
might accept ignorance as an excuse in the 
case of a copyright). 

Some assumptions behind patenting poli¬ 
cies do not seem to capture today’s reality. 
For example, it is assumed that technology 
changes slowly and that patent protection 
has to be given for a few decades at least (like 
17 years in the US). This is appropriate for 
the 19th century, but definitely not for the 
last four decades in information technology. 
If the rate of technological change is not 
fast, it is not critical if one does not know 
if some technique has been patented. How¬ 
ever, since a patent is granted only after a 
few years, and thi lifetime of a product now 
is often no more than six months to a year, 
it proves difficult or impossible to be on the 
right side of patenting taws, i e, avoid infr¬ 
inging patents. It is not possible to find out 
what patents are currently being processed 


to see if they can be avoided, as tbey are not 
published. Hence a software deve lo per can 
be dragged into court for using some 
methods that he did not even know were 
patented. This can effectively kill a software 
product, as the window of opportunity for 
some software can be short. An additional 
problem is that patent searches are unreliable 
as the classification of patents is not obvious 
and has serious shortcomings^}. 

Copyrighting is a simpler procedure for 
preventing one from copying another’s ex¬ 
pression of ideas—it does not protect ideas 
and the subject matter of copyright need not 
be inventions. Copyrights have been devised 
to protect expressions of ideas (‘story lines’, 
’plots’) in books, poetry, novels, films, plays, 
paintings and music and, in the last few 
decades, it has also been used to prevent co¬ 
pying of software. It stiesses free speech and 
self expression (hence one can reproduce 
portions for criticism/parody) but this is not 
the issue with software [2j. Copyright 
assumes that the same idea can b-c stated in 
different ways: hence monopoly over one 
does not injure public good. But there is a 
considerable problem if user interfaces are 
copyrighted since interoperability cannot be 
guaranteed unless commonly accepted user 
interfaces are used. Hence the first party 
who is successful in making a user interface 
standard can have substantial monopoly 
powers if the ruling on Apple vs Microsoft 
[3] case sticks. 

Copyrights, though distinct from patents, 
also requite careful consideration as many 
copyrights are disingenuously being attemp¬ 
ted to be defended in courts as “patents" and 
some of the courts have accepted this inter¬ 
pretation in some cases [2], For example, in 
the Apple vs Microsoft case, the lawyers in¬ 
vented the theory of “look and feel’ and 
doctrines against copying of ’nonliteral 
elements’ of a program successfully and 
Apple has near monopoly powers for one 
of the most popular graphical user interfaces 
that would be characteristic of a patent* It 
is ironical that Apple has been so far suc¬ 
cessful in pursuing cases against Microsoft 
and HP while itself had copied substantial ‘ 
‘dements’ from Xerox and, perversely, Xerox 
could not win against Apple! 

Another legal device to prove copyright 
infringement has been to argue that a copy¬ 
right in a computer program is equivalent 
to a patent on a computer language that the 
program uses or enables [2] and this strategy 
has succeeded for Lotus against Paperback. 
Here the input command languages and die 
'-pm-soonding to commands have 
been deemed to be deserving of copyright 
protection. 

Obtaining copyright for software is 
straightforward and quick (in the US it Just 
involves filling a form and sending 120 to 
the Copyright office with the software), end 
it is the responsibility of the copyright ravner 
to prove that an accused copied the owner’s 
work (2]. 


M*Utt 


Rerainmfc and Political Weekly August 21V 2992 



IPS in Software in Dunkel Draft 

Since the draft requires all countries that 
sign the new treaty to have patents “in all 
Helds of technology", there is no special 
dispensation for software techniques even 
though this area is quite different, as argued 
earlier. Here are brief excerpts from the 
Dunkei draft [5]; the text in square brackets 
is the commentary by R M Stallman of the 
League of Programming Freedom and 
PARTY below refers, to a nation: 

Article 27: Patentable Subject Matter 

I Subject to the provisions of paragraphs 
2 and 3 below, patents shall be available for 
any inventions, whether products or pro¬ 
cesses, in all Helds of technology, provided 
that they are new, involve an inventive step 
and are capable of industrial application... 

I Paragraphs 2 and 3 (omitted) provide some 
exceptions, but none of them applies to 
software:) 

Article 28: Rights Conferred 

I A patent shall confer on its owner the 
following exclusive rights: 

(a) where the subject matter of a patent 
is a product, to prevent third parties not hav¬ 
ing his consent from the acts of. making, 
using, offering for sale, selling, or importing 
for these purposes that product; 

(b) where the subject matter of a patent 
is a process, to prevent third parties not hav¬ 
ing his consent from the act of using the 
process .. 

[This rules out any form of mandatory licen¬ 
sing scheme that might mitigate the problem 
of patents.) 

Article 31: Other Use without Authorisation 
of the Right Holder 

Where the law of a PARTY allows for 
other uses of the subject matter of a patent 
without the authorisation of the right holder, 
including use by the government or third 
parties authorised by the government, (he 
following provisions shall be respected: 

(a) authorisation of such use shall be con¬ 
sidered on its individual merits; 

(b) such use may only be permitted if, 
prior to such use; the proposed user has made 
efforts to obtain authorisation from the right 
holder on reasonable commercial terms and 
conditions and that such efforts have not 
been successful within a reasonable period 
of time. This requirement may be waived by 
a PARTY in the case of a national emergen¬ 
cy or other circumstances of extreme urgen¬ 
cy or in cases of public non-commercial use. 
[Exceptions in accord with these provisions 
will be very few.) 

(h) the right holder shall be paid adequate 
remuneration in the circumstances of each 
case; taking into account the economic value 
of the authorisation; 

[So it will be expensive for a government to 
make any sort of exception.) 

Article 30; Exceptions to Rights Conferred 

PARTIES may provide limited exceptions 
to the exclusive rights conferred by a patent, 
provided that such exceptions do not un¬ 


reasonably conflict with a normal exptoiu- 
tidn of the patent and do not unreasonably 
prejudice the legitimate interests of the patent 
owner, taking account of the legitimate in¬ 
terests of third parties. 

[This would seem to rule out making an ex¬ 
ception for software in the scope of patents. 
Any exception for a program that would be 
used widely would enable the patent holder 
to claim to hive ‘lost* significantly.) 

Article 33: Term of Protection 

The term of protection available shall not 
end before the expiration of a period of 
twenty years counted from the Hiing date. 
[This requires an increase in the term of a US 
patent m many cases. It also rules out the 
idea of making patents for software last for 
a shorter term commensurate with (he rale 
of progress) 

IMPI ICATIONS 

The software industry has an important 
appeal for developing countries as the cost 
of entry is low and personnel training is the 
critical bottleneck. In (he case of India, due 
to various policies pursued since indepen¬ 
dence (mostly, highly subsidised higher 
education even at the cost of primary educa¬ 
tion), there is a substantial capability for 
manpower training. Hence any patenting 
regime that grants monopoly powers for as 
long as 20 years as proposed in the Dunkei 
Draft (more than the current 17 years in the 
US!) cannot but impede or cripple the 
growth of software industry. The department 
of electronics has placed great emphasis on 
opening 'software technology parks' at 
various locations in India but this policy will 
be made ineffective tf the procedural/finan- 
cial aspects of obtaining software patent 
licences become prohibitively expensive 
Only multinational software companies 
(almost exclusively American) with sub¬ 
sidiaries in countries like India will have 
either the IPR or financial resources to 
undertake development of software under 
this constraint and this can permanently tie 
India in the role of a cheap supplier of soft¬ 
ware services. This is extremely unfortunate 
as India has some of the factor endowments 
that make software development very attrac¬ 
tive. it is true that more sophisticated 
software tools are being used for software 
development by the advanced countries 
when compared with developing countries 
but with appropriate manpower (raining this 
deficiency can be bridged [6J. Creative use 
of information technology is critically need¬ 
ed to make India a meaningfully infor¬ 
mation-rich society across alt economic 
strata so that scarce physical resources are 
more effectively utilised in the economy. The 
transition to an information-rich society is 
possible, especially in a poor country like 
India, only if the economy is self-reliant 
rather than in the hands of the multinational 
corporations who are likely to use the 
developing countries only as auxiliary 
markets. A self-reliant and effective software 
industry is congruent with a competitive 


domestic software industry: this state of af- 
fairs has to exist before a large country like 
India can aspire to be a global player in the 
software industry (6), [7], However, product 
patenting can foreclose many options for f 
developing countries in developing the in¬ 
formation technology sector to the extent 
necessary. 

Even in the US and other countries, the 
implications of product patents for software 
industry can be deleterious. Expensive 
legal/patent checks have to be done before 
coding can begin. There exist litigation com¬ 
panies like Refac/Cacitrak in the US which 
do not do any software development but 
have obtained an interest in some patents. 1 
No procedure Ls known to avoid being dragg¬ 
ed to court for a patent granted after a soft¬ 
ware product is developed. This is much 
more difficult in a peripheral country tike 
India where details of all patents granted and 
conducting needed negotiations to secure 
licence are likely to be difficult.' 

This has already been known to cause ex¬ 
treme difficulty to -mall software houses in 
US as they do .lot have the clout of larger 
organisations like IBM to enter into cross- 
licensing. An organisation called the League 
of Programming Freedom has been started 
to fight the br'tle in the US But it is not 
clear that they have the strength to fight the 
battle One hopes that the software industry 
realises that software patents are crippling 
the industry. But this realisation, may come 
too late [<•]! One interesting ironical result 
has been the experience of Free Software 
Foundation (FSF), an oiganisation that 
believes in making system software like C 
compilers and Unix available free of cost. 
FSF leads a somewhat piecanous existence 
with threats of lawsuits for infringing soft¬ 
ware patents for using techniques that were 
common knowledge before patenting. 

Software development has another impor¬ 
tant characteristic that has so far not been 
exploited by any of the developing count¬ 
ries—-the cost of maintenance is high com¬ 
pared to the development cost. In addition, 
the development of complex software is 
typically an evolutionary process, and stay¬ 
ing power is more important than outstan¬ 
ding brilliance. Since personnel costs are low 
in India, both development and maintenance 
of software can be economical. If appro¬ 
priate managerial talent is available to 
manage large software projects, there is 
almost no software project that cannot be 
executed by firms operating from India. This 
capability has even been demonstrated in the 
area of hardware development: designs 
almost completely done in India are bang 
sold in very competitive markets by firms 
that have subcontracted the work to Indian 
firms. As an another example, I IT, Madras 
has almost completely automated its library 
with approximately 5-6 manyears for the 
software development with less than Rs 10 
lakh in capital costs. The system developed 
is more attuned to the conditions in India: 
it is tolerant to breakdowns of the hardware 
as only standard 386 boards are used and 
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replacements of the defective boards can be 
done without waiting for the service engi¬ 
neers to arrive; hence the {possibility of using 
such a system even in remote towns. In ad¬ 
dition, imported systems are likely to use ex¬ 
pensive proprietary hardware and servicing 
mav be a problem as service engineers are 
typically present only at big cities. Another 
advantage of working with local resources 
instead of importing systems is the fillip 
given to local industry; the 1IT project in¬ 
teracted closely with a small software firm 
in Bangalore and the changes that were re¬ 
quested by the 1IT project could be imple¬ 
mented by the firm in a few weeks arid this 
has benefited both the panics 

The Dunket Draft is inimical to develop¬ 
ing countries due to the acceptance of 
restriction of free movement of labour by 
immigration rules in OECD countries while 
IPR is expected to be transnational. Free 
movement of labour may be important in 
providing certain software services; this is 
currently the bulk of the export monies that 
accrues to India in the area of software. 

Finally, social and economic development 
can be hurt seriously if Kelkar [I j is to be 
believed. Information technologv can be 
useful in the efficient use ot scarce physical 
resources (the state of most developing coun¬ 
tries) but if the information technology 
sector is in the hands of multinational 
oligopolies, such a happy state of alfairs is 
unlikely to arise. 

For the above reasons, it is important that 
developing economies not adopt the Dunkel 
draft, if software patents cannot be abolish¬ 
ed altogether as the League of Programming 


Freedom has demanded in the US, the pro¬ 
cess patenting regime should be adopted. 
This is the far-reaching and wise policy that 
the Indian Patents Act of 1970 has adopted. 
Even though process patents can cause con¬ 
siderable difficulties as discussed earlier, they 
are the lesser evil. 


INoti-s 

1 As used by Kelkar et al [Ij, information 
economy includes information technology 
and other sectors (hat process information 
iike education, broadcasting, publishing, etc 
All these sectors are likely to be heavily 
influenced by advances in information 
technology in the immediate future. 

2 Broadly, process patents do not prevent 
another party from duplicating an invention 
as long as a different route is taken, whereas 
product patents do 

3 Unix is a trademark of AT&T. 

4 Paperback used the same usci interface as 
I oius for us spreadsheet and lost the court 
case moved against it by Lotus (3) 

3 To handle the latter problem, it might be 
advisable either to do away with software 
patents altogether as advocated by the 
League of Programming Freedom |4j or to 
remove the possibility of lawsuits against 
those products developed pnor to the gran¬ 
ting of the patent. 

6 As this is being written, news has come in 
that Microsoft and HP have won their ap¬ 
peal against the earlier decision favouring 
Apple. 

7 Their approach is similar to (he tactic of 
some patent holders in the advanced econo¬ 
mies of not working a patent in a country 


but expecting that importation of a product 
is to be deemed as working a patent. This 
has not been allowed in the Indian Patents 
Act of 1970. 

8 A possibly apt parallel. Software patent sear¬ 
ches in advanced metropolitan cities of the 
world is akin to peasants in British India try¬ 
ing to come to grips with the zamindari and 
legal system introduced by the British. Only 
the subsidiaries and representatives of the 
multinational companies will be able to con¬ 
duct these searches for monetary or other 
reasons. India was colonised for its material 
wealth during the British rule and it is likely 
to be recolonised by devices Itkc Dunkel 
Drafts to prevent it from developing its in¬ 
tellectual potential. 
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VIDEOCON 


NARMADA ELECTRONICS LIMITED 

Regd. Office: Narmada House, P.O., Narmadanagar 392 015 Dist. Bharuch, Gujarat. 



HIGHLIGHTS 

Promoted by Videccon Group & GNFC 
100% import substitution project 

State of the art technology with fully 
automatic, computer controlled plant 

Technical collaboration with world 
renowned 01 NEC TV PRODUCTS INC. 
USA 

Indigenous availability of major raw 
materials 

Attractive backward area benefits 
including sales tax exemptions 

Easy Liquidity — Listing at Baroda, 
Bombay, Calcutta, Delhi, Madras and 
Ahmedabad Stock Exchanges 

RISKS AS PERCEIVED 
BY THE MANAGEMENT 

Commercial production is expected to 
commence by September 1993 
Developments during the intervening 
period may have an effect on the project 
cost and profitability 

Demand for Colour and Black and White 
Television in the domestic and/or the 
export market would have a bearing on 
the offtake of the Company's products. 


* Some of the raw materials are to be 
imported. Foreign Exchange fluctuations 
may have a bearing on the cost of 
production. In such an event the 
Company will make suitable adjustment 
in the selling price of the products. 


Public Issue of 
I,20,00j000 10% Secured 
Convertible Debentures of 
Rs. 200 each aggregating 
Rs. 240 crore 


The Company is yet to sign agreement 
with GNFC for supply of water. 

However, GNFC has agreed in principle 
to supply required quantity of water. 

Tie-up of Non Convertible Debentures 
for the project is yet to be completed. 

The Company is negotiating with various y 
agencies and expects to finalise the 
arrangements in due course. 
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THE 

FIRE 

TO EXCEL 


Telco. The birthplace of the Tata Sierra and the 
Tota Estate. Models with a feature that has left other 
Indian vehicles years behind : the-coil spring 5 link 
suspension. This rear suspension system keeps the 
car immaculately controlled on turns taken at 


otherwise hazardously high speeds. The fire to excel. 
Fuelling the creation of new Tota vehicles that 
threaten to shatter performance standards in the near 
future. Igniting 35,000 hearts with an energy that 
has stoked a movement. A movement that will take 
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7he perfect chemistry 
between Paper & Profits 


Public Issue of 28,00,000 Equity 
Shares of Rs. 10/- each for cash 
at par aggregating Rs. 280 lakhs. 

HIGHLIGHTS 

• Promoted by House ot Dujodwala established in the field 
of Resins and Terpene Chemicals for over four decades 

• Opportunity to acquire Shares AT PAR of an existing 
Company. 

• Company has made profit and declared dividend in its 
first complete year of commercial operations 

• Technical collaboration with M/s. Hercules Inc, USA one of 
the world leaders in paper chemicals for existing operations 
of the Company However, the proposed Proiect is based 
on in-house technical know-how 

• Diversification Project appraised with financial 
participation by SICOM 

• Commercial production of some products is expected to 
commence in January 1 993 and the rest by April, 1 993 

• Backward area benefits - Capital incentive and Sales Tax 
deferment 

• Existing branch network of the company spread over the 
country with offices at Bombay, Calcutta, Madras, Delhi, 
Bangalore and Hyderabad 

• 80L, SOM benefits and Wealth Tax Exemption 

• Easy Liquidity - Listing on Bombay, Ahmedabad, 
Calcutta and Delhi Stock Exchanges 

RISK FACTORS 

• The project cost has been calculated after considering 
all possible factors including contingencies The same 
may be subject to change due to unforeseen 
circumstances. 


• The Company may face competition from existing and 
new units as is common and prevalent in any industry 

• The demand projections for the Synthetic Resins are 
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Energy Policy Planning in India 

Case of Petroleum and Natural Gas 

Neelanjana Milra 

Many developing countries an still using energy planning methods developed to face the challenges of industrial 
countries. A review of the energy policy planning exercises done in India by the government so far shows that 
most of the studies have used the traditional ngression models or the end-use models, which were used by energy 
policy-makers in developed countries, for projecting energy demand; after estimating demand, the various supply 
options have been examined to meet this estimated demand. But, the integration of the supply and demand sides 
was done only recently in order to find out the minimum cost at which a certain projected growth rate of the 
economy can be sustained. An integrated approach helps to identify steps which connect (he appropriate primary 
energy forms with the required useful energy so as to increase the efficiency of the entire energy system. 


I 

Introduction 

THE objective of the present paper is to 
review the energy policy planning exercises 
done in India by the government over time. 
Many developing countries arc still using 
energy planning methods developed to face 
the challenges of industrial countries. Since 
the aim and nature of energy planning in 
developing countries is different from those 
in developed nations, these methods cannot 
strive the problems in the former countries. 
There are also certain characteristic features 
of developing countries, like India, which 
demand a different approach to energy 
planning. 

The plan of the present paper is as 
follows: A background of the energy scene 
at the national and international levels is 
provided in Section II to underline the con¬ 
text in which the energy planning exercises 
in India have been done. Section III reviews 
the energy policy planning and modelling ex¬ 
ercises fjpr India developed so far by the 
govemment/Planning Commission. In the 
light of the above discussion, some sugges¬ 
tions regarding policy planning in India have 
also been made. The final section concludes 
the discussion with certain observations and 
suggestions. 

II 

World and Indian Energy Scenario 

In 1973, the events following the upward 
adjustment of oil prices amply demonstrated 
that the demand and supply of oil do res¬ 
pond to price and vice versa. Higher prices 
of oil encouraged conservation as mani¬ 
fested by more efficient consumption, reduc¬ 
tion of natural gas flaring and development 
of technologies for finding more conven¬ 
tional sources (of oil and gas) and for ex¬ 
ploiting non-oonventional sources. 

The later half of the 1980s witnessed the 
reverse Prices of oil dropped in response to 
a ilower rate of increase in demand and the 
advent of new sources. As a result, some 
schemes of the 1970s for developing more 
costly conventional sources of oil and gas 
were to a large measure cut back. 


In the immediate future, a chaotic world 
market may knock the world energy trends 
off their current course. With Iraq's invasion 
of Kuwait in August 1990, the world faced 
the third oil shock in just 17 years. This 
invasion, which immediately raised Iraq’s 
share of oil reserves from 10 per cent to near¬ 
ly 20 per cent, caused a 170 per cent increase 
in oil prices in three months and led to near 
panic in world financial markets. 1 

The forerunners to this crisis were the fail¬ 
ed energy policies that allowed oil-consum¬ 
ing nations—both industrial and develop¬ 
ing—to increase their dependence on west 
Asian oil in the late 80s. 

In spite of a huge investment, about a 
third of our public resources, in the develop¬ 
ment of the energy sector, the gap between 
supply and demand is rapidly increasing. It 
has to be analysed whether it is due to the 
changing consumption pattern over the 
years, inadequate policy measures to ensure 
conservation and efficient energy use ot 
merely because ol lack of co-ordination bet ¬ 
ween the various sub-sectors of energy, It 
will be difficult to strike a balance between 
demand and supply in the foreseeable future, 
unless new energy sources are lapped in the 
long run. In this alarming scenario, especial¬ 
ly brought into focus by the acute foreign 
exchange crisis, a time-bound action plan 
appears to be the only solution. 

Demand for Energy in India 

In developing countries, there is a high 
positive correlation between energy consump¬ 
tion, GDP and the standard of living—as 
it is in the industnalisation/developmental 
phases, requiring energy-intensive technology. 

The Indian economy is characterised by 
low energy productivity, i e, higher energy 
intensiveness. Consequently, accounting for 
only commercial forms of energy, the in¬ 
come elasticity of energy demand for the 
economy is 1.3 times compared to about 1.0 
of many developed economics. (The income 
elasticity of oil demand in India being 1 39). 
No firm estimate of price elasticity is 
available for India . 1 The higher energy in¬ 
tensiveness is caused not only by misuse of 
energy resources but also largely by choice 
of energy intensive technologies of many 


production processes, particularly those in 
the industrial sector. 

As per the ministry of petroleum and 
natural gas (MOPNG), the projected de¬ 
mand for petroleum products are as follows: 

1989- 90 54.1 MMT 

1994-95 77.7 MMT 

1990- 2000 101.3 MMT {likdy estimate) 

Natural gas is considered to be an attractive 
substitute for scarce oil, particularly in the 
transport and domestic sectors. Natural gas 
could substitute at least l/4th of the total 
demand for oil in the country. Therefore; a 
long-term gas policy is most essential for the 
optimum use of gas 

Supply oi Energy in India 

0,1 

In the total availability of primary sources, 
the share of oil has remained around 30 per 
cent. This share has varied somewhat from 
year to year, implying that this fuel acts as 
a ‘swing fuel'. Efforts at maximising crude 
oil production is resulting in the quality of 
the crude oil becoming heavy. 

The government envisages an increase in 
crude production from merely 35 MT in 
1990 to 50 MT in 1995. The corresponding 
figures for natural gas (NG) are approx¬ 
imately 15 and 25-35 bn cubic metres. 

As pet the MOPNG, the level of self suf¬ 
ficiency in crude oil production was expected 
to decrease from 59.02 per oent in 1989-90 
to 53.2 per cent in 1999-2000. The levd of 
self-sufficiency in the refining capacity 
would alsp decline from 90.5 per cent in 
1989-90 to 80-83 per cent during the nod five 
to 10 years. Inevitably, the country would be 
compelled to import increased quantities of 
crude oil and petroleum products with con*. 
sequent rise in the import bill on this ac¬ 
count. Hence, the most important step is to 
accelerate exploration in our own sedimen¬ 
tary basins by foreign companies as well as 
the domestic private sector. 

Natural Gas 

A noteworthy feature in the supply of 
primary sources of energy has been the im¬ 
pressive rise in the share of natural gat. This 
share increased from 2 per cent in 1970-71 
to more than 8 per cent in 1989-90. About 
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a third of our current production (of approx¬ 
imately IS bn eu metres) of NO is unutilised. 
1b this should be added, 13 million cu, 
metres of associated gas, which is worth 
Rs 700 crore, that is being flared and thus 
i wasted. Hence, the scope for stepping up gas 
; utilisation is enormous and suitable measures 
I should be considered by the government to 
ensuie this. 

Coal 

Given the relative abundance of coal 
among primary sources of energy, fuel 
substitution in favour of coal may become 
imperative. The share of coal, howevei, in 
primary sources of energy has been on the 
decline—from 62 per cent in 1970-71 to 57.7 
per cent in 1989 90. 

Of India’s primary energy supply, 30 per 
cent is based on imports. Again within 
energy imports, the major part is oil 
imports. 1 

The oil import bill for the five-year period, 
1990-95, has been estimated to Rs 56,000 none 
against the original estimate of Rs 38,(XX) 
crore, following the tupee devaluation 4 

The international price of crude oil is 
found to have a negative relationship with 
. crude oil imports—but the elasticity of im¬ 
port demand for petroleum with respect to 
its international price is low implies that 
depreciation of the rupee cannot be expected 
to cause much reduction in petroleum 
imports. 

Problems of supply and demand manage¬ 
ments of energy resources, invariably throw 
up the third problem, which is rational pric¬ 
ing of energy resources. 

In India, prices of ail forms of commer¬ 
cial energy are administered by state agen¬ 
cies. 5 So far as electricity and coal are con¬ 
cerned, their administered prices lag much 
behind social prices. The irrational adminis¬ 
tered prices of electricity and coal have led 
to adverse financial conditions of both elec¬ 
tricity and coal industries. 

There is a substantial gap between the 
domestic cost of production of petroleum 
products and the ceiling selling price in the 
country. In certain cases, the border price 
of these products is substantially less, in¬ 
dicating that it is cheaper to import (his 
commodity, but the price advantage is not 
passed on to the consumer, cither for dome¬ 
stic use or for manufacturing activities. The 
percentage component of excise, sales tax 
and octroi on petroleum products has shown 
a decline over the decade; in certain cases, 
the decline has been substantial, indicating 
that the administered prices have had to ab¬ 
sorb the rising costs involved in the produc¬ 
tion and distribution of the various kinds 
of petroleum products. 

As in other countries, be they centrally 
planned or under market economy, in India 
too, the initial thrust was on supply manage¬ 
ment of energy resources. This thrust though 
well intcniioncd, has a somewhat misguided 
. belief that enhanced supply would eventually 
5 take care of demand at some price which the 
user would be able to- pay and is acceptable 

I UrM 

* s 


to the supplier at the same time 

hi India, as in many other countries, this 
exclusive thrust to supply management of 
commercial energy forms, that too uiunte- 
grated, continued till the energy resource 
crisis began to be felt since the early 1970s. 
It is only then that policy planners began to 
pay attention towards demand-side manage¬ 
ment of energy resources and this attention 
brought into sharp focus the energy resource 
related problems peculiar to India. In the 
meantime, it has led to a relatively high 
energy-mtensiveness of the economy. 

From the above discussion, we find that 
the need lor demand management on the 
one hand and development of energy 
sources, like, coal and natural gas. on the 
olher, aie imperative for India. 

There is a problem of a lack of adequate 
data base on the supply of, demand for and 
price movements of various types of energy. 
Absence of such information has caused 
much difficulty in planning and finding 


suitable measures to solve energy problems. 
The situation or commercial energy forms 
are, however, much better in this regard. 
Though even these informations are not well 
co-ordinated. 

Also inadequacy of data on sectoral-cum - 
regional distribution of all kinds of fuel con¬ 
sumption at sufficiently disaggregative 
levels, makes it difficult, for example, to 
estimate the consumption of HSD for dif¬ 
ferent end-uses in agriculture and road 
transport. There is also an important gap in 
respect of the regional distribution of many 
of our macro-economic plan targets, which 
makes the adoption of scientific approaches 
to projecting energy demand difficult. 

Mobilisation of funds is also an area of 
concern, particularly in view of the present 
scenario. The question here is—how will 
India raise resources of the magnitude of 
about Rs 60,000 crore for 1990-95 (as detail¬ 
ed earlier), especially at a time when it is fac¬ 
ed with a situation of mounting trade deficit, 


Tabi t I- ESIC (1965) 


Areas of Emphasis Methodology Major Findmgs/Holicy Recommendations 


Macro: Demand- 
side static approach 
A survey of the 
energy resources 
and present and 
prospective 
demand—total, sec¬ 
toral and regional 
for suggesting how 
best the resources 
can be developed in 
advance so as to 
eliminate shortfalls 
and help planned 
development 
The capital required 
to i.over the expan 
sion of the energy 
supplying industries 
during 1965/66- 
1980/81 


The aggregate energy 
required for allernative 
growth rates ol the 
economy—taking into 
account sectoral growth 
and their energy 
consumption. 
Fstimation of probable 
levels of regional 
demand. 

Estimation of probable 
average unit cost of in¬ 
vestment in each form 
of energy and from 
that and energy de¬ 
mand, the expected 
gross investment cost in 
each plan period is 
calculated. 


The total energy resources are adequate 
but not abundant for the present stage of 
development. 

Much of the coal is difficult to use 
because of the high ash content; the in¬ 
digenous oil supply is insufficient to meet 
more than a relatively small fraction of 
prospective demand. 

In planned economic development, 
geographical limitations of fuel supplies 
(e g, coal availability in particular 
regions only) are to be kept in mind. 
Pattern of the Indian energy economy will 
be dictated by the relative advantages and 
relative costs of different fuels. Trend of 
almost all economically developed coun¬ 
tries is at present towards an oil-based 
energy economy. There are evident signs 
in India of a similar trend. But, some 
caution is required before assuming that 
this trend should be accepted and en¬ 
couraged in Indian conditions. Tend 
towards oil is moving much less slowly in 
Europe, which is similar to India in hav¬ 
ing lutle or no indigenous oil and is con¬ 
cerned with the possible effects on 
balance of payments. 



Table 2: FPC (1974) 

Areas of Emphasis 

Methodology Major Findings/Policy 

Recommendations 


Macro: Demand-side static 
approach 

Estimation of commercial 
energy (coal, oil and natural 
gas and electricity) demand- 
sectoral and regional. 
Efficiency in the use of 
various fuels 

Appropriate policy mix for 
the energy sector 


Demand estimation 
by: 

Extrapolation 
Regression 
End-user method 


Pattern of usage: 

Coa) should be the primary source 
of energy: 

Region-wise energy policy should be 
a part of regional development 
strategy. 

Regional imbalance: 

Regional distribution of demand not 
balanced. 

Primary objective 

Energy planning should be minimisa¬ 
tion of energy cost as opposed to the 
present strategy of emphasis on ade¬ 
quacy of fuels. 

Energy pricing policy require* an in¬ 
crease in fuel price* in order to 
substitute oil by coal and electricity. 
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dwindling foreign achange reserve* and an 
advene balance of payments position? 

The government has already taken certain 
measures, viz, raising the prices of petroleum 
products, kke, MS and LPG by 20 per cent 
and that of others (excluding SKO and HSD) 
by 10 per cent to net in over Rs 1,600 crore. 
This would partially meet the additional 
burden of Rs 2,000 crore imposed by the 
depreciation of the rupee against the dollar. 

With this overview of the energy scenario 
in general, and the special features of the 
energy sector in India, in particular, in the 
nett section we shall trace the evolution of 
energy policy planning in India. 

Ill 

Energy Policy Planning and 
Modelling Exercises 

We shall now move on to a discussion of 
some of the energy policy planning exercises 
done in India so far by the govern- 
ment/ Planning Commission. 

In India, several committees and working 
groups were set up for conducting studies 
on the Indian energy sector. Prominent 
among such reports are: 

(i) Report of the Energy Survey of India 
Committee [ESIC: I965J. 

(ii) Report of the Fuel Policy Committee 
(FPC: 1974], 

(iii) Report of the Working Group on 
Energy Policy |WGEP: 1979] 

(iv) Report of the Committee on Power 
[RCP: 1980| 

(v) Modelling Energy Demand for 1*0110' 
Analysis |Parikh. 1981 j. 

(vi) Towards a Perspective on Energy De¬ 
mand and Supply in India in 2004-2005 
(ABE: 1985). 

(vii) Perspective Planning and Policy for 
Commercial Energy (Sengupta: 1988]. 

We shall briefly review some of these 
reports which will enable us to find out the 
directional thrust of the policy planning 
models in India over time and the methods 
used in these planning exercises. 

The Fuel Policy Committee (1974) was set 
up to draw the recommendations for a 
coherent eneigy policy, which should be an 
integral part of ihc national plan. The main 
thrust of the repoi* was to evolve an ap¬ 
propriate policy mix for the energy sectors 
for the period up to 1990-91. 

The Working Group on Energy Policy 
(1979) was set up to review the developments 
in the energy sector within and outside the 
country as well as the conclusions and 
recommendations of the Fuel Policv 
Committee. 

The study on Modelling Energy Demand 
for Policy Analysis by 1 Parikh was initiated 
in the Planning Commission in 1981 to fulfil 
the need'for a national energy modelling 
system in order to look at various energy 
uses and options and help identify policies 
for energy systems management. 

The abjective of the report of the Ad¬ 
visory Board on Energy (1985) was to make 


energy demand and supply projections for 
the next twenty yean, i c, till 2004-0$. 

The report on Perspective Planning and 
Micy for Commercial Eneigy ty R Sengupta, 
Planning Commission (1988) aimed at 
analysing the optimal strategy of supply of 
energy need of the economy to ensure the 
achievement of the targets of growth, distri¬ 
bution and efficiency by meeting the final 
demand for different energy forms at least 
resource cost. This model also took into ac¬ 
count the substitution between commercial 
and non-commercial fuels. 

The areas of emphasis, methodology 
adopted and the major findings of these 
reports have been presented in tabular form 
in order to tarilitate comparison among the 
different studies. 

In the light of the discussions in tne 
previous and present sections, we find that 
even though India has been facing oil crisis 
as late as in 1990-91, its transition to oil is 
not yei over, though oil substitution and in¬ 
creased energy efficiency have gained pro¬ 
minence in the energy policies. To face the 
challenge ot this transition, energy policy¬ 
makers developed models using the tradi¬ 
tional approach and then the end-use ap¬ 
proach. This may be sufficient to plan the 


growth in the energy sector, but other tools 
are still required for the development plan* •> 
ning of enetgy systems. 

In most of the reports, the aim has beaS' 
to forecast the demand for different type! ? 
of fuel by using the traditional approachpi 
like, extrapolation of past trends and ngn*- ; 
sion models or the end-use approach and 
then analysing the problem of choice aaooag 
the alternative fuels. Parikh [1981] fat alao 
essentially a demand model, but it projects 
energy demand on the basis of macro pro* f 
jections from the SIMA model, thereby V 
recognising the important relationship bet¬ 
ween the energy sector and the rest of the 
economy, including factors like, urbanisa¬ 
tion- The elasticity coefficients of energy 
demand, worked out by many of the reports, 
are useful as they indicate the degree of sen-, 
sitivity of energy demand with respect to 
price and hence show effective price policies 
would be in ensuring conservation and ef¬ 
ficiency in the use of energy. 

After estimating the demand for energy; 
the reports hove examined the various supply 
options to meet this desired estimated de¬ 
mand. Thus, all the studies have adopted the 
demand-side approach, that too at an aggre¬ 
gate level, except Sengupta [1988], which la 


Table 3. WGF.P (1979) 


Areas of Emphasis 


Methodology 


Major Findings/Policy 
Recommendations 


Macro: 

Demand-side slant 
approach 

Estimate commercial 
energy demand - 
sectoral and regional 
Survey preseni and pro¬ 
spective supplies of 
energy 

Measures for optimal 
use of eneigy 


Estimate demand by: 

Using conventional method to 
arrive at Reference Level 
Forecast (RLF)--gives energy 
demand if no measures to 
manage energy demand and 
supply are adopted 
The best level of energy de¬ 
mand, if policies for reducing 
the energy intensity are 
adopted, are referred as the 
Optimum Level Forecast 
(OLF). 


Projected Demand: 

FYr capita consumption of energy 
is low, but energy consumption 
per unit of output is high and 
increasing; 

Energy:GDP elasticity coefficient 
is> 1 

Sectoral energy consumption 
indicates that there is scope for 
conservation without restraining 
growth. 

Reorientation of approach: 

Energy policy issues to be et- 
aminrd with reference to demand 
management as much to meet a 
given demand. 


Table 4: Parikh (1981) 


Arras of Emphasis 

Macro: Demand-side 
static 

Approach Project sec¬ 
toral commercial energy 
demand 

Assess impacts of 
various energy policies 
on energy reqimemcms 
Identify energy supply 
mix of various sources 


Methodology 


Major Findings/Policy 
Recommendations 


Projection of macro¬ 
economic variables from (he 
SIMA* model 
These protections are then 
used as inputs in the 
F.NDIM** model 
‘Simulation of the Macro- 
Economic Model for assessing 
energy demand for India. 
••Energy Demand Model 


Projected Demand: 

. Energy intensities of small eneigy 
consuming industries will increase 
m future, because of the substHu- 
lion of commercial for non¬ 
commercial energy; some reduc¬ 
tion in energy intensity is ex¬ 
pected from the large energy con¬ 
suming industries due to improv¬ 
ed technology 

Imbalanced regional distribution 
of energy demand and supply 
and its possible implications haw 
been worked out 
Investment requirements to meet 
(he projected demand have been 
worked out 

Specific policies for the various 
energy sub-sectors have been 
worked out 
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essentially a supply-side model and has been 
worked out at a disaggregate level. 

The report of the ES1C (1963] introduc¬ 
ed the concept of 'coal replacement’ units, 
which recognised the efficiency with which 
fuels are used. Energy accounting was done 
for different sectors according to end-uses. 

In none of the models, except Scngupta 
[1988], the demand and the supply sides have 
been integrated to arrive at the optimal mix 
of energy supply. An integrated approach 
helps to identify steps which connect the ap¬ 
propriate primary energy forms with the re¬ 
quired useful energy so as to increase the ef¬ 
ficiency of the entire energy ssytem. 4 
Scngupta (1988] considers the estimated 
supply of individual supply sources and in¬ 
tegrates it with the demand for different 
forms of energy to find out the minimum 
cost at which a certain projected growth rate 
of the economy can be sustained. 

It is also worth mentioning that except the 
1981 and 1988 studies, which ate essentially 
demand and supply models for energy res¬ 
pectively, the others arc essentially policy 
planning exercises and not models in the 
strict sense of the term. 

One of the main characteristics of develop¬ 
ing countries is their lack of capacity to pro 
vide the population with basic needs, in¬ 
cluding energy. The purpose of economic 
development is to overcome this primary 
problem, and so there is no place for a sim¬ 
ple supply-demand analysis in developing 
countries. Energy planning must provide a 
mechanism that will transform the energy 
requirements of low productivity areas into 
effective enetgy demand. 

Some developing countries, like India, 
have very heterogeneous societies, differing 
from industrial countries. Inequalities in 
developing countries are quite marked, par¬ 
ticularly as far as income is concerned, and 
it is hard to identify homogeneous gimps 
of consumers with which to link specific pat¬ 
terns of energy consumption. Energy plans 
mainly benefit high productivity arras, 
polarising industrial growth and urbanisa¬ 
tion, while the low-productivity areas, which 
provide work for the majority of the popula¬ 
tion, remain in the same underdeveloped 
situation. 

All the exercises undertaken so far are 
macro in approach, thereby assuming that 
the behaviour of individuals at the micro 
level is consistent with it. But, in reality it 
is actually not sa For example, the substitu¬ 
tion of conventional sources by non-con- 
ventional sources of energy has been shown 
to be efficient, but effectively much substitu¬ 
tion does not take place, the reasons for 
which is never sought to be asked—whether 
it is lack of information or existence of 
sociocultural bias (like, in the case of 
biogas). 

Though in certain cases, technically the 
possibilities of substitution exist, e g, coal 
in place of oil or gas in place of coal, there 
is no inducement to substitute under the 
existing price reghpe, unless the relative 
prims change nod make substitution pro- 


Enable. None of the studies consider the ef¬ 
fects on supply and demand under different 
price regimes, talcing into account inter-fuel 
substitution ss weH as fenewmble sources/ 
non-convrmiona] sources. 

The implicit approach of planning by 
Sengupta (1988] has been to utilise the 
availability of energy from either of the non- 
conventional energy sources (like, solar, 
wind, biomass, tidal waves, etc) substituting 
non-commercial or conventional commer¬ 
cial enetgy resource, provided the technology 


is upscaled and revised in our Indian con* 
dition. The study recognises that given the 
vast gross energy requirement of the Indian 
economy in the terminal year, 1999-2000, on 
account of 6 per cent rate of growth of ODP, 
any benefit from the development of any of 
the noniconventional energy technologies 
would be a bonus. 

All the models are static in the sense that 
they take the existing energy system as out¬ 
come of the prevailing technology and prim 
configurations; i e, the projections are con* 


Tarle 5: ABE (1985) 


Areas of Emphasis 


Methodology 


Major Findings/Policy 
Recommendations 


Macro: Demand-side 
static approach 
Demand estimation of 
commercial energy in 
2004-05- 


End-use approach to estimate 
sectoral eneigy demand. 


Projects Demand: 

Commercial energy :G DP elastici¬ 
ty works out to 1.4-1.3, compared 
to 1.62 observed during the 
earlier 20 years, implying an in¬ 
crease in the efficiency of energy 
usage 

Specific policies: 

Present policy regarding raining 
of coking coal to be reviewed, as 
India has sufficient reserves of 
this. Special effort should be 
made to increase the proportion 
of proven reserves of non-coking 
coal. Technologies for improved 
coal utilisation notably gasifica¬ 
tion and coal/water or oil mix¬ 
tures need to be developed. 

Efforts should be made to utUike 
gas to substitute foi liquid 
hydrocarbons 


TAHLt 6. Si.nc.upta (1988) 

Areas of Emphasis 

Methodology 

Major Findings/Policy 
Recommendations 

Macro: Supply vide static 

Integrated energy 

Projections: 


approach 
Tne approach to the planning 
methodology is socialistic: 
Prices of energy do not guide 
investment decisions. 

Analysis of the problem of 
choice of alternative energy 
resources in different regions 
to meet the requirements of 
commercial energy of the 
economy, assuming alternative 
target growth rates of the 
economy, i e, the best strategy 
of suppiy Of energy need of 
the economy to ensure the 
achievement of the targets of 
growth, distribution and effi¬ 
ciency-The perspective plans 
for petroleum products and 
coal along with the results ol 
inter-fuel substitution analysis 
for certain consuming sectors 
have been worked out 


modelling. 

A system of intercon¬ 
nected individual 
models on the sub¬ 
sectors, coal, oil, 
natural gas and elec¬ 
tricity have been 
developed The findings 
on the long run de¬ 
mand projections for 
cornmeicidl energy, the 
availabilities and the 
economic ecsts of 
energv resources are 
given. Supply siJc 
begins with the 
estimated pro¬ 
gnosticated geological 
resources and proven 
reserves along with 
their regional distribu¬ 
tion. The models have 
incorporated the con¬ 
version of energy 
resources into the final 
items of supplies. 


Comparative estimates of 
elasticities of petroleum demand 
with respect to GDP show that 
the level of absolute 1 demand for 
petroleum is not as sensitive to 
the choice of GDP growth (3 per 
cent, 6 per cent, 7 per cent) as in 
(he case of coal and electricity. 
Share of conventional energy will 
rise to aDout 85.7 per cent in 
2i)u4-0l Given the requirement 
ol non-commercial energy, and 
taking care of inter-fuel substitu¬ 
tion. for sustaining a 6 per cent 
rare ol growth, the projections of 
different energy sources show that 
coal and lignite will remain the 
dominant sources of energy and 
its share in the gross enetgy will 
increase 

Hydrocarbon will figure as the 
second dominant fuel and 
nuclear and hydcl will still remain 
minor. 

Choice of technology and fiid in 
two major sectors, viz, power amt 
fertiliser was studied. As natural 
gas is expected to be available in 
large quantities, the economics of 
gas utilisation has been worked 
out in details. Development plan¬ 
ning of energy system is 
necessary. 
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strained by the required investment forth¬ 
coming and by .be existing pricing system; 
the new investment too will yield to the ex¬ 
isting price system. The models do not seek 
to find out as to what happens if investment 
is fixed with a change in technology or prices 
of energy. 

In Sengupta [19881, the approach to the 
planning methodology has been a socialist 
one, the prices of energy have not been 
assumed to guide investment decisions Pric¬ 
ing of energy is supposed to follow the m 
vestment decision and the strategy of sup 
ply of energy in order to ensure that ihe 
optimum strategy of meeting energy need is 
achievable through the mechanism ol decen¬ 
tralised decision-making, pricing i> >o be 
viewed as a policy tool, ensuring investment 
along the optimal lines ot development of 
the energy sector. It should induce the con¬ 
sumers of energy to conform in ihetr choice 
of fuel mix and tates of enttgv consump¬ 
tion. In short, any price system is to sup¬ 
port the real system of pi eduction and in¬ 
vestment as a supporting efficiency one. If 
the rate ot growth of the eneigv sccfot has 
to be sustained at the rate featured by the 
long-run projections of supply to meet she 
demand, then the tolluwmg ts*o important 
conditions have to be ensured' 

—there ts no constraint oi mvesuble 
resources for capacity expansion ot the 
energy sector; 

—the different sectors ot the economy have 
got the ability arid inducement to consume 
energy in a pat'em which conforms to the 
target demand projection foi s given growth 
rate of GDP, taking due cart* ot energy 
conservation. 

According to the group, the pining of 
basic energy items needs to be changed to 
achieve the above obieuv-cv 

All reports mention that the.c is no ra 
tionale behind the energy pricing policy in 
India and an appropriate policy is neecv.ary 
But, none of them have attempted to tor 
mutate one. As mentioned earlier, in Section 
IV, since many energy users are now paying 
less than what they should for asal and elec¬ 
tricity, they are obviously being encouraged 
to misuse it. This wastage will continue id! 
the government, in the absence of a market 
economy, intervenes and sets the rational ad¬ 
ministered prices for different energy forms 
and at the same time ensiu ing smooth supp¬ 
ly of energy resources and related efficient 
conversion and consuming devices or cor¬ 
responding easy capital to al! sectors of 
economy. In India, the government can in¬ 
tervene in demand management through the 
pricing mechanism. For example, I he govern¬ 
ment can impose price discrimination for the 
price of electricity during peak and off-peak 
periods. 

As mentioned in the 1974 report, all three 
Objectives of energy price policy, viz, ro in¬ 
crease the profitability of the energy produc¬ 
ing sector, achieve economy in fuel use 
through inteifuel substitution possibilities 
and to keep inflationary impact on energy 


prices as low as possible are conflicting to 
each other up to a certain degree. A price 
policy which satisfies the desired profitability 
criterion is an inflationary alternative and 
may also have undesirable effects on fuel 
substitution. The instruments-targets ap¬ 
proach says that there should be at least as 
many instruments as targets. 7 Here one 
single instrument, viz, price policy is sought 
to be employed to achieve multiple goals. 
Bin, a pricing structure, giving due impor¬ 
tance to each of the above objectives has not 
Ireen designed concretely in the absence of 
knowledge on demand responsiveness of the 
i odsiimets to price changes. 

The regional distribution of energy re¬ 
quirements have been considered in Parikh 
[1981] m a follow-up of the modelling work, 
not based on any model, but on a judicious 
mix of considerations that go into the distri¬ 
bution of energy demand. 

So far as the major results are concerned, 
most of the reports have been unanimous 
in drawing the following conclusions. 

- though the per capita energy consumption 
is tow, energy intensify is high and the 
enetgy-GDP elasticity coefficient is greater 
than one; 

- -substitution of othei energy resources by- 
coal to the extent possible, in view of the 
vast resoutccs of coal which India has 

—all attempts should be made to commer¬ 
cialese non commercial and renewable 
sou: ccs of energy. 

The single most important characteristic 
ot the Indian energy scene is that there is 
an abundance of policies, but a total lack 
of goals and strategies and co-ordination. 
A policy is a specific course of action to im¬ 
plement a stiategy. Goals provide a focus for 
a stiategy, which in turn co-ordinates and 
integrates policies and prevents inconsisten¬ 
cies. Without a strategy, policies have no 
coherence, and without goals, a strategy has 
nr. frxus Hence in the absence of an inte¬ 
grating energy strategy, the country does not 
base a coherent and synergistic set of energy 
policies In fact, many policies conflict For 
example, till vet y recently, no significant at¬ 
tempt’> have been made to work out policies 
to increase the exploitation of coal and other 
sontccs, l:k'\ natural gas and reduce energy 
intensities to any significant extent. 

Here we have reviewed the reports pre¬ 
pared by the government'Planning Com¬ 
mission at different points in time But, 
many non government organisational (NGO) 
professionals have also formulated energy 
policy planning models and stressed the need 
fot integrating demand side management 
options into supply planning. 

CONCUUSION 

We shall conclude the discussion with 
some observations and suggestions regarding 
energy policy planning in developing coun¬ 
tries. like, India in the light of the above 
analysis. 

The linkage between energy consumption 


and economic growth has been broken 
decisively by the developed countries after 
the oil crisis, which broke out in the early 
70s. Middle income and lower middle in¬ 
come countries too have shown that efficien¬ 
cy of energy use can significantly reduce the 
consumption of oil without impairing eco¬ 
nomic growth aims. Ironically, however, the 
low income oil importing countries, among 
them India most prominently, have remained 
stuck with high energy intensity in their 
economic development processes and 
profiles. 

fnergy systems in developing countries, 
like India, are still growing. The macro ef¬ 
fects of energy pi ejects in developing coun¬ 
tries are large and difficult to assess in a cost- 
benefit analysts. The state has A very impor¬ 
tant place in the economy of developing 
countries, particularly in the energy system. 

Many developing countries are still using 
energy planning methods developed to face 
the challenges ot industrial countries. Quite 
often methods developed fot the economic 
and social conditions existing m industrial 
countries are used in developing countries 
to fotecast energy demand and analyse its 
social and economic benefits. Tbes: methods 
are not able to solve (tie problems faced by 
developing countries because the aim and 
the nature of the energy planning process in 
developing countries are different. The 
energy planning experience of industrial 
countries is useful for developing countries, 
so as far as modern sectors ef the economy 
are concerned. However, for a proper assess¬ 
ment ot the energy system of developing 
countries, the methodology which is able to 
tackle both the low and high productivity 
areas of the economy would be appropriate. 

Developing countries, like India, need an 
approach to energy planning, which inte¬ 
grates both sides, supply and demand, 
within the planning framework. Energy 
supply and demand growth should promote 
structural changes and induce technologial 
developments which will substantially in¬ 
crease productivity in low productivity areas. 
Development of the energy system should 
he particularly linked with the use of natural 
resources, which are as yet idle, like, natural 
gas. The energy system cannot by ttsdf solve 
all the problems of economic development, 
nevertheless, it has a central role in the 
economic development process. 

Unfortunately, development in the energy 
sector is usually measured in terms of per 
capita energy consumption. As a result, 
energy consumption has become an end-in- 
itself. The distinction between the services 
provided by energy through end-use devices 
and energy consumption is important 
because energy services depend, not only on 
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the magnitude of energy input, but also on 
the efficiency of the end-use device Energy 
conservation is only one component of de¬ 
mand management. As a result, energy ser¬ 
vices can be increased not only by increases 
in the supply of energy, but also improve¬ 
ments in the efficiency. The foremost of such 
actions is assigning adequate importance to 
demand management. This can be done by 
doing systematic energy accounting at the 
national level. Such energy accounting 
would reveal uses of various forms of energy, 
both commercial and traditional by different 
using sectors and energy audit will help to 
increase energy productivity by the using sec¬ 
tors.* Such accounting would yield a 
measure of overall energy productivity of the 
economy (similar to the capital/output 
ratio). Here too, certain problems exist, e g, 
for some industries, like, integrated iron and 
steel, fertiliser, cement, etc, one time figures 
for energy intensities are occasionally 
available Hence the extent of energy inten¬ 
sity in an industry, its change over time and 
the extent of reduction possible cannot be 
estimated It is estimated that 15 per cent 
tc 20 per cent of energy can be saved through 
conservation efforts and efficient use. 

We also need to frame a national level 
energy utilisation strategy in the form of a 
model that would give the most desirable 
ways of using different forms of eneigy by 
different categories of users, taking into con¬ 
sideration the present and future availa¬ 
bilities and social pi ices of energy forms A 
total rethinking oh our present technologies 
of energy uses in terms of substitution with 
other sources or between different energy 
resources is essential to complete such a 
model. For example, matching the invest¬ 
ment on exploration of oil appropriately 
with the exploration and production ol bel¬ 
ter quality coal should be done, as India en¬ 
joys a comparative advantage in coal pro¬ 
duction (TER! and IIM(A) are working in 
this area). A technological vision is also re 
quired. We should identify options that are 
economically attractive for us and develop 
them. Otherwise, we shall always be impot- 
ting technologies not completely appropriate 
for us. Japan has shown such a vision and 
has time and attain come out as winners. 

In addition to the integrated energy plan, 
there is need for an exercise that would help 
in improving regional energy balances. This 
can reduce the burden on the national 
transport infrastructure and reduce the cost 
of transporting energy. 

While developing countries, like India, are 
legitimately anxious to achieve high growth 
rates so that they can catch up with 
developed countries, they in fact find it 
difficult to do so mainly due to the under¬ 
developed resources and domestic markets. 
Not only the basic inputs (like, coal and oil) 
are not easily available, the escalation in their 
prices (particularly of oil, which is at pre¬ 
sent an essential import item for all non-oil 
producing developing economies), makes a 
big dent in their already difficult balance of 


payments position. Hence the development 
of alternatives, like, inter-fuel substitution, 
demand management and a new approach 
to policy planning becomes imperative. 

Notes 

(The author is indebted to J P Psinuly, B Saha. 
S Gokarn and J Parikh of IGIDR for helpful 
comments and suggestions on earlier drafts of 
the paper. The author has also benefited from 
discussions with S Singhell of IIP, Dehra Dun 
and P P Roy, CM (BUMS). IBP. Calcutta 
However, the author bearsfuli responsibility for 
any errors and omissions in the paper | 

1 See Brown {1991 j. 

2 See Ibrahim B, and C Hurst (1990). 

3 Exports of petroleum products, which were 
traditionally low and were declining till 
1981-82, started rising from 1983-84 Exports 
of POL products have risen particularly 
quickly since 1985-86 Most of these exports 
consist of naphtha, the major component in 
exports being fuel oil. 

4 The import iigures are based on the projec- 
non that- 

India would be importing about 150 MT of 
crude during 1990-95 (on the assumption 
that it maintains a domestic production of 
about 30 MI per year, and the international 
price of oil iv stable at S 20 a barrel. 

5 In tjpical market economies, energy prices 
are determined by their respective demand 
and supply Such prices reflect the ‘social 
price', i e, the price the society really pays or 
the cost it incurs in producing and then us¬ 
ing a unit of energy On the other hand, in 
centrally planned economies, energy prices 
are usually iilministered that may not reflect 
respective social puce. 

6 At the instance of the ABE |I985|, a project 
was undertaken by TERI to develop an inte¬ 
grated energy model. The government agreed 
that the fullest possible use should be made 
of these siudies while preparing proposed 
policy documents. 

7 See S lUinovsky JI977). 

8 Energy intensity figures and their improved 
targets obtained by technology assess¬ 
ment •'energy auditing of various production 
microsystems ate to be provided to the energy 
prionty users and governmental intervention 
would sec to u that users are obliged to main¬ 
tain the pte-determtneil energy-intensity 
figures or improve upon these. 
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Developing Market Mechanisms in Indian 

Silk Industry 

Simon Charsley 

The proposition that improvement in markets cannot be secured by official intervention in them has been 
put forward by Peter Bauer on the basis of experience of a multitude of efforts in different countries. Over the 
last generation the silk industry in India has seen a series of important interventions and reforms in marketing. 
Do these have any lessons for Bauer's thesis? Does Bauer have lessons for future policy in this area in India? 
The issues are complex and so is the history of interventions. This paper seeks to suggest some preliminary answers. 


PETER BAUER's The Development Fron¬ 
tier [1991 j, has an essay titled ‘Marketing 
Reform: An Inventory of Intervention’. He is 
arguing—and there are of course tiandhian 
echoes here—against any idea that improve¬ 
ment in markets can be secured by official 
intervention in them. He argues this on the 
basis of experience of a multitude of efforts 
in many different countries, though not 
India, and particularly from as far back as 
their colonial periods. Intervention always 
leads to worse results: this is his theme. Over 
the last generation the silk industry in India 
has seen a series of important inlet ventions 
and reforms in marketing. Do these have any 
lessons for Bauer's thesis? Does Bauer have 
lessons for future policy in this area in India? 
The issues arc compter and the history of 
interventions is too, but, on the basis of a 
research involvement in the industry going 
back to 1975 and the recent work of Linda 
Mayoux and myself on iceling. 1 1 should 
tike here to suggest at least preliminary 
answers. 

Silk Industry 

The form and operation of the industry 
have first to be brought to mind. It hardly 
needs to be said that silk as a fabric is 
extensively used in India. This is chiefly in 
the form of sneers, the traditional and still 
largely standard female dress of much of the 
country, but it is also used for a host of other 
luxury and special-occasion items, tradi¬ 
tional and modern. It is worn regularly by 
the wealthy; ladies ol the massive middle 
classes possess collections of sarecs which 
are essential for weddings and other special 
occasions; even amongst the relatively poor, 
silk sarecs are required at least for the bride. 
A large industry ousts therefore chiefly to 
support this domestic demand [Sinha 1990], 
Numerous weaving centres large and small, 
in Thmil Nadu, Karnataka and Andhra 
Pradesh in the south, and in UP, West 
Bengal, Gujarat and Kashmir in the north, 
produce their own distinctive types and 
styles of fabric. There are handloom and 
powerloom sectors, but even in the latter 
most businesses are on a small to micro 
scale. Some of the silk yarn used by weavers 
is imported but much of it comes from 
indigenous reden. 

Silk is produced initially by farmers who 
grow the mulberry on which feed silkworms. 


The eggs from which the “worms' hatch— 
so small that they are usually called ‘seed- 
hare to be produced too, by mating ap¬ 
propriate moths, Bombyx mori, the 
mulberry silkworm, has been reduced so 
thoroughly to dependence on man that its 
moth has lost the capacity to fly to find a 
mate for itself. Though government agen¬ 
cies are heavily involved here, seed produc¬ 
tion already involves many further small to 
micro businesses. Current privatisation 
policies are producing more again. Silk¬ 
worms feed and need tending through a 
period of about a month whilst they grow 
and then spin their cocoons from a con¬ 
tinuous filament of silk. The process of reel¬ 
ing draws out the filament from each cocoon 
and amalgamates several to form a usable 
yarn. For many kinds of fabric this yarn has 
then to be twisted, often two or three strands 
together. This is a separate operation and 
often a separate business. Reeling and 
twisting provide large numbers of further 
small to micro businesses within the overall 
industry. 

This complicated chain of production 
makes the industry an extensive employer of 
labour. This is widely recognised as a majoi 
advantage it has for labour-nch conomics— 
many other countries around the world have 
been making efforts to get in on it: 23 were 
represented at the International Congress on 
TVopicai Sericulture Practices held in 
Bangalore m 1988. 

As currently organised in India, two other 
important advantages are often claimed for 
it. One is the scope it has offered, parti¬ 
cularly in reeling, for the starting up of 
businesses by the poor and disadvantaged. 
At certain tunes and places there have been 
clear, if always difficult, prospects for 
economic and social mobility [Mayoux 
1991 ]. The other is the substantial propor¬ 
tion of the final price realised for silk goods 
which is returned to the primary producer 
despite the extensive processing required. A 
recent estimate puts this at 30.4 per cent 
[Sinha 1990: 79|. Behind both these advan 
tages is a corresponding problem. Start-up 
is at times relatively easy because it can be 
done on a very small scale, but working 
capital is always, even on this smallest scale, 
a problem. The good returns to farmers 
mean that the raw material is already costly 
by the time it enters the processing chain as 


cocoons and remains so thereafter. The pro¬ 
blem is particularly acute at the reeling and 
weaving stages. 

The grassroots of the industry are mainly 
in southern Karnataka, the leading raw-silk 
producing area since the industry was 
established there at the end of the 18th cen¬ 
tury, and in surrounding areas of AP and 
Thmil Nadu. West Bengal, the ancient silk 
centre of India, and Jammu and Kashmir, 
are the other long-established areas for 
mulberry sericulture. There are currently 
major projects under way to expand produc¬ 
tion elsewhere. Non-mulberry, wild silks are 
found elsewhere. Reeling is performed in 
villages and towns in or near producing 
areas, twisting sometimes at rather greater 
distances. Bangalore is the main raw silk 
market of India, located centrally for the 
southern areas of production. Bangalore is 
also itself a major weaving centre and 
extensively involved in the export trade. 
Other major weaving centres, of which the 
largest is Varanasi in the north, are mainly, 
for historical reasons, geographically 
separate from areas producing the raw 
material. 

The final aspect that needs to be noted 
is the importance in the creation of the 
industry, now and in the past, of develop¬ 
ment schemes (Charsiey 1982]. In Bengal it 
was promoted at various limes in the 17th 
and 18th centuries by (he East India Com¬ 
pany; in the late 18th by the last indepen¬ 
dent ruler of Mysore, Tipu Sultan; in the 
19th and early 20th try the maharajah’* 
government in princely Mysore and by the 
government of Madras; in the later 20th by 
the government cf India and state govern-' 
ments. Utterly this has been with the finan¬ 
cial support of the World Bank and various 
national aid agencies and NGOs. Currently 
there is a five-year National Sericulture 
Project in progress, supported by the World 
Bank and Swiss Development Co-operation, 
This has a whole battery of aims for each 
sericulture! area of the country, including 
the privatising of what were previously 
government-supplied services and the setting 
up of further regulated markets. The 
industry is therefore, to a significant extent, 
the creation of official interventions over a 
very long period. 

We can come now to Bauer’s arguments 
for not intervening in markets. What has the 
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,<K experience in the silk industry to say about 
j %! than? He is strongly in favour of tradm and 

j' tbdr positive role in development. He 
I' therefore opposes policies to reduce or 
‘j eliminate middlemen which have frequently 
Ji been tried in a vast range of countries. His 
basic contention is that ‘the services of an 
intermediary will be used only if the price 
(margin) charged is less than the value of 
| service to the customer’ [Bauer 1991: 65/6]. 

This will be so unless people are unaware of 
'f alternatives for marketing or something such 
as restrictive practices or debt to a particular 
middleman prevents people bypassing them 
j Even then, removing intermediaries will 
j "merely reduce the choices and opportunities 
f available to producers and consumers’ 

% [Bauer 1991: 67], 

f MIDDLEMAN AND HIS ELIMINATION 




In the silk industry, as in aspects of rural 
trade more generally, elimination of the 
middleman has indeed been a theme. Yarn 
has to move from thousands of small reding 
businesses to thousands of small weaving 
businesses, almost always in different and 
sometimes very distant places. The people 
who organise and mediate this transaction 
were usually in the past known as silk 
merchants. There were several hundred of 
them, they were to be found mainly in 
Bangalore, and they were the heirs and suc¬ 
cessors to the great financiers and traders 
of pre-colonial India [Mehta 1991; cf Fox 
1973]. A case against them, almost a 
crusade, was developed in the 1970s. The 
attack was more radical though belated as 
compared with action against their country 
cousins in other trades, but its general con¬ 
text and some of its motivations were cer¬ 
tainly the same [London 1975], There were 
two allegations against them. One was that 
they operated individually in such a way as 
to deprive reefers of a fair price for their silk. 
The other was that, collectively, they mani¬ 
pulated the market so as to produce booms 
and slumps, ruining in turn reclers and 
weavers and endangering the industry as a 
whole. 

We shall come back to the question of 
whether they were performing a useful and 
necessary function which would have been 
performed cheaper by someone else it it 
could have been—Bauer's argument. First, 
three bases for the attack need to be briefly 
registered. As merchants they had their place 
in the traditional caste order as vaishyas, the 
superior varna or caste identified with 
money-making, though in practice they 
belonged to a variety of castes and religions. 
This went with an ancient reputation for 
trickiness, not to say cheating. The great 
Max Weber wrote of them, on the basis of 
reputation alone, as ‘virtuosi in un¬ 
scrupulous profiteering’ [1962: 112}. There 
was, that is to say, a long-standing cultural 
basis for challenging them. Secondly, the 
nature of their trade made it difficult to con¬ 
tradict these established expectations. Silk 
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is a valuable commodity and a varied one; 
with complex patterns of supply and de¬ 
mand and a potential for huge profit, 
matched by risks of heavy loss. Merchants 
must operate in a variety of ways, constantly 
using their wits to maximise the chance of 
profit and minimis e the risk of loss. Dealing 
in large sums of money, they are also bound 
to be preoccupied with tax and its avoidance 
Such factors meant that their ways of 
operating were not readily open to inspec¬ 
tion and were difficult to understand. About 
the only thing that was obvious was an de¬ 
ment of trickiness in the manner of their 
transactions. Like merchants of preceding 
centuries [Mehta 1991: 38] they would 
negotiate through brokers in secret ways; 
they often took silk without fixing a definite 
price for it; they would subject payments to 
a range of perhaps dubious deductions. Such 
practices, seen for centuries as trickiness, 
could be used rhetorically against them 
[Balasubramaniam 1985]. Thirdly, govern¬ 
ment agencies, notably the department of 
sericulture of the government of Karnataka, 
had grown up to be identified primarily with 
the grassroots of the Industry. Their involve¬ 
ment was chiefly with the farmers, to a lesser 
extent with reelers, and not at ail with mer¬ 
chants or weavers. A rhetoric of attack on 
merchants therefore fitted their interests and 
needs in the immediate local context, as well 
perhaps as in wider political terms [London 
1975). They would thereby be displaying 
themselves as the defenders of their pro¬ 
ducers against exploitation by an egregious 
set of outsiders. 

Establishment of Silk Exchange 

A campaign to abolish the silk trade in 
its established forms reached fruition in 1979 
with the setting up of a silk exchange in 
Bangalore. Buying and selling of raw silk 
outside the exchange became illegal. The 
idea was to create a regulated market in 
which reelers would be able to sdl to twisters 
and weavers, cutting out the middleman and 
all the costs and defects he was claimed to 
have introduced into the market. Sale was 
to be by open auction, with officially super¬ 
vised weighing and payment in full on the 
spot. After much struggle, legal contestation 
and suspension for a time over the course 
of the first year, the exchange was finally up 
and running. Immediately, however, there 
was a major divergence from the original 
plan, with important implications for the 
future. It was not possible to exclude 
merchants from buying. They came in with 
a new designation, Trader’, as one of the 
licensed participants in the exchange 
Though a few local twisters and weavers 
might be in a position to come to auctions, 
it was immediately obvious that without the 
traders there would be insufficient buyers for 
there to be a market at all. 

In the next year the sericulture department 
staff struggled to get reelers to bring silk to 
the exchange and were increasingly suc- 


cessfuL It is probable that about 80 per cent 
of production ni coming in 1981. But at 
the same time buyers and teflen were both 
experimenting, in two direction*. The search 
was for ways in which legal pro v i si o n s found 
troublesome could be circumvented. For 
buyers, this might be getting round the 
requirement to pay cash on the spot; for 
sellers it might be avoiding the need to at¬ 
tend the ecchange at alL The search was also 
for ways in which the official procedures 
could be turned to advantage This might be 
done, for instance, by obtaining certification 
of quantities and prices of silk which were 
either greater or less than had fat reklity been 
transacted. Both might be useful far par¬ 
ticular trading or taxation purposes. A cor¬ 
responding experimentation amongst of¬ 
ficials meant that some of them were 
inevitably discovering advantages they could 
obtain from the institution and reasonably 
safe methods of doing sa As well as in¬ 
dividual financial gain, the basic require¬ 
ment from the official side was to be able 
to make it look as if procedures were Work¬ 
ing. For this, accommodations and under¬ 
standings were required. 

The process of adjustment was punc¬ 
tuated and encouraged by a series of crises 
in the market when boom and slump, well 
known of old, reasserted themselves. The 
first half of the 1980s were a particularly dif¬ 
ficult period. Now, however, instead of the 
blame being attributable to the merchants, 
it was the government which was in the firing 
line. It was responsible for the exchange and 
how it was operating. It was also responsi¬ 
ble for a Silk Marketing Board which had 
been set up to buy and sell silk in the hope 
of being able to stabilise the market. Both 
exchange and board were, however, soon 
prime candidates to be blamed for the ills 
of the market which manifestly they were not 
succeeding in curing. At times indeed, an im¬ 
probable banding together of merchants, 
reelers and twisters against government was 
achieved. This ted to spectacular and highly 
damaging boycotts, not only of the silk 
exchange but of cocoon markets as well, of 
course, exacerbating the problems of the 
industry. 

Though other factors have been involved 
too—to do with taxation particularly in the 
latest round of troubles—the general effect 
has been to push the whole silk market into 
ever-increasing illegality and even invisibility. 
A mass of new participants have entered it, 
taking advantage of new roles and new op¬ 
portunities, all of them defined to signifi¬ 
cant extent by illegality. At the same time 
the incentive to develop mixed businesses has 
increased, introducing a measure of vertical 
integration into the industry. Successful 
reelers increasingly add twisting and even 
trading to their businesses. This inevitably 
contributes to confusing the simple 
categories in the model of the industry on 
which the reforms were based. At times 
recently it has been likely that the volume 
of silk registered in the exchange was not 
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even half of total production. Even of this 
notional half, much has not been physical¬ 
ly present and even less has been fully tran¬ 
sacted there in anything like the official 
form. Estimates of outDut in the industry 
have to be based, however inexactly, on the 
volume of cocoons produced since this can 
be knotra a good deal more reliably. Since 
the computerisation of the exchange in the 
late 1980s, a fine veneer of impressive 
statistics has masked the underlying ir¬ 
regularity there, but the market itself has 
become ever more difficult to study, under¬ 
stand or, most importantly, in any way to 
control. 

Workings of Silk Market 

What does this story have to say to 
Bauer’s argument? It cannot of course be 
proved that merchants were not previously 
exploiting r e d ers, that they were exacting 
no more than an appropriate return for 
their services. Even if returns could be 
quantified—an achievement to which h is 
impractical for researchers or anyone dae to 
aspire in current circumstances—what level 
of return is appropriate and what constitutes 
exploitation must hugely be matters of 
definition and morel judgment What can 
be said is that the detailed studies I made 
in 1973 of the workings of a small section 
of the market led me to give a very different 
account, in a piece published in EPW in 
1980, to the one on which then abolition was 
attempted [Balasubremaniam 1983]. That 
piece was written as a requiem for the old 
order, and it was in effect suggesting that at 
least part of the market—and there are 
perhaps reasons why it was not entirely 
typical—had not been working entirely 
badly. 

What subsequent events did in any case 
reveal clearly was the variety of functions 
which merchants were performing. It is 
hdpftil here to start with what may be called 
the classic account of the sQk merchant’s 
operation. This terms him a ‘boti’, essentially 
a market maker. A koti does not in princi¬ 
ple buy and sell silk but offers a place where 
idler and buyer can come together to strike 
a deal, and appropriate services to support 
them in doing so. It will be obvious from 
what we already know that the reality was 
often bound to diverge from this: geo¬ 
graphical separation alone meant that buyers 
and sdlcn would not often be physically 
brought together. The koti idea does however 
provide a better basis for understanding the 
range of functions than the notion of the 
merchant as a buyer and seller of silk. 

It highlights the most essential function, 
which in itself ruled out any exclusion of 
merchants from the market, the financial. 
In an industry in which the value added by 
processing is small relative to the cost of the 
raw material and the scale of operations is 
small too—and this is the case at the red¬ 
ing, twisting and weaving stages—processors 
are numerous and for the most part poor. 
Their perpetual problem is how they are to 


afford to hold the costly raw material long 
enough to process it. An extra force is given 
to this problem by the instability of prices. 
Merchants have always therefore been 
manipulators of credit, juggling funds across 
the gap between ixder and weaver. However 
large the resources at their disposal have 
been, they are always likely to fall short of 
demand. In recent times it has been primari¬ 
ly weaving which has been dependent on the 
credit made available by such merchants, but 
the reeler has to be kept in funds too, in 
order to be able to buy bis expensive raw 
material, the cocoons. The task from this 
point of view is to juggle limited funds to 
keep the silk flowing to the maximum prac¬ 
tical extent, and of course to keep it flow¬ 
ing through the channels operated by the 
particular merchant. 

That is one (unction of merchants. A next 
one arises from the fact that buyers may not 
want exactly the same product that sellers 
are offering. The most obvious aspect of 
this is that it is often twisted silk that 
the buyer wants—twisted to a particular 
specification—or even silk further prepared 
as warps. This further processing has in the 
past only rarely been carried out by reders. 
Merchants are therefore the ones usually 
organising it, either by putting the silk out 
to independent twisters or by doing it in 
twisting factories which they themselves 
own. Few twisters buy and sell silk on thdr 
own account. 

A subtler issue concerns the maintaining 
of quality, a theme and preoccupation in the 
industry reaching back to the earliest records 
[Chaudhuri 1973:141-42]. Silk produced in 
Indian conditions is a variable; hand-worked 
commodity. The quality of any particular 
lot is only established condusively when it 
is used, first in twisting and then for weav¬ 
ing. The way merchants operated in the past 
allowed a feedback on quality. If there were 
defects, complaints and even sanctions could 
be passed back to the reeler. lb the extent 
that open-auction and marketing-board buy¬ 
ing prevailed, this kind of link was broken. 
Within a few years of the opening of the 
exchange a new retrain was heard, of the 
deterioration of the quality of the silk being 
produced. It was argued that, with any 
quality of silk saleable without guarantee or 
come-back, the incentive to produce well had 
been severely weakened. There is a little 
direct evidence of this from research at field 
level amongst rcelcrs [Charsley 1990], but it 
is nevertheless difficult to be sure of the force 
of the argument since all the better qualities 
of silk were soon being transacted at a 
premium outside the exchange What is clear, 
however, is that the silk exchange has in this 
way become a scapegoat for quality .pro¬ 
blems in the industry as a whole 

it is finally, and this is the third function, 
the merchants who open and maintain the 
channels of communication, about quality 
as well as types and quantities and prices, 
and for transporting the silk between the 
market centres of silk-producing areas and 


the distant weaving centres. In doing ltd* 
they are exploiting gap* in communication, j 
At times—particularly it seems in the trade'.'' 
between the south and Varanasi—the pro- ‘ 
fits appear to reach striking levels. But then 
is no evidence that they create the gape in' 
any sense Until others—the Silk Marketing ,, 
Board perhaps—achieve viable strategies for 
overcoming them, it is the merchants and In¬ 
creasingly reeiers-cum-tradcn who maintain ' 
the required links. 

ASSESSMENT OF SlLK EXCHANGE 

Policy 

An immediate implication of the silk 
exchange experiment is that middlemen can¬ 
not be eliminated if the tasks they perform 
have not been well understood and alter¬ 
native provision made for them. In this cue 
it is difficult to see how this could be done. 

A by-product of the attempted reform was 
therefore turmoil, out of which new 
and undesirable complexities have been 
generated. It did also, however, create an 
alternative and unquestionably useful chan¬ 
nel for marketing. 

Setting uide the matter of legal 
compulsion—which has in practice partially 
happened already—this alternative channel 
has proved valuable to important sections 
amongst producers and of the trade 
Paradoxically, the silk exchange today fulfils 
the original specification most dosdy in 
dealing with dupion silk [Charsky 1992]. 
This is a kind of silk and a section of the 
trade which has grown and flourished in the 
period since the silk exchange was set up 
It was not even provided for in its organisa¬ 
tion and structure. The exchange also re¬ 
mains valuable u an arena in which buy¬ 
ing by the Silk Marketing Board can take 
place This has proved important in assisting 
smaller reeters directly and in helping to set 
prices for the market more generally 
[Mayoux and Charsley 1990]. 

Bauer’s original thesis is therefore at least 
partially vindicated. It became clear that 
merchants had been performing useful and 
necessary functions which could not easily 
be performed at all, let alone more cheaply, 
by someone else. It has to be noted here that' 
silk merchants have not been able to bold 
rcelcrs through indebting than, whatever 
other more subtle strategies they may have 
employed. Nor has there been any sugges¬ 
tion that they formed a dosed guild limiting 
companion by keeping newcomers out. 
Indeed, like thdr 17th century predecessors 
they have always been a heterogeneous lot 
in their castes and religious origins. It is 
unlikely therefore that, if efforts to limit 
competition have been made, they can ever 
have been very successful. Bauer cannot, 
however, be said to be unambiguously right 
Intervention has certainly had its troubles 
but it has not been all bad. A sharper 
distinction is needed between intervention 
which sets up new possibilities—as local 
buying of small lots by the Marketing Board 
has recently done—and intervention which 
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alio acti directly to suppress the old. The 
latter is utnk.hr to those advocating new 
arrangements since; without it, it often seems 
that the new will have little chance against 
the old. The example here shows that it is 
also perilous (t puis a much heavier 
premium on having understood how the 
system in which one is intervening works 
than does the establishment of voluntary 
alternatives. 

In discussing the silk exchange policy 1 
have focused on the attempt to eliminate 
‘middlemen’, but it had other elements which 
Bauer warns against too. One was the re 
quirement ‘that producers be forced to take 
or send their produce to spcvi<icd markets’ 
where competition between buyers coutd be 
assured. He writes: ‘the idea that repeti¬ 
tion is stimulated by reducing the aim 
natives open to producer.- and consumers is 
here driven almost to its logical but absuid 
extreme' [Bauer 5991 60). [f. .ugiTs that 
Such policies make it more difficult or costly 
for people to sell; they ntav even make it 
easier for buyers to adopt measures to 
restrict compefiuoit lertw'vji them. In (lie 
case of the silk exchange there is no sign that 
the latter possibility 'ns any reahtv As to 
the former, nn early legal challenge forced 
the department of .sericulture to set up a 
number of local branch exchanges in pro¬ 
ducing areas specifically to lessen problems 
and costs of tremor it for selling in a cen¬ 
tral exchange. In practice, local branches 
have operated differently, though in only one 
has it been possib'e, w>th Marketing Board 
support, to maintain a local market cater¬ 
ing specifically fot unaUer-xcale reelcrs who 
would otherwise have had difficulty selling 
in Bangalore. Here and elsewhere a variety 
of selling arraitgcmti ts have nevertheless 
developed to meet the needs of producers 
who are variously pin. ed 
Some of these latter an: still cleariy disad¬ 
vantaged. Those producing on the smallest 
scale and with the least capacity hi ac¬ 
cumulate reeled silk over a number of days 
before selling need assistance in getting their 
product to market. A variety of pnvarc mid 
dlcmen and master-readers have been pro¬ 
viding this assistance but cm terms which are 
bound to make production less profitable 
Bauer’s argument draws attention to the 
existence of a service here which has to be 
paid for and to the question of whether 
anyone els.- can provide it better or more 
cheaply. The Marketing Board has recently 
adopted strategics which attempt to do just 
this. They are an Advance in that they 
acknowledge the brtcrogenedy of the market 
rather than attempting the impossible task 
of eliminating it by legal means By buying 
small lots locally on a dav-by-dr-y basts at 
prices which are not discounted for addi¬ 
tional costs incurred by the sue of lots, they 
aim again to eliminate the middleman—a 
rather different and more local one this 
time— and so to enhance the prospects of 
small producers. In this current experiment, 
whether the costs can be acceptably absorb¬ 


ed into the general operating expenses of the 
organisation and whether the service can be 
maintained with sufficient regularity to win 
a significant position in the market remain 
to be seen fhe prospects in the second 
half of 1991 were as good as they could 
reasonably be in the disturbed state of the 
industry at that period. 

Cocoon Markets 

The other major regulated market, for 
cocoons, arose from very similar motivation 
but dating ftotn a decade earlier. It was to 
save the farmers from exploitation by reelers 
buying individually from them. The reelcrs 
who needed to be protected by the silk 
exchange were the same people from whom 
the reelers needed to be protected by 
regulated uicoon markets. My earhei work 
in the Koliegal area suggested that this might 
be a perception even less grounded in fact 
than the perception of exploitation between 
merchants and reeleis which we have already- 
looked at As the leading and often domi¬ 
nant sections of a village society still m the 
1970s oriented laigely to subsistence produc 
tion, mulberry-growing silkworm leareo 
were well placed to look, after then own 
interests. They were not typically people 


needing to depend on production advance*, 
nor were they at any great or inevitable status 
disadvantage in relation to those buying 
their cocoons, nor was there any lack ol 
competition amongst buyers. My analysis ol 
this situation was that farmers here, as much 
as any of the producers Bauer write* about, 
had a dear undemanding of their own 
interests in (he matter and were not in need 
of protection by the state. Nevertheless, tran¬ 
sactions outside officially regulated market! 
were banned, and the ban was gradually 
made effective over a period of years 
[C’harsley 1976: 1982: 118 34). > 

Again, an element of the original scheme, 
the allocation of every reeler to a particular 
mat Vet as the only place he could obtain 
cocoons, was legally contested and over¬ 
turned. This made the policing of the ele¬ 
ment of compulsion in the scheme far more 
difficult. It also meant that markets 
developed on very different scales, with the 
largest and most successful - -Ramanagaram 
and Koliegal in particular — at reacting buyers 
and sellers over very long distances. With 
this dement of flexibility, the provision 
caught on. By 1980 peihaps 90 per cent of 
cocoons were being sold in the markets 
jGovindaraju 1981 ). Competition in the 
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auger markets was effective and strong 
[Satyapriya 1986], and they became an 
uncootested and valued pan of the industry. 
For reelers they provided a more regular and 
secure source of raw material in the quan¬ 
tities and of the qualities required (Mayoux 
and Charsley 1990]; for the farmers they 
were thought to be generally effective in 
securing good prices. In the 10 years up to 
1987/88 the real price of cocoons rose by 
about 50 pet cent. Markets certainly did 
nothing to damage the advantageous mums 
from sericulture which led to a vast expan¬ 
sion of the industry si this period [Sinha 
1990; 73]. 

The cocoon market policy, though it may 
well therefore have been based on false 
premises and was initially resisted, was soon 
successful. It did have unforeseen const 
quences in that it made reeling and the 
finance of reeling more problematic It cut 
off the possibility for itclers of obtaining 
short-term finance from the farmers supply¬ 
ing them. Since these people had been 
operating on a subsistence basis, the’/ lost 
little by waiting a few days before being paid: 
a large sum for a few days is what is needed 
to finance reeling. The business of reeling, 
that is to say, was finally disemhedded from 
the farming base and hud to look for alter¬ 
native sources of finance of a more formal 
and inevitably more costly nature. This was 
however a piocess well under way long 
before. It was one which was probably both 
inevitable as part of the monetisation of the 
rural economy and even necessary for the 
expansion of reeling. Had the teforrn not 
gone with the grain of change m this way, 
it is likely that it would liaw encountered far 
stiffer opposition and generated the kind of 
turmoil that was to mane the outcome of 
the silk exchange polio/ so much more 
uncertain. 

Cocoon markets cannot, however, be left 
on quite this optimistic note, for another 
aspect of regulation which Bauei discusses 
may well be more relevant here. He argues, 
again in a Gandhian tradition (Nicholson 
1968: 38 foil], that dealing with purchasing 
abuses such as defective weighing, though 
it is often cited as a reason for official 
regulation of buying and selling, is on the 
one hand not required, ori the other brings 
dangers of its own. In is riot required 
because, 'under conditions of competition', 
effects of false weighment will in any case 
be competed away. If weights used in 
calculating payments are low, prices will have 
to be higher to compensate: uncompetitive 
deals will otherwise be offered and ulti¬ 
mately refused. Under conditions of 
monopoly, on the other hand, returns will 
be depressed by some means or other, even 
if fair weighing is enforced (Bauer 1991: 76]. 
Either way, there is no point in intervening. 

The practical relevance of this sharp 
theoretical distinction between conditions of 
competition and of monopoly needs to be 
challenged, but it is the concomitant dangers 
of intervention which are of mote immediate 


practical relevance. Bauer argues that, for 
such schemes, expensive supervisory and 
inspecting staff are needed. "They are expen¬ 
sive to the public purse firdm which they have 
to be paid, and they are aiso likely to be 
costly for buyers and sellers too. As ‘petty 
officials with extensive powers over traders 
and producers’, they are in a position to 
abuse their powers for their own benefit. 
This, unlike the abuses of traders, is not a 
kind of abuse which will be comneted away, 
and redress from higher authorities may not 
be practicable [Bauer 1991: 77]. 

Such an argument resonates with kinds of 
atticism ol government bureaucracies often 
heard m India [e g, Hiten Bitya, Amrik 
Singh, S P Bancrjec in Moddie 1990] and, 
sadly, it has to be reported that cocoon 
markets, busy and successful as they were 
throughout the 1980s and remain today, do 
exemplify this principle only too well 
[Satyapriya 1986: 57-60]. Attention has 
turned inevitably to favours that can be 
offered, blind eyes that can be turned, un¬ 
official levies thst can be made. As always 
in India, there are high-minded individuals 
who rise above the abuses developed in the 
markets in which they find themselves It is 
even known for officials to seek transfer to 
avoid being involved in them. But increas¬ 
ingly, semi-official ways of farming the 
private returns have been developed. Pro¬ 
fitable posts have to be paid for and, having 
paid, rejection o! opportunities for recoup¬ 
ing the costs is almost impossible At a low 
level of exaction this may be a price which 
markets with their benefits can bear; it is the 
accumulating nature of such exactions which 
is worrying for the future. 

CONCIUSION 

So does experience in the silk industry 
support Bauer’s case? It does show that the 
problems to which he points, on the basis 
primarily of very old evidence from other 
countries, remain relevant in India. His anti- 
mteivention line is perhaps unreasonably 
doctrinaire, but it usefully emphasises that 
efforts to intervene in marketing and par¬ 
ticularly to set up regulated markets are full 
of pitfalls wherever they are tried. There are 
a number of standard reasons why they are 
felt to be needed, and there are a number 
of standard w-ays in which things too often 
go wrong. There are questions about policies 
which therefore ought always to be asked 
when these are being drawn up. One dearly 
is, whenever middlemen seem ripe for 
elimination, what exactly is it that they are 
doing, in and for the market? It may well 
be a lot more than simply buying and selling. 
Tc the extent that it is, alternative ways of 
performing necessary functions have to be 
provided. But sometimes, as the success of 
cocoon marketing shows and as can be 
hoped for from the current policy of sup¬ 
porting small-scale reders by local purchase, 
when the questions are asked and the costs 
and benefits are weighed up, the answers are 


not necessarily going to be against interven¬ 
tion in all its forms. 

[The support ol the British Economic and 
Social (formerly Social Science) Reaearch 
Council which financed the study is gratefully 
acknowledged, as is the help over the yean of 
several research assistants and colleagues and 
innumerable people at all levels of the industry. 
None of them are ol course icsponsible for the 
views expressed here.] 
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“LET US CONTRIBUTE OUR MITE IN 
FOSTERING NATIONAL INTEGRATION, 
PEACE AND PROSPERITY OF THE 
PEOPLE OF GUJARAT” 

UNDER THE DYNAMIC LEADERSHIP OF CHIEF MINISTER, SHRI CHIMANBHAI 
PATEL GUJARAT RANKS SECOND AMONG INDIAN STATES IN THE EFFECTIVE 
IMPLEMENTATION OF THE 20-POINT PROGRAMME. 

Following are the highlights of success in implementing various items of the Twenty-Point- 
Programme in Gujarat during 1991-92. 

Houses for Poor. Set target of 1200. Achievement 1946. Success 162%. 

Energising Wells: Set target of 15,100. Achievement 23,771. Success 157%. 

Dee Plantation: Set target of 2,400 lakh trees. Achievement 3,761.43 lakh trees. Success 157%. 

Allotment of .’louse Plots. Set target of 30,000. Achievement 39,795. Success 133%. 

Economic Aid for providing justice to Scheduled castes and Scheduled tribes families: 
Set target for benefiting families 70,000. Achievement 90,140. Success 129%. 

Providing facilities for construction of houses: Set target for benefiting persons 20,000. 
Achievement 25,112 Success 126%. 

Installing Bio-gas Plants: Set target of plants 28,000. Achievement 32,680. Success 117%. 

Integrated Rural Development Programme: Set target of beneficiaries 68,228. Achieve¬ 
ment 70,008. Success 103% 

Providing Clean Drinking Water: Set target of villages 630. Achievement 638. Success 101%. 

Immunisation for Infants: Set target of 10,23,175 infants. Achievement 10,21,926 infants. 
Success 100%. 

Providing seven basic facilities to Slum Dwellers.- Set target of Slum Dwellers 40,000. 

Achievement 40,129. Success 100%. 


Giij.tr. tl m ■ t ti red Mtoml plait in _’<i Point I’niyr.immi in tin lonnlrx • 


M-122 


Economic and Pbtltkal Wwkly Aaftaatlk 



Government Delivery Systems for 
Rural Development 

Malady-Remedy Analysis 

B N Vugandhar 
B V Raju 

Pooling capital and human resources locally available and doing away with the dependency syndrome among 
the target groups will become possible only by giving new directives to the bureaucratic outfits created for rural 
development in the districts. 


“IF governments are to reduce poveity or 
to judge how their economic policies affect 
poverty, they need to know a lot about the 
poor.” 1 It is not our endeavour in this paper 
to demonstrate our knowledge of the poor 
but to make a situational analysis and 
examine the organisational interventions 
which had implications for the poor in the 
rural areas. The World Bank in its World 
Development Report, 1990 on poveity 
acknowledges that incomes of most of the 
world’s poor went on rising in the decade 
of 1980s. Notwithstanding this observation, 
in our country, where nearly 300 million are 
rural poor any development effort had to in¬ 
evitably centre round them for a few more 
decades. The last two decades have wit .essed 
a scries of organisational, administrative and 
voluntary intervcntions-like an Alice m 
wonderland we have been running so as to 
stay where we were. Attacking poverty has 
been taken up as a task of economic policy. 
We would like to explode the myth that 
government has better solutions for pro¬ 
blems of rural poor tackled through various 
rural development projects than the people 
themselves. Any administrative structure 
created only perpetuates itsell and finds 
generally solace in input-targeting rather 
than realising the organisational goals, for, 
administrative goals and organisational 
goals need not be identical. The theme of 
this paper is, therefore, to examine the 
organisational inadequacies, bureaucratic in¬ 
consistencies and imperfections in the 
interdependent mechanisms that were 
created for promoting rural development 
What is ‘rural development’? Swann 
Ranganadhananda, in his address to the IAS 
probationers said more than a decade ago, 
that “if we can make people eat in public 
and ease in private, rural development can 
be deemed to have been attained”. What we 
aimed at was different, it was presumed that 
if there is economic emancipation, then 
social inhibitions would decline and cultural 
values would improve. A self-propelling 
force svould automatically generate in an 
economically independent society. It was 
presumed that a ‘trickle down’ theory would 
work, when we realised that it had failed, 
we thought of a direct distributive justice at 
the hands of the government. A programme 
and an administrative structure for dis¬ 
tributing the gains had to be devised and we 


did that with the beginning of the Sixth Five- 
Year Plan I'he programme is ‘integrated 
rural development’ and the agency for the 
task is district rural development agency. 
IRDP sans integration emerged. The Integra 
tion component was identified by different 
people in different ways' 

(i) Integration of various agencies cata¬ 
log to the needs of various depressed classes 
and areas like the SFDA, DPAP, DDP, hill 
area development programmes merging into 
one single agency for administration under 
the DR DA administering a single pro¬ 
gramme known as the IRDP. 

(li) Integration ol different sectors of the 
rural economy - agriculture, rural industries, 
marketing and transportation, education, 
health, etc. 

(lir) Integration also meant co-ordination 
of activities at diflerent levels- commonly 
referred to as vertical integration—village, 
block, disirict. state and national 

(iv) Another important aspect of integra¬ 
tion refers to integration of different sections 
of rural society— landless, small and 
marginal farmers and large cultivators 2 
Waterston’ and Rehovot 4 suggested dif¬ 
ferent elements of integration almost com¬ 
bining the above four dimensions as basic 
criteria. 

As agaimt ail these approaches/schools 
of thought on IRDP what transpired or 
resulted in India today? To repeat, a DRDA 
was created (i) to identify the poor (poverty 
line was defined by (he government), (ii) to 
evolve scheme, for them which are expected 
to generate income* through the assets iden¬ 
tified in those schemes, (iii) lo build viability 
into the schemes by inducting capital sub¬ 
sidy, (iv) to introduce these target groups to 
a banker for bridging the gap between the 
subsidy and total investment required for 
creating the enduring asset, (v) to rigidly 
monitor the targets of families below poverty 
line that should be covered under one 
scheme or the other, and (vi) to fulfil all 
these above goals, preparing a perspective 
and annual action plans in co-ordination 
with the financing agencies, viz, the 
co-operative and commercial banks. 

It is beyond the scope of this paper to go 
into the degrees of achievement and the 
modalities excepting to mention that in all 
the above areas, there are only varying 
degrees of failure, mismanagement, inade¬ 


quacies and imperfections. "Three broad 
groups of deficiencies have been noted in 
relation to the implementation of the IRDP. 
These relate to: (i) infrastructural support 
and required forward and backward 
linkages: (ii) weak and un-coordinated 
delivery systems; and (iii) inability of the 
selected household to undertake the risk and 
managerial functions particularly when it 
happens to be poorest of the poor and is 
hopelessly involved in debt.” 5 

We are trying to seek the causes in the very 
structure. Is this structural intervention 
appropriate? Who are we to presume that 
we can plan for the poor better than the poor 
themselves? What is our competence to plan 
for the poor? If the societal poor are so 
incapable and need our definite interven¬ 
tions as bureaucrats, can we not seek alter¬ 
nate means? These questions demand an 
answer if the future is to hold a promise for 
the poor in this country. 

Firstly, we do not agree that we are better 
suited than the poor themselves for planning 
for development. Before wc come up with 
the rationale let us take a look at the 
organisational chart of the DRDA and the 
job chart of various functionaries (Chart 1). 
Barring the states of West Bengal, Karnataka 
and Gujarat all the other states fit into the 
chart presented. The block development of¬ 
fices consisting of the BDO, extension 
officers, who again have their line of con¬ 
trol elsewhere (in their (unctional/depart- 
mental heads) and the ’gram sevaks’ (village 
development officers) are important com¬ 
ponents of the delivery system. The VDO 
identifies the target groups; the BDO con¬ 
venes gram sabhas which are attended to by 
the bankers, co-operative lending agencies, 
the target groups themselves, and the APOs 
of the DRDA sometimes accompanied by 
the pioject direeior to confirm the identifica¬ 
tion; project director distributes the schemes 
in his shelf bv luring them with the subsidy. 
In a few DRDAs asset purchasing commit¬ 
tees exist to seemingly make sure that pro¬ 
per asset is distributed at proper cost (this 
rarely happened). The lead bank officers vet 
the AAP of the DRDA; incorporate merci¬ 
fully all the targets into their annual credit 
plan and makes sure that the targets are 
distributed among commercial banks, co¬ 
operatives and RRBs in an acceptable 
fashion. Thereafter, in a ritualistic manner 
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Chart l: Organisationai. Chart of DRDA 


,* the targets so sc. arc monitored for groun- 
! j ding once in every two months. Chasing the 
» target is the major aim of the agency and 
■j the banks, come, what may. Sheep gets 
distributed in rainy season, motors are 
■s distributed where there is no power The 
intermediaries ensure ihat the 'asset 
distribution’ mechanism docs riot fail 
Robert V Pulley in his paper on ‘[RDF 
' Making the Pool Credit Worthy' observes 
that “‘consideration money’ is sometimes 
paid by the IRDP beneficiaries to ensure 
that their applications are conudend 
‘ favourably and expeditiously by blot k iml 
bank officials”. The supplier of ihe is.se! 
'' usually increases price by a sufficient m.iigm 
■' to cover side payments. 
t The project director, save m vers cveep 
J' tional circumstances rolls out of ihe a-.sii»n 
f ment in nine months to an year on an rave 
jj- The new incumbent, necessarily dependvon 
i the rest of the administrative met huiustn and 
the collector for whom guiding the proicvt 
j. director is but one of ih._ many fum turns 
The present scenario desciibed above is 
j just a part of <he rural development ‘mieau 
j cratic frame tntpleineriting oniy one pm 
gramme. l ook at the oilier programmes of 
‘rural development' which also have similar 
bureaucratic interventions. (I) Disiira! 
scheduled castes co-operative society 
directed and funded by the State Scheduled 
Castes Co-operative Finance Corporation 
(2) Tfibal Development Corporation dcccn 
traiised at district level. Both ihese operate 
with margin money ranging from 20 per cent 
to 50 per cent depending on the class ol 
t clientele and scheme I rt a fesv district s, a few 
dynamic district collectors combined the 
resources of DR DA and these corporations 
and prepared viable schemes that had git an t 
endurance. (3) Jawahur Rojgar Yojanu 
(4) Million-jobs programme- (5) Million 
wells programme, etc. All these are centrally 
sponsored with specific retailing of resources 
to the same or like target groups as i host- 
covered in the IRDP. Approximately 
Rs 3,000 crote per annum is the out-go from 
the central exchequer as subsidy for all 
the above programmes aimed at ‘rural 
development’. 

The pattern read above lends credence to 
what Robert Chambers says: “Normal 
bureaucracy is the values, methods, and 
behaviour dominant in large organisations, 
especially those of government. Its features 
typically include centralisation and standar¬ 
disation: centralisation of authority, 
especially financial control; and standardisa¬ 
tion of rules, recommendations and 
actions.’’ 6 

The remedy lies, everyone will agree, in 
debureaucratisation and empowering the 
people to do it. With the mass of data base 
that is now being developed in the distiicts, 
it may not be difficult in the near future to 
, map out the gaps m infrastructural develop¬ 
ment for implementation of various 
'* schemes. In each village, environment scan- 
. -King must be done and this environment 
i. should be discussed with the people of the 
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village m groups “Ihe logic of participa¬ 
tion rests on the following cardinal prin¬ 
ciples. (I) People oigamsc best around ihe 
problems they consider most important - 
in assessing needs and in planning initiatives 
to meet those needs (2) Local people make 
rational economic decisions in the context 
of their ow n environment and circumstances 
providing appropriately for ihe risks 
associated with the change. (3) Voluntary 
eomioitmert of resources—labour, time and 
ma:ei nils. (4) local control over the quality 
and distribution of benefits!’ 

Concept of common properly right* 
should be explained vividly and people 
should be asked to spell out their felt needs 
for helping themselves to corne out of the 
poverty trap Bureaucracy should enable 
them to take investment decisions by shar¬ 
ing with these ail the information on various 
schemes and act as facilitators. The forward 
and backward linkages (see chart 2) for a few 
schemes should be assured by the DR DA 
within a certain tunc-framc through the 
subsidy money it has. 

To cite an example, if 50 persons below 
poverty line would like to opt for setting up 
a dairy they should be asked to pool for hav¬ 
ing a common shed where 100 cattle and 50 
calves can be housed. While each of the 50 
persons would look after his own asset, com¬ 
mon benefits like veterinary assistance, 
artificial insemination, marketing of milk, 
and the economics of scale in purchasing dry 
and green fodder, scientific feed, their 
storage can all be arranged by the DRDA 


as faciliutuis it should be possible to main¬ 
tain bread, feed, and scientific management 
at optimum levels to the best advantage of 
the individual beneficiaries It is not likely 
that a formal co operative structure would 
succeed in all areas. But a group of in¬ 
dividuals who can also constitute women 
could find themselves in viable activity 
frames. They can set up a gobar gas plant 
which could energise all their 50 houses as 
an appendage. There arc a variety of similar 
activities which can be suggested to them. 
If it is a co-operative society, wc again get 
caught in the cobweb ol rules lot us forma¬ 
tion, conduct and maintenance. Project sus¬ 
tainability has a chance of greater success 
in such a vcniure (informal and voluntary 
group). The question ihat would naturally 
occur would be: ‘who would finance s,uch 
people’? Once the basic infrastructure is 
assumed and continuity in monitoring the 
management of asset by the beneficiary is 
also assured, the existing rapport between 
the DRDA and Banker has the potential of 
convening itself into a kinetic energy for 
rural development through deployment of 
100 per cent of investment from lending 
agencies. The organic iink between produc¬ 
tion and income through a dependable 
market should also be the prime concern of 
DRDA. Activities that render themselves to 
such enterprise are sen culture, poultry, rural 
industries, bookkeeping, electronic com¬ 
ponents manufacture with a tie-up to a 
major electronic industry which has 
capabilities forsuch andliarisatioa aodsooa 
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Chart 2: Backward andVorward Linkages of Various Activities and other Considerations to re Taken into Account tor Estimating 

Scope for Lending under Credit Plans 


Sr. Name of the activity Backward Linkages Forward Linkages others 

No. 


1 Financing of 2 in¬ 
digenous breed cows 


2 Financing of 2 cross¬ 
breed cows 


3 A sheep unit of 20 eves 
and a ram 


4 Bullock baili and con¬ 
ventional bullock-cart 


S Rearing of poultry 


4 Fishery—with small boat 
aad fishing nets 


1 Whether good quality cows arc 
available in the nearby local 
market. 

2 Availability of green fodder/con- 
ccntrates/cattle feed. 

3 Availability of veterinary aid and 
whether (he area is covered by the 
government veterinary department 
facility of artificial insemination. 

4 Whether separate shed for cows is 
available. If not, the cost thereof 
to be taken into account. 

1 Whether good quality cross-breed 
cows are available in adequate 
number. 

2 Availability of green fodder/con- 
centraies/cattic feed-constraints. 

3 Availability of veterinary aid and 
whether the area is covered by 
goornnaii veterinary department- - 
facility of artificial insemination. 

4 Whether separate shed for cows is 
available, and if not cost thereof 
to be protected. 

5 Whether cross-breed cows can be 
purchased from outside markets 
constraints. 

6 Climatic conditions of Ihc area 
suitability for cross-breed cows. 

1 Availability of sheep in the local 
or nearby markets and a cross¬ 
breed ram preferably from govrm. 
menl sheep form. 

2 Availability of government gia7 
ing land. 

3 Water resources, lake, rivci, etc. 

4 Climatic condition—suitable for 
sheep or otherwise 

1 Availability of good quality of 
bullock-carts in Ihc local market 

2 Repairing facility—whether 
available locally—carpenter, etc 

3 Veterinary aid for bullocks. 


1 Availability of good quality im¬ 
munised chicks. 

2 Availability of shed for poultry 
and feeding equipment. 

3 Availability of feed concentrates. 

4 Whether veterinary aid is available. 


1 Availability of small boats, nylon 
nets. Fishing tackle and other 
equipment. 

2 Proximity of sea/river/lake or 
other water reservoirs. 

3 Availability of good quality 
fingerlings. 

4 Repairing facility and availability 
\Of spare parts in case of. major 
repairs to boat*. 

3 Availability of skilled labour for 
construction of boats, etc 


1 Establishment of co-operative 
dairy society in the area and 
tie-up arrangement. 

2 Whether village is situated on 
the milk route 

3 Establishment of chilling plant 
in the area and its capacity. 


1 Establishment of co-operative 
dairy society in the area and 
tie-up arrangement. 

2 Whether village is situated on 
the milk route. 

3 Establishment of chilling plant 
in the area and its capacity. 


1 Market for wool and whether 
any unit producing wool yarn is 
located in the area. 

2 If possible, the tie-up ar¬ 
rangements with local co¬ 
operative society of sheperds. 


1 Whether government depart¬ 
ments have agreed to give 
preference to the 1RDP 
beneficiaries for transportation 
work. 

2 Tie-up arrangements with sugar 
factory/other industry who can 
provide transportation work. 

3 Whether there is an increase in 
the marketable surplus of 
agricultural-produce or of in¬ 
dustrial goods requiring 
transportation. 

1 Whether sufficient market for 
eggs is locally available. If 

not, whether arrangements for 
marketing are available. 

2 Market for culled birds for 
meat purposes. 

3 Transportation of eggs and cull¬ 
ed birds. 

1 Whether storage facility is 
available (cold storage and its 
capacity). 

2 Facilities for landing/berthing 

3 Whether market for fish is 
locally available. 

4 If so, whether marketing is 
through co-operative society or 
private trade 

3 Transportation arrangements in 
cue local market is not 
adequate 
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1 Whether the milk society is 
functioning properly and its co¬ 
operation forthcoming for 
recovery. 

2 Recovery percentage of dairy 
financing in lh^ put at the 
branch. 

3 Whether persons with tradi¬ 
tional skills are available If 
not, whether training facilities 
are available 

1 Whether the milk society is 
functioning properly and its co¬ 
operation forthcoming for 
recovery. 

2 Recovery percentage of dairy 
financing in the put at the 
branch. 

3 Whether persons with tradi¬ 
tional skills are available If 
not, whether training facilities 
are organised. 


I Whether the persons with tradi¬ 
tional skills are available 


1 Whether such units are financ¬ 
ed in the past and their 
experience 

2 Whether training or extension 
facilities are available 


1 Past experience of such type of 
advances at the branch. 

2 Availability of persons with 
traditional skills. 
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Chart 2: (Contd.) 


St. Name of the activity Backward Linkages Forward Linkages Other* 

No. 


7 Manufacture of 
earl hern pots and pans 


9 Rope making 


9 Scheme for bamboo 
and cane works 


10 Scheme for assistance 
to cloth hawker 


II Manufacture ol 
foot ware 


12 Establishment of 
tailoring shops for 
custom-tailoring or 
sale of readymade 
garments 


13 Financing bicycle 
repairing shop 


14 Scheme for financing 
broom markets. 


IS Manufacture of tanned 
leather 


16 Establishing of flour 
mill 


17 Scheme for financing 
kirana shop 


1 Availability of space/shed. 

2 Availability of sufficient water.; 

3 Whether labour support from the 
family would be available 

1 Availability of raw material. 

2 Arrangements for water -river, 
pond, reservoir, etc 

3 improved tools/equipment, 
availability thereof 

1 Avaitabilitv of bamboo and canc. 

2 Whether labour support from 
family members is available. 

1 Availability of hand driven-push- 
cart locally. 

2 Arrangements for purchase of 
cloth/rradymade garmenls/ 
various types ol cut pieces, etc 

3 Repairing facilities- carpenter or 
any other skilled laboui 

1 Availabililv of raw material. 

2 Availability of unproved tools, etc 

t Availability of labour-suppoit 

from family members 


1 Availability of good quality sew¬ 
ing machine locally and other taw 
materials such as cloth, etc. 

2 Arrangements for repairing the 
machine 


1 Availability of tools for repairing 
bicstle. 

2 Availability of spare parts. 


1 Availability of taw materials 

2 Whetner laboui support will be 
available from family members 


1 Availability of raw materials. 

2 Availability of water and retting 
facilities. 

3 Availability of improved tools. 


1 Availability of shed (owned/rented) 
with electric connection 

2 Availability of machinery. 

3 Arrangements for repairing the 
machinery, spare parts, etc. 

1 Availability of shed/shop owned/ 
rented. 

2 Availability of various kirana 
items, 


t Whether local market is 
sufficient. 

2 If market is far away what are 
transportation arrangements. 

1 Whether finished goods can be 
sold in the local market. 

2 Whether co-operative society of 
rope makers is formed. 

1 Availability of local market. 

2 transportation arrangements in 
case local market is not 
adequate. 

1 Marketing arrangements, 
whether local markets or 
neighbourhood fair provide 
adequate market. 

2 Arrangements for storing goods 
during rainy season. 

1 Is local market available likely 
to be adequate 

2 Existing number of units and 
can a new unit fetch sufficient 
business. 

3 If outside market, is any in¬ 
stitutional support available, 
say from Khadi and Village In¬ 
dustries Commission. 

1 Marketing arrangements— 
whether the market is available 
locally or in nearby 
lowns/villages. 

2 Will there be any pioblems in 
the transportation or storage, 
etc? 

3 Existing number of tailors in 
the village and their business 
volume. 

1 Total number of bicycles in the 
village and scope for repairing. 

2 Existing Number of cycle repair 
shops in the town/village and 
their business volume 

3 Market for spare parts. 

4 Whether there is full her scope 
for more repairing shops. 

1 Adequacy of local market. 

2 If the local market is not ade¬ 
quate where the production can 
be sold. 

1 Adequacy of the local market. 

2 Will there be any problem of 
transportation and storage 

3 If the local demand is not ade¬ 
quate ts there any agency to 
assist in marketing, say, 1C VIC. 

1 Existing flour mills in the area 
and their volume of business. 

2 Further business potential 
available. 

1 Number of households in the 
village 

2 Number of existing shops and 
their estimated business. 

3 Whether there is further scope 
for kirana shops. If so, how 
many? 


1 Earlier units at the branch and 
their experience 

2 Availability of persons with 
traditional skills. 

1 Earlier financing to such units 
and their performance 

2 Availability of persons with 
knowledge or experience in the 
line of activity. 

I Availability of persons with 
traditional skills—training 
facilities from government are 
organised. 

1 Past experience of such units 
financed at the branch. 


1 Past experience of such units 
and recovery performance. 

2 Availability of persons with 
traditional skills and training 
facilities. 


1 Past recovery performance of 
such units financed at the 
branch. 

2 Availability of trained persons 
(o take up this line. 


1 Past recovery performance of 
such units financed at the 
branch. 


1 Availability of persons with 
traditional skills 

2 Past recovery performances of 
such units financed by the 
branch. 

1 Availability of persons with 
traditional skills. 

2 Past recovery performance of 
such units financed by the 
branch. 

1 Past recovery performance of 
such units financed by the 
branch. 


1 Past recovery performance of 
such units financed at the 
branch. 

2 Average number of families 
which can support a kirana 
shop in the area. 


Sourer. State Bank of India Area, Planning and Special Studies Department, Central Office, Bombay. 
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The job chart of the project officials 
would be more on (i) environmental analysis 
explicable to the subjects of a project; 
(ii) provision of linkages both forward and 
backward; (iii) empowering the people to 
decide on their choices (iv) basing on such 
empowerment, they should prepare plan of 
action; and (v) monitoring asset manage¬ 
ment, for, if the asset deteriorates in value 
and starts yielding less and less incomes, 
then the poor would have the natural tenden¬ 
cy to abandon it. These steps would generate 
impulses for self-development and promote 
self-help which actually are the touchstones 
of Rural Development Strategy. 

Over the years, quite a few of the DRDA 
project directors have come to talk in terms 
of poverty of schemes when it is a question 
of financing 1SB component of 1RDP 
(because a specific target has been set for 
this component). Reasons are not far to seek. 
A cobbler wants to wear a Havai chappal 
costing far less than leather chappal; a 
carpenter would like to have a moulded 
plastic chair, a weaver would like to wear 
synthetic fibre; copper and goldsmiths are 
already languishing. The artisan is crying for 
an immediate market. Under these circum¬ 
stances what should the ORDAs do? They 
should aim at entrepreneurial development 
among these host of rural industrialists and 
find a market for thei, goods at cost price 
+ transport + reasonable profit which 
exists in a few packets of our own country 
and abroad. How many DRDAs took pride 
in displaying value added products ot the 
countryside in a show-case in their office? 
How many commercial bank branches 
display the products financed by them in 
their banking halls? Would u not attract 
some market for their entrepreneurs 1 It 
does. Would it cost organisationally? A pit¬ 
tance. A sense of commitment to rural 
development effort is required to do it. Will 
it accrue by issuance of guidelines 1 Only 10 
a degree Because, when there is involvement 
with people, projecting the latter in proper 
perspective will emerge. 

Tb be poor in itself is enough human 
degradation; to be identified and branded 
as such is worse—-like adding salt to the 
wound. The steps so far taken through the 
delivery ol distributive mechanism (both the 
government and banks) have led to the 
people taking pride in calling themselves 
poor. A shameful turn in human history. 
The gains of poor should not be seen at the 
hands of somebody but within themselves 
for which purpose creating proper environ¬ 
ment for self-help or enabling forces to be 
generated should be the agency promoted by 
the government. 

The change in structure may not bring 
about the change in attitudes. At best a non¬ 
cosmetic change is very much the demand 
of the new agenda for action. The structure 
derives its strength from the system. The 
system must change and the rules must 
change; As a first step for introduction of 
people's participation, allotting identifica¬ 
tionnumbers and setting pf target families 


should be done away with. These should be 
substituted by identification of location 
specific project with clearly delineated 
responsibilities for implementation through 
provision of needed linkages as a process of 
decentralised planning. Such identification 
should be matched with the people’s need 
for such projects emanating from groups of 
poor. The banker who has already been 
directed to adopt a service area approach 
should be a part of this process from doing 
one. Each APO’s responsibility shall be to 
scout for such project areas by involving the 
extension staff of the block development of¬ 
fice. Once the groups are formed by the 
people themselves v ith the interaction of 
core action group, the provision of common 
asset should be planned within the set time- 
frame and banker should be in a position 
to disburse the loan required for purchase 
of the productive asset. The discretionary 
powers of the banker should be related to 
the cost of the project which is approved by 
the DRDA in terms of the discussions with 
the people. The loan delivery system should 
be such that the borrower should have a firm 
and continuing relationship with the lender 
through a simple demand provisionary note 
accompanied by hypothecation of the asset 
purchased with bank’s finance. Whatever is 
required for ensuring that the asset is in pro¬ 
ductive shape throughout the life of the pro¬ 
ject shall be done by both the government 
agency and the bank together. It is this asset 
that should sustain him and assure a con¬ 
tinuous upgradation of income and standard 
of living. Where there is a preponderance of 
consumption need on the part of the iden¬ 
tified groups of people each individual's 
needs for such purpose should be enquired 
and given a separate long-term loan at lower 
rate of interest lower than that for the pro¬ 
ductive asset. Almost every salaried 


employee has a minimum of five and 
maximum of 10 loans, not because lie has 
capacity to repay but because of deduction 
of loan instalment at source (a jewel loan; 
a vehicle loan; PF loan; festival loan, 
(sometimes even without interest), a loan 
from co-operative credit society; and so on). 
While we do not intend that the poor should 
be loaded with such debt, his legitimate con¬ 
sumption need when arises should be met 
without any hassles by the bankers when the 
loyalties of the borrower-poor would be with 
the banker and the former will turn out to 
be good pay masters. 

In sum pooling capital and human 
resources locally available and doing away 
with the dependency syndrome among the 
target groups would become possible only 
by giving new directives to the bureaucratic 
outfits of rural development in the districts. 

Notes 

1 ‘Poverty’, World Development Report. 1990, 
June 1990, World Bank publication, p 29. 

2 This depiction has been presented in a seminar 
on ‘Regional Imbalances and Bala nc ed 
Growth' held at Ramkhet, June 1976. 

3 Albert Waterston ‘Viable Model for Rural 
Development, Finance and Development' 
(December 1974). 

4 ‘Integrated Rural Development', The Rebovot 
Approach (Rehovot; Settlement Study Cen¬ 
tre. 1979), p J. 

$ Parthasarathy, G. ‘Reorientation of Rural 
Development Issues’, Economic and Political 
Weekly, November 30, 1983. 

6 Robert Chambers, ‘New Directors for Rural 
Development’, a papa presented at ASCI 
seminar at New Delhi on December 1,1990. 

7 Santhanam, M L, Community Participa¬ 
tion. A Case Study’, Social Change, June 
1984, Vol 14, No 2. 

8 Ycrram Raju, B, ‘Institutional Framework for 
Village and Cottage Industries Sector’, 
NABARD News Review, February 1990, 
Bombay. 
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Education in Andhra 

M Shatrugna 


Andhra Pradesh’s new admission policy For minority institutions 
will result in squeezing the educational opportunities of poor 
students. 


CLOSE on the heels of the policy of 
privatisation of higher education on 
commercial lines, the Janardhan Reddy 
government has decided to alter the rules 
of recognition of minority-run institutions 
and has adopted an admission policy shif¬ 
ting the emphasis away from community- 
based concessions giving more powers to 
managements, defeating the letter and 
spirit of Article 30(1) of the Constitution. 
Accordingly the earlier government orders 
on admission policy are scrapped, favour¬ 
ing easier entry to non-minority com¬ 
munity students who can afford to pay the 
high fees 

A brief perusal ot the prevailing rules 
governing minority community Institu¬ 
tions shows the extent to which the new 
policy is disadvantageous to the educa¬ 
tional needs of the poorer segments of the 
minority communities. According to the 
prevailing rules, the aims and objects 
(I) of the educational agency (minority-run 
institutions) incorporated in its bye laws 
should clearly specify that it is meant to 
ptimarily serve the interests of >lie minority 
community (religious or linguistic) 10 which 
they claim to belong tn the letter and spirit 
(C.OMS 526 Section 4(4)), 

Further, 

the educational institutions established and 
managed by the minorities (religious oi 
linguistic) shall serve the educational needs 
of their community to which they claim to 
belong by making substantially high jjcrten- 
tage of admissions with the candidates 
belonging to the concerned community 
(Section 4(6))". 

Also, 

... only educational institutions arc entitled 
for according recognition as of minority and 
not the society/tiust/commiltce and the like, 
managing the institution (Section > 102)) 
Additionally the minority community 
educational agency shall follow the 
following guidelines while making admis¬ 
sion of students especially into profes¬ 
sional colleges. In the field of professional 
education the institution-shall admit 
students belonging 10 the concerned com¬ 
munity from among (he merit lisi of students 
prepared by the competent authority conduc¬ 
ting the common entrance examination on 
the basis of the ranking assigned in the 
entrance examination (13(0). 

Besides, they will admit students 
belonging to other than the concerned com¬ 
munity on the basis of the ranking assigned 
in the common entrance examination, as 
allotted by the competent authority for 
making admission. In such a case the rule 

Economic and Political Wsekly August 29, 


of reservation as prescribed by the govern¬ 
ment Irom time to time shall be followed 
(13m)) 

On lees to be charged, 

the fee structure prescribed by the govern¬ 
ment for all educational institutions is also 
applicable io minority educational institu¬ 
tions. However, with the prior approval of 
the competent authority, the unaided 
minority educational institutions may collect 
higher fee from students, if they cannot 
maintain the institution with the fee pre¬ 
scribed by ihe government (Section 17) 

All the above mentioned provisions are 
now sought to be scrapped on the grounds 
that the provisions of the government 
orders .. have proved detrimental to the 
interests of the minority educational in¬ 
stitutions m the state...”, according to 
a press note circulated by the chief 
minister’s office on July 8. But no data 
was furnished to substantiate the charge. 
The government in a most peculiar man¬ 
ner has sought to define the terminology 
of the government orders to serve the 
interests of the managements. For in¬ 
stance, take tltc term ‘substantial’, a ciuciat 
term to indicate the quantum of percen¬ 
tage of seats has been defined to mean 50 
per cent. When asked to clarify, a senior 
official of the education department con¬ 
fided that the term was never meant to be 
50 per cent as interpreted by the chief 
minister. It normally meant 80 to 95 per 
cent. In any case, the new policy declares 
that the minority educational institutions 
" .will also be not required to admit 
more than 50 per cent students belonging 
to the (concerned) minority community”, 
giving an entirely misleading interpreta¬ 
tion of the provisions of ihe impugned 
GO to ihe detriment of the poorer sec¬ 
tions of the concerned minority com¬ 
munity students. As a result of this any 
student who can afford the fees can now 
get admission irrespective of the com¬ 
munity to which he belongs at the expense 
of the so-called unmerited, poor minority 
community students. 

Also so far mere registration of a 
minority institution was not sufficient to 
secure government recognition. A minori¬ 
ty certificate’ issued by a competent 
authority was necessary to claim the 
privilege. This provision was incorporated 
to discourage mimic minority institutions 
as hundreds of namesake institutes have 
sprung up demanding ‘minority’ status. 
Now however, registration of a society 
with minority members as management 
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committee is sufficient to claim minority '* 
status. Earlier a ‘minority certificate was £ 
valid for a period of five years, subject W-'i 
renewal. Now this clause has become / 
redundant, paving the way for the registnK(j 
tion of minority managements of quej&i’j 
tionable intent. 

The above policy changes arc to be seen 
in the backdrop of the ‘capitation fees’.v 
policy of the government. The govern¬ 
ment has already earmarked 50 per cent 
of the seats in the professional courses for 
students who can pay the capitation fees. 
This provision is fully utilised by the 
minority institutions. But past experience 
has shown that weaker segments among 
the minority community have not been 
able to utilise the opportunity fully cs they 
are too poor to pay the high fees. The 
minority managements instead of helping 
the indigent and needy have been filling 
the seats with prosperous sections of the ■ 
non-minonty communities. The manage¬ 
ments’ contention that the ”50 per cent 
rule” is financially non-viable is also 
untenable as differential fees structure for 
minority and non-minority s.udents as a 
possible solution has not been accepted. 
Instead, the high fees is retained with 
some concessions offered to the poorer 
students from charitable trusts floated by 
the managements. Yet another aspect of 
the admission policy is that no SC, ST or 
BC reservations are acceptable/im- 
plemcnted in unaided minority institu¬ 
tions. The situation is worse in the pro¬ 
fessional colleges. Even in the so-called 1 
“50 per cent open merit quota”, SC, ST, r 
BC reservations need not be implemented. 

Io ‘rebut’ such legitimate criticisms the 
managements base been pressurising the 
government to scrap the existing rules of 
admission altogether. The Janardhan 
Reddy government as part of the privati¬ 
sation policy has complied with the 
demand after finalising the new policy 
following a meeting ot the MIM legi¬ 
slators (who themselves ate running 
lucrative educational institutions), 
interestingly the team was led by Ihe 
export promotion minister Mohd Jani. 

It is no wondci that the decision of the - 
chief minister was welcomed ’heartily’ by 
known education peddlers like Nawab 
Shah Alain khan, who had been running 
one of the tiehesi ‘minority’ institutions 
in the city. Fuither, the timing of the talks 
between the MIM delegation and the chief 
ininisict on such a crucial issue makes one 
suspect that the bonanza was granted 
keeping in view the presidential poll of 
July 13 Interestingly the government note 
says that the chief minister’s announce¬ 
ment was welcomed by several leaders of 
the minorities including Amjad Ali Khan, 
rented IAS officer, Shah Alam Khan, 
member, board of management, Osmania 
University and Vi/arat Rasool Khan, 
former MLA. 
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I Role of Peace Negotiations in a 
I Revolutionary Process 

Narendra Singh 

[. , Three revolutionary movements, the National Democratic front of 
l ■ the Philippines, the Farabundo Marti Liberation Front of El 
Salvador, the South-West African People’s Organisation of 
i Namibia met to share their experiences of struggle. 


| THE National Democratic Front (NDF) of 
: the Philippines had organised its 19th an- 
I niversary in Holland on April 25, 1992 as 
j a forum discussion on the above subject The 
i experiences of Mozambique, Namibia and 
! Zimbabwe have shown that tor revolutionary 
' forces it is possible to achieve, at a certain 
i point of struggle, a negotiated political set¬ 
tlement in the fundamental interest of the 
people. This way, the Mozambique capital 
Maputo was even sparrd the war destruction 
and loss of lives. 1 uis Jalandom of the NDF 
opened the topic and the discussants were 
Leonel Granitlo of FMl N (Farabundo Marti 
Liberation Front) of El Salvador and David 
de Beer, a consultant of Namibia's SWAPO 
(South-West African People's Organisation). 
It was a unique occasion of sharing of the 
experiences of three revolutionary forces, 
two already successful in bringing the rul¬ 
ing power(s) to peace talks, and one striving 
hard. 

Since its establishment in 1973, the NDF' 
hu been at the forelront of the Filipino 
people's struggles for genuine social change 
Despite a life and death struggle against 
the ‘total war' of the government of the 
Philippines, the NDF' continues its peace 
initiatives. Luis Jalandoni traced the 
developments, beginning with the aborted 
talks in 1986-87, when the government 
wanted to discuss only the surrender, etc. 
Last few years, the NDF had again contacts 
with the government representatives in 
Amsterdam, Hong Kong. Singapore, Geneva 
and Berne. In 1990, the NDF drew up a 
substantive agenda, which was further 
elaborated in subsequent talks later the same 
year. The NDF declaration of a unilateral 
ceasefire in September 1991 was given up 
only because the government did not res¬ 
pond to NDF offers for peace talks, but in¬ 
tensified terrorist attacks, and even decided 
to continue the US bases, "in defiance of the 
Senate decision for their termination. The 
March 9-10,1992 peace talks in Brussels, ar¬ 
ranged by the members of European parlia¬ 
ment, were cancelled by the government on 
March S. 

Luis explained that the maximum objec¬ 
tive of the NDF in the peace talks is to ad¬ 
dress the rootsbf armed conflict and ending 
civil war. Its agenda includes the issues of 
human rights and international humani¬ 
tarian law; socio-economic reforms; 
political, constitutional and electoral 


reforms; and an end to the hostilities and 
disposition of armed forces. The essential 
elements of the NDF programme reflect the 
people’s aspirations for genuine land 
reforms, guarantee of democratic rights, 
nationalist industrialisation and freedom 
from foreign hold on economy, just solution 
of foreign debt problem, and prohibition of 
foreign bases, troops and nuclear weapons. 

Philippine economy, Luis clarified, is 
dominated by the US and Japan. By 1984, 
US multinationals controlled 60 per cent of 
the total income of top 1,000 corporations 
in the country. The NDF aim is to take the 
economy out of foreign companies' domina¬ 
tion, ensure slate control of strategic 
industries, and gradually develop the 
economy from its present raw material 
dependence, with no heavy industries, to a 
kind of mixed economy of a combination 
of state corporations, and private and joint 
enterprises. 

It was also clarified that the immediate 
agenda of the NDF, included in the peace 
proposals, lays an emphasis on human rights 
and international humanitarian law, etc. 
Help is being sought of the international 
experts in draiting an agreement for 
negotiating with the government, as well as 
for the eventual free elections. Clearly, such 
an agreement must be based on legalisation 
of the NDF, including Communist Party of 
the Philippines. The future of the state army 
of repression, not an immediate issue, has 
to be on the agenda. Presently, the NDF 
military strength was no doubt low as op¬ 
posed to the 3,30,000 government forces, but 
the latter’s unpopularity, the country’s 
worsening economic crisis and the inter¬ 
national pressures were factors to favour the 
NDF. 

According to the NDF, nat opportunity 
for meaningful peace negotiations is possi¬ 
ble only with the new administration to 
follow the elections (held on May II, 1992). 
The contestants have been asked to give 
commitment on priority for talks with the 
NDF in its dialogue with the supportive 
parties and all otheia in the country. Many 
international experts have agreed to assist the 
NDF peace efforts for revocation of the 
GRP's ‘total war' policy. International 
NGOs and others also can lobby in theii 
countries to link such issues in their govern¬ 
ment’s aid policies. Those in the US can fur¬ 


ther enjoin their government to stop sending 
military equipment. 

According to Leonel Granillo, dialogue- 
cum-negotiation and the armed struggle 
were complementary and accumulative parts 
of the FMLN strategy in El Salvador, which 
had to counter both, a criticism of nego¬ 
tiating with a criminal regime and the 
tendency of a revolutionary belief in victory 
only through military means. In Latin 
America, the prolonged Salvadorean pheno¬ 
menon had become more complex than the 
Cuban and Nicaraguan, with this third 
revolution confronting even a more ruthless 
US regime Without rejecting th&possibilily 
of military victory in its pursuits for negotia¬ 
tions, .the FMLN believed that it could im¬ 
press ihe reactionary forces only by militarily 
convincing them of ihe futility of their ap¬ 
proach. Therefore, for a real social transfor¬ 
mation through less painful costs, the idea 
of a political settlement to solve the 
Salvadorean conflict existed within the 
FMLN almost from the stait. Moreover, the 
FMLN believed in a victory of many forces 
united in a political and social consensus. 

I he main factor bringing the Cristiani 
government lo the negotiations was the 
failure of US counterinsurgency model, 
evident in 1989 with the end of Duarte’s rule 
During the last decades, the country’s 
increasing US-dependcnce had alienated the 
army from the rich families. The Reagan 
administration had multiplied the size, 
economic and political weight of the army. 
The 1989 elections brought the Arena Party 
of rich families to power, which reinitiated 
conciliation and reconstitution of unity with 
the army, showing a remergence of the 
classical pattern of dictatorship. For the 
FMLN, it was a challenge to define and 
assess the new government’s characteristics. 

The Arena Party represented a neo-fascist 
trend which did not suit the US in its project 
to cover counterinsurgency. Tb solve this con¬ 
tradiction, Ihe US tried to present Cristiani, 
as one from the centre of Arena. This im¬ 
age forced Cristiani to accept the Duarte- 
initiated process of dialogue, but without 
negotiations, to gain time for power 
consolidation. 

The FMLN began making unilateral 
gestures like a 10-day truce, suspending 
sabotage of transport and mines. Ikking this 
as a sign of weakness, the government 
became aggressive and started military 
operations on popular movements and the 
opposition. The bomb in the offices of 
Fenstras trade union federation became the 
‘last straw* forcing the FMLN to launch its 
offensive in Ncwcmber 1989 which forced the 
government to recognise the FMLN’s 
military capability. This was a total failure 
of the illusions of both, US and Cristiani 
governments, of their two-track strategy of 
a military victory and the economic develop¬ 
ment of El Salvador. This offensive; with its 
national and international repercussions, led 
to start of the negotiations under UN media- 
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tion, culminating in the Peace Agreement 
signed on January 16, 1992. 

Cessation of armed conflict, political 
participation of the FMLN, a new national 
civil police, constitutional reforms and 
respect for human rights are the principal 
achievements of the agreement. Having 
boycotted the 1991 fraudulent election, now, 
the FMLN is set for participating in 1994, 
if rolls are complete and fair elections held. 
How to restructure the army, its transforma¬ 
tion by overhaul or internal upheavals, still 
needs to be clarified. The economic situa¬ 
tion is also complex due to heavy integra¬ 
tion for exports to the world markets, 
needing flexibility for coherent initiatives 
and consensus. 

The FMLN is convinced that implemen¬ 
tation of the agreement will lead to an end 
to the armed conflict, and introduce 
processes towards democratisation and 
reunification of the society. However, the 
signing of the agreement does not lead to 
a disappearance of the enemy forces 
opposed to compliance For that, national 
and international pressure is vilal, as the 
rightist forces arc already configurating the 
start of a crisis around implementation of 
agreements. 

The war years have ended and the strug 
gle continues, now, within a political 
framework for structural changes in the 
economic and social fields The agreements 
open a political process to build a different 
society and for that reason, the struggle for 
their implementation is very strategic 

The Namibian revolutionary process, ac¬ 
cording to David de Beer, was different from 
the Filipino or Salvadorean as a struggle lor 
independence from a foreign rule. Under an 
inter-imperialist mandate, occupation in 
1915 by the colonial government of South 
Africa led to scattered ami-colonial activities 
in Namibia. In the mid-1950s began organis¬ 
ed struggles leading to the formation of the 
SWAPO in 1960. Growing colonial repres¬ 
sion led to a militant urge for independence 
and the formation of a guerilla network in 
People’s Liberation Army of Namibia 
(PLAN). However, armed struggle began 
only when SWAPO’s appeal for an end to 
South Africa’s occupation was rejected by 
The Hague International Court of Justice 
(ICJ) in 1966. Portugal’s revolution on 
April 25, 1974 concurred with SWAPO’s 
adoption of its resolution for independence. 
This debacle of the Portuguese African em¬ 
pire favoured the creation of SWAPO sanc¬ 
tuaries in Angola and Mozambique. 

In 1975, ICJ asked South Africa to vacate 
the territory, but the regime rejected the 
court decision and began instigating pup¬ 
pet movements to weaken the SWAPO. Then 
the UN resolution 385 (1976) called for elec¬ 
tions under an UN administration, a con¬ 
dition unacceptable to South Africa, but it 
agreed to some Security Council's western 
members for UN-supervised election. Later 
it receded and. on May 4, 1978, attacked a 
SWAPO refugee camp in Angola. Then with 
president Venter appearing inclined to grant 


independence to Namibia, another UN 
resolution 435(1978), a watered down version 
of 385, again called for elections However, 
Vorster's displacement by the mtamous 
Botha, and Reagan’s election in 1980, em¬ 
boldened South Africa to reject it it 
continued its war against the SWAPO, 
penetrating deep into Angola and 
Zimbabwe. 

Despite Reagan's reeled ion m the US. by 
1985 conditions for Sourli Africa were 
becoming difficult. War was becoming 
expensive due to the difficulty ol main¬ 
taining a presence in both Namibia and 
South Angola I he economy was collapsing 
due to sanctions making bolh the war and 
apartheid too costly. A mounting concern 
in South Africa, with even the libera! whites 
coming into open, led in 1988 to the peace 
agreement for withdrawal of South African 
army from South Angola and the implemen 
tation of UN resolution 435. SWAPO agreed 
and asked lor the interim UN takeover, but 
in practice only the UN-supervised elections 
were held. Despite all obstructions by South 
Africa, SWA 1*0 got t>Q per cent ol the 
fleeted assembly to write the new Constitu¬ 
tion In 1990 Namibia got independence 
Anally due to a combination of factors, vi/, 
militarist goals of SWAPO with its reliable 
sanctuaries, incapacity ol the South African 
army to cope with its extended offensive, and 
the collapsing South African economy 

David explained ihat Namibia has no pic* 
blem of a foreign army on its territory with 
the South African forces gone SWAPO is 
confident of its victory tn elections, but its 
aim is reconciliation with the opposition, 
including the non-party individuals for drat 
ting the Constitution. In a rich country of 
under-exploited resources, first tasks of the 
democratic revolution are tirm state control 
over the economy and the overhaul of the 
exports—and white farmers—dependent 
agriculture into one with native access to 
land, reinvesting the export income, but 
without a disturbance causing a sudden 
outflow of capita] and expertise. Immediate 
hopes are on the potentials of rich fishing 
(setting up joint ventures and allocations, 
and confiscating illegal harvest), and mining 
industries. 

In identifying the key elements of the three 
movements, it was clear that, in case of the 
FMLN and SWAPO, there was both inter 
national community’s support and the ruling 
party's acceptance of the belligerent status 
of the revolutionary movement. The NDf 
has still to take the armed struggle to a 
higher level to achieve that status. While ac¬ 
cepting that no two revolutionary processes 
are ever the same, from cumulative ex¬ 
periences, the following lessons appear rele¬ 
vant for ail struggles in third world coun¬ 
tries, facing repressive ruling forces in a 
unipolar politico-economic world order. 
(1) All struggles have to adapt the revolu¬ 
tionary process suited to the politico- 
economic social context of individual coun 
tries. (2) No real social transformation in the 
interest of large majority is possible without 


(he aim of capturing power,' and the 
is impossible without armed struggle.. 

(3) Armed struggle, never to be discarded, 1 
needs to be integrted in a strategy erf ’-'' 
dialogue and negotiations in order to achieve, ^ 
power at the least painful costs to commo#;*>fv 
life and property. (4) It must, however, be -,V; 
recognised that a dialogue with th« ruling . V ! 
opposition can develop into negotiation *)i 
only from a clearly demonstrated 'capacity ji; 
of military superiority, and never otherwise "ft 
(5) lor real victory and an elfective process ’] 
of social transformation to follow the cap- K 
lure of power, not exclusive dependence on 
one’s own struggle, but a collective struggle • 
of all under-privileged groups in a social and 
political consensus. (6) To survive in the 
present-day infegrated, international capital- 
dominated wot Id-economy, as well as to 
mobilise ihe wavering social forces within the 
countries, it is equally vital to present the 
broad politico-economic concept of post¬ 
revolutionary assertive self-reliance, instead 
of deferring this issue to the period 
after capture of the power. (7) From all 
experiences so far, it is impossible to avoid 
the conclusion that internationally, in the 
present unipolar world, the US ruling class 
is the chief ally of local reactionary forces 
and the opponent of all revolutionary pro¬ 
cesses. (8) The ruling classes in rest of the 
industrial capitalist world are compliant, but 
wavering US allies, a fact to be recognised 
for developing the appropriate strategy for 
international support. 

In addition, from the experiences of post- ’ 
revolutionary societies, some with total 
reversals as in some former ‘socialist ’ 

homeland’ and others facing serious pro¬ 
blems, following lessons also seem to be rele¬ 
vant. (9) Militant revolutionary groups need 
to be ever-conscious for a democratic con¬ 
sensus, not only to maintain it in unity and 
collective struggles with the other under¬ 
privileged groups, but also within one’s own 
movement building it up from base, aban- - 
domng the histone larce of democratic cen¬ 
tralism and arrogant self-righteousness. 

(10) Further, while exposing the hypocrisy 
of opportunist politics ol the parliamentary x 
democracy and the jiervastvely harmful con¬ 
sumerism of the capitalist market-economy, 
it is necessary to lay the foundations for the 
political democracy of freedom of dissent 
and the economic democracy of freedom of 
variety in common umsumer goods and ser¬ 
vices, not deterring the consideration of 
practice and concept to the mirage of post¬ 
revolutionary era 
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PERSPECTIVES __ 

Science in India: The First Ten Years 

Ashok l’artha>>arathi 
Balrfpy Singh 

The first decade after independence saw the building up of the 
physical infrastructure for manpower training and scientific 
research and development, the setting up of new scientific 
agencies, the definition of specific policies for science and 
industry and the beginnings of the process ot linking industrial 
research with the socio-economic planning process. All these 
developments were underpinned by a strong shared perspective 
between the leading science managers and the head of government 
in regard to the contribution which science could make to 
national development. 


I 

Science Ireforr Imlriwiidemv 

A SIGNIFICANT development in the 
yearv before independence was the 
emergence of a nuinbei of research in¬ 
stitutes under government or private spon¬ 
sorship The Indian Association for the 
Cultivation of Science, Calcutta, founded 
in 1876, developed into an important cen¬ 
tre lor physical research under the leader¬ 
ship of C V Hainan and the association 
of K S Krishnan, S N Hose and Meghnad 
Saha. The Indian Institute of Science was 
established in bangalore (1911) with the 
financial suppoi i of J N Tata and became 
a premier teaching and research institute 
for engineering and technology. Jagadish 
Chandra Bose established the Bose In¬ 
stitute in Calcutta <1917) for biophysical 
research. P C Mahalanobis set up the 
Indian Statistical Institute (IS!) in 
Calcutta (1931) for research and training 
in statistics and allied subjects. The in¬ 
stitute lent considerable statistical support 
in 1938 in the work of the National Plan¬ 
ning Committee under Jawaharlal Nehru. 
Sheila Dhar Institute for Soil Sciences was 
set up by N R Dhar in Allahabad (1936). 
The Tata Institute of Fundamental 
Research, Bombay, was started in 1945 on 
H J Bhabha’s initiative and with financial 
support of Dorabji Tata Trust. The 
Institute of ftjlaeobotany was establish¬ 
ed in Lucknow in 1946, founded by Birbal 
Sahni. The Shri Rani Institute for 
Industrial Research, founded by the in¬ 
dustrialist Ijla Shri Ram, came up in 
Delhi in 1947. 

In the field of medicine and agriculture, 
specialised institutes had come up with the 
support of the central or provincial 
governments. In the Held of medicine, the 
Haffkine Institute, Bombay, established in 
1899, the King institute of Preventive 
Medicine in Madras in 1903, the Central 


Research Institute for Medical Research 
at Kasauli in 1906, the School of Tropical 
Medicine in Calcutta in 1921, the Malaria 
Institute of India in Delhi in 1927, the 
Nutrition Research Institute at Conoor in 
1928, and the All-India Institute of Public 
Health and H)«ienc at Calcutta in 1934, 
are important examples. In the field of 
agriculture, a premier institute, the 
Agricultural Research Institute was found¬ 
ed in Pusa in Bihar in 1905 and transfer¬ 
red to Delhi in 1936. Then came the Forest 
Research Institute, Dehra Dun (1906), the 
Toklai Experimental Station for tea 
research, Jorhat (1911), the Dairy Research 
Institute, Bangalore (1923), Cotton 
Technological Laboratory at Bombay 
(1924), the Institute of Plant Industry at 
Indore (1924), the Institute of Veterinary 
Research at Muktsar (1925), the Lac 
Research Institute at Ranchi (1925), the 
Institute of Sugar Technology at Kanpur 
(1936) and the Jute Research Institute in 
Calcutta (1939). 

The Botanical Survey of India was 
established in 1890 with the objective of 
intensifying botanical exploration and 
survey of the country. Likewise, the 
Zoological Survey of India was establish¬ 
ed in 1916 for animal studies, more 
especially the taxonomic aspects. The 
Geological Survey of India (GSI) and the 
Survey of India had already come into 
existence in the early and mid-19th cen¬ 
tury respectively. 

Among the associations and societies 
of scientists, the Indian Science Congress 
Association (established in 1913) had held 
its first session in Calcutta during January 
15-17, 1914. In 1930, the government of 
India had sounded various provincial 
governments and scientific organisations 
on the desirability of forming a National 
Research Council which would co-operate 
with the International Council for Scien¬ 
tific Unions and its affiliated unions. In 


1930, M N Saha had founded the Academy 
of Sciences (renamed National Academy 
of Sciences in 1934) at Allahabad. 
C V Ranjan had founded the Indian 
Academy of Sciences at Bangalore in 
1934. At the initiative of the Indian 
Science Congress Association, the foun¬ 
dation for a National Institute of Sciences 
(NISI) was laid in I93S as an all-India 
body of scienusts, with the object of pro¬ 
moting growth of science in India and 
harnessing scientific knowledge to 
national welfare. A number of specialist 
societies pertaining to the scientific 
disciplines of mathematics, physics, 
chemistry, botany, biology, bio-chemistry, 
physiology, geology, mining and metal 
lurgy, had also come into existence in the 
early 20th century. 

Emphasis up to the Second World War 
was on medicine and agriculture. This is 
easily understood as there was very little 
progress in the field of basic or even con¬ 
sumer industries. During the Second 
World War, the cutting off of imports and 
need to develop India as a supply base for 
the eastern theatre, compelled the setting 
up of research facilities for development 
of local substitutes. Scientific organisa¬ 
tions and scientists had been stressing the 
need for setting up of an organisation for 
scientific and industrial research. The 
response was the setting up of the Board 
of Scientific and Industnal -Research 
(1940) and the ( ouncil of Scientific and 
Industrial Research (1942). 

A feature of the smooth transfer of 
power in 1947 from British to Indian 
hands, notwithstanding the agony of the 
partition of the country, was that the 
structure of the civil services, the defence 
apparatus and the development agencies 
remained largely intact. The mam scien¬ 
tific agencies, the Indian Research Fund 
Association (IRFA) for Medical Research 
established in 1911, the Imperial Council 
of Agricultural Research (ICAR) esta¬ 
blished in 1929, the Council of Scientific 
and Industrial Research (CSIR) establish¬ 
ed in 1942; and the 20 universities in the 
Indian part of the subcontinent could 
continue with their activities more or less, 
uninterrupted The first two were under 
the charge of the Members of Health and 
Agriculture respectively in the Viceroy’s 
Executive Council while CSIR was in the 
charge of Sir Ardeshir Dalai, Member for 
the newly-created (1944) Department of 
Development and Planning. In 1946, the 
department was abolished and CSIR 
placed in the Department of Industries 
and Supplies. Research on atomic energy 
was entrusted in January 1946 to a 
Research Committee under the CSIR with 
H J Bhabha as chairman. Later, in July 
1947, the committee was upgraded to a 
Board of Research on Atomic Energy. 
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In 1943 the government of India had 
invited A V Hill, FRS, NL, secretary of 
the Royal Society, London to visit India 
and advise on the problems of scientific 
and industrial research In relation to the 
post-war reconstruction, including the co¬ 
ordination of research. After visiting a 
number of research institutions and 
universities, he recommended m his report 
in 1944 the organisation of all research 
activity under six autonomous ‘Research 
Boards' under the department of planning 
and development, a ‘Scientific Con¬ 
sultative Committee’ consisting of the 
directors of the research boards and 
distinguished scientists to advise the 
members and the setting up of a ‘Central 
Register of Scientific and Technical 
Personnel’. Almost simultaneously, irt 
December 1943, the governing body of the 
CSiR set up an ‘Industrial Research Plan¬ 
ning Committee’ with R K Shanmukham 
Cbetty, as chairman. In its report in 1945, 
the committee recommended the setting 
up of II specialised research institutes in 
the area of food technology, metallurgy, 
glass and silicate research, fuel research, 
oils and paints, buildings and roads, 
leather, industrial fermentation and elcc- 
trochcmicals, besides the National 
Physical and Chemical Laboratori i. It 
also recommended setting up of a 
‘National Research Council’ to plan the 
laboratories and funding of research in the 
universities, a ‘Standards Board’ and a 
‘National ftust foi Patents'. 1 he Chetty 
committee report lists 19 universities, 80 
research institutions, departments ol 
government and engineering and medical 
colleges and 38 mduslrial firms to whom 
questionnaires for eliciting mformation on 
their research activities were issued. 

Early in 1945, with a view to ensuring 
adequate supply of technical personnel for 
post-war. industrial developnient of the 
country, an ad hoc committee under the 
chairmanship of Nalini Kanjan Sarkar 
was set up by the Education Department 
to consider the establishment of high-level 
institutes of technology on the lines of 
Massachusetts Institute of Technology. 
The committee recommended the setting 
up of not less than four ‘Higher "technical 
Institutions’ in the north, south, east 
and west regions to satisfy post-war 
requirements. 

Thus the science scene at the time of 
India attaining independence was of 
widespread, though somewhat diffused, 
scientific activity. Even so, the contours 
of future developments in the form of 
national laboratories of the CSIR, the 
Department of Atomic Energy and Insti¬ 
tutes of Technology were already emerg¬ 
ing. These had to be further strengthen¬ 
ed, co-ordinated and directed to subserve 
the goals of socio-economic and industrial 
development. Doing so became the focus 
of attention of the leadership of the 


government of free India and more par¬ 
ticularly of its first prime minister, 
Jawaharlal Nehru. 

II 

Science after Independence 

In his pioneering work The Social 
Function of Science. J D Bernal had 
observed: 

In order to increase the enormous poten¬ 
tialities for scientific development in the 
Indian people, it would be necessary to 
transform them into a self-reliant and free 
community Probably the best workers for 
Indian science today are not the scientists but 
(he political agitators who arc struggling 
towards this end (p 208). 

The role played by the political leader¬ 
ship, particularly Jawaharlal Nehru as the 
first prime minister, goes to show how 
crucial, even after attainment of freedom, 
is its role in the building of scientific and 
technological potential in a developing 
country. Practically in every instance of 
promotion of scientific and industrial 
research -atomic energy, defence science, 
scientific and technical manpower—the 
initiative came from Jawaharlal Nehru or 
the matter was progressed with his 
support. 

Another crucial factor was the lucky 
circumstance of the availability of a 
science leadership with vision, dynamism 
and dedication in the person of scientists 
like P C Mahalanobis, S S Bhatnagar and 
H J Bhaba who also had the requisite 
organisational and managerial capa¬ 
bilities. While the political leadership 
could provide administrative and material 
support, it was the task of the scientific 
leadership to bring into being the scien¬ 
tific and technological infrastructure. Due 
to the absence of any sizeable basic or 
other industrial infrastructure, tliere could 
be no worthwhile linkages with industry 
to interact with, stimulate and strengthen 
industrial research. It was the political 
linkage and support that promoted scien¬ 
tific development. In his address to the 
37th session of the Indian Science Con 
grass at Pune in 1950, Jawaharlal Nehru 
said: 

T here is no doubt that in India there is a 
growing realisation of this fact (hat the politi 
cian and ihc scientist should work in dose 
co-operation. The solution of all social and 
economic problems depends on this co¬ 
operation and no suite can afford to ignore 
(his fact. 

The politician-scientist linkage at 
social, administrative and organisational 
levels played an important role in ‘grow 
ing science' during the 10 years after 
independence. 

Notwithstanding the attainment of 
freedom, the earlier linkage with Britain, 
continued through the Commonwealth, 
had its own impact in shaping the struc¬ 



ture and organisation of science in Indie.. 
Jawaharlal Nehru himself was not 
oblivious of the contribution of Britain 
to India’s scientific development. In hta : 
Autobiography, he wrote: 

Let us have done with the past and its bicker¬ 
ing and face the future. To the British we 
must be grateful for one splendid gift of 
which they were the bearers, the gift of 
science and Ms rich offspring. 

He acknowledged that: 

Science was the gift of the west, and India 
lacked this, and without it she was doomed 
to decay. The manner of our contacts was 
unfortunate... 

That Indian scientists had the British 
mode! in view is evident from the remarks 
in the presidential address of J C Ghosh! 
at the 26th Session of the Indian Science 
Congress in 1939 at Lahore. He said: 

As an indispensable adjunct to this Planning 
Commission, there should be set up an All- 
India Council of Scientific and Industrial 
Research with functions end powen similar 
to those entrusted to the Department of 
Scientific and Industrial Research In Great 
Britain. 

The schemes for the establishment of 
the National Physical and Chemical 
Laboratories in India took the correspon¬ 
ding laboratories at "teddington in UK as 
their model. In 1944, A V Hill, secretary 
of the Royal Society in London, provid¬ 
ed the first report for organisation of 
scientific research in India. The Industrial 
Research Planning Committee in 1944-45 
had the benefit of consultation with the 
eminent British scientist J D Bernal. 
Besides, the Indian scientific leadership 
mostly had a background of education in 
Britain. P C Mahalanobis took his Tripos 
at Cambridge in Mathematics and 
Natural Science (Physics), S S Bhatnagar 
took his DSc from the London University 
and H J Bhabha his doctorate from 
Cambridge. 

That the scientific establishment in 
Britain continued to have its association 
with science in India is evident from the 
correspondence on organisational and 
scientific matters between S S Bhatnagar 
and the Royal Society in London. The 
Scientific Manpower Committee in India 
set up in 1947 drew its inspiration from 
the similar committee under Sir Alan 
Barlow in the UK. 

The British Atomic Energy Establish¬ 
ment made a gift of enriched uranium ftjd 
elements to the Indian Atomic Energy 
C ommission for the first swimming pool 
type atomic research reactor ‘Apsara’ and 
P M S Blackett was invited to make the 
first report in February 1948 on the type 
of organisation India should have for 
defence science and continued advising on 
defence science matters in subsequent 
years. 
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Organisat. jnai and Financ Iai 
Support for Sc it no 

While the politician-scientist linkage 
ensured support for science in India, it 
also helped to generally bring scientific 
policies and programmes in line with the 
socio-economic and political objectives. 
On the support side, some specific steps 
may be cited: 

(i) Organisational Support 

(a) In the very first cabinet formed after 
independence, Jawaharlal Nehru created 
the portfolio of Scientific Research and 
placed it under his personal chaige. A 
Department of Scientific Research was 
created on June I, 1948. also under the 
charge of the prime minister, which had 
under it the major scientific organisations 
dealing with scientific and industiial 
research, besides research on atomic 
energy. Only the research organisations 
dealing with agriculture and health were 
retained with their respective ministers 

(b) Jawaharalal Nehru assumed charge 
of the presidentship of the Council of 
Scientific and Industrial Research in 
1947. Addressing its governing body on 
August 25, 1947, he said: 

1 wished lo associate myself with the coun¬ 
cil in my individual capacity since 1 am in¬ 
terested in its work, and also in my official 
capacity in order to show what importance 
the new government attaches lo scientific 
development in India 

(c) Realising the importance of scien¬ 
tific manpower, Jawaharlal Nehru pre¬ 
pared a detailed note for the cabinet in 
February 1947 recommending that the 
Education Ministry set up a Scientific 
Manpower Committee to assess require¬ 
ments of scientists, technologists, 
engineers and doctors to meet the needs 
of economic and industrial development. 
The committee was set up in April 1V4? 

(d) Jawaharlal Nehru himself moved m 
the then Constituent Assembly of India 
(Legislative) the Atomic Eneigy Bill (1948) 
to provide for the development and con¬ 
trol of atomic energy With the creation 
of the Atomic Energy Commission in 
August 1948, he personally handled its 
ministerial aspects and became minisler- 
in-charge of the Department of Atomic 
Energy when it was created in 1954. 

(e) From 1947 onwards Jawaharlal 
Nehru attended/inaugurated annual 
sessions of the Indian Science Congress 
year after year (excepting in 1948, 1961 
and 1964). Explaining his attendance, he 
said at 39th session of the Indian Science 
Congress m (952 at Calcutta; 

I have coins here lo help you, the Science 
Congress amt the scientists of India, to 
become popular in India, to give you popular 
backing 1 want lo give you governmen¬ 
tal backing and I wain k> give you popular 
backing and 1 want the people ot India ro 
realise the importance of science in modern 
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life and in India especially... 

(0 He associated himself with the foun¬ 
dation stone laying/mauguration of CS1R 
laboratories, atomic energy establish¬ 
ments, defence science laboratories, the 
National Institute of Science, science 
academics and other scientific, medical 
and agricultural research institutions to 
give them such support. 

(ii) Financial Support 

In the early years after independence, 
the expenditure on scientific research was 
almost exclusively borne by the central 
government. Estimates of expenditure on 
research and development in the years 
prior to 1948-49 are not readily available, 
but according to the Central Statistical 
Organisation of the government of India, 
the expenditure on the major scientific 
agencies rose about tenfold from 1948-49 
to 1958-59 at current prices (see Table). It 
is also estimated that in 1958-59, expen¬ 
diture on research and development con¬ 
stituted about 0.21 per cent of India's then 
GNP of Rs 12,600 crore. 

Socio-Economic and Politicai 
OR'E erivts of Science 

It would be correct to say that the 
objectives to be achieved by science in the 
socio-economic or political spheres were 
not defined in precise terms. However, 
Jawaharlal Nehru used the platform of 
the Indian Science Congress to articulate 
what the political leadership expected of 
science and the scientist. In his presiden¬ 
tial address at the 34th session of the 
Indian Science Congress at Delhi in 1947 
on the eve of independence Jawaharlal 
Nehru spelt out his views in the following 
words. 

(i) "Surely science is not merely an in¬ 
dividual’s search for truth. It is something 
infinitely more than that if it worked for 
the community. Its objective must be to 
remove the ills of the community. So 
science must think in terms of the 400 
million persons in India. Obviously, you 
can only think in those terms and work 
along those lines on the wider scale of co¬ 
ordinated planning”. 

Tabic Exptndi 


(ii) “I do believe that the only nght approach 
to the world problems and to our national 
problems is the approach of science, that 
is to say of the spirit of science and method 
of sciencer 

(iii) "The first objective, it seems to me from 
any point of view and more especially from 
the point of view of science, is to help in 
the building of a free self-reliant India” 

(iv) At the 40th session of the Indian Science 
Congress in Lucknow in 1953, he said “Sos 
we invite you, scientists, to help us in solv¬ 
ing our material problems which are highly 
important, whether they are of food or 
other necessities of life, so (hat we may 
raise the standards, because without that 
nothing can be done and we have to face 
continued danger, grave danger, in many 
Ways But we invite you also lo help in 
dealing with the larger problems, social, 
economic, psychological and all that, and 
finally to bring about, as l said, that 
temper of science, which unless we 
develop, the weapons and alt good that 
science has done can be used for evil 
ends. ” 

(v) Addressing the 43rd session of the Indian 
Science Congress at Agra in 1956, Nehru 
emphasised the problems that the 
Indian scientists had to deal with were 
related to the development of better stan¬ 
dards of living, removal of economic in¬ 
equalities and so on and so forth” And 
“This is why the men and women of 
science should consider the basic approach 
to problems, I mean the temper of science, 
the temper of reasonableness, the temper 
of peace. These approaches are very im¬ 
portant to end and solve the problems fac¬ 
ing them” 

What the political leadership expected 

from science and the scientists may be 

summarised as below: 

(i) Help in solving the economic problems of 
poverty of the people and provide basic 
amenities tike food, clothing, medical 
facilities and housing through application 
of science and technology. 

(ii) Assist in attaining a degree of self-reliance 
and building a strong independent India, 
to enable it to play a major role in world 
affairs. 

(iii) Build a community of scientists capable 
and strong enough to interact with the 
world scientific community and co-operate 
in international development of science for 
peace 

JRfc on Rt-sr ARCH 

(In Rs million) 


Year 

ICMR 

ICAR 

CSIR 

AEC Grant 

Total 

1948 49 

1.0 

26 

72 

_ 

10.8 

1949-50 

1.2 

2,3 

It 2 

— 

14.7 

1950-51 

1.5 

2.4 

160 

— 

19.9 

1951-52 

1.3 

39 

17.8 

— 

23.0 

1952-53 

1.7 

3.2 

20.9 

— 

25.8 

1953-54 

1.5 

5.1 

19 8 

— 

26.4 

1954-55 

1.9 

6.8 

18 7 

8.2 

35.6 

1955-56 

2.9 

b.5 

22 7 

15.2 

47 3 

1956-57 

33 

17.9 

28.0 

17.8 

67.0 

1957-58 

5.7 

23.7 

35.5 

23.8 

88.7 


■as 


ICMR: Indian Council of Medical Research; ICAR: Indian Council of Agricultural Research; 
CS1R: Council of Scientific and Industrial Research; and AEC' Atomic Energy Commission, 
current expenditure. 

Source: Central Statistical Organisation, Government of India, various years. 
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(iv) Help in creating a climate of interaction 
of science with society to enable its ap¬ 
plication for rapid economic and cultural 
development, assist in changing the old 
practices and traditions which hamper 
growth, and bring a scientific approach or 
scientific temper to the resolution of 
India's multiple problems. 

Institutionalisation or Science 

Convinced that “even more than the 
present, the future belongs to science and 
to those who make friends with science 
and seek its help for the advancement of 
humanity “(Jawaharlal Nehru’s message 
to the Silver Jubilee Session of the Indian 
Science Congress at Calcutta in 1938), the 
political leadership approached the pro¬ 
blem of scientific development on the 
basis of ‘state organisation of research’. 
It took the form of governmental esta¬ 
blishment of research institutes and 
laboratories based on plans and pro¬ 
posals already formulated in the pre¬ 
independence period, and initiating new 
ones in promising areas of development 
and defence. The emphasis was on the 
following areas. 

(i) scientific and industrial research, 

(ii) atomic energy, 

fiii) scientific and technical manpower, 
and 

(iv) defence science. 

Research in areas of agriculture and 
health, which had progressed in the earlier 
years, received comparatively less support. 
The objectives of development of these 
areas as stated in various forums are sum¬ 
marised below: 

(i) Industrial Research 

A statement on the industrial policy of 
the government of India was placed before 
the Constituent Assembly of India 
(Legislative) in April 1948 and later 
adopted in the form of a resolution by the 
I-ok Sabha in 1956. Government’s policy 
on import of technology and foreign in¬ 
vestment was stated in the Constituent 
Assembly of India (Legislative) in 1949. 
Primacy was to be given to the develop¬ 
ment of industrial potential. A correspon¬ 
ding organisation for scientific and in¬ 
dustrial research was considered essential 
to provide the basis for the nation’s future 
development. While not expecting im¬ 
mediate results from the institutes and 
laboratories of the CSIR, the leadership 
believed that those institutions would help 
in laying the foundation of an industrially 
and economically strong India. As presi¬ 
dent of the governing body of the CSIR, 
Jawaharlal Nehru impressed upon the 
directors of CSIR laboratories in 
November 1957 that: 
while it was necessary to continue fundamen¬ 
tal research, the scientists must bear in mind 
the immediate needs of the country. They 
should help in developing internal resources 
of the country and formulate programmes 


of research in relation lo actual requirements 
of the country. 3 

The political leadership, particularly 
Jawaharlal Nehru, also believed that, 
having the scientific institutions spread all 
over the count!y and with thousands of 
young men and women trained and work¬ 
ing in the field of science would gradually 
affect the minds of the people at large, 
particularly the younger generation. Apart 
from improving production methods and 
development of new techniques, this 
would help in changing outdated beliefs 
and practices that obstruct modernisation 
and create an atmosphere for the peoples’ 
participation in development. 

(ii) Atomic Energy 

In the early 1940s scientists already 
believed that nuclear energy would be suc¬ 
cessfully applied for electric power pro¬ 
duction. In 1944, H J Bhabha, while pro¬ 
posing the setting up of an institute for 
fundamental research, had predicted the 
commercial application of atomic energy 
in a couple ot decades. Jawaharlal Nehru 
along with Bhabha felt that atomic energy 
represenied a new source of power that 
would revolutionise the very concept of 
energy in the future. India had missed the 
steam age and the industrial revolution, 
but it should not lag behind in the use of 
atomic energy for power genetation and 
other peaceful purposes. While replying 
to the debate on the Atomic Energy Bill 
(1948) in the Constituent Assembly of 
India (Legislative), Nehru said. 

The steam age and the industrial age were 
followed by the electrical age which gradually 
crept in and most ol us were hardly aware 
of this change. But enormous new power 
came in. Now we are lacing the atomic age, 
we are on the verge of it. And this is obvious¬ 
ly something infinitely more powerful than 
either steam or electricity. 

He continued, 

The point I should like the House to con¬ 
sider is that if we are to remain abreast in 
the world as a nation which keeps ahead of 
things, we must develop this atomic energy 
quite apart from war-rindecd. 1 think we 
must develop it tor the purpose of using it 
for peaceful purposes. 

(iii) Defence Science 

Excepting for some investigations per¬ 
taining to standards and testing of goods 
and materials required by the armed 
forces and development of substitutes for 
imported materials during the Second 
World War, ‘defence science' was almost 
non-existent during the pre-independence 
period. A start was made with the ap¬ 
pointment of D S Kothari as Science Ad¬ 
viser to the Minister of Defence in 1948. 
The Defence Science Organisation was 
established in April 1958, a Defence Exhi¬ 
bition arranged in September 1958 and a 
Defence Production Conference held in 
August 1959. The general emphasis was that 


the Army, Navy and Air Force could be fir* 
rate services only if ihey kept pace will 
modern technology. It was no good at aliti 
they completely relied on arms, ammunitior 
and other equipment purchased from 
abroad. Ii should be an axiom for them that 
a second rale or even a third rate defence 
equipment manufactured in the country itsdl 
was much better than a first rate weapon Im¬ 
ported from a foreign country, which it might 
be difficult to obtain when it was most 
needed in an emergency. 3 
The objective ol defence science was to 
make the country self-reliant in weapons 
and defence equipment and materials over 
a period of time. 

(iv) Scientific and Technical Manpower 
The importance of human resources by 
way of trained scientific and technical 
manpower was realised even in the pre¬ 
independence period. One of the objec¬ 
tives of the scientists' delegation that 
visited the UK and the US in 1944-45 
under the leadership of S S Bhatnagar was 
to make arrangements for the training of 
scientific workers in British universities 
and research centres. Later Bhabha and 
Jawaharlal Nehru both laid repeated em¬ 
phasis on the training of scientific and 
technical manpower, which they con¬ 
sidered more important than money for 
the economic development of the country. 

Planning and Science 

Even as far back as 1938, the National 
Planning Committee set up by the Indian 
National Congress with Jawaharlal Nehru 
as chairman had Meghnad Saha as a 
member. Several leading scientists, 
among them P C Mahalanobis, J C Ghosh, 
M Visvesvaraya were associated with its 
studies, deliberations and plans for the 
development of science, jawaharlal Nehru 
as president of the Council of Scientific 
and industrial Research had remarked at 
the very first meeting that he attended 
(August 25, 1947), 

I expect the Council of Scientific and 
Industrial Research and the new activities in 
national planning to be co-ordinated. 

The Planning Commission established 
in 1950 had P C Mahalanobis from the 
very beginning as member with special 
responsibility for science. However, the 
Planning Commission had a very limited 
role and was more concerned with the 
process of allocation of finances on the 
basis of plans formulated by the various 
scientific agencies and organisations, 
rather than with establishment of priori¬ 
ties or co ordination of scientific work. 
To quote Mahalanobis, 

Expansion of scientific work has become 
more rapid from the period of the Second 
Five-Year Plan (1956-61) when the intimate 
connection between scientific progress and 
economic development began to be proper¬ 
ly appreciated. In principle, it is now 
generally accepted that the programme of ap- 
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plied and developmental research should be 
directed towards the need for national 
planning. 4 

He went on to emphasise that: 

A most urgent problem is to develop an 
organisation of science suited to Indian 
needs/ 

Thai there should be some organisation 
to oversee the organisation, planning and 
co-ordination of scientific research was 
emphasised in the reports of A V Hill 
(1944) and the Industrial Research Plan¬ 
ning Committee (1945). In pursuance of 
these recommendations, a Scientific 
Consultative Committee was set up in 
September 1946, with the Member oi the 
Viceroy’s Executive Count i! in chatf.c of 
Industries and Supplies as chairman, 
director, scientific and industrial research 
(S S Bhatnagar) as vice-chairman and 
leading scientists C V Raman, J C Ghosh, 
M N Saha, Nazir Ahmed, Ram Nath 
Chopra, K S Knslinari, Birbal Sahni. 
H J Bhabha and heads of various 
research agencies and institutes as 
members. It is understood that m the 
Scientific Consultative Committee n was 
decided to prepare a scheme for a Cen¬ 
tral Organisation of Scientific Research on 
the basis of the proposals contained in 
these two reports. However, it was only in 
May 1956 that a Scientific Advisory Com¬ 
mittee to the Cabinet (SACC) was con¬ 
stituted with explicit and wide ranging 
terms of reference to advise the cabinet 
on "the formulation and implementation 
of government’s Scientific Policy" 

Early in 1958 H i Bhabha as chairman 
of SACC sent a draft of the Scientific 
Policy Resolution (SPR) to prime minister 
Jawaharlal Nehru which formed the basis 
of the government of India’s Scientific 
Policy Resolution (No I3I/CE/57 dated 
March 4, 1958) placed in the Ix>k Sabha 
by Nehru on March 13, 1958 (sec 
Annexure). 

While information about the function 
ing of the Scientific Consultative Commit 
tec in the 1940s and early 1950s is not 
readily available, it is doubtful if it was 
effective in co-ordinating the work of 
various scientific agencies or organisa¬ 
tions, still less in formulating anything like 
a national policy on science. Planning and 
establishment of a number of national 
laboratories of the CS1R was through ap¬ 
proval of its governing body and sanction 
of the concerned departments of the 
government. Likewise, investment in and 
setting up of establishments of the 
Department of Atomic Energy and for¬ 
mulation of their programmes were 
decided upon and approved by the Atomic 
Energy Commission. In both cases, the 
Organisations which had the maximum 
funding among the scientific agencies had 
direct association with Jawaharlal Nehru. 

, In addition, the heads of these two agen¬ 
cies, S S Bhatnagar and H J Bhabha. had 
ready access to the top-most level of the 


political leadership, viz, the prime 
minister. 

In 1956, the responsibility for inte¬ 
grating science with development was 
made the specific charge of the member 
for Perspective Planning and Scientific 
Research of the Plartning Commission 
(P C Mahalanobis). As stated earlier, the 
SACC was also formed in 1956 with a 
clear mandate for formulation and im¬ 
plementation of a National Scientific 
Policy However, neither the Planning 
Commission nor the SACC was able to 
create the necessary machinery for 
establishment of a comprehensive data 
base for science, nor did they have the 
benefit of involvement of social scientists 
and economists for integration of scien¬ 
tific development with planning. Further, 
the composition of SACC, consisting as 
it did of leading scientists with multi¬ 
farious involvements and heads of agen¬ 
cies, precluded any serious and systematic 
effort in planning and co-ordination of a 
wide spectrum of scientific effort—from 
university departments to the Institutes of 
Technology, government departments, 
and private and public funded scientific 
institutes and agencies. While SACC’s ef¬ 
forts did mark an improvement over the 
earlier situation, its most significant 
achievement was the formulation of the 
SPR. 

Ill 

Some Critical Comments 

With the benefit of hindsight it is possi¬ 
ble to identify some of the shortcomings 
in India's approach to and organisation 
for scientific research and development. 
Some of these are: 

(i) Should India have invested in and 
planned for scientific and industrial 
research on the large scale it did, when 
there were hardly any takers of the results 
of such research efforts? In his speech at 
the symposium at Calcutta under the 
auspices of the National Institute of 
Sciences (October 1943), S S Bhatnagar 
admitted that, 

Consideration of India's plight leads one to 
ttie conclusion that research without industry 
is as futile as expecting an egg without a hen 
or a hen without an egg. 
in his separate note to the Industrial 
Research Planning Committee, one of its 
members Col S S Sokhey, wrote. 

The committee worked all the time in an at¬ 
mosphere of unreality. It is possible to plan 
industry and industrial research together, but 
not separately. Research institutions can be 
organised by themselves regardless of other 
things, but that would not be planning in any 
sense of the term. 

The problem of non-utilisation of the 
results of research remained of serious 
concern to the CSIR over the years. 

(ii) There appears to have been too 
facile an acceptance of the British model 


of organisation of industrial research, in 
highly industrialised countries, including 
the UK, industrial research is mostly 
undertaken by industrial companies. 
Moreover, scientific research is well 
developed in the universities; hence 
the organisation of research in State- 
sponsored institutes is not such a crucial 
factor. However, such a model drawn from 
the conditions of highly industrialised 
countries was hardly applicable to Indian 
conditions, that too in 1947. 

(iii) A rapid expansion of the organisation 
of scientific and industrial 'research 
resulted in a surfeit of average level com¬ 
petence in the research institutions. Even 
Jawaharlal Nehru in his last address to the 
Golden Jubilee Session of the Indian 
Science Congress at Delhi in 1963 
remarked, 

we would rather sacrifice, it seems to me, 
rather cover up quality with quantity, and yet 
science, obviously, depends much more on 
quality than quantity. Quantity is necessary, 
but quality is the most important thing, and 
unless we take steps to give due place to 
quality, and not allow it to be covered up by 
seniority, age and other processes, it will be 
difficult to go ahead at the pace we want to. 

(iv) Insufficient attention was devoted 
to the urgency for improvement of scien¬ 
tific teaching and research in the univer¬ 
sities. There appears to have been some 
glamour attached to ‘Big Science* which 
made a large proportion of investment 
and resources flow to the CSIR labora¬ 
tories and the atomic energy establish¬ 
ments. While both the CSIR and the 
Department of Atomic Energy did pro¬ 
vide funds for research in the universities 
in the form of projects and fellowships, 
by far and large, universities were treated 
as poor relations. Even investments in 
research in agriculture and health remain¬ 
ed comparatively meagre, particularly in 
relation to the dimension of the problems 
faced by the country in these areas. 

(v) Expansion of the state-sponsored 
research institutcs/laboratories of the 
CSIR and the higher emoluments of 
scientists in these institutions drew out the 
best of teaching and research talent from 
the universities. Bhabha in his address to 
the General Assembly of the International 
Council of Scientific Unions in Bombay 
in January 1966 drew pointed attention to 
the dilution of talent for scientific 
teaching and research in the universities. 
He held out the example of the Depart¬ 
ment of Atomic Energy which set up 
facilities to train in-house the scientific 
cadres needed for its own programmes, 
keeping in view the perspective of expan¬ 
sion of its future activities over time. 

(vi) The administrators and the bureau¬ 
crats under the British administration en¬ 
joyed a great degree of authority, power 
and prestige. The steel frame of the civil 
service was also bound by rules and 
precedents. After independence, the sden- 
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tific organisations were accorded the 
status of autonomous institutions to 
enable them to function with freedom 
from the rigidity of normal government 
rules and procedures. However, instead of 
the spirit of science loosening the rigid 
framework of administration, the reverse 
happened. The de facto autonomy of 
most scientific organisations became 
marginal, with scientific leaders opting to 
become secretaries to government and the 
administrative procedures and practices of 
government departments ‘diffusing’ into 
the functioning of scientific organisations, 
including the CSIR and other ‘auto¬ 
nomous’ research councils. 

(vii) Notwithstanding Jawaharlal 
Nehru’s faith in science and planning, co¬ 
ordination of scientific research and the 
integration of scientific development with 
the plans of socio-economic and in¬ 
dustrial development could not be achiev¬ 
ed. A factor was the prestige and authority 
enjoyed by heads of the scientific agen¬ 
cies. because of their having direct access 
to and association with the political 
leadership. This was the negative aspect 
of the scientist-politician linkage. 

(viii) There was a total absence of any 
realisation of technology as being distinct 
from scientific research; let alone the f act 
that, by and large, it was technology rather 
than science that was the key component 
of tjie industrial development process. The 
fact that the March 1958 resolution is 
called ‘Scientific’ policy resolution rather 
than an ‘S and T’ policy resolution is only 
symptomatic of this reality. Admittedly,, 
the Scientific Policy Resolution raises 
hopes when it states right in its opening 
paragraph that: 

The key to national prosperity, apart from 
the spirit of the people, lies, in the modern 
age, in the effective combination of three 
factors—technology, raw materials and 
capital—of which the first is perhaps the 
most important, since the creation and adop¬ 
tion of new scientific techniques can, in fact, 
make up for deficiencies in natural resources 
and reduce (he demands on capital 
However, the fact that, in terms 
of implementation, emphasis was on 
spreading science and research infrastruc¬ 
ture; training scientific manpower and im¬ 
proving their social and financial status, 
while neglecting the application aspect 
leads us to believe that the nature and role 
of technology was inadequately under¬ 
stood or appreciated. 

IV 

Concluding Remarks 

Notwithstanding the shortcomings 
referred to above, the first 10 years after 
independence (1947-1958) represent a 
golden period in the development of 
Indian science. By far and large, the 
development followed the thoughts of 


Jawaharlal Nehru and the ideas resulting 
from his interactions with leading scien¬ 
tists like Mahalanobis, Bhatnagar and 
Bhabha. The distinctive features of the 
development of science in this period may 
be summarised as follows: 

(1) Politician-Scientist Linkage 

While the distinction between science 
and technology may not have been clearly 
discerned, growth of neither would have 
taken place without the support of the 
government. Both A V Hill and the 
C’hetty Committee had observed that, 
considering the poor state of development 
of scientific research and the unlikelihood 
of industrial companies financing in- 
house research departments to any signifi¬ 
cant extent. State sponsorship and 
organisation of scientific research was 
inevitable. 

Jawaharlal Nehru accepted this assess¬ 
ment Through his close personal associa¬ 
tion with individual scientists, major 
scientific organisations and scientific ac¬ 
tivities in general, he forged a politician- 
scientist linkage and ensured admini¬ 
strative and financial support to the 
development of science, when it needed 
this most. As a result, the groundwork for 
building up the infrastructure for scien¬ 
tific research and development was firm¬ 
ly laid. 

(2) Science and Planning 

Nehru believed that planning represented 
a scientific approach to the optimum 
utilisation of resources for production and 
distribution of goods and services for the 
benefit of India’s four hundered million 
people. He also believed that: 

Science alone could solve the problems of 

hunger and poverty, insanilation, illiteracy, 

deadening custom and tradition, of a rich 

country inhabited by starving people. 

He considered that close co-ordination 
between scientists, government and the 
Planning Commission was necessary for 
integrating scientific research and its prac¬ 
tical application with the country’s plans 
for development. 

The formal measures to couple science 
and planning were initiated by setting up 
a Working Group for Scientific Research 
as one of the many such working groups 
constituted by the Planning Commission 
to prepare the Second Five-Year Plan 
(1956-61). The scope of the working 
group, however, got limited to the pro¬ 
grammes of the CSIR laboratories; it did 
not include the agriculture and medical 
research councils or the Department of 
Atomic Energy, let alone R and D 
organisations of major ministries, e g, the 
Railway Designs and Standards Organisa¬ 
tion of the Ministry of Railways or the 
Ifelecommunication Research Centre of 
the Department of Posts and Tfelcgraph. 
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In spite of these limitations, the initial 
steps for integrating scientific research 
with planning, particularly in respect of,; 
industrial research, had been taken. 

(3) Scientific Manpower 

Even during the period of the Interim 
government (September 1946-August 
1947), Jawaharlal Nehru stressed the im¬ 
portance of the development of scientific 
and technical manpower as an inescapable 
requisite for industrialisation and 
economic development. On the one hand, 
the National Institute of Sciences, the 
CSIR and the Planning Commission 
undertook studies for estimating the 
requirements of scientists, engineers and 
technicians for Plan projects, while on the 
other hand, a National Register for Scien¬ 
tific and Technical Manpower was started 
to build up an integrated picture of the 
available scientific and technical man¬ 
power in the country. The expansion of 
the science and engineering departments 
in the universities and the planning and 
establishment of the Indian Institutes of 
Technology as centres of excellence in 
engineering education and associated 
research were actively pursued. 

(4) Development of Atomic Energy 
During the late 1940s and early 50s, 

it was believed that atomic energy 
represented a new and revolutionary 
source of energy capable of altering the 
industrial, economic and social structure 
of society as fundamentally as the steam 
engine and electricity had done tn the 18th 
and 19th centuries. Realising the impor¬ 
tance of autonomy for speedy develop¬ 
ment of such an important new area of 
science and technology, Bhabha was en¬ 
couraged by Nehru to devise a distinctly 
different institutional model for the 
area—a department of government 
operating under the policy direction of the 
Atomic Energy Commission—a body 
with a charter and administrative and 
financial powers unique within the 
governmental structure of the day. 

(5) Beginnings of Defence Research 
Research in defence hardware and 

weaponry hardly existed in India before 
the Second World War. During the period 
of the Interim Government, Jawaharlal 
Nehru had drafted a detailed note on 
Defence Policy in which scientific research 
figured as an important component. 
Nehru repeatedly stressed the importance 
6f developing defence capabilities and 
weapon systems indigenously, warning 
that, unless the country was self-reliant in 
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£ defence, a crisis may arise due to non- 
& availability of equipment in times of 
| emergency. As a lesuli, a Defence Science 
£ Organisation was established, a Scientific 
£ Adviser to the Defence Minister appointed 
\ and encouragement given to indigenous 
i development of defence equipment. 

(6) Direct Association with Scientific 
\ Leaders 

‘ Jawaharla! Nehru interacted directly 

with top scientific leaders in India and 
f abroad. By doing so, he kept himself 
\ informed of international developments 
< in science and the science policies of other 

■ countries. Such interactions also lent 
l prestige and encouragement to Indian 
j science and its leaders, both inside the 
i government and in society at large. This, 

I in turn, enabled the leaders of Indian 
I jcience to secure hassle-free decision- 

■ making and executive action from the 
i governmental apparatus in then respective 

areas of scientific development. Thus, 
Mahalanobis had direct contact with 
Nehru in regard to planning, Kothan in 
regard to defence science, and Bhabha and 
Bhatnagar in regard to Atomic Energy 
and CSi R respectively. It was then left to 
these science managers to maintain close 
links with the civil services in regard to 
day-to day implementation of policies 
relating to personnel, administrative prac¬ 
tices and the budget process in their 
respective areas 

(7) Relating Scientific and Industrial 
Policies 

The interaction between Nehru, 
Mahalanobis and Bhabha resulted in 
shaping the character and pattern of 
investment in the Second Five Year Plan. 
Mahalanobis had a major contribution to 
make in the formulation of the Industrial 
Policy Resolution of April 1956, while 
Bhabha did likewise in the formulation of 
the Scientific Policy Resolution of March 
1958. These represent closely inter related 
strands of the launching of planned in¬ 
dustrialisation and modernisation within 
the framework of democratic political 
institutions and a mixed economy. In 
terms of ideas, the formulation ol these 
policy statements represents a landmark 
in India’s scientific and industrial 
development. 

To sum up, the first decade saw the 
building up of the physical infrastructure 
for manpower training and scientific 
research and development, the setting up „ 
of new scientific agencies, the definition 
ot specific policies for science and in¬ 
dustry and the beginnings of the process 
of linking industrial research with the 
socio-economic planning process. All 
these developments were underpinned by 
a strong shared perspective between the 
. leading science managers and the head of 
government of the contributions which 



science could make to national develop¬ 
ment. India owes a great deal to these 
developments of the first decade for the 
scientific and technological capacity it has 
built up today. 

Annexure 

Government of India 
Scientific Policy Resolution 

New Delhi, the 4th March, 1958 
No 131 CF/57. The key to national prosperity, 
apart from the spirit of the people, lies, in the 
modern age, in the effective combination of 
three factors, technology, raw materials and 
capital, of which the first is perhaps the most 
important, since ihe creation and adoption of 
new scientific techniques, can, in fact, make up 
for a deficiency in natural resources, and reduce 
the demands on capital. But technology can 
only grow out of the study of science and its 
applications. 

2 The dominating feature of the contemporary 
world is the intense cultivation of science on 
a large scale, and its application to meet a coun¬ 
try's requirements. It is this, which, for the first 
time in man's history, has given to the common 
man in countries advanced in science, a 
standard of living and social and cultural 
amenities, which were once confined to a very 
small privileged minority of the population 
Science has led lo the growth and diffusion of 
culture to an extent never possible before. It has 
not only radically altered man’s material 
environment, but, what is of still deeper 
significance, u has provided new tools of 
thought and has extended man's menial 
horizon. It has thus influenced even the basic 
values of life, and given to civilisation a new 
vitality and a new dynamism. 

3 It is only through the scientific approach and 
method and the use of scientific knowledge that 
reasonable material and cultural amenities and 
services can be provided for every member of 
the community, and it is out of a recognition 
of this possibility that the idea of a welfare state 
has grown. It is characteristic of the present 
world that the progress towards the practical 
realisation of a welfare state differs widely from 
country lo country in direct relation to the 
extent of industrialisation and the effort and 
resources applied in the pursuit of science. 

4 The wealth and prosperity of a nation 
depend on ihe effective utilisation of its human 
and material resources through industrialisa¬ 
tion. The use of human material for in¬ 
dustrialisation demands its education in science 
and training in technical skills. Industry opens 
up possibilities of greater fulfilment for ihe in¬ 
dividual. India's enormous resources of man¬ 
power can only become an asset in the modern 
world when trained and educated. 

5 Science and technology can make up for defi¬ 
ciencies in raw materials by providing 
substitutes, or, indeed, by providing skills which 
can be exported in return for raw materials. In 
industrialising a country, a heavy price has to 
be paid in importing science and technology 
m the form of plant and machinery, highly paid 
personnel and technical consultants. An early 
and large-scale development of science and 
technology in the country could therefore 


greatly reduce the drain on capital during the 
early and critical stages of industrialisation. 

6 Science has developed at an ever-increasing 

pace since the beginning of the century, so that 
ihe gap between the advanced and backward 
countries has widened more and more, It is only 
by adopting the most vigorous measures and 
by putting forward our utmost effort into the 
development of science that we can bridge the 
gap. It is an inherent obligation of a great coun¬ 
try like India with its traditions of scholarship 
and original thinking and its great cultural 
heritage, to participate fully in the march of 
science, which is probably mankind’s greatest 
enterprise today • 

7 The government of India have accordingly 
decided that the aims of their scientific policy 
will be. 

(i) to foster, promote and sustain, by all ap¬ 
propriate means, the cultivation of 
sciences, and scientific research in all its 
aspects—pure, applied and educational; 

(ii) to ensure an adequate supply, within the 
country, of research scientists of the 
highest quality, and lo recognise their work 
as an important component of the strength 
of the nation; 

fiii) to encourage and initiate, with all possible 
speed, programmes for the training of 
scientific and technical personnel, on a 
scale adequate to fulfil the country’s needs 
in science and education, agriculture and 
industry, and defence; 

(iv) to ensure that the creative talent of men 
and women is encouraged and finds full 
scope in scientific activity, 

(v) to encourage individual initiative for the ac¬ 
quisition and dissemination of knowledge, 
and for the discover/of new knowledge, 
in an atmosphere of academic freedom; 
and 

(vi) in general, to secure for the people of the 
country all the benefits that can accrue 
from the acquisition and application of 
scientific knowledge. 

The government of India have decided to 
pursue and accomplish these aims by offering 
good conditions of service to scientists and ac¬ 
cording them an honoured position, by 
associating scientists with the formulation of 
policies, and by taking such other measures as 
may be deemed necessary from time to time. 

Notes 

[Paper presented at the indo-UK-USA con¬ 
ferences on ‘India: The First Ten Years' held 
at New Delhi, Oxford and Austin during 1990.] 

1 J C Ghosh was associated with the work of 
■ he National Planning Committee set up by 
the Indian National Congress in 1938 under 
the chairmanship of Jawaharlal Nehru. 

2 Baldev Singh, Jawaharlal Nehru on Science 
and Society, New Delhi, 1988. 

3 Nehru's address lo the Defence Production 
Conierence; August 31, 1959 in Baldev Singh, 
Jawaharlal Nehru on Science and Society, 
op cit. 

9 ‘Recent Developments m the Organisation of 
Science in India: P C Mahalanobis', in 
A Rahman and K D Shartna (eds), Science 
Policy Studies, Somaiya Publications, New' 
Delhi. 1974. 

5 Ibid. 
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DURING the past decade, we have wit 
nessed dramatic changes in the structure of 
the world’s economy; the consolidation of 
Japan's economic power, the decline of US 
hegemony, the growth of the world debt pro¬ 
blem, the liberalisation of the eastern block 
economies, the opening up of China, the 
formation of a single European economic 
community, and the continued growth of the 
international service sector are examples. 
Clearly, these events have created a new 
series of risks and potential rewards for 
multinational entrepreneurs, yet the obvious 
dominance of cultural issues tn these 
changes casts serious doubt on the ability 
of pure economic theory alone to inform 
policy-making. In keeping with (he radical 
subjectivist view of industrial organisation, 
which holds that more micro-analytical, 
dynamic, process-oriented models of com¬ 
petition must be developed to explain and 
illuminate strategic choice, Mark Casson 
develops a new theoretical approach to 
enticprcneurship and the firm. His analy¬ 
tical framework synthesises conventional 
economics of trade, open systems thinking, 
and the economic content of firm and 
national cultures; his focus is the interplay 
between cultural and economic determinants 
of multinational firm behaviour. He argues 
that the new economic environment created 
by the globalisation of business is challeng¬ 
ing the long-held belief that economics is a 
discipline that can be adequately pursued in 
isolation from other social sciences. Cultural 
dynamics, as well as economic dynamics, 
must be considered. The viability of 
economic systems depends on the willing¬ 
ness of firms and individuals to respect 
agreements without continual monitoring- 
in other words, the presence of trust—and 
an important determinant of the degree of 
trust which is present will be the cultural and 
social dynamics of the situation. 

The book is organised as follows: (I) A 
survey of recent trends in international 
business is provided, with emphasis on the 
inadequacy of conventional economic 
analysis to explain of these trends. (2) A 
‘system view' of international production is 
developed. The central thesis is that 
economic performance of firms is explain¬ 
ed by comparative transaction costs, and 
that these are largely culture-specific Casson 
defines the economic content of a culture 
as the implicit scientific and religious 
attitudes which are transmitted through 


education, the media, and through inter¬ 
actions within social groups, and attempts 
a synthesis of this culture-content with con¬ 
ventional economic factors. (J) The theory 
of entrepreneurship is applied to the 
organisation of multinational firms. (4) The 
link between entrepreneurial culture and 
national economic performance is explored, 
and a cultural rating scheme based on the 
entrepreneurial content of cultures is 
developed. (5) A comparative study of 
culture and industrial organisation is con¬ 
ducted (6) The conflict created by persis¬ 
tent underdevelopment, between host 
governments and foreign multinational 
firms is analysed. (7) The systems view of 
international production is applied to a par¬ 
ticular institutional arrangement, the joint 
venture. (8) The systems view is applied to 
a particular industrial sector—international 
information services. 

There arc three main strands of conven¬ 
tional theory of international business. 
These art: 

Location theory, which emphasises inter¬ 
national factor price differentials, tariffs, 
and effective protection as determinants of 
plant location, and Geographical theory, 
which emphasises transportation costs and 
economies of scale. 

Internalisation theory, which analyses the 
ownership and control of a set of activities 
distributed across international boundaries. 
According to this perspective, multinational 
organisations are created by the internalisa¬ 
tion of intermediate product markets accor¬ 
ding to factors operating at the firm, 
industry and country levels. 

Market structure theory, which is based 
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on barriers to entry, with particular em- \ 
phasis on the importance of proprieury 
technology. 

Casson identifies five major limitations 
of these theories: 

(1) Location theory relates primarily to the 
manufacturing industry, leading to the now* 
discredited view that services are inherently 
non-tradable internationally. In fact, services 
are regularly traded internationally (e g, the 
travel industry, the information services 
industry, the after-sales service of durable 
goods). Therefore, in addition to factor 
prices, tariffs and scale economies, a full- 
bodied theory explaining the location of 
business operations must also take into ac¬ 
count the costs of moving people and infor¬ 
mation, and must add the flow of manual 
and informal services to the traditional (lows 
of materials and fixed assets of conventional 
models. 

(2) Internalisation theory has so far been 
focused almost exclusively on the internalisa¬ 
tion of ‘technical know-how markets’, with 
particular emphasis on the role of Foreign 
Direct Investment (FD1) in technology 
transfer. More emphasis needs to be placed 
on the internalisation of markets in semi- 
processed materials and information 
services. 

(1) Internalisation theory is normally ap¬ 
plied at the firm level; given a set of available 
facilities internationally, which ones should 
the firm internalise? This ignores the 
strategic interplay among firms (e g, the 
pre-emptive struggle between rival multi¬ 
nationals for the acquisition of key 
facilities), and the possibility of joint owner¬ 
ship which naturally arises. This suggests 
that a more appropriate perspective from 
which to study internalisation begins with 
the industrial system as a whole 

(4) Internalisation theory has tended to 
polarise the strategic options available to 
firms for access <o intermediate markets; 
either outright ownership or arms-length 
competition. In fact, there are many in¬ 
termediate arrangements (e g, joint ventures. 


Tabif I: EntreI'Hfnkubiai Rating ok National Cuicures 


Characteristics 

Weight 

US 

Japan 

UK 

France 

Canada Sweden 

Italy 

Technical 

Scientific attitude 

1 

2 

2 

1 

2 

1 

2 

1 

Preoccupation with 
measurement 

-1 

1 

0 

0 

1 

0 

0 

0 

Systems view 

1 

1 

2 

0 

1 

1 

1 

t 

Sophisticated decision- 
making 

1 

2 

1 

1 

1 

i 

1 

1 

Weighted subtotal 


4 

5 

2 

3 

1 

4 

3 

Moral 

Voluntarism 

2 

2 

0 

1 

0 

1 

i 

0 

Commitment 

1 

6 

7 

1 

4 

2 

3 

2 

Achievement 

1 

4 

6 

3 

3 

2 

5 

3 

Weighted subtotal 


14 

13 

6 

7 

6 

10 

s 

Total 


18 

18 

8 

10 

9 

14 

8 
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implicit agreement), and these often depend 
in an important way on the social as 
well as the legal aspects of contractual 
arrangements. 

(5) Market structure theory has tended to 
view R and D in a static, firm-specific way, 
and as an autonomous process. In fact, 
R and O is continuous, iterative and 
cumulative at the level of the industry. By 
ignoring the feedback of production 
experience into the R and D activity, and the 
linkages which exist between R and D in 
related components or stages of production 
in an industrial system, conventional 
analysis has significantly understated the ad¬ 
vantages of inter-firm collaboration in 
R and D. The evolution of international 
business operations is intimately connected 
with this more dynamic, recursive model of 
R and D, and only a system view of the en¬ 
tire production process is capable of captur¬ 
ing the richness of this interplay. 

Several recent trends in international 
business are then discussed. The common 
thread which runs through these develop¬ 
ments is that conventional economic theory 
alone is not rich enough to do justice to the 
complexities which arise in international 
business operations. The most interesting of 
these developments are: 

(1) The emergence of a new international 
division of labour, based on off-shore pro¬ 
cessing in newly industrialised countries 
(NICs), according to which a single produc¬ 
tion process is split up into constituent ac¬ 
tivities dispersed over developed countries 
(DCs) and NICs. This represent an inter¬ 
nationally vertical division of labour within 
an industry, in stark contrast to the conven¬ 
tional trade theory model which emphasises 
an internationally horizontal divisions of 
labour between industries. Traditional trade 
theory has relied on the notion of com¬ 
parative advantage of nations to explain the 
horizontal division of labour between in¬ 
dustries. Casson argues that transaction cost 
considerations are more appropriate for 
explaining the vertical division of labour 
internationally, and further argues that 
social factors play a critically important role 
in establishing these transaction costs. In 
particular, transaction costs to sustain a divi¬ 
sion of labour depend on social factors, 
most notably the presence or absence of 
trust, and such social mechanisms are most 
effective when the transactors are members 
of a small, stable and spatially compact 
social group. Consequently, transaction 
costs increase as group size, instability and 
geographic dispersion increase. 

(2) Inter-firm co-operation: The business 
leaders within an industry often comprise 
a small, stable, and spatially compact group. 
Particularly in growing industries, each of 
the firms can expect their firms to survive 
in the industiy for some considerable time 
V to come, and so there is lasting value to 
. creating a reputation for trustworthiness. 

Even though CEOs may control globally dis- 
p period operations, the headquarters may be 



located close to one another, and the per¬ 
sonal residences of CEOs may be even closer. 
Memberships in social, religious and profes¬ 
sional associations are likely to be common, 
providing mechanisms for establishing infor¬ 
mal social contacts. As a result, competition 
can become a co-operative exercise in set¬ 
ting group norms. 

(3) International trade and investment in 
services. For every production system, there 
is a companion control system which 
processes information fed back from the 
production process. A number of recent 
developments have reduced the cost of stor 
ing, retrieving, transmitting, receiving and 
interpreting information. Add to this the 
absence of tariffs on most kinds on infor¬ 
mation imports, and it becomes clear that 
there is ample opportunity for rationalising 
the location of information processing ac¬ 
tivities, in much the same way that the loca¬ 
tion of material processing has been ra¬ 
tionalised in response to falling transporta¬ 
tion costs and the reduction of tariffs. The 
most attractive sites for information process¬ 
ing are those which offer a supply of well- 
educated and well-motivated labour, good 
telecommunication links, and a policy en¬ 
vironment which respects the need for con¬ 
fidentiality of private information flows. 
Since much information is qualitative and 
judgmental, requiring personal travel to 
bring managers and partners face-to-face, 
proximity to air transportation nodes, good 
hotels, minimal visa requirements and a con¬ 
genial environment must also be present. 
The rationalisation of information process¬ 
ing could lead to the emergence of new 
information service economies (NISEs), 
analogous to NICs. There is already evidence 
that some large corporations ate rationalis¬ 
ing their R and D around a number of cen¬ 
tres based in Europe, the US and Japan. It 
is conceivable that in the future various func¬ 
tional aspects of management could be 
specialised in centres remote from the 
manufacturing operations of the firm. 

Organic systems at the level of the ceil, 
complex organisms, and populations of 
organisms exist in a continuous exchange 
with their environment. This exchange is 
crucial for sustaining the life and form of 
the system, since environmental interaction 
is the basis of self-maintenance. It is thus 
often said that living systems are ‘open 
systems’, characterised by a continuous cy¬ 
cle of input, internal transformation 
(throughput), output, and feedback (where¬ 
by one element of experience influences the 
next). Casson extends this systems view of 
nature to a system view of production. 
Production involves a process whereby in¬ 
puts are obtained from upstream sub¬ 
systems and from the environment, arc 
transformed within the plant (which itself 
is a sub system), and are output to down¬ 
stream sub-systems. Each such sub-system 
in this chain is critically dependent of the 
upstream systems which provide its inputs, 
the downstream systems which dispose of 


its outputs, and the transport mechanisms 
which effect the linkages. A system view of 
production involves awareness of the prin¬ 
ciple of division of labour—in particular, the 
importance of decomposing complex tasks 
into simple ones and allocating resources 
between these tasks according to com¬ 
parative advantage. The systems view also 
emphasises that the strong complemen¬ 
tarities between different elements of the 
system make it vulnerable to the failure of 
any single element and so create a strong 
demand for quality control. By restating 
internalisation theory within a systems con¬ 
text, Casson highlights the fact that decisions 
concerning the acquisition and divestment 
of facilities typically involve' the 
simultaneous internaiisationor extemalisa- 
tion of several linkages. These linkages in 
turn represent only segments of the various 
intermediate product markets involved. 
From a systems point of view, therefore, in¬ 
vestment and divestiture raise complex 
strategic issues—particularly when one 
integrated firm is acquiring from or divesting 
to another integrated firm. The complexity 
of these issues means that the decisions are 
highly entrepreneurial ones. Conventional 
expositions often give the impression that 
internalisation is a fairly straightforward 
issue. While this may be true of a single 
market consisting of a single linkage between 
a given pair of plants, it is misleading to 
think of this as the typical case 

Conventional internalisation theory is also 
misleading in that, like much of conven¬ 
tional theory, it is predicated on the view that 
independent agents trading at arms-Iength 
cannot really trust each other. While unifica¬ 
tion of ownership to achieve internalisation 
is crucial where distrust is acute, the pattern 
of ownership is of much less consequence 
where the two parties already trust each 
other. The internalisation decision, in other 
words, is contingent on the level of trust 
involved. Given the strategic complications 
of internalising within a complex production 
system, it is evident that the ability to trust 
other people is especially important in 
simplifying strategic decisions relating to a 
production system which involves large 
numbers of linkages between different 
facilities. The more complex the division of 
labour that needs ro be managed, in other 
words, the more important it is to have a 
high degree of trust to sustain it. 

EN 1 REPRLNEURSHIP IN INTERNATIONAL 

Business 

Casson argues that performance of the 
multinational enterprise (MNE) is strongly 
influenced by source-country culture, and 
that by placing the economic theory of the 
MNE within the broader context of the 
economic theory of the entrepreneur, it is 
possible to show how this source-country 
culture is incorporated into the decision¬ 
making activities of the firm through its 
entrepreneurs. 
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Casson begins by distinguishing four main 
types of entrepreneurial theory: 

Schumpeter—entrepreneur as technical 
innovator 

Austrian—entrepreneur as middleman or 
arbitrageur 

Knight—entrepreneur as risk-bearer 
Casson—entrepreneur as specialist in 
judgmental decisions. 

He dismisses the first three as providing 
only partial, specialised accounts of the sub¬ 
ject, all of which his own theory subsumes. 
The theory of the entrepreneur as specialist 
in judgmental decision-making requires a 
careful definition of judgment. Casson 
defines the concept by exclusion: it is the ser¬ 
vice required to solve a problem successfully 
when rational means are insufficient (no ob¬ 
vious correct rule, lack of information to 
apply a correct rule). The quality of an 
individual's judgment depends upon: 

self-confidence (to make his own 
judgments prevail) 

breadth of experience (to be able to select 
the important variables) 
flexibility of thought (to avoid entrench¬ 
ment of ideas) 

high norms of fierformance (to sustain 
energy) 

a long-term view (to avoid frustration over 
short-term failures) 

a progressive outlook (to insure that .iew 
challenges are always available) 
self-reliance (to discourage involvement in 
political solutions) 

an attitude of deliberation (to recognise 
relevant information) 

Casson postulates that these qualities are 
highly variable across individuals, and sug¬ 
gests that there is therefore enormous poten¬ 
tial gain from specialisation in en¬ 
trepreneurial skills based on a division of 
labour within society between problem in¬ 
vestigation and other activities. One may 
therefore talk meaningfully about a market 
in solutions whereby certain individuals of¬ 
fer to solve other people’s problems for 
them. This can occur by offering to provide 
a solution for a fee. or by the problem-solver 
integrating forward into the implementation 
of his solution. There is a close analogy bet¬ 
ween the market for problems (created by 
specialisation in the creation of solutions), 
and (he market for physical goods and 
manual services (created by specialisation in 
implementation of solutions). In fact, both 
types of markets are really an entire set of 
markets, as illustrated in Figure I. 

All markets (including the market for 
solutions) have obstacles which must be 
overcome by market-making activities 
(contact-making, specification of the tran¬ 
saction, negotiation, administration, 
monitoring, enforcement). This type of 
intermediation requires judgment more than 
perhaps any otter activity, and for this 
reason is often regarded as the classic 
entrepreneurial activity. Specialisation in this 
particular type of solution activity creates 
another market—the market for solutions 
to market-making activities—which supplies 


the market-making activities associated with 
each basic market, as illustrated in Figure 2. 

The division of labour in problem-solving 
is often effected within the firm. The firm 
may be regarded as a social unit compris¬ 
ing individuals who regularly co-operate in 
problem-solving—the more senior managers 
specialise in decisions requiring judgment, 
while the more junior managers and workers 
undertake more routine activities. Indeed, 
the firm is the institutional response to the 
need to organise the division of labour at 
minimal market-making (read transaction’) 
cost. Casson contends that, contrary to 
much of the previous literature, it is en¬ 
trepreneurship which explains why firms 
exist, rather than the converse. MNEs can 
then be viewed as instantiations of entre¬ 
preneurial decisions to co-ordinate an inter¬ 
national division of labour at minimal cost. 

Returning finally to the issue of the in¬ 
fluence of source-country culture, Casson 
suggests that the most important factors in 
successful entrepreneurship are the presence 
of high norms and a progressive scientific 
outlook, and that these qualities are cul¬ 
turally transmitted and engendered within 
the entrepreneurial population within any 
country. Countries with cultures which 
espouse the 'traditional values’ of honesty, 
reciprocity, and consideration for others are 
likely to afford lower transaction costs in 
organising a division of labour between their 
entrepreneurs than cultures which emphasise 
the unrestrained pursuit of self-interest. 
Another important cultural factor is the 
ability of entrepreneurs to inspire confidence 


in their employees, and thereby to extract! : 
from them the extra effort that cannot be 
obtained by supervision or pecuniary incen- 
lives alont A culture which endorses em t 
trepreneurs as valid leadership figures and 
role models, and provides them with suffi- 5 
cient guidance to fulfil this leadership role, 
is also crucial for success. Casson argues , 
that, in the long run, the most important 
asset of MNEs is access to a home culture 
which provides these features, since this will 
encourage the improvement of product 
design, technology, and customer services in 
general, and will provide the firm with the 
flexibility to meet the challenges posed by 
international competition. 

Casson expands on the notion of cultural 
characteristics as determinants of MNE per¬ 
formance, and in particular on their power 
to influence transaction costs. He further 
points out that country culture can provide 
a highly sustainable source of competitive 
advantage (or disadvantage) because it is 
complex, difficult to understand and change, 
and consequently difficult to imitate. He 
then develops a rating of various country 
cultures vis-a-vis their ability to engender a 
successful entrepreneurial population. These 
are reproduced in Tkbles I through 3. He 
further suggests a mechanism whereby 
cultural factors across two countries can be 
compared in order to assess the degree of 
cultural dissonance which would be expected 
to arise in relations between firms hosted in 
these countries. Thble 4 is example of such 
a comparison—it suggests, for example, that 
since Canadian culture is a compromise bet- 


Tabi e 2: Rating of National Cuitures by Their Legitimation of Various Moral 

Commitments 


Type of Commtimenl 

Weight 

US 

Japan 

UK 

France 

Canada Sweden 

Italy 

Principles 

Objects of respect 

Thith 

1 

1 

t 

1 

1 

1 

1 

1 

Other people's interests 

1 

0 

1 

1 

1 

1 

1 

0 

Property 

1 

2 

1 

1 

1 

1 

1 

0 

Prompts 

Formal law 

1 

2 

1 

1 

1 

1 

1 

0 

Informal custom 

l 

0 

2 

2 

1 

1 

1 

2 

Personal evaluation 

1 

0 

0 

1 

0 

0 

(1 

1 

Group mission 
Progressive, 
outward-looking 

1 

1 

2 

0 

2 

0 

t 

0 

Static, inward-looking 


0 

0 

2 

1 

1 

1 

0 

Permanence of relations 

0 

0 

1 

1 

1 

1 

2 

2 

Roles emphasis 

-1 

0 

0 

2 

1 

1 

1 

I 

Inappropriate 

attachment 


0 

1 

2 

1 

1 

1 

1 

Total 


6 

7 

1 

a 

2 

3 

2 


Table 3: Rating of National Cultures by Various Asrerra of Ethic of Achievement 


Aspect of Achievement 

Weight 

US 

Japan 

UK 

France Canada Sweden 

Italy 

High norms 

1 

1 

2 

1 

1 

1 

1 

1 

Confidence 

] 

I 

2 

1 

2 

0 

1 

2 

Perseverance 

1 

1 

1 

0 

0 

1 

1 

0 

Asceticism 

1 

1 

1 

1 

0 

0 

2 

0 

Tbul 


4 

6 

3 

3 

2 

5 

3 
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FIGURE 1: THE ROLE OF PROBLEM-SOLVINO WITHIN A MARKET ECONOMY 


Ml - Market in solutions 

M2 - Market in entrepreneurial services 

M3 - Market in information 

M4 - Market in physical products and manual services 
M5 - Market in general factor services 
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FIGURE 2: THE ROLE OF SOLUTIONS TO MARKET -MAKING PROBLEMS WITHIN 

a Market Economy 


Ml - M5 as before 

MS - Market in solutions to nysrk et-ma king problems 

N1 - Market-making activity in solutions to non market-making problems 

N2 - Marketmaking activity in entrepreneunal services 

N3 - Market-making activity in intormalicn 

N4 - Market making activity in products & services 

N6 - Market making activity m general 'actor services 

N6 - Market making activity in solutions io market making problems 
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ween the cultures of the US, UK, and France, 
there are relatively few serious problems for 
a Canadian Arm so far aj international 
business relations are concerned. This is in 
contrast with the situation between the US 
and Japan, where both countries have a 
sense of mission and these missions conflict 
because they involve the spread of very dif¬ 
ferent ideologies and the development of 
rival empires of trade and investment. 

Economics of Trust 

Trust is defined as a belief that someone 
will refrain from opportunistic behaviour. In 
a high-trust society, ownership structure is 
to some extent a matter of indifference, 
although because of their high set-up costs 
it is usually advantageous to dispense with 
hierarchical organisations and rely on exter¬ 
nal markets instead External markets in a 
high-trust society involve repeat trading and 
rely on implicit contracts. In a low-trust 
society, by contrast, hierarchy is important 
in controlling cheating in intermediate pro¬ 
duct markets. An internal market is cheaper 
than an external market, because it is easier 
to monitor within a pyramid of authority 
than an outside one Low trust also means 
that hierarchical control will be strict, while 
outside the hierarchy, formal, legally-binding 
contracts and aggressive competitive 
strategies—involving price comparisons and 
threats of switching—will be used. The ethic 
of freedom, which encourages flexibility 
through competition in ecternal markets, 
extracts a price in a low-trust society, in 
terms of recourse to rigid rules and strict 
supervision within the hierarchy, which in¬ 
hibit internal flexibility. 

Casson identifies four socio-cult ural 
determinants of trust: the degree of social 
mobility (which influences the expectation 
of future accountability), attitudes to time 
preference (value of cultivating a long-term 
reputation for integrity), beliefs about the 
right to anonymity (again, value of reputa¬ 
tion), and the degree of unanimity in moral 
commitments (all individuals are encouraged 
to be honest). He suggests that low trust 
societies will evolve more intense forms of 
competition, involve formal rather than im¬ 


plicit contracts, and more extensive and more 
rigorous hierarchical controls. 

MNCs 

Casson identifies four aspects of MNC 
operation in LDCs which conventional 
economic analysis cannot adequately 
explain, but which can be understood in 
terms of the tension which exists between the 
advanced entrepreneurial culture of the 
MNC and the less advanced entrepreneurial 
culture of the LDC. 

(1) The failure of technology transfer to 
generate sustained innovative capability in 
LDC industries: Cultural factors (such as the 
absence of a scientific outlook) inhibit the 
acquisition of scientific ideas and western 
working practices. 

(2) The confinement of modern industry 
to ‘enclaves’, and in particular the failure of 
foreign investors to develop backward 
linkages with indigenous suppliers: The fre¬ 
quent claim by MNC managers that the 
quality of local supplies is consistently defi¬ 
cient suggests there may be a systematic 
failure in LDCs to appreciate the importance 
of component quality and of precision work 
in manufacturing industries. 

(3) Poor internal relations, both between 
headquarters and subsidiary, and between 
management and labour within the foreign 
subsidiary: It is possible that failure to 
resolve conflicts over the distribution of pro 
fits, level of investment, and so on, is due 
to frequent misunderstanding caused by 
cross-cultural barriers to communication. 

(4) The tendency for industrialisation 
through foreign technology to precipitate the 
disintegration of traditional social groups 
within the host economy: All innovation in¬ 
volves 'creative destruction', but the social 
groups of developing countries seem to be 
much more vulnerable in this respect than 
do equivalent social groups in the developed 
world. The development of urban areas in 
which MNEs are concentrated draws labour 
away from rural areas. Moreover, those who 
move are most likely to be the younger, more 
entrepreneurial workers, which hardens the 
conservative altitudes of those who remain 
behind. Rural performance declines, ana 


Table 4: Analysis of Cultural interface Problems 


Issue 


Canada with 


US wilh 


us 

JttfNM 

UK 

France 

Japan 

Priori pies 

Objects oj reaped 

Thith 

P 

0 

6 

0 

0 

0 

Other people’s interests 

1 

0 

0 

0 

1 

Property 

I 

0 

0 

0 

1 

Prompts 

Formal law 

1 

0 

0 

0 

1 

Informal custom 

1 

1 

1 

0 

2 

Personal evaluation 

0 

0 

I 

0 

0 

Conflicting missions 

1 

0 

0 

0 

2 

Permanence of relations 

1 

0 

0 

0 

1 

Roles emphasis 

1 

1 

1 

0 

0 

Differing degrees of attachment 

1 

0 

1 

0 

1 
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the dualistic structure of the economy or 
reinforced. /'! 

Casson then explores the process of 
development in LDCs. Three conditions for 
successful development are identified: The ; 
first is geographical: entrepot potential. The , 
olhei two are cultural: a scientific outlook 
and a commitment to voluntary methods of’ 
social and economic co-ordination. Cassoh 
then proposes an evolutionary model of 
world development which focuses on the . 
dynamics of the linkages between DCs and 
LDCs, as mediated by MNEs; however, this 
model is of little theoretical or practical 
interest, and it will not be reproduced here 
Interested readers are referred to section 6.7, 

Joint Ventures 

Joint ventures (JVs) between established 
MNEs and host-country firms have always 
played an important role in the expansion 
of MNEs into new markets. Recently, JVs 
have also become a popular form of alliance 
between established MNEs. Casson sets out 
to examine first, how far a successful JV 
strategy can be explained entirely in conven¬ 
tional terms—that is, in terms of the inter¬ 
nalisation derisions of Drofit-maximising 
firms who have no spirit of co-operation at 
all. He concludes that this is indeed possi¬ 
ble, although the costs arising from ambi¬ 
guity of control mean that a JV would be 
preferred only under extreme conditions. 
This discussion is based on standard tran¬ 
saction cost concepts, and will not be . 
expanded upon here. He then introduces the \ 
notion of co-operation into the motive for 
JV formation, and finds that the analysis 
is changed in two important ways: fust, tran¬ 
saction costs are greatly reduced by the 
presence of trust, and second, even when 
transaction costs are higher in the short¬ 
term. JVs may be chosen as a longer-term 
investment in reducing the transaction costs 
of future interactions. The future savings in 
transaction costs arise from the improved 
climate of trust <n which father ventures can 
be negotiated C asson concludes that inter¬ 
national JVs air first anti foremost a. 
mechanism for mingauns the woist conse¬ 
quences of mistrust (i c, seducing transac¬ 
tion costs ol surveillance, etc), but that JVs 
can be designed in ■: way in wiikh both par¬ 
ties can demonstrate mutual forbearance, 
and thereby build up trust (typically, the. 
design involves widespread decentralisation , 
of decision-making, decisions of varying 
degrees of responsibility, and the sharing of 
information). JVs also serve as a means 
whereby partners can learn the values which 
inspire the other partner to unrestrained 
commitment to a venture. 

Casson reviews several fundamental con¬ 
cepts in telecommunications, and considers 
issues of ownership and location of inter¬ 
national Information Technology (IT) ap¬ 
plications. This section is a limited expan¬ 
sion of material covered earlier (see Item 3 
of Recent Trends in international Business). 
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He then analyses - range of specific issues 
relating to the impau of trade in informa¬ 
tion services on international business: 

(1) The economics of secrecy. The 
originator of information is often ft a 
strategic disadvantage since information is 
often difficult to synthesise but simple to 
copy. Patents and copyrights offer tittle 
protection due to the costs which arise from 
their policing. Secrecy is another alternative, 
but this normally forces the owner of the 
information to integrate forward into all user 
activities (the classical internalisation argu¬ 
ment for the emergence of technologically- 
oriented MNEs). This strategy is not effec¬ 
tive when the information is sufficiently 
general for it to have many non-competing 
uses, not all of which are foreseen by the 
discoverer (i e, it is difficult for the discoverer 
to know into which indust lies to integrate). 
In such cases, users of the information may 
be expected to integrate back wards to obtain 
access to the information, suggesting that 
a reactive marketing strategy may be optimal 
for the discoverer. The demand for secrecy 
of information will in extreme cases cause 
owners to diversify into the communications 
industry by setting up private networks in 
order to avoid the possibility of secrecy 
breaches by public carriers. 

(2) Information flows and organisational 
structure-. Because much of the information 
flow within firms is of a routine, well- 
structured nature, the costs of internal 
information flow are typically less than the 
corresponding flow of information between 
firms. Therefore, IT advances can be ex¬ 
pected to reduce internal transaction costs 
mote rapidly than external transaction costs. 
IT will consequently serve to increase the 
scope of firms. Special skills in the applica¬ 
tion of IT are not readily patentable, so their 
value must be protected by secrecy and for¬ 
ward integration into firms in which the 
skills are applicable. Where this is not possi¬ 
ble (legal restrictions, government users), 
exploitation will be through management 
contracts. As IT becomes dominant in the 
administrative routines of MNEs (the next 
frontier in the rational and scientific 
approach to management), cultural dis¬ 
sonance between MNEs and host countries 
will become even more acute, and may result 
in an even greater degree of dominance in 
administrative applications of IT in LDC 
economies by MNEs than were the manufac¬ 
turing applications of technology in the past. 

Casson concludes by identifying four 
possible niches which new types of IT- 
oriented MNEs may exploit: 

(1) The multinational telecommunications 
network (to satisfy the specific needs of 
certain sectors (e g, financial services). 

(2) The multinational library operator 
selling access to distributed databases of 
country-tailored information 

(3) The multinational consultancy offer¬ 
ing customised solutions to problems by ac¬ 
cessing a variety of libraries and synthesis- 
tng information from them. 


(4) The ‘multi-firm" firm which exploits 
specialised skills in the application of IT to 
manage going concerns (rent-seeking en¬ 
trepreneurial solution-owners preserving 
secrecy through foreword integration) The 
distinction between the multi-plant firm and 
the multi-firm firm is that the former ap¬ 
plies technological know-how at the plant 
level, whereas the latter applies organisa¬ 
tional know-how (through IT) at the firm 
level. 

Clearly, Casson has identified and 
described a series of important determinants 
of MNE and host country behaviour. His 
book will therefore be of practical interest 
to MNE and host government policy¬ 
makers; the former will benefit from a 
careful reading of Casson’s analysis of cross- 
cultural differences—while one may not 
necessarily agree with Casson’s ‘casually em¬ 
pirical’ data, his framework for assessing 
cultural fit between MNE and host culture 
is imaginative and comprehensive. Host 
government policy-makers interested in 
leveraging their resource endowments will 
likewise benefit from this analysis, and from 
Casson’s treatment of the cultural deter¬ 
minants of entrepreneurship. 

From a theoretical perspective, Casson’s 
book must be assessed in the spirit which 
it is intended; it is a fine example of 
exploratory research whose goal is only to 
identify and describe an important pheno¬ 
menon. Consequently, although it lacks 
rigor theoretically, it offers an excellent 
framework for future concept development 
and hypothesis generation. Casson’s own 
attempt to synthesise conventional economic 
analysis, open systems thinking and cultural 
dynamics is an admirable first-step in this 
regard; the impact of socio-cullural factors 
on the behaviour of MNEs is apparent to 
the most casual of observers, and contingen¬ 
cy theories of organisational behaviour 
based on the open system metaphor provide 
a potentially strong theoretical framework 
within which cultural factors in the environ¬ 
ment can be incorporated into the analysis. 
Ultimately, however, Casson's attempt falls 
short of a fully-developed theory of MNE 
behaviour, due in pan to the structure of his 
work, and partly to a lack of attention to 
his theoretical groundings: 

Structurally, Casson’s book is somewhat 
fragmented, repetitive, and subject to excur¬ 
sions into issues of only tangential interest. 
Most of the chapters were published in¬ 
dividually in the course of four years, and 
while adaptations have been made in each 
of these to give some sAnblance of con¬ 
sistency and continuity, one often has the 
feeling that certain topics have been ‘force- 
fit’ into the central themes of culture and 
open systems. The end result is that there 
is no systematic development of rigorous 
theory here; in the spirit of exploratory 
theory, however, there is a collection of 
occasionally disjointed sections with strong 
intuitive (if not theoretically rigorous) 
explanatory power. 


As a theoretical construct, the notion of 
culture is exceedingly slippery because it 
operates at the margin between individual 
and group behaviour. This is perilous ter¬ 
ritory in organisational psychology, and 
must be approached with great care to avoid 
mix-ups in levels of analysis; are we talking 
about the rational decisions of individuals 
(in which case, the matter of cultural 
influence on individual motivation must be 
addressed), or are we talking about rational 
action by groups (in which case, factors at 
the level of the individual must be avoided 
in favour of group-level phenomenon such 
as cultural determinants of group structure 
and group behaviour)? Casson’s use of the 
concept of culture is rather cavalier—he 
avoids, for example, a dear definition of (he 
term—and he oscillates freely between in¬ 
dividual and group level phenomena. He 
also neglects a rich body of literature in 
organisational behaviour which could pro¬ 
fitably have been brought to bear on the 
issue. The same is true for the open system 
concept; several well-established theoretical 
models could have been employed to bring 
some structure and coherence to his 
theoretical arguments. Again in the spirit of 
exploratory theory, he settles for a somewhat 
atheorctical treatment of both the culture 
and open system concepts. 

These stylistic and theoretical critiques are 
trivial complaints, however, when measured 
against the contribution which is made. 
Simply put, the book has the power to 
change our mind sets about the determinants 
of MNE and host country behaviour and 
economic performance. In the context pf the 
present-day complexity of international 
business, these structural and theoretical dif¬ 
ficulties are a small price to pay for the rich 
learning opportunity which this book 
provides. 
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Religion as a Subject for Sociology 

Andre Beteille 

The sociological study of religion brings sharply into focus certain interesting questions of approach ami method 
and a discussion of these is of wider interest in the study of society as a whole, including the study of such sub¬ 
jects as class, gender, nation, and, more generally, politics. There is, in particular, the issue of the comparative 
advantages of approaches that favour detachment, objectivity and value neutrality as against those that favour 
commitment, engagement and partisanship. 


[ 

I WOULD like to use the present occasion 
to discuss the sociological approach to the 
study of religion. My purpose will be not 
so much to present the principal findings 
established by the sociology of religion as 
to examine the subject from the point ot 
view of method I believe that the socio¬ 
logical study of religion brings sharply into 
focus certain interesting questions of ap¬ 
proach and method, and that a discussion 
of these may be of wider interest in the study 
of society as a whole, including the study 
of such subjects as class, gender, nation, and, 
more generally, politics, f have in mind j ar 
ticularly the comparative advantages of ap¬ 
proaches that favoui detachment, objectivity 
and value-neutrality as against (hose th.u 
favour commitment, engagement and parti¬ 
sanship. 

We cannot take it for granted that simply 
because religion exists, it will be considered 
a suitable subject for sociology by all con¬ 
cerned. Some proponents of the materialist 
interpretation of history might treat it lightly 
on the ground that it can tell us little about 
the basic and hard realities of economic and 
political life; or. they might take it into ac¬ 
count only insofar as it is implicated in 
politics, say, in the form of communalism. 
But 'Others might deny a claim on it not 
because they consider religion unimportant 
but because they consider it too important 
a subject for sociology; that is sometimes 
the case in societies governed by a strong 
religious authority. 

I have spoken of the sociological approach 
to the study of religion in the singular, but 
one can easily point out that there ate several 
such approaches and not just one approach. 
I would not like to narrow the scope of the 
discussion unduly, and would like, moreover, 
to take into account the works not only of 
sociologists such as Durkhetm and Weber 
but also of social anthropologists such as 
Radcliffe-Brown and Evans-Pritchard. 

There are many differences among the 
scholars who work within the Held of the 
sociology of religion. One has only to men¬ 
tion together the names of Durkheim and 
Weber, the two most prominent figures in 
the field, to be reminded of these differences. 
The field has, moreover, expanded enor¬ 
mously since their time, and, with this ex¬ 


pansion, further differenttalioti has come in¬ 
to being Some scholars have devoted them¬ 
selves to the -.indy of ‘world religions' such 
as Christianity. Hinduism and Islam; 1 
others have studied religion among the 
simplest communities of hunter-gatherers, 
pastoralists and shifting cultivators . 2 There 
have been evolutionists, functionalists, struc¬ 
turalists and many others among the socio¬ 
logists who have undertaken the study ot 
religion. Nevet theless, certain common 
elements of approach and method are taken 
lor granted when religion is made a subject 
lor sociology The*- common elements stand 
out whet) we compare the sociological study 
of religion with the study of it in other bran¬ 
ches of learning 

II 

Religion has been a subject of study and 
reflection for a v iy long time. The sociology 
of religion is, by contrast, a very young sub¬ 
ject; or, if one prefers, a young branch of 
an old subiect. It is necessary to stress the 
diversity of approaches to the study of 
religion in older to highlight the distinctive 
features of the sociological approach to it. 

The oldest branch of study devoted to 
retigion, and at least in the Christian tradi¬ 
tion by far the most important one for many 
centuries, is theology. Divinity schools oc¬ 
cupied a prominent place in medieval Euro¬ 
pean univetcities such as Paris, Oxford and 
Cambridge, and continued to do so until re 
cent times. Theoiogreal studies have oc¬ 
cupied an important place also in the ludaic 
and Islamic intellectual traditions. The 
theological approach has undergone impor¬ 
tant changes in the present century, parti¬ 
cularly in the west, but it still retains a cer¬ 
tain identity, and, in its pure form, it prevents 
the sharpest possible contrast to the socio 
logical approach to the study of religion 

Then, there is the philosophy of religion 
which now occupies some of the ground held 
previously by theology. The philosophy of 
religion looks to theology on one side and 
the psychology of religion on the other. We 
have also the very broad and assorted body 
of work that carries the label of the history 
of retigions. 3 We come finally to the an¬ 
thropological and sociological approaches 
to the study of the subject; although they 
are treated separately by some, I will in what 


follows treat the two together. 

In drawing attention to the varieties of ap¬ 
proaches to the study of religion, i' is not 
my intention to argue that there are or 
should be rigid boundaries between dis¬ 
ciplines. Such boundaries do not exist, and 
ate neither necessary nor desirable. David 
Hume, who wrote tncistvelv on religion, 4 
was not only a celebrated philosopher but 
also an historian. His contemporary and 
fnend, Edward Gibbon wrote about religion 
mainly as an historian, 5 but what he wrote 
is permeated bv philosophical and, indeed, 
sociological insight. The Varieties of 
Religious tlxperience by William James is 
a landmark both in the philosophy and in 
the psychology of religion. 6 Such examples 
could be multiplied almost indefinitely. 

It is easy enough to a: range the various 
approaches on a continuum tn such a way 
that one can pass from one approach to the 
next without any clear or noticeable break. 
But it is necessary also to make distinctions. 
! would like to begin with the distinction bet¬ 
ween normative and empirical—or, if one 
prefers, judgmental and non-judgmenta!— 
approaches to religious phenomena. The 
theologian is concerned primarily with ques¬ 
tions of truth and rectitude in religious 
beliefs and practices Questions of truth and 
rectitude do not concern the sociologist ir. 
the same way: hiv primary concern is to 
observe, describe, interpret and explain the 
manner in which religious beliefs and prac¬ 
tices operate. An impoiTant question from 
the viewpoint of method, to which i will 
return later, is how deeply it is necessary to 
be concerned with questions of truth and 
rectitude if one is interested in the descrip¬ 
tion and analysts of religious beliefs and 
practices The same question arises with 
regard to other systems of belief and prac¬ 
tice, and the answers that we give to it must 
be consistent irom one domain to another. 

The distinction between the normative 
and the empirical orientations comes out 
most dearly in the contrast between the 
theological and the sociological approaches 
to the study of religion. It is no accident that, 
historically, the sociological approach came 
into its own with the decline of the theolo¬ 
gical approach. So long as the study of 
religion was governed by religious faith, 
there could be little room in it for sociology. 
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The sociology f religion may in this sense 
be regarded as tue offspring of religious 
scepticism and agnosticism, if not of 
atheism. 

In a symposium on sacrifice, conducted 
jointly by anthropologists and theologians, 
the Jesuit pnest M P C Bourdillon put it 
thus, “When an anthropologist studies the 
moral values of a culture or a society, his 
aim is to try to understand them indepen¬ 
dently of the values of his own or any other 
culture... It is, on the other hand, extremely 
rare to find a Christian theologian who docs 
not hold that his discipline is concerned with 
ideals for living." 1 The atmosphere of 
religious discussion, paiticularly in the 
Christian world, has altered enormously bet¬ 
ween the end of the last century and the end 
of the present, so that theologians and social 
theorists are more prepared to learn from, 
or at least to listen to, each other. But this 
should not lead us to obliterate the distinc¬ 
tion between an orientation to the subject 
that is grounded in religious scepticism and 
one that is grounded in religious faith. This 
distinction was presented sharply fiom the 
viewpoint ol religious scepticism by Meyer 
Fortes, one of the two editors of the sym¬ 
posium volume." 

There are two important features of the 
sociological approach on which I would like 
to make a few observations; both features 
are common to sociology and social anthro¬ 
pology. The first is the extensive use of the 
comparative method; and the second is the 
investigation of religious beliefs, practices 
and institutions m relation to other aspects 
of society and culture. 

The comparative method is central to the 
discipline of sociology and, as such, to the 
sociology of religion. As Emile Durkheim, 
one of the key figures m the subject, wrote, 
“Comparative sociology is not a special 
branch of sociology; it is sociology itself!' 9 
Radcliffe-Brown, who was a follower of 
Durkheim, spoke of social anthropology as 
comparative sociology. This of course does 
not mean that sociologists devote themselves 
only to comparisons between different 
teligious systems. In fact, most sociologists 
and social anthropologists spend most of 
their tune m making detailed studies of par¬ 
ticular religions, and both Durkheim and 
Radcliffe-Biown arc best known for their 
case studies, of the Australian Aborigines by 
ihe first and the Andaman Islanders by the 
second. 1 ” But the case studies do not stand 
by themselves, they derive their significance 
from the comparative perspective that is 
characteristic ol the discipline as a whole. 

B>ith Durkheim and Radcliffe-Brown 
believed that the application of the com- 
paratuc method would enable them to 
discover g-neial laws about society and its 
-institutions, luviuding its religious institu¬ 
tions. They believed that sociology and 
Social anthropology could lie developed in 
.the manner of the natural sciences. Their 
. Strategy was to proceed in a systematic way 
f tbrpugh observation, description and com- 
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parison to generalisation. 11 . We now have as 
a result a large body of data on religious 
beliefs and practices from all parts of the 
world. 

The accumulation of a large body of 
systematic data from the different parts of 
the world has certainly advanced our know¬ 
ledge and understanding of religion, but it 
has not led to the discovery of the kind of 
general laws that Durkheim and Radcliffe- 
Brown had hoped to discover. What then is 
left of the comparative method? The com¬ 
parative method remains of great value 
because it forces a certain discipline that 
does not come naturally to us when we ex¬ 
amine the varieties of social life. It forces 
us to give equal consideration, at least in cer¬ 
tain respects and for certain purposes, to all 
societies irrespective of our personal 
engagements. In that sense, the comparative 
method brings all societies on a level with 
each other; it does not admit of any privileg¬ 
ed exceptions. This goes against our ingrain¬ 
ed habits of mind when we are dealing with 
human societies, and particularly when our 
subject of study is religion. If fair- 
mindedness is a virtue in the study of society 
and culture, then the comparative method 
is an indispensable aid in the cultivation of 
that virtue. 

We have to distinguish between the aspira¬ 
tions of the comparative method and its 
achievements. Where individual or collective 
biases were thrown out by the front door, 
they sometimes crept in through the back 
door. For Durkheim and his generation, the 
comparative method went hand in hand with 
a belief in the theory of evolution. Hence, 
while all religions might be investigated by 
the same method, some were regarded as 
more evolved or more elevated than others. 
Weber too differentiated among religions ac¬ 
cording to their degree of rationalisation, 
placing primitive magical practices at one 
end and Protestant Christianity at the other. 
Evolutionary theories are no longer as 
popular as in the past, but this does not 
mean that personal or ethnocentric bias has 
been completely eliminated from the socio¬ 
logical study of religion. 

Theology stands at the opposite end from 
sociology in its orientation to the plurality 
of religions. At least in its classical form, its 
concern was with a particular religion which 
it singled out for special attention: there was 
thus Christian theology—and within it Pro¬ 
testant theology and Catholic theology— 
or Judaic theology or Islamic theology. 
Theology will defeat its original purpose if 
it places all religions on the same plane, for 
that purpose was to establish the truth of 
one religion and expose the errors of others. 
The theologian wri'es about religion from 
within; it is difficult to think of a Christian 
who is an Islamic theologian or a Hindu 
who is a Christian theologian. Again, as 
Bourdillon has pul it, “Theologians are part 
of the tradition they study, and must be con¬ 
vinced that their rituals have the effects that 
they want them to have:” 1 The sociologist. 


on the other hand, approaches religions 
from the outside even when he seeks to 
understand their inner meaning. 

A second important feature of the socio¬ 
logical approach is that it studies the facts 
of religion in association with other social 
facts. The sociological approach, as 1 
understand it, not only does not privilege 
one’s own religion as against other religions, 
it does not privilege the religious domain 
among the various domains of social life 
In the sociological perspective, no matter 
how important the religious life may be in 
itself, it cannot be made fully Ihtelligible 
without being brought into relationship with 
domestic life economic life and political life 
The interconnections among the different 
institutional domains is at the centre of 
sociological attention. 

The position is different for the theo¬ 
logian. For him, the religious domain is pre¬ 
eminent, in a way the only one that has real 
significance He is concerned, above all, with 
the inner meaning of religion rather than its 
external or institutional manifestation which 
is what engages the attention of the socio¬ 
logist. This does not mean that there can be 
no collaboration between the theologian and 
the sociologist, which there has been, with 
very fruitful results as in the case of Ernst 
TVoeltsch the theologian and Max Weber the 
sociologist.' 3 That collaboration deserves 
attention, for it brings to light not only the 
differences of perspective, but also the 
possibility of a reciprocity of perspectives. 

Although their intellectual interests 
overlapped, Weber stressed the differences 
in orientation between himself and TVoeltsch. 
Despite his considerable erudition in mat¬ 
ters relating to Christian doctrine, he spoke 
of himself as a non-expert working at 
second-hand, and of TVoeltsch as the expert 
best equipped to provide an authoritative 
view. 14 But he obviously believed that the 
‘non-expert’ had an important part to play 
in clarifying the relationship of religion to 
economy and society, and in examining that 
relationship comparatively. He probably felt 
that, as a sociologist, he could deal better 
with non-Christian religions than TVoeltsch 
whose expertise lay in the field of Christian 
theology. 1 ’ 

Weber also took ail interest in the prac¬ 
tical side of religion through his association 
with the Evangelical-Social Congress. He 
gave freely of his time and counsel to PBStor 
Naumann who believed that in Germany the 
reform of religion could not succeed without 
the reform of politics, and in particular the 
incorporation of the working class lo full 
citizenship. What these relationships bring 
out is that there are not only many kinds of 
sociologists but also many kinds of theolo¬ 
gians. Not all sociologists are militant 
atheists or ostentatiously irreligious, and 
Weber certainly was neither. Nor are all 
theologians intransigent dogmatists, con¬ 
cerned only with the letter of the creed, and, 
indeed, Doeltsch, who was a liberal from the 
beginning, moved in mid-career and on his 
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own choice from a chair in theology to one 
in philosophy. The point is not that no 
sociologist can be a religious believer and no 
theologian a religious skeptic, but that there 
are characteristic differences of orientation 
between sociology and theology as disciplines. 

Sociological studies of religious beliefs, 
practices and institutions vary enormously 
in scope and emphasis. Some are based on 
the analysis of literary materials relating to 
large populations over long stretches of time; 
others are based on direct observation of life 
in small communities. Some deal mainly 
with religious phenomena; others deal with 
them only insofar as they bear upon some 
other aspect of life which is the primary ob¬ 
ject of attention. There are studies of the 
religious life of natural communities such 
as the village or the tribe, and studies of 
specifically religious associations such as the 
church or the sect. 

A good example of the sociological ap¬ 
proach is the study of religion and society 
among the Coorgs of South India by M N 
Srinivas. 16 The principal objective of the 
book is to give a coherent account of a 
system of religious beliefs and practices in 
its social context. As such, it begins with an 
outline of social sttucture and then proceeds 
to give an account of the ritual idiom of the 
Coorgs. The central part of the book deals 
with cults of the various social units, such 
as household, village and region, whicn con¬ 
stitute the principal components of Coorg 
social structure. The book concludes with 
some general observations on the relation¬ 
ship between religion and society. 

Srinivas later elaborated the distinction 
between the ‘book-view’ and the ‘field-view’ 
of society. In terms of that distinction, his 
work on the Coorgs gives us a field-view of 
Hinduism. There are innumerable accounts 
in the ancient, medieval and modern lite¬ 
rature of Hinduism that tell us how religious 
institutions ought to work. Srinivas was less 
interested in discussing how they ought to 
work than in showing how they actually 
work. Such an account might be of con¬ 
siderable interest to a theologian, but it is 
not one that the typical theologian would 
himself write. 

In studying religion, the sociologist or 
social anthropologist tries to observe and 
describe how people act as well as to under¬ 
stand and interpret the meanings they assign 
to their acts. There are important differences 
of emphasis here. Durkheim, for instance, 
believed in attending first and foremost to 
the external, obsAvable characteristics of 
social facts before attending to their inner 
meanings. In much the same vein, Radcliffe- 
Brown wrote in his Foreword to the book by 
Srinivas, “Social anthropology is behaviouri- 
stic in the sense that we seek to observe how 
people act as a necessary preliminary to try¬ 
ing to understand' how they think and 
feel”' 7 

Others have placed their emphasis else¬ 
where, For Weber, it was always important 
to enquire into the meaning the actor assign¬ 


ed to his action in every sphere of society: 
what did it mean for the priest or the pro¬ 
phet to choose and pursue a particular way 
of life? And, beyond that, what meaning did 
the world itself have from the viewpoint of 
a given religion? At the same time, Weber 
never neglected to compare and contrast, 
with the maximum possible detachment, the 
answers given to this question in different 
religious traditions. He also examined 
systematically and with the greatest possi¬ 
ble care the material and other external con¬ 
ditions associated with various religious 
beliefs and practices. 

Collaboration between sociologists and 
theologians has never been free from pro¬ 
blems since it is never very easy to reconcile 
the committed and the detached points 
of view. Among radical social theorists, 
Durkheim has been represented as a conser¬ 
vative who assigned too much importance 
to religion. It is true that Durkheim assigned 
great importance to religion in social life and 
rebuked his empiricist colleagues, particular¬ 
ly in the Anglo-Saxon world, for treating it 
lightly. But for Durkheim, religion is impor¬ 
tant not because it is true but because it is 
useful, whereas for the theologian, the im¬ 
portance of religion lies in its truth and not 
in its utility. 

The Catholic church in France viewed 
Durkheim’s work quite differently from the 
way in which it has come to be viewed 
among sociologists. His book was attacked 
in a long review article by Gaston Richard, 
entitled ‘Dogmatic Atheism in the Sociology 
of Religion’. Richard maintained, "In the 
end, it is incontrovertible that this sociology 
of religion (soaologie rvligieuse), as it is call¬ 
ed, is incompatible not only with Christian 
faith, but even with philosophical theism, 
and indeed with any belief that recognises, 
hypothetically at least, a divine personali¬ 
ty’ 18 Gaston Richard was not a theologian, 
but had begun his career as a member of 
Durkheim’s Annee sociologique circle. He 
was, however, a believing Christian who, 
though born in a Catholic family, had con¬ 
verted to the Protestant faith. Many yean 
later, a similar attack against Durkheim’s 
sociology of religion was launched by 
another former admirer, E E Evans-Prit- 
chard. Evans-Pritchard had in his religious 
life travelled the same road as Gaston 
Richard, but in the opposite direction- 4\ is 
father was a minister of the Protestant 
church, but he had found his faith by em¬ 
bracing Catholicism. 

One of the arguments of both Richard 
and Evans-Pritchard was that Durkheim had 
overreached himself, that he was claiming 
too much for his sociology of religion. 
Evans-Pritchard, himself the author of one 
of the finest anthropological monographs 
on religion, addressed himself to this very 
difficult question at rhe end of his book. 
After describing what the social anthro¬ 
pologist is able to observe and how far he 
is able to proceed towards an understand¬ 
ing of the inner meaning of what he observes, 
he concluded, “At this point the theologian 


takes over from the anthropologist.” 11 ' 

But Evans-Pritchard did not rest content 
for very long with the division of labour that 
he seemed to be proposing between anthro¬ 
pology and theology at (he end of his book 
on Nuer religion. With the passage of time, 
he became increasingly sceptical about the 
contribution that social anthropology and 
sociology could make to the understanding 
of religion. In lus Aquinas lecture, delivered 
before a Catholic audience, he launched an 
attack on anthropological studies of religion, 
accusing their authors of bad faith 20 A lit¬ 
tle later, he repeated the same attack on 
sociological theories of religion, accusing 
Durkheim of having roughly the same pers¬ 
pective on religion as Marx and Engels. 21 

Evans- Pritchard’s later wriungs on 
religion reveal a very great anthropologist in 
a very poor light. I allude to them not out 
of ill-will, but in order to suggest that there 
might be a possible connection between his 
increasing attachment to the Catholic faith 
and his growing disaffection with the 
sociology of religion. His own early essay, 
‘Zandc Theology’ of 1936 was a masterly 
demonstration of how such a meticulous 
observer as the Dominican priest, Mgr 
Lagae had arranged his ethnographic facts 
to fit a theologically convenient argument, 
creating a religious doctrine where none ex¬ 
isted. 22 He had begun from the position 
that social anthropologists and sociologists 
must not claim that they can tell us every¬ 
thing about religion; in course of time, he 
found such claims as they were making to 
be increasingly intolerable; in the end, he 
came very dose to the position that they can 
tell us nothing abou! religion in the true 
sense of the term, or at lea-1 nothing ot any 
real value. 

The sociology of religion always, and 
perhaps necessarily, comes to grief when it 
moves beyond its proper empirical concerns 
under the urge to decide on the truth or 
otherwise of a religious doctime. Whether 
oi not Ram w3S the ideal man; whether 
Mohammed was a true or a false prophet; 
and whether Christ died in vain or lor the 
redemption of human! ind -ire questions that 
are beyond the purview nl ihr sociology of 
religion in the scn.se given to it here But that 
docs not mean that <t has nothing of mteicst 
to say about the place of religion in man’s 
social life 

m 

I now return to Max Weber and, in the 
light of his work, make some general obser¬ 
vations on approach and method in social 
enquiry. It is Max Weber’s sociology of 
religion, more than anyone else’s, that has 
lessons to offer foi sociology as a whole 
from the viewpoint of method. 

There is something paradoxical about the 
life and work of Max Weber, his concern 
with meaning and understanding on the one 
hand, and with objectivity and value- 
neutrality on the other. Wfeber had very little 
patience for the kind of natural science of 
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society that fascinated Durkheim; he argued 
untiringly for an interpretive sociology. He 
produced an enormous body of work on 
religion; yet he declared that he was "ab¬ 
solutely unmusical religiously". 2 ’ Surely, it 
is not unreasonable to ask of a proponent 
of interpretive sociology how far a person 
who is religiously unmusical can go in the 
interpretation of religion? 

No one who declares himself to be reli¬ 
giously unmusical can possibly claim that 
he understands the whole of religion Pm 
is it necessary lor the sociologist of religion 
to make such a claim? That kind of cum. 
wiil be made only by those who m4g?'.'*ei 
that we must first giasp the ibnlc the 
totality—if we are to undcis . ml uiy of ns 
parts. Weber, it seems to me. wujid he deep!* 
mistrustful of such a itaim Most persons 
in fact understand some bits ot lift but few 
would claim that they understand the whole 
of its inner meaning 

Weber’s account ol hintseli as “absolutely 
unmusical religion 1 iy" has to be seen in (he 
light of the stand that he look on obiectivi 
ty and value-neutrality. Value neutrality m 
the study of religion docs not mean of 
course that one ignores the part placed b> 
values in social life, that would be quite con 
trary to the spirit of interpretive sociology 
It only means that it should be possible, a; 
least in principle, to understand religious in¬ 
stitutions, religions beliefs and religious 
practices from the outside, without becom¬ 
ing personally committed to the values bv 
which they are sustained within a given 
religious faith 1 he understanding and inter¬ 
pretation ot, fa maniple, Mamie, or Hindu, 
or Christian in.Mitut.ons docs not requ-.e any 
moral commitment to the values of Islam 
or Hinduism ot Chridiamiy Or, as Weber 
might put it. “One need not have been 
Caesar in order to andei viand Caesar" ■’'* 
Most contemporary social theorists would 
probably agree that one does not have to 
adhere to the tenets ol <i paiticular religion 
in order to understand the institutions ot 
that religion; the work ol Max Weber stands 
as a lining testimony to that. Indeed, they 
would probably recommend a healthy do e 
of religious scepticism and detachment to 
those who would make religion a subject of 
sociology The problem today does not lie 
there, but elsewhere. It it is possible to 
undeisiand and interpret religious beliefs 
and practices while being ‘religiously un¬ 
musical’, is it also possible to understand and 
interpret political processes and institutions 
white being ‘politically unmusical"? I he 
great debates m social theory that divide 
those w In i subset the to objectivity, detach¬ 
ment : nd vain- neutrality from those who 
recommend Commitment, engagement and 
partisanship me today not anout religion but 
about p. 'itu-., \t t t-,e same time, the lessons 
that stKi.il itito; tsl , learn horn (he study ol 
religion sarumi be aitogclhci without value 
fot the study id politics 

No matter what sociologists might agree 
to about the study of religion many of them 


would question the advantage to be derived 
from objectivity, detachment and value- 
neutrality m the study of such secular sub¬ 
jects as class, gender and nation. They would 
say that it ts only through commitment to 
a specific set of moral values—and even a 
specific political project—that true insight 
into the e problems can be attained. Com¬ 
mitment, according to their argument, is 
desirable not only from the moral and 
political, but also from the intellectual point 
<d view The attempt to separate ‘melhodo- 
Ki;-,"' fioiti ‘ideology'/' they would say, is 
eotti disingenuous and self-defeating 
i he theorem al foundations of the argu¬ 
ment for lomriutment in social enquity ate 
to be found in the wutings of Marx 2 *’ and 
certain Marxists, such as toikacs, r Koiseh 18 
and Ciramsct, 2v particularly in regatd to the 
study ot class. In all these writings, a kind 
ol privileged place is assigned to the ‘view¬ 
point of the proletariat’ The position 
adopted there is that other representations 
of bouigeois society are incomplete and. 
hence, distorted and false; only the viewpoint 
of the proletariat piovides access to a com¬ 
plete and, hence, historically true picture of 
reality 

In an influential essay designed to demo 
hsh the foundations ol ‘value-free' social 
science, l ukacs put forward the case lor a 
method whose central proposition was the 
unity of theoiy and practice’ 0 Similar 
arguments were put forward at about the 
same time by Korsch, Gramsci and others.” 

1 hen approach offered new insights into 
class structure, consciousness and ideology, 
politics and a host ol other subjects. More 
than that, they put many of the proponents 
ot a value-fret sociology on the defensive 
with their far-reaching claims about what 
could be achieved, both theoretically and 
practically, by the method they advocated 

Lukacs and others have maintained that 
there is no wav m which true understanding 
of social processes can be reached except 
through an insight into the totality, an 
insight that comes, moreover, only when 
theory is combined with practice Socio¬ 
logists and social anthropologists have learnt 
10 be wary of that kind of claim in regard 
to the understanding of religion. Why should 
they yield to its temptations in regard to the 
understanding ol politics'* 

It can of course be said that in the modern 
world, politics is altogether different from 
religion insofar as no one can remain truly 
indifferent to the demands of politics 
whereas u is possible, and sometimes even 
desirable to distance oneself from religion, 
although that point of view will hardly find 
favour with the theologian. The attack on 
detachment, objectivity and value-neutrality 
has often been made on the ground that the 
claims of their proponents are disingenuous 
since it is impossible in reality to be wholly 
neutral on fundamental political questions, 
and, therefore, those who profess to be so 
are in fact promoting a particular cause or 
a particular interest under the cover of 


neutrality. At the same times 1 remain un¬ 
convinced that it is in principle either easier 
or more desirable to seek neutrality on mat¬ 
ters of religious faith than on matters of 
political ideology. 

It is undoubtedly the case that neutrality 
does not come naturally or effortlessly to us 
in the understanding and interpretation of 
our own beliefs, practices and institutions. 
Therefore to require or expect the in¬ 
vestigator to ‘treat social facts as things’ 
might indeed appear somewhat dis¬ 
ingenuous. But that docs not mean that the 
effort itself to achieve neutrality is 
misconceived. And if my argument is right, 
it is here that the sociology of politics of the 
nation, class and gender may have 
something to learn from the sociology of 
religion. 

There are two lessons in particular to 
which 1 would like to draw attention in con¬ 
clusion. The first is that value-neutrality, no 
matter how desirable in principle, is very dif¬ 
ficult to achieve in practice, wh-.t is achiev¬ 
ed being always incomplete. The exponents 
of value-neutrality do not all assert that the 
separation of fact and value is easy to main¬ 
tain in a consistent way; some do and others 
do not Here there appears to be a funda¬ 
mental difference between what, for want of 
better icims, 1 will call ‘scientific’ sociology 
as against interpretive sociology. The ex¬ 
ponents of the former, among whom we may 
include Dut kheim, or at least the author of 
The Rules of Sociological Method, tend to 
treat the problem tightly and to suggest that 
anyone can solve it provided he has the right 
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'method'. But the exponents of interpretive 
sociology do not in general take that view. 
They do not suggest that there is any sim¬ 
ple red pc for success in the task which they 
rather see as being constantly at risk. Max 
\ftfcber raised and answered the general ques¬ 
tion as follows: "Nor need I discuss further 
whether the distinction between empirical 
statements of fact and value-judgments is 
‘difficult’ to make. It is.” 32 

Not only is the practice of detachment, 
objectivity and value-neutrality difficult, but 
those who undertake it never achieve com¬ 
plete success in their endeavour. This is true 
no less in regard to politics than it is in 
regard to religion. It makes the proponents 
of value-neutrality permanently vulnerable 
to allegations of bad faith and duplicity. But 
failure to achieve complete success in prac¬ 
tice cannot be a compelling reason for 
discarding a principle. Here 1 will quote what 
Maxime Rodinson, at one time a leading 
Marxist intellectual, wrote at the end of 
his celebrated biography of the Prophet 
Mohammed: "But even if pure objectivity 
is unattainable, it would be a sophism to sug¬ 
gest that it was necessary instead to be 
deliberately partial!’ 13 1b me it does not 
seem accidental that a Marxist chose to be 
objective rather than partial when he made 
religion the subject of his study; but Rodin¬ 
son was an exception, and not very typical 
of his generation of Marxists. 

The second lesson that we learn from the 
sociology of religion is that sociology can¬ 
not provide a complete picture of the world 
as a whole in terms of either fact or value. 
Here again, sociology stands at the opposite 
end from theology, at least in its classical 
form. It is constantly at odds with all those 
who represent the world as a unity and 
maintain that there is a single key, within 
their reach if not in their grasp, to both 
understanding and action. As we have seen, 
sociology can say something about religious 
beliefs, practices and institutions in different 
places at different times, but very little, if 
anything, as to whether it is better to be a 
Hindu, a Muslim or a Christian, a believer 
or an unbeliever. Likewise, it can say some¬ 
thing about political processes and institu¬ 
tions, but very little of practical utility as to 
whether it is better to be a liberal, a conser¬ 
vative or a radical in politics. These latter 
questions may be the most important ones 
for a particular individual at a particular 
point of time, but there is no social theory 
that can tell him which is the best political 
ideology just as there is none that can tell 
him which is the best religious faith. 

I would not like my argument to be con¬ 
strued to mean that a Catholic or a Com¬ 
munist cannot be a sociologist or that he can 
at best be a poor one. 34 A Catholic may 
indeed have certain advantages when he 
studies religion and a Communist when he 
studies politics, but it is necessary to point 
out that these advantages can be easily abus¬ 
ed. It is not unlikely that those who have 
direct experience of religion and politics have 


a certain advantage; at least initially, in mak¬ 
ing sense of symbols and processes that are 
not immediately accessible to the external 
observer. But religion, politics and other 
aspects of social life are not merely matters 
of experience, they are also subjects of doc¬ 
trine: A doctrine is not always the best guide 
to experience and may indeed be an obstacle 
to it. 

Evans-Pritchard had reason to castigate 
his predecessors to the extent that they, or 
at least some of them, appear to have decid¬ 
ed in advance that all religions are equally 
false; for one might say that that too is a 
doctrine. But the matter does not rest there, 
for it is both complex and delicate. What 
really disturbed Evans-Pritchard was the 
relativism that followed from the successes 
of comparative studies of language, myth 
and religion. “This pointed to a relativism 
in which Christianity was not the one true 
faith but just one religion among others, all 
equally false.” 3 ' He paid a back-handed 
compliment to Max Mueller for treading 
warily on that ground, presumably because 
he did not wish to fall foul of the Bishop 
of Gloucester who had already condemned 
attempts ‘to put into competition the sacred 
books of India and the Holy Scriptures’ ” 

It should now be clear why I regard the 
matter to be both complex and delicate. 
While no one can hope to understand the 
meaning and significance of a religious 
belief or practice unless he approaches his 
subject with concern and sympathy, it is 
never very easy to decide how much of the 
concern and sympathy is due to the desire 
for understanding and how much of it to the 
fear of a bishop or some other religious 
authority. Parallels will not be difficult to 
find from the domain of politics. While 
studies of, say, the nation or the working 
class undoubtedly benefit from a sympa 
thctic concern for the subject, it sometimes 
happens that the concern and the sympathy 
are mainly concessions to the demands of 
the state and the party. 

Being religiously unmusical is not the 
same thing as being hostile or even unsym¬ 
pathetic to religion: being sceptical about the 
historical mission of the proletariat (or of 
oppressed minorities) need not deprive one 
of the capacity for concern and sympathy 
for their predicament. But sympathy and 
concern need not lead to the adoption of any 
particular doctrine in either religion or 
politics. Again, if one asks if it is easy to 
combine sympathy and concern for one’s 
subject with detachment and objectivity, the 
answer is that it is not. 

The demand for objectivity in the social 
sciences is most typically made in the name 
of intellectual rigour. Tb treat social facts as 
things is to place oneself on the same footing 
with them that the physicist or the biologist 
secures with respect to the facts that he or 
she investigates. Here objectivity is viewed 
as the separability of the investigator from 
the object of investigation, and the clearer 
the separation, the greater the presumed gain 


for intellectual rigour. But the facts of , 
religion and politics are different, and have 
to be treated differently from the material 
facts investigated by the physicist or the 
biologist. In dealing with them, as in deal¬ 
ing with human beings generally, we have to 
be governed by considerations not merely of 
intellectual rigour but also of fairness. 

The virtue of defining objectivity as 
fairness is most manifest in the comparirtive 
study of religion. The Catholic anthropolo¬ 
gist has a right to demand of a person who 
studies Catholicism that he should approach 
his subject with respect; but he spoils his caw 
by being peevish in the face of attempts to 
deal even-handedly with the Geeta and the 
Bible. 

Without any prejudice to whai is due to 
rigour and precision. I would like to stress 
the perennial need in social enquiry for ob¬ 
jectivity as fairness. It is this need for 
fairness in presenting, or at least taking into 
account, different points of view that gives 
to social enquiry its distinctive character. The 
hardest part of self-discipline in social en¬ 
quiry is that which is due to the demand for 
fairness. For it is not simply that the same 
subject appears different when observed 
from different points of view, but, further, 
that the viewpoint of the observer must be 
constantly matched with that of the actor. 
The sociologist can at best bring there 
various points of view into the open, and 
present the case for each one of them to the 
best of his ability. He can be candid about 
his own values; but he cannot set himself up 
as a judge where questions of ultimate value; 
those of his subjects as well as of other 
observers, are at issues. 
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Social Technology: A New Factor in 

Development 

Surendra J Palel 

In discussions on growth, exclusive attention has been given to the visible physical inputs. The invisible 
technological inputs embodied in human skills were disregarded. Contribution of skills to growth was thereby 
ignored. Since both physical capital and social inputs embody different forms of technology it is appropriate to 
call these two motive forces of technological transformation physical and social technology. This essay is devoted 
to a discussion on the role of social technology. 


The real source of wealth lies no longer 
in raw materials, the labour force or machines, 
but in having a scientific, educated, 
technological manpower base. Education has 
become the real wealth of the new age 
(J D Bernal, Science in History, 1965, p 171 

IT has been recognised tor nearly 30 years 
that inputs of capital and labour are not the 
only sources of technological transforma¬ 
tion. Technological inputs, such as skills of 
the labour force and social and institutional 
inventions and innovations, have indeed con¬ 
tributed even more than capital and labour 
to overall economic growth. Development 
economics has given them various names: 
the residual, neglected factors, human 
capital formation and an increase in produc¬ 
tive resources. In contrast to physical, tangi¬ 
ble, visible capital, these factors relate to 
invisible social inputs—skills embodied tn 
human beings and efficiency—promoting in¬ 
stitutional and social factors. 

In earlier discussions on growth, exclusive 
attention was given to the visible physical in¬ 
puts. The invisible technological inputs em¬ 
bodied in human skills were disregarded 
Contribution of skills to growth was thereby 
ignored. But both the physical capital and 
social inputs embody different forms of 
technology, it is more appropriate therefore 
to call these two motive forces of techno¬ 
logical transformation physical and social 
technology. 

The role of capital formation, or physical 
technology, in development has been so 
clearly recognised that it is not necessary to 
discuss it here in detail. On the other hand, 
the contribution of social technology is in 
general considered to be important, but it 
has not been discussed in detail in develop¬ 
ment literature. This study is therefore 
devoted to social technology 

I 

Search for Sources of 
Technological Transformation 

The search for sources of transformation 
is as old as the search for the source of the 
Nile Aristotle was already seized with it at 
the dawn of civilisation.' Adam Smith had 
carefully chosen the title of his masterpiece: 
An Enquiry into the Nature and Causes of 
the Wealth of Nations published over 2,000 
yean after Aristotle first wrote on the sub¬ 


ject. In the recent period, growth was for 
long mainly attributed to machinery and 
equipment, or capital formation, or physical 
technology K F Harrod immortalised this 
notion in 1939 in his famous equation for 
growth. 2 

Since then, the capital/output ratio (COR) 
has come to be used as a simple short cut 
for estimating capita! requirements of 
development plans. The importance of social 
technology was recognised only as an after¬ 
thought when it came to manpower plann¬ 
ing. The COR was used as early as 1951 by 
the first Expert Group convened by the 
United Nations to explore the growth possi 
bilities for the underdeveloped countries In 
its report on Measures for the Economic 
Development of the Underdeveloped Regions, 
it estimated the net COR to be as high as 
8:1 ' This was indeed an absuidly high 
figure since the historical CORs have 
generally been much lower, varying between 
2:1 to 4:1. 

Then came the historic contribution of 
R Solow, placing technological progress a t 
the centre of economic growth. Solow drama¬ 
tically showed in 1957 that nearly nine-tenths 
of the growth of per capita income in the 
United States of America over the four 
decades to 1949 owed its origin to techno¬ 
logical progress. Inputs of capital and labour 
were responsible for only one-tenth of the 
growth. Since then, there has been much 
discussion on the key role of this input in 
relation to others Studies by M Abrarnovitz 
[1956], E F Dension [1962] and others 
substantiated Solow's findings. 4 

T W Schultz added to this growing body 
of knowledge a specific emphasis on human 
capital formation, mainly reflected by in¬ 
vestments in education and training of the 
workforce. It w-as asserted that the contribu¬ 
tion of inputs of labour and physical capital 
to the total growth of output was rather 
small if not altogether marginal Much the 
larger contribution was made by the enlarge 
ment of the skill profile of the labour force, 
economics of scale and embodiment of tech¬ 
nological progress in the production 
process. 5 

These new findings were incorporated in 
the overall growth analysis by S S Kuznets 
(I966]. ( Social technology was singled out 
as the real source of wealth by J D Bernal 
in 1966. 7 The strategic significance of these 


contributions may be seen in their having 
contributed to three awards of Nobel Prizes 
in economics [Kuznets, Solow and Schultz]. 

Examining the factors which have contri¬ 
buted to the economic growth of nations, 
Kuznets had summarised already in 1966 the 
new historical evidence in these words: 
the inescapable conclusion is that the 
direct contribution of manhours and capital 
accumulation wouid hardly account for more 
than a tenth of the rale of growth in per 
capita piodutt—and probably less. The large 
remainder must be assigned to an increase 
in the productive resources—a rise in output 
per umr of input, due either to the improv¬ 
ed quality of the resources, or to the effects 
of changing arrangements, or to the impact 
of technological change, or to all three .. 
Since education and economies of scale are 
results of additions to and spread of the slock 
of useful knowledge, the dominant role of 
the latter—compared with the increase in in¬ 
put of resources—in the rise in product per 
capita is apparent." 

The emphasis in discussions explaining 
economic growth had thus shifted from the 
use of physical capital to the dominant role 
of technological progress. This was a con¬ 
siderable advance over Harrod’s important 
but simplistic COR of 1938 vintage. The 
central role of technology in promoting 
economic development was thus recognised. 
Technology was brought into die mainstream 
of development. Bui this recognition has so 
far remained mostly formal in nature, it has 
been limited to footnote references. Some¬ 
times textual citations too have been made 
here and there. But it has not been embodied 
in constructing an analytical framework and 
devising operational tools for development 
planning Social technology has remained 
the stepchild of development economics. 

Development economists left this subject 
at the point to which Solow, Schultz and 
Kuznets had brought it by the 1960s. The 
subsequent discussions shifted mainly to the 
measurement of costs and benefits of educa¬ 
tion. The old contributions still continue to 
be ritually quoted. But little analytical as 
well as empirical progress was made in in¬ 
tegrating the relative roles of physical and 
social technology in technological trans¬ 
formation. 

Technologists and scientists have also not 
taken the subject any further. They did begin 
a discussion of the interrelationship between 
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science and technology. This was followed 
by studies of rrucro-sectors and technology 
policies. A few countries prepared the so- 
called science and technology plans. All this 
ended with the now too-familiar demands 
for simply raising the allocation of resources 
to Science and technology in general, and R 
and D in particular. Like economists, science 
and technology policy-makers too continued 
to quote the old contributions on technology 
in support of these demands. But they did 
not contribute much of analytical or opera¬ 
tional significance. There was little progress 
towards defining the role of technology in 
the development process as a whole. 

The reasons for such limited progress have 
not been properly assessed. One possible 
reason may be that despite the path-breaking 
contributions of Solow, Schultz and Kuznets, 
the notion of technology lias in general 
continued to be associated with spectacular 
results of advances in physical sciences and 
innovative engineering. They have not yet 
embraced the field of social technology, 
which embodies advances in social sciences, 
social inventions and innovations, and social 
engineering. In consequence, technology has 
continued to be associated with break¬ 
throughs in the physical sciences and related 
technological innovations m mechanics and 
engineering—e g, the steam engine, diesel 
motor, electric motor and generator, means 
of communications, durable consumer 
goods, machinery and equipment, nuclear 
energy, space rockets, computers and similar 
innovations. Both development economists 
and scientists and technologists have con¬ 
tinued to concentrate mainly on technology 
embodied in capital equipment, machinery, 
instruments and tools 
Hiking a historical view, however, we may 
note that the Creeks had originally defined 
‘techne’ as an art—even as proficiency in the 
art of elocution in the earlier period Later 
on, newly emerging crafts were incorporated 
into the word ‘techne’. Both the social and 
physical streams were then covered by the 
same word. 

The separation between these two streams 
must have, therefore, come about in the later 
period limiting the usage of the word ‘tech¬ 
nology’ to physical products and processes. 
Could this have arisen from the simple fact 
that technology as such has no physical 
form? Like beauty or soul, it always appears 
vicariously embodied in visible physical 
goods and processes. It is not visible as are 
physical products and processes. This in¬ 
visibility could have been responsible for the 
latter being taken as the exclusive em¬ 
bodiments of technology. Popularisation of 
this usage could have then been strengthened 
by the extraordinary successes of physical 
sciences, engineering and industrialisation 
in the last two centuries 
The usage overlooked the fact that ad¬ 
vances in knowledge were incorporated not 
only in machinery, equipment, instruments 
and tools used in producing and processing 
goods. They were also embodied at the same 


time, indeed even before, in the agile minds 
and deft fingers of human beings which con¬ 
ceived, designed and constructed the physi¬ 
cal equipment. Both these streams of tech¬ 
nology, the visible physical and the invisi¬ 
ble social, need therefore to be taken into 
account. 

II 

Social Technology as a Motive 
Force of Technological 
1 ran sformation 

Classical economists had already drawn 
attention to the role of labour in the pro¬ 
duction of commodities. Marx had indeed 
singled out labour as the generator of all 
values, though his emphasis was more on 
unskilled, undifferentiated simple labour. 

The three elements included by Ku/nets 
as key factors in economic development have 
not been properly christened. For termino¬ 
logical clarity, we have summarised them in¬ 
to one concept: social technology. It covers 
all advances in skills acquired by people in¬ 
dividually and collectively. 

These skills are not only limited to the 
process of physical production. They also 
cover a wide spectrum of individual and 
social skills: for instance, skills for organising 
and managing efficient working of indi 
vidual plants as well as the entire economic 
and social system; the distribution of new 
products and processes; research and develop¬ 
ment and design engineering for future ad¬ 
vances. Social technology thus encompasses 
not only the individual’s skills employed in 
carrying out his or her own economic ac¬ 
tivity. The collective influence of the work¬ 
ing together of all components of society, 
including policies pursued by governments, 
and economic, social and political institu¬ 
tions, must also be included in social 
technology. Social technology exercises a 
synergistic influence on the process of 
technological transformation precisely 
because of the multiplicity of these factors. 

No indicator reflects the development of 
social technology more clearly than educa¬ 
tion at all its levels (primary, secondary and 
university). Other streams, including infor¬ 
mal training and learning by doing, are also 
important. But they are difficult to measure: 
Moreover, their growth path may in general 
run parallel—and not counter—to that of 
education. Enrolment in education, with all 
its known limitations, has therefore been used 
as a proxy indicator of social technology. 9 

Since so much has been made of advances 
in physical technology, it may be useful to 
balance the picture by listing here a few ex¬ 
amples of the achievements in social tech¬ 
nology in several areas. The listing below is 
not in any systematic order of casual signi¬ 
ficance But it may serve an illustrative 
purpose. 

I Production: division of labour, use of 
machinery, factory, mass production, 
assembly line, time and motion study. 


piece rates, systems of incentives; 

2 Exchange: market, barter, prices, coins, 
currencies, credit, interest, insurance, 
cheque, banking, central banks, foreign 
exchange, exchange rates; 

3 Organisation: partnership, private and 
public joint stock company, stock ex¬ 
change, transnational corporations, pub¬ 
lic enterprises, management, marketing; 

4 Social innovations; clan, family, tribe, 
nation state, democracy, adult franchise, 
voting, elections, parliaments, trade 
unions, political parties, social philoso¬ 
phies and social systems, equality, free¬ 
dom, human rights; * 

5 Operations of the slate: law and order, 
justice, stability, taxes, subsidies, social 
transfers, laws, regulations, policies, 
development plans, strategies, education, 
health, transport, infrastructure, minist¬ 
ries, para-statal organisations; 

6 Health care: organisation of clinics, 
private and public health care, national 
health service, preventive medicine, 
primary health care, ‘Health lor All by 
the Year 2000'; 

7 Education and training: artisans, appren¬ 
tices, religious teaching, universal 
primary, extended secondary and wider 
third level training, institutes of tech¬ 
nology, vocational schooling, organisa¬ 
tion of resources for R and D, centres 
of excellence; 

8 Community: religions, ethics, social 
norms and standards, customs of beha¬ 
viour, institutions for social cohesion, 
scripts, libraries, museums; 

9 Multinational initiatives: institutional 
structures such as Councils of States, 
League of Nations, United Nations and 
its specialised agencies, development co¬ 
operation, New International Economic 
Order, disarmament, settlement of con¬ 
flicts and several similar inventions. 

This is an incomplete list. But it is meant 
simply to underline that social interventions 
and innovations are no less significant, or 
even less awe-inspiring, than the physical in¬ 
novations referred to earlier. But no litanies 
of praise, to borrow a formulation used by 
Kuznets 10 in another context, have been so 
far sung for these and other similar ad¬ 
vances, in social technology. All the well 
known breakthroughs in physical technology 
would probably have not even taken place 
if they were not preceded by relevant social 
innovations. The latter fostered the birth of 
future advances in physical technologies, 
and nursed them to maturity when they did 
arrive. 

HI. 

Complexities in Measuring the 
Contribution of Social 
Technology 

Long-term data on physical technology, 
or capital formation, have been for long 
available in considerable detail covering 
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country by country and sector by sector in¬ 
formation. In contrast, data on social tech¬ 
nology is rather scanty, except perhaps for 
health and education. In the absence of de¬ 
mand for these data, conceptual elaboration 
of methodologies and cumulative data 
build-up have remained inadequate Part of 
this inadequacy is also explained by the 
greater complexity of the impact of social 
technology than of physical technology. 
Some of them may be briefly touched upon 
here. 

We may begin with some magnitudes. The 
share of health, education and social services 
(including transfer payments for social 
welfare) in GDP had gone up from only 
about I per cent up to the late 18th century 
to 5-10 per cent in the late 19th, and to some 
20 per cent or over now, equalling that of 
physical capital in several countries and in 
some even surpassing it. It has been higher 
in the north and higher still in the welfare 
states and socialist economics, but lower in 
the south. 

By and large, the giowth and the size of 
resources devoted to social technology in the 
south have paralleled and in general equalled 
those of physical technology in the north. 
But unlike physical capital formation, these 
magnitudes (even when large) are not yet 
treated as social capital formation. It is 
therefore important to estimate the va! .e and 
productivity of stock of human capital for¬ 
mation and compare their level and trends 
with those of physical capital formation. 

With a ca.viui use ot data already availa¬ 
ble for several countries, it should now be 
possible to initiate comparisons between 
contributions of physical and social tech¬ 
nology. Their results would lead to several 
questions o f both theoretical and opera¬ 
tional significance. For instance, total 
resources devoted to social technology both 
in developed and developing countries are 
not that much lower than those for physical 
technology. But the contribution of social 
technology to development has been esti¬ 
mated to be significantly larger in both the 
north and the south. In consequence, the 
social technology/output ratio would be con¬ 
siderably lower than for physical technology. 

A question immediately arises whether 
these two streams can be taken as alter¬ 
natives. If they are real alternatives, much 
greater resources could then be diverted to 
social technology, thereby contributing to 
the acceleration of technological transfor¬ 
mation. Perhaps there are certain interrela¬ 
tionships between the two streams so that 
one cannot be expanded without the other 
if the objective is to achieve the most effi¬ 
cient allocation of resources. Some kind of 
a law of joint inputs may be operating here. 
But the precise magnitudes, interrelation¬ 
ships and impacts on output of these two 
streams remain to be analysed. 

The very notion of development returns 
need a careful re-examination. Owing to the 
concepts developed and the data base built- 
up, the returns on capital are now less dif¬ 


ficult to estimate. Many empirical studies 
have been devoted to tlft subject. A much 
clearer grasp of returns to capital is now 
possible through the use of several techni¬ 
ques. including social cost/benefit analysis. 
But a systematic study of returns on social 
technology yet remains to be undertaken. 

Past studies have not satisfactorily resolv¬ 
ed one major conceptual problem. Social 
technology, unlike physical technology, 
serves at the same time both as a means as 
well as an end of development. Physical 
technology, on the other hand, serves only 
as a means to development. Plants, factories 
and similar productive facilities, embodying 
physical technology, are never built as final 
ends by themselves. These do not serve even 
an artistic purpose, as for example does the 
Taj Mahal. They cannot therefore be by 
themselves goals of development. They are 
established as means only for the sole pur¬ 
pose of expanding ouput. 

In contrast, social technology has a dual 
character. It is needed as a means to raise 
the level of output of goods and services. But 
it is also by itself a goal, an end of develop¬ 
ment. For instance, better education, greater 
health, wider spread of social welfare faci¬ 
lities help not only raise productive capa¬ 
bilities but also satisfy basic needs and urges 
of the people These are therefore also goals 
of development. Social technology thus 
serves at the same time both as an end and 
as a means for forthcoming development. 
Like Shakespeare’s mercy, it is twice 
blessed—as a consumption good and an in¬ 
vestment good. It therefore should appear 
on both sides of the growth equation. 

This duality in the role of social 
technology would tend to complicate the 
task of measurement of its contribution to 
growth of output, it would seem that this 
contribution would in reality turn out to be 
even greater both at a point of time and over 
a period of time than shown by Solow and 
others. Apart from higher incomes earned 
in the market by those whose skills reflect 
a larger embodiment of social technology, 
their possession of learning and good health 
also gives them much higher personal satis¬ 
faction. When the welfare effects of such 
satisfactions are taken into account, the yield 
from investment in social technology would 
prove to be significantly latger. 

An important consideration concerns the 
very concept of physical technology and 
social technology as resources for raising 
output. They require clearly separate treat¬ 
ment as growth resources. Apart from serv¬ 
ing merely as means to raising output, 
physical technology wears oia in the process 
of production. It is subject to rapid obsoles¬ 
cence calling for continuous replacement. 

In sharp contrast, social technology does 
not wear itself out in this fashion. Instead 
of depreciating in use, it usually appreciates 
over time It does, of course, face ob¬ 
solescence with rapid changes in the type 
and level of skills required, but this is 
overcome through training on the job and 
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retraining. Only senility and death of the taP v ,’ 
dividual detracts from the stock. But theq 
there are continuous additions to the stock 
by the newly trained persons joining they 
workforce. 

To measure all these parameters would re¬ 
quire breakthroughs in concepts and techni¬ 
ques. But some basis already exists. The 
techniques of cost/benefil analysis for 
education and of estimation of capital value 
of skilled migration (brain drain, or reverse 
transfer or technology as it was called in 
UNCTAD studies) have already furnished 
the basic tools which could, with appropriate 
adaptations also be applied to the measure¬ 
ment of social technology. 11 

There are, moreover, several questions of 
immediate operational significance. Indi¬ 
cators of social significance in the south 
show a more resilient picture than do parallel 
indicators on economic growth. This point 
has been forcefully brought out in a recent 
study prepared for UNICEF by Mahesh 
Patel. 12 For instance, the south’s progress in 
reducing death rates, infant mortality ratios 
and illiteracy, and spreading education has 
been considerably greater than in meeting 
broader economic targets. Does this then 
mean that social technology offers a more 
efficient way to all-round development than 
physical technology? Or perhaps, it is a wor¬ 
thier objective to pursue? Here is again a 
question which merits rigorous exploration. 
The incorporation of social technology into 
the mainstream of development economics 
will thereby add a new analytical tool for the 
discipline and increase its relevance and 
predictive power. 

Particularly striking has been the advance 
of the south in health and education. But 
that is rarely noticed. The calamities, 
disasters faced by the south are daily feed 
for news. Spectacular development in health 
and education in the south has not received 
the attention it merits. Owing to its sheer size 
and speed, the health and educational gap 
between the north and the south has been 
significantly narrowed at least quantitatively. 
But this advance too has remained on the 
periphery of development economics. 13 

This advance remains to be incorporated 
in the measurement tools used by develop¬ 
ment economics. When this would be done, 
the per capita levels of GDP as well as of 
the stock of capital (both physical and 
social) would be considerably higher than 
their current estimates. 14 

Finally, we should consider one more 
aspect of social technology in determining 
the distribution of income, wealth, and 
economic (and social and political) power. 
Current estimates on such distribution do 
not take into account the actual increments 
that an adequate coverage of social techno¬ 
logy would make to the totals of GDP, and 
to the slock and additions to the stock of 
reproducible productive wealth. Both these 
totals will indeed be higher when account 
is taken of the income and the productive 
wealth generated by social technology. 
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A 'back of the envelope* type of quick 
calculation suggests that the imputed capital 
value of trained workforce in the United 
States and Canada would be higher than the 
value of the entire stock of reproducible pro¬ 
ductive capital in these countries. Clearly, 
social technology is beginning to outstrip 
physical technology as a motive force of 
economic and social advance. Even in the 
third world countries, social technology 
must now be regarded as a major factor in 
development. 

There is another special aspect which 
should be stressed here It concerns the role 
of social technology as an instrument of em¬ 
powerment. An adequate coverage of social 
technology would tend to raise the current 
estimates of GDP and wealth. Such new 
estimates would then reflect income and 
wealth related not only to property owner¬ 
ship in the conventional sense of the term 
but also social technology embodied in in¬ 
dividuals. If it is assumed that the embodi¬ 
ment of social technology in individuals is 
spread more evenly than ownership of pro¬ 
ductive assets—a not unreasonable assump¬ 
tion—it would follow that the faster growth 
and wider spread of social technology in re¬ 
cent decades would work towards showing 
an improvement in the distribution of 
income. 

Much more significant will be t k * in¬ 
fluence of such a revised measurement on 
the distribution of productive wealth. The 
addition of the estimates of human capital 
to national productive asseis would raise the 
total of the stock. It would also show an im¬ 
provement in its distribution, since the 
ownership of human capital can, reflecting 
current levels of educational advance, be 
assumed to be much more widely and 
equitably distributed than that of physical 
assets. Moreover, human capital is more 
mobile, since it can move with the individual 
in which it is embodied. 

These hypotheses need to be empirically 
tested. If they prove correci, we may find in 
social technology a very strong instrument 
of economic and social empowerment of the 
several disadvantaged sectors of society. 
Universalisation of health and education 
and their democratisation would thereby act 
as the most powerful tool for improving the 
distribution of income, wealth, and econo¬ 
mic power. This does not, of course, mean 
that ownership of productive assets is not 
important. But it does mean that we now 
have on additional tool for reforming the 
system of inequitable distribution of income, 
wealth and economic power. 

We have described above several con¬ 
siderations underlining the significance of 
social technology. Many of them make its 
measurement a very complex task. No ac¬ 
count of technological transformation can 
be complete without as a minimum con¬ 
sidering developments in social technology. 
It is not possible at present to measure the 
precise impacts of these developments. But 
we must at least underline that the transfor¬ 


mation of societies cannot be explained by 

capital alone, and that the advances in social 

technology must also be drawn upon. 
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Capital and Economic Growth in Norway, 
1900-56’ in R Goldsmith and Ch Saunders, 
eds, Income and Wealth, Series VIII, 
London, 1959. 

5 Schultz, T W, ‘Investment in Human 
Capital', presidential address to the 
American Economic Association, reprinted 
in the American Economic Review, Vol 51, 
1961, pp 1-17; see also Majumdar, Tapas, In¬ 
vestment in Education and Social Choice, 
Cambridge University Press. 1983. 

6 Kuznets, S S, Modern Economic Growth: 
Rale, Structure and Spread, Yile Universi¬ 
ty Press, New Haven, Conn, 1966, pp 80-81. 

7 Bernal, J D, Science in History, Penguin 
Books, 1965, p 17. 

8 Kuznets, op cit. 

9 Schultz, op cit. 

10 Kuznets, S S, Aspects of Most-War II Growth 
in ljess Developed Countries, Discussion 
Paper No 234, Economic Growth Center, 
Yale University, 1975. He was referring to 
‘the impressively high’ growth rates in the 
developing countries, and wondering with 
a sense of bewilderment that the flow of 
news about these countries concentrated 
only on 'critical conditions with respect to 
supplies of economic goods' rather than on 
the ‘economic miracle 1 of high growth rates 

11 Studies on reverse transfer of technology or 
‘brain drain'; for instance, UNCTAD, The 
Reverse Transfer of Technology: A Survey 
of its Main Features, Causes and Policy Im¬ 
plications, (United Nations Publication, 
Sales No E 79, II D 10). 

12 Patel, Mahesh S, Eliminating Social 
Distance between North and South. Cost- 
Effective Goals for the 1990s, UNICEF 
Staff Working Paper No 5. New York, 
October 1989. 

13 Patel, Surendra J, 'Educational Distance 
between Nations: Its Origin and Prospects’, 


The Indian Economic Journal, Vol XIII, 
No 1, July-September 1965; ‘Educational 
‘Miracle’ in the Third World 1 , Economic and 
Political Weekly, Vol XX, No 31, August 3, 
1985 and Razvai/Development Interna¬ 
tional, Vol 1. No I, Zagreb, 1986; The Swift 
Narrowing of the Educational Distance bet¬ 
ween the Developed Countries and the 
Third World: 1950 to 1981’, Journal of 
Higher Education, University Grants Com¬ 
mission, New Delhi. India, Vol 10, No 3, 
Spring 1985. 

14 Several measurements covering facets of our 
concept of social technology have already 
been made See for instance the pioneer¬ 
ing works of Fritz Machlup. The Produc¬ 
tion and Distribution of Knowledge in the 
United Stales, Princeton University Press, 
Princeton, N J 1962; and The Economics 
of Information and Human Capital-, and 
the third volume of Knowledge: Its Crea¬ 
tion, Distribution, and Economic Signi¬ 
ficance, Princeton University Press, 
Princeton, N J, 1984. Machlup's conclusions 
were recently updated by Michael Rogers 
Rubin and Mary Tiylor Huber in The 
Knowledge Industry in the United States; 
1960-1980, Princeton University Press, 
Princeton, NJ, 1986. 

Fifteen years after Machlup’s pioneering 
study, a nine-volume report was published 
by the US department of commerce in 1977, 
dealing with ’information’ It ran on parallel 
lines, but used more conventional methods 
of measurement based on national income 
accounts. See Ikjral, Marc U and Michael 
R Rubin, The Information Economy, 9 vols, 
Government Printing Office, Washington, 
D C, 1977. li estimated that the primary in¬ 
formation sector accounted in 1967 for 25.1 
pier cent of US GNP, and the secondary in¬ 
formation sector for 21.1 per cent. Machlup’s 
estimates for the knowledge sector were 28.6 
per cent in 1958 and 31.0 pei cent in 1963 
for his concept of ‘adjusted’ GNP. The 
OECD published in 1981 studies of us 
member nations under ihe title Information 
Activities (Parts, 19811, which ran on lines 
parallel to the !9 1 7 studies b> the US 
department of mu: metre 
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DISCUSSION 


Indian Development Strategy 

T IN Srinivasan 


ASHOK RUDRA (July 25) chides me for 
not distinguishing public ownership from 
public intervention. A distinction without 
an essential difference is not analytically 
useful. Without getting into various 
dimensions of ownership and property 
rights, let me just say I was implicitly 
defining an owner as the residual claimant 
of the net output from an asset My point 
was and is simply that, hut for the excep 
tions noted in my earlier article, almost 
anything that the government can achieve 
with public ownership it can do by an ap¬ 
propriately chosen set of interventions 
without ownership. Whether the state has 
autonomy to intervene in a way that goes 
against particular interests is certainly an 
important issue on which there is a vast 
literature, particularly as it relates to 
Indian political economy. But a state that 
cannot intervene to achieve objectives that 
are against dominant interests is unlikely 
to be a state that can achieve the same ob¬ 
jectives through public ownership brought 


fiaent condition. As such, mere attain¬ 
ment of Pareto Optimality is not enough 
It is well known that a Pareto optimal 
allocation could be very inequitous in that 
one individual could be the recipient ol 
the economy's entire output. I referred to 
Sen primarily lor a critique ol Pareto 
Optimality. 

As long as a country is too small to in¬ 
fluence the terms at which it tiades with 
the rest of the world (and India is such 
a country in most goods and set vices), the 
fact^otbers do not follow liberal trade 
policies is not relevant for India’s trade 
policy choice. A small country by being 
‘wrong’ can only hurt itself whether or not 
others are ‘wrong’ or ’tight’ Of course lot 
a liberal trading system to survive, others 
also have to follow' the right policy And 
this is the reason that one should vigo¬ 
rously criticise Ci 7 for their failure to 
follow a liberal trade policy. In any case, 

I invite Rudra to read my paper again. I 
recognised the case for selective interven¬ 


tion, though not necessarily in the form 
of import protection. But I argued that 
in the Indian context, we have neither 
been selective nor have we been able to 
easily withdraw protection once granted. 

I do not see any point in flogging the 
dead horse of growth versus equity except 
to say that rapid growth could, but does 
not have to be, inegalitarian and equally, 
pursuit of egalitarianism could, and again 
need not be, at the expense of desirable 
growth (i e, growth that sustains egalita¬ 
rianism in the long run). India has not had 
much of either. Nor 1 do wish to rehash 
colonial history: Lancashire versus Dhaka 
Muslin, etc, etc, and whether the ‘success’ 
of the west is largely attributable to col¬ 
onial exploitation. Even if Rudra is right 
m his interpretation of history, for the 
choice of Indian development strategy on 
the threshold of the 21st century, it hardly 
matters. 

I am very pleased that Rudra cherishes 
"liberty and freedom from coercion”. Far 
be it for me to question my teacher 
Rudra’s erudition: my reference to Berlin 
and Sen were not meant to imply that he 
must have been unaware of them. 


about either by nationalisation of existing 
private enterprise or by public investment. 

I was contrasting alternatives to ownership 
for a state that can intervene or own or 
do both in some combination. If its ‘class 
character’ precludes intervention of the 
kind I was talking about, I submit it 
cannot ‘own’ either. 

I make no apology for viewing the pub¬ 
lic sector not as an abstract construct, but 
as it has actually operated in India as well 
as in many developing countries. Rudra 
suggests that the alternative to public 
ownership is not just private ownership 
but also some unspecified and as yet un¬ 
tried "innovative experiments and ex¬ 
plorations”. While indeed experimentation 
and exploration are valuable, one should 
also have the freedom to discard failed ex¬ 
periments. In the Indian context, a failed 
experiment cannot be easily abandoned. 
Again Rudra deliberately ignores the fact 
that I never argued that the private sector 
does not make mistakes. Only that the 
costs of its mistakes are not in general 
passed on to the public at large. Further, 
provided there is vigorous competition, 
there is a market test for success or failure 
in the private sector. 

If Rudra cared to read once again my 
footnote on Pareto Optimality, he would 
note that I was only arguing that under 
certain assumptions Pareto Optimality is 
l necessary condition for a social welfare . 
optimum. I never implied tha( jwvaafttty'-" P 
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to identify the levels of development of the districts of 
Maharashtra at the sectoral and the aggregative levels. 1927 


Flawed Tradition 

The institutionalised Indo-Anglian 
literary critical tradition has, by 
marginalising particular kinds 
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consolidation of bourgeois 
hegemony in India. The ‘India’ 
produced by this tradition is not 
an ‘authentic’, politically 
neutral entity, but one based 
on a systemauc suppression 
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under-privileged 

sections. 1921 

Securities Scam 

While it is important to fix 
individual responsibility for the 
securities scam and to bring the 
guilty to book, it is even more 
necessary to pin-point the 
contribuiion of the economic 
policy regime to spawning a 
development of such wide 
ramifications. 1891 
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What are the adjustment 
mechanisms adopted by rural 
families to mitigate the effects of 
drought? A study of the 1987 
drought in Rajasihan which 
affected all the 27 districts 
in the state. 1894 


Anti-Worker Offensive 

The 50-day strike of jute workers 
and the agreement signed at the 
instance of the West Bengal 
chief minister have failed to 
blunt the jute mill-owners’ 
anti-labour offensive which 
has been going on for some 
years. 1893 
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The necessity for in camera 
proceedings in cases where terrorism 
is manifest can, perhaps, be 
conceded, but the discretion must 
belong to the court, not to the 
government or its lawyer. 1888 
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The Cotton Corporation of India 
is charged with ensuring that 
farmers get remunerative prices for 
their produce and the textile 
industry gets its raw material at 
reasonable cost. But the corporation 
can discharge this responsibility 
only if it is given the operational 
freedom to manage the supply- 
demand situation through 
exports and imports. 1883 

Democracy in Nepal 

The advent of democracy has let 
in a ray of hope in Nepal’s 
political life. But there is a note 
of unease as well—and for 
very good reasons. 1897 

Unthinkable? 

Liberals and secularists in India 
have almost instinctively banished 
the reconstruction of the 
subcontinent from their agenda, 
regarding it as a Hindu 
nationalist demand. 1889 


Other Concerns 

The increasing difficulties faced by 
the deprived classes and the ethnic 
minorities in the US as a result of 
the widening gap between the rich 
and the poor find little expression 
in the civil rights issues which 
dominate the attention of the 
American media today. 1901 




LETTERS TO EDITOR 


Comiminalisation of 
Police 

ASGIIAR Al l ENGINEER'S article 
1 fc'/ J W', Aug 1-8] on (he communal 
violence that etupted in Ahmedabad 
following the i at It yatia on Inly 2, though 
analysing the woo political reasons 
behind the lieipienl oceurionce ol com 
munal unis in Guiarul, has somehow 
avoided mentioning the increasing com 
munalisaticm ot the state police A parti¬ 
cular incident which happened during the 
last riots hut which l-.ngmeer did not men¬ 
tion in Ins article brings this into locus 

On July 4, Ahniedaiud newspapers, 
both vernacular and English, earned 
reports of a pi due constable being ab¬ 
ducted from a police ehowky at Mianpui, 
a Muslim majority area ol Ahmedabad, 
by a ‘huge mob' Aecouling to the reports, 
he was about to he hacked to death in the 
rivet bed of Sabarrrtari, when the police 
arrived and dishuised the inob by opening 
fire, which lesulted in the death of two 
persons. I he ic-port said, the 'miscreants' 
then ghcraoed the police, forcing them to 
lire again killing one moie person. 1’he 
report even cited the name of the addi¬ 
tional police commissioner, t) P Mathur 
as being utjuicd eluting the event 

But on July 8, when the residents ol 
Khanpui area observed a bandit en masse 
demanding action against the police in¬ 
spector ol the atca, the truth carne out 
that the so-called 'abduction' had never 
taken place, that the stoty was lake, 
fabricated by the pobce to cover up 
another teal incident, invoking the police. 
Writes The Times of India, which had 
earlier given a bold-laced sub heading to 
report the police story: “The version was 
absolutely wtong. What had transpired 
was that a group of women had gone to 
(he police ehowky to lodge a complaint 
against police harassment. First, they' wetc 
beaten up and then fired upon. Three peo¬ 
ple, including a seven-year old girl, died 
on the spot and one person succumbed to 
iniuries in hospital. As the protestors 
belonged to the pootest among the poor, 
they would not make much hue and cry 
about thb alleged police atrocities . ” 
(July 13] 

Here is an instance where the police 
who are supposed to guard innocent peo¬ 
ple during such volatile situations as com¬ 
munal disturbances, not only fails to do 
its duty but even betrays its position to 
harass the people. Though the story did 
not mention any religious group explicitly, 


the details ol the story were very sugges¬ 
tive as to the intended target—the Muslim 
community It is sad that the newspapers — 
all but one- which had reported graphi¬ 
cally the police story failed to report either 
the haudh or the 'tads' behind the police 
version: which speaks volumes about the 
so-called ethics ol repotting. 

T V Manoj 

Ahmedabad 

Speaking for Backward 
Classes 

A STRIKING feature in Tamil Nadu dur¬ 
ing the anti-Mandal agitation was a band 
of Ttrrnl brahmin intellectuals passionate¬ 
ly taking up the cause of the backward 
classes. There were even hall meetings in 
Madras city exclusively addressed by these 
brahmin intellectuals, with the non¬ 
brahmins constituting the majority of the 
‘passive’ audience. At that time, one 
wondered whether these were efforts by 
the brahmins to speak for and represent 
the non-brahmins, thus denying the non- 
brahimns their political agency. Stmul 
taneously one also thought, why not, the 
brahmins might have changed. 

S Guhan’s review article on Marc 


Galanter’s book (EPW, August 1-8) ends 
this confusion in one’s mind about what 
the brahmin intellectuals really stood for. 
He concludes his article with a judgmental 
statement which smacks of brahminical 
arrogance: “The tragedy is that, as far as 
the backward classes are concerned, con¬ 
temporary India is yet to produce Grams- 
cian ‘organic intellectuals’ with Galanter's 
endowments of head and heaft!’ Periyar 
E V Ramasamy Naicker, Kaivalyam 
Swamtyar, Kuthoosi Guruswamy, 
Bhararidasan, C N Annadurai and even 
the much-maligned M Karunanidhi are, 
in my understanding, indeed the organic 
intellectuals of the backward classes in 
T&mil Nadu. All of them reconstituted the 
'famil political field in favour of the 
backward classes. (By enclosing organic 
intellectuals within quotes, Guhan might 
expect such intellectuals to write long 
treatises for international publishers; but 
Gramsci did not expect them to.) Other 
parts of India too had/have similar 
figures. In denying them the stature of 
organic intellectuals, Guhan ehdorses the 
argument (now treated as an axiom) of the 
backward classes' inefficiency of the anti- 
Mandal propagandists. 

R K Ramaswamy 
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Protecting Our Allowances 


T HE Indian press contingent, travelling to Jakarta on 
the prime minister’s plane, perhaps felt an obligation 
to report the proceedings of the NAM conference which¬ 
ever way South Block would like them to be reported. 
With one or two honourable exceptions, our journalists 
have stuck to the official briefings. Whether the nation’s 
interests have thereby been optimally served remains an 
open question. In the fifties and the sixties, when India, 
the United Arab Republic and Yugoslavia provided in 
tandem the thrust of the non-aligned movement and a 
touch of sure-footedness marked the manner the have- 
not nations of the world bestirred themselves, vassal States 
like Pakistan, doing the marionette dance at the behest 
of John Foster Dulles, had a trying time: they could not 
quite opt out of the non-aligned club, they felt equally 
uncomfortable to belong to it. The oncc-formidable 
Republic of India is now in the same plight as Pakistan 
was in those now-scemingly-prehistoiic days. Few at 
Jakarta bothered about our susceptibilities. 

Most participating governments either ignored India’s 
position on the issue of nuclear non-proliferation or refer¬ 
red to it with derision. Our entourage made great play 
of the need for global denuclearisation. One or two perfer 
vid sentences contributed by our prime minister weie duly 
incorporated in the text of the concerned resolution. But 
the overwhelming majority of the participating nations 
failed to appreciate the sophistry of New Delhi’s dialec¬ 
tics: global dismantlement of nuclear armaments si, 
regional denuclearisation non. Because of its persistent 
opposition to the proposal for a nuclear-free zonal ar¬ 
rangement for the countries washed by the Indian Ocean, 
the Indian delegation was totally isolated, not just from 
the South Asian neighbours, but generally among most 
participants. Delegations from Africa, such as the one 
from Zimbabwe, were incensed by this palpably self- 
contradictory stance on the part of a country which still 
pretended to swear by the ideology of Mahatma Gandhi 
and Jawaharlal Nehru. As a direct snub to India, the 
resolution, as adopted, went on to stress the desirability 
of regional arrangements for freeing the world from the 
threat of nuclear holocausts. 

What has also been barely mentioned in our newspapers 
is the decision of the Indian delegation, the prime minister 
not excluding, to play hooky on the concluding day of 
the conference. Our prime minister is known for his 
wisdom, which has reportedly a classical grounding. 
Presumably he decided to pin his faith on the Sanskrit 
adage: he who scoots, lives. Our representatives were 
evidently scared beyond their wits to take a stand on the 


two contentious matters which had to be sorted out on 
the Final day. The first was the issue of reprimanding the 
rump of the government of Yugoslavia for its doings in 
Bosnia-Hereegovnia. The second concerned the occupa¬ 
tion of Iraq’s southern skies by fighter planes belonging 
to the western imperialist powers led by the United States, 
and rendering by fiat those skies a no-fly zone for the 
government of Iraq: there has been no greater outrageous 
instance of gunboat diplomacy in the air. 

India, for dear life, would not take a stand on cither 
issue. With respect to Bosnia-Hereegovnia, our delega¬ 
tion was perhaps worried over the reaction of the pro- 
BJP contingent of the Congress Party and that of the BJP 
itself. If the Serbs were giving a bloody nose to the Bosnian 
Muslims, such an act gladdened the hearts of many Indian 
obscurantists. Why go out of your way to alienate this 
Ayodhya lobby? Rather than doing that, our delegation 
preferred to talk pompously about the necessity for the 
non-aligned movement not getting embroiled in ‘ethno¬ 
religious’ issues. When that cut no ice with most of the 
other delegations, our representatives, rather than staying 
back and registering their vote, chose to fly out. 

They also chose to make their premature exit perhaps 
because they wanted no part of any NAM resolution con¬ 
demning the United States for its role iri Iraq. We have 
to be on our best behaviour. Should we, by our actions 
or antics, happen to annoy the American administration, 
why, instructions might pass down to the World Bank and 
the International Monetary Fund to stop our doles. That 
would be a catastrophe. On the other hand, our reputa¬ 
tion as a stridently anti-imperialist nation was also at 
stake. The decision was therefore taken to skip the final 
day in Jakarta and post haste fly back home. He who 
escapes, lives; at least, he has not his allowances cut off 
by the Americans. 

This was short-sightedness of an extraordinary order. 
For, assume that in about twelve or twenty four months’ 
time, the governments of the United States, France and 
Britain decide it unilaterally that enough was enough with 
Indian intransigence and they would take control of the 
skies of Punjab and Jammu and Kashmir so as to enable 
them mount aerial surveillance and prevent the govern¬ 
ment of India from escalating its designs against the 
distressed inhabitants of these parts. If our government 
were at that juncture to appeal to the colleagues in the 
NAM against this blatant act of aggression on the 
part of the western powers, what might politely, or 
perhaps not even politely, be pointed out would be India’s 
voting record ori the Iraqi resolution. 
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ASSAM 

On Collision Course 

Kamaroopi writes: 

THE formal reiteration by the Bharatiya 
Janata Party (BJP) at the recent meeting of 
its national executive in Bhopal of its resolve 
to go ahead with its proposed ‘rath yatra’ 
to highlight the problem of illegal Bangla 
deshi nationals in Assam and other parts of 
the north-east region (and indeed, in several 
other parts of the country including the 
capital. New Delhi), is likely to bring the par¬ 
ty into direct confrontation with the United 
Liberation Front of Asom (Ul.fA) 

A statement issued by the central publicity 
secretary of Ul FA (or, rather, by what is 
commonly identified as 'anti-talks faction 
of ULFA’) has strongly denounced the move 
characterising it as part of the BJP’s politics 
of rousing communal passions to make 
political gams However, the state BJP ptesi- 
dent, Prahin Hamah, has reiterated his par¬ 
ty's resolve to go ahead with the march, 
‘irrespective ot the consequences’. (Recent 
reports suggest that the 'rath yatta’ may be 
deferred.) 

As resolved at the BJP national executive 
meeting at Bhopal, the "rath yatra’ is to begin 
(on a date yet to be decided) at Parusharam 
Kund, the well known Hindu pilgrim centre 
in l-ohit district in Arunachal Pradesh, and 
culminate in Delhi. 

The BJP which won 10 assembly seats and 
two Lok Sabha seats (torn the stale in Iasi 
year’s elections is clearly determined to ex¬ 
ploit the anxieties, barely beneath the sur¬ 
face, in Assam and other areas of the north¬ 
east.. Further, as ns decision to nominate 
G G Swell for the office of the president 
made dear, the party also has a long-term 
perspective for the region as a whole and sees 
itself as the coming force m the region. Only 
this can explain its tesolvc, even if this is for 
the present only a resolve, to go ahead with 
the ‘rath yatra’, in the face of the ULFA’s 
opposition. 

However, rather more interesting than this 
resolve of the BJP is the resolve of ULFA 
to oppose the ‘rath yatra’, for the anxiety 
about illegal migration from across the 
border has been one (among the many) 
issues that connect ULFA organically to 
earlier manifestations of ’Assamese nationa¬ 
lism including its immediate predecessors 
and precursors like the All Assam Students’ 
Union (AASU) and the Asom Gana Rarishad 
(AGP). It is yet to be seen whether this 
resolve of ULFA to oppose the BJP’s move 
to ‘highlight the problem of illegal 
Bangladeshi nationals' in Assam and other 
areas of north-east region will weaken 
ULFA’s own social base among those sec¬ 
tions of the Assamese speaking people in the 
state whose sympathy for ULFA (even when 
this did not take the form of more active par¬ 
ticipation or contribution especially of 
human material) was rooted in the perceived 
continuity of the objective, even when the 
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methods differed, between the AASU, AGP 
government and ULFA. Such an emotional, 
even visceral, identification with ULFA 
became stronger to the extent that this in¬ 
fluential section ol the Assamese speaking 
people felt let down, indeed even betrayed, 
both by the AASU and the AGP. Further, 
this social base, having even less reason to 
trust ‘India’ to piotect its interests and save 
it from Bangladesh, may well go along with 
ULIA even though ULFA’s own links with 
Bangladesh are now no more a secret 

For. UL.FA too, despite the causal and 
otganic links that it bears to the anti- 
foteiguer agitation in Assam has, especially 
in the last five vears or so, been engaged in 
a reconsideration of the whole issue of il¬ 
legal aliens in ihc slate, indeed over the very 
concept of who constitutes the ‘Assamese 
people’ ULFA literature has for long dis¬ 
carded the very expression, ‘Assamese peo¬ 
ple’, substituting in ds place the expression, 
‘people of Assam’, thus seeking not merely 
to enlarge its concept of who constitutes this 
‘people’ but in more practically necessary 
terms also expand its own base among all 
these ‘people of Asom’. The earnestness of 
ULFA in this regard can be seen in the fact 
that it has committed itself to have English 
as the ‘official language’ of its yet to be 
achieved 'Swadhin Asom’, negating in this 
resolve a whole history of Assamese na¬ 
tionalist movement, one of whose constants 
has been and continues to be the ’rightful 
place for the Assamese language in Assam’. 

The success ULFA has had in esiabhshing 
links with Bangladesh, including securing of 
sanctuaries in that country, is only one, quite 
superficial, indication ot the more funda¬ 
mental rethinking in ULFA of its own 
ideological idcnt.ty and orientation and 
long-term political perspective, though as in 
every other political movement, tactical con¬ 
siderations loo have undoubtedly influenced 
this ‘revisionism’ of ULFA. 

The most explicit indication of this 
rethinking in ULFA has been a document 
specifically addressed to ‘people of Asom 
ot East Bengal origin', circulated in 
manuscript form early this year and first 
published in the June 24, 1992 issue of 
Budhbar, the Assamese weekly from 
Guwahalt well known for its passionate ad¬ 
vocacy of ULFA as well for its detailed and 
informed analysis and report of the organi¬ 
sation’s activities. The 15-page pamphlet 
acknowledges the fact of large scale migra¬ 
tion from 'East Bengal—it is significantly 
silent about movements across the border 
since partition and independence—but sees 
the phenomenon as being dictated mainly 
by economic (actors, particularly the re¬ 
quirements of the colonial economy. It also 
distinguishes between several forms of such 
migration, including migration from other 
parts of India. But principally, the pamphlet 
cautions against the issue being communa- 
lised. 

Thus, both on grounds of its professed 
progressive ideology and its tactical needs, 


ULFA has been taking a rather self-cons¬ 
ciously ‘non-chauvinist’ stand on the issue 
of illegal aliens in Assam, in sharp contrast 
to the stand that these very same ULFA 
leaders took at the height of the anti¬ 
foreigner agitation in which they had active¬ 
ly, in some cases indeed aggressively, parti¬ 
cipated. Not surprisingly, AASU has severely 
castigated ULFA for its current stand on the 
illegal foreigners’ issue while, apparently, the 
Congress(I) itself has been distributing rerox 
copies of ULFA’s pamphlet to presspersons 
in Guwahan The Congress(l) has excellent 
reasons to aow over ULFA’s stand since it 
can claim that u corresponds to what the 
Congress-1 itsell has been maintaining all 
these yeais. 

The ongoing war of words between the 
BJE and the ULFA, which can well turn in¬ 
to a more violent confrontation if the public 
posturings arc to be acted upon, has to be 
seen in the background of both the perma¬ 
nent interests as well as the shilling political 
calculations of these parties. 

INDIAN WORKERS IN WI ST ASIA 

Protection for 
House-Maids 

THE news that Kuwait has introduced new 
and more stringent immigration regulations 
on foreign workers cannot go unnoticed in 
this country. Particularly noteworthy is the 
enhancement of the income limit for allow¬ 
ing foreign workers to come with families. 
So far professionals and skilled workers with 
monthly incomes of $ 1,000 and above and 
persons engaged in business could take their 
families with them. Hereafter, the floor has 
been set at $ 1,500 for professionals and 
skilled workers and S 2,200 for those engag¬ 
ed in business. It is not clear whether the 
new income limits will apply to only new im¬ 
migrants or it will become applicable to 
those workers already living in Kuwait. 

Kuwait had, before the Iraqi invasion, an 
immigrant population larger than the popu¬ 
lation of local descent. Of course, almost 
half of the immigrant population was of 
Arab descent. Now it is the publicly declared 
policy of the authorities in Kuwait not to 
permit that sort of population imbalance to 
re-emerge. Coa f d it be that behind the new 
restrictions on the entry of dependents of 
foreign workers is the --oncer n to ensure that 
the demographic balance remains hereafter 
in favour of the people of local descent? At 
the same time, the authorities could not have 
been unaware of the implications in regard 
to gender imbalance which is sure to get ag¬ 
gravated in consequence of the implemen¬ 
tation of the new regulations. 

Or is it that the emphasis, undeclared 
though, will hereafter be on permitting more 
liberally the entry of unaccompanied women 
to work as house maids, the demand for 
whom is reported to be particularly high in 
Kuwait? It is relevant to raise this question 
because. First. Kuwait is one Of those West 
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Asian countries where the proportion of In¬ 
dian women working as house-maids is the 
highest, almost 40 per cent, among foreign 
workers engaged as such; second, the re¬ 
hiring of these women for return to Kuwait 
has been quite brisk since the end of the 
Iraqi occupation; and third, reports appear¬ 
ing in the media, Indian as well as foreign, 
of maltreatment of Indian house-maids in 
Kuwait have been on the increase. Indeed, 
concern has been voiced in parliament on 
this scoie. 

It is not clear—at least the Indian autho¬ 
rities have never been sufficiently communi¬ 
cative on the subject—what the govern¬ 
ment’s policy is on the emigration of women 
workers who are engaged as house-maids of 
one description or another. But the fact is 
that quite a number of women are emigrat¬ 
ing as house-maids, some quite legally and 
some perhaps illegally, to Kuwait and the 
authorities in Kuwait have so far been liberal 
in allowing such immigration. 

In fact, if media reports are to be believed, 
many Kuwaiti families are reluctant to return 
home from abroad because ol Ihe known 
shortage of house-maids. And to be in 
Kuwait without the right number of house¬ 
maids means loss of not just convenience but 
also status. However, from the Indian point 
of view, to allow our women in distress to 
go as house-maids without adequate safe¬ 
guards against exploitation would be at dila¬ 
tion of the government’s moral as well as 
constitutional obligations lo our citizens. II 
Kuwait wishes to permit fewer of its foreign 
workers to immigrate with families, that is 
its concern. But the position of our women 
workers in Kuwait under the new dispensa¬ 
tion, particularly in occupations like 
domestic work, where they become easily 
vulnerable to all sorts of exploitation should 
be a matter of utmost national concern 

PHARMACEUTICALS 

Rickety Review 
Procedures 

THE standards set by the US Food and 
Drugs Administration in licensing drugs and 
evaluating their safety constitute something 
of a bench-mark for similar institutions 
elsewhere. And it is a deserved reputation. 
The drug disastets which have occurred can 
be attributed more to the deviousness of the 
drug companies which the FDA has too lit¬ 
tle control over. For instance, several drug- 
makers have resorted to the device of not 
disclosing information which might prevent 
licensing of a drug. Johnson and Johnson 
received FDA approval for its pain-reliever 
Suprol by suppressing information that the 
drug caused acute kidney failure. Hoechst 
Roussel similarly falsified data submitted to 
the FDA by not disclosing that the drug in 
question had caused at least 30 deaths in 
other countries. There are many such in¬ 
stances. But the FDA’s investigations and 
review of drugs is generally so stringent that 


in recent years drug companies have been 
shrilly critical of the time taken for FDA 
approval, although according to a 1990 
estimate 85 per cent of the new drugs in¬ 
troduced were ‘me too’ drugs. 

Now comes the news that drlig-makers in 
the US may well accept a long proposed 
scheme to contribute to the FDA’s upkeep 
in return for a streamlining of the procedure 
for drug approval This may amount to a 
total of S 75 million in fees for drug applica¬ 
tions ranging up lo $ 1,50,000 per applica¬ 
tion. As a quid pro quo drug companies 
want the approval pressing time to average 
12 months instead of the present two years 
This would involve, among other things, an 
addition of 620 new dtug reviewers. The 
question however n how this will affect the 
review process. And this is important to third 
world countries because in many of them 
FDA approval is used as sufficient for been 
sing a drug for the domestic market 

Clearly, there is an urgent need to strong 
then the drug review process in our own 
country. As things aic now, the process of 
review lies essentially with the Indian Coun¬ 
cil of Medical Bcse.m h (1CMR) which must 
approve any new ding. But the process is 
neither independent nor objective. A case iri 
point is that ol Net-en, where there is reason 
to believe that the (hug had been approved 
for clinical trials without sufficient attention 
being paid to earlier data, or at least withoui 
sufficient critical analysis of the same. It 
hardly needs to be stressed that the cost 
benefit analysis trom the point of view ot 
the recipients ol a drug would include 
significant new factors in a pool third world 


country with low levels of literacy, inefficient 
health systems and no mechanisms for 
handling or even monitoring adverse drug 
reactions. 

POLITICS 

Symbolic but Significant 

THE coincidence of two events —one 
negative and the othet positive—at the first 
weekend of Scptcmhci adds a significant 
footnote to lomempotaiy history The two 
events wete, first, the NAM failure to take 
note of the imperialist powers' unilateral 
quarantine of the Iraqi sky and. the second, 
the contribution of the Indian people of lit¬ 
tle more than a token amount to the breach 
of the virtual economic blockade of 
Cuba imposed by its powerful continental 
neighbour. 

It was not merely the expressed opposi¬ 
tion from the US’s Gulf clients, Saudi 
Arabia and Kuwait, that prevented the 
Jakarta meet from taking cognisance of the 
US outlawry. More fundamentally, it wav the 
unarticulated timidity of the NAM stalwarts 
like India, Malaysia and Indonesia which 
smothered the collective voice. While these 
countries waved eloquent in protesting 
against the US impositions on the third 
world countries in vague and general terms, 
when the I urn came tor specific action, they 
lost courage 

Against this background, the collection of 
even, by today’s inflationary standards, the 
naltiy sum ot Rs 3 7 crore towaids purchase 
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of wheat and medical supplies as aid to the 
beleaguered '"uban people assumes a great 
international significance. It has an added 
meaning in the Indian context. After having 
promised a positive response to Cuba’s ap¬ 
peal for food aid, P V Narasimha Rao’s 
government had backed out in practice, 
though not in words, in the face of the 
punitive withdrawal of concessional food 
import facilities from the US. Last week, 
however, Washington restored these facilities, 
perhaps as a reward for India’s low key 
postures at Jakarta. 

Be that as it may, the collections in cash 
and kind, including blood donations to earn 
some cash, with the participation of some 
of India’s top intellectuals, artists as well as 
representatives of most of the national 
political parties is something of world 
significance, particularly at a time when the 
Miami-hased Cuban gangs hau- reportedly 
succeeded in roping in some of their 
Moscow-based blood-brothers for stepped 
up assaults on ihe ami-imperialist bastion 
in the Caribbean. I his, along with president 
Bush’s outspoken declaration that one of the 
reasons for his seeking a second term at the 
White House was to complete the unfinish¬ 
ed job of overrunning Cuba, forms the 
backdrop of India's popular contribution to 
that embattled island country, and by im¬ 
plication to Ihe resurgence of an anti¬ 
imperialist third world front. 

For the socialists of the world, this act of 
symbolic aid to Cuba has an added dimen¬ 
sion—a commitment to safeguard the histo¬ 
rical commitment to 4 dream of an alter¬ 
native social order, that is an alternative to 
the class-divided svstem 

SOUTH AFRICA 

Apartheid Digs In 

THE National Party in South Atrica is 
distressed by the ANC's determination to 
desist from negotiating with the government 
on future ‘post-apartheid’ arrangements, ac¬ 
cusing the latter of being selfish in failing 
to consider the interests of all South Africans. 
Even ignoring, for the moment, the creden¬ 
tials of the critic, the question nevertheless 
remains as 10 whose purpose is served by 
negotiations. In the two years since de Klerk 
assumed office and supposedly put South 
Africa on the so-called liberal path, the 
political process in the country has been an 
uneasy and volatile combination of modern 
tion and negotiations on the one hand and 
militancy and violence on the other. Much 
was made of the ambiguous character of the 
ANC as an organisation and the so-called 
tribal divisions among the South African 
blacks as a people in contrast with the 
popular legitimacy of the National Party’s 
negotiating credentials among the whites, 
particularly in the altermath of the 
reformation 

It does, howvcr, seem on recent evidence. 


following a spate of revelations by those 
associated with state repression for a long 
time, that the whites may themselves not 
represent a unified segment. The old strategy 
of‘total onslaught’ formulated by the State 
Security Council, deliberately created by the 
former president P W Botha to undermine 
civilian authority, remains an active force 
within the while establishment. General 
Christoffel van der Westhuizen, chief of 
military intelligence, continues to hold his 
post, as do at least five cabinet ministers— 
Pik Botha, Adrian Vlok, Tcrtius Delport, 
Magnas Malan and Kobie Coetzce- -simi¬ 
larly under suspicion, largely because of the 
mass of incriminating evidence accumulated by 
the intelligence against civilian incumbents 
regarding their complicity in the political li¬ 
quidation of black activists. Intelligence 
sources themselves have, reportedly, admit¬ 
ted the continuing threat of the ‘third force’ 
within the security establishment whose 
main aim is to prevent any concrete move 
towards a multi-racial society. 

The proliferation of what is described as 
’black on black’ violence or township kill¬ 
ings can be understood in the context of this 
mutually reinforcing and mutually anta¬ 
gonistic tendencies within the white esta¬ 
blishment-antagonistic because the ‘long 
view’ whites realise the inevitability of 
limited power sharing with the ‘moderate’ 
blacks which the hardline whites are loath 
to countenance and reinforcing because the 
de Klerk formula is based on a federal divi¬ 
sion that will splinter the blacks into a 
multitude of nations which, even as it under¬ 
mines the ANC, provides the third force a 
ready-made situation that facilitates its 
savage killings. The scope for trouble in the 
Cisket homeland was created by de Klcik's 
machinations which were successfully 
directed at engineering a rift between its 
leader Oupa Gqozo and the ANC, in a 
seeming replication of the feud between the 
Zulu homeland chief Mangosutho Buthciczi 
and the ANC 

The sudden enthusiasm on the part of 
civilian officials for presenting and im¬ 
plementing a proposal for blanket amnesty 
for all members ol the security forces and 
black resistance groups for politically moti¬ 
vated offences is illuminating, for it reveals 
an organic link between the hardline security 
establishment and the moderate political 
establishment. In fact Kobie Coetzce, one of 
those inciumnated in such offences and, fit¬ 
tingly for South Africa, presently minister 
of justice, was all haste to announce, falsely, 
an agreement with ANC to this effect. The 
only way out of this impasse for de Klerk 
is io accept Ihe ANC demand for an interim 
governmem. Of course, the ongoing closed- 
door negotiations between ANC and the 
government may yet produce an ad hoc solu¬ 
tion on way to implementing the interim 
solution. But the crucial question remains 
as to how much power de Klerk really com¬ 
mands within the state apparatuses. 
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TWENTY YEARS AGO 

EPW, September 2, 1972 

Soviet industrial growth has shown a 
marked deceleration in the first half of 
this year compared to January-June last 
year. Even though'Gosplan had planned 
for a slight slow-down in grosvth this year, 
it seems that the targets for 1972 may not 
be fulfilled. Industrial output as a whole 
rose by 6.8 per cent in the first half of this 
year as against 8.5 per cent during the 
same period in 1971. The main reason for 
the deceleration seems to be the fall in the 
growth of labour productivity to 5.4 per 
cent as against 7 per cent. The 1972 target 
for labour productivity growth is 6.1 per 
cent. The major slow-downs have been in 
light industry (3 per cent growth com¬ 
pared to 9 per cent), the food industry (2 
per cent against 4 per cent) and meat and 
dairy products (7 per cent as against II 
per cent). The slower progress in the food 
and light industries was partly due to an 
exceptionally cold winter which affected 
the wheal crop. 

The Brezhncv-Kosygin accent on con¬ 
sumerism to mop up surplus money has 
led to an enormous increase in the number 
of cars coming out mainly from the 
Italian-built Toglialti plant producing an 
adapted Fiat model. The increase in the 
production of cars was 44 per cent, total 
production amounting to 337,400 in the 
first six months of 1972. But some pro¬ 
ducts which keep the cars running were 
out of step, tyre output rising only by 9 
per cent and crude oil output 6 per cent. 
Automobile output as a whole was up 21 
per cent, the production of trucks going 
up 4 per cent to 294,300. The agriculture 
plan calls for a big increase in the oroduc- 
tion of tractors but here the rise jivas less 
than I per cent. 1 

Despite the slower growth in industrial 
output, the Soviet Union increased indust¬ 
rial profits by 9 per cent. This was achiev¬ 
ed at the expense of industrial workers' 
wages which rose only by 3.5 per cent. 
However, collective fanners' wages rose by 
5 per cent. The boom year for wages was 
1968 when the rise was nearly 8 per cent. 

Attempts to get more money out of the 
people seems to have begun to succeed; 
the rate of increase in savings fell to 14 
per cent (annual computed rate) from an 
average of 20 per cent over the past several 
years. But personal savings in banks in the 
Soviet Union still add up to a fantastic 
57,000 million roubles in search of 
something worthwhile to buy, even though 
retail trade turnover has risen by more 
than 7 per cent. In the first half of last 
year capital investment rose by 8 per cent, 
but this year the increase was down to 6 
per cent, the rise in agricultural in¬ 
vestments being 7 per cent going up to a 
total of 9,400 million roubles. 
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THE MARKETS 


More Operational Freedom for CCI 


D P Sharma 

THE Cotton Corporation of India can take 
justifiable pride in having liquidated during 
1991-92 the entire accumulated loss which 
stood at Rs 122.12 crorc at the end of August 
1988 and start the current year (1992-93) with 
the modest surplus of Rs 0.93 crore. Not 
many years ago, the corporation had to be 
extricated from the financial debris it had 
got buried under through a massive salvage 
operation—recoupment of losses by way of 
government loans amounting to Rs 92.50 
crore spread over 1983-84 to 1985-86. The 
CCI’s performance during 1991-92 is a con¬ 
tinuation of the success story beginning in 
1986-87 when it earned a net profit of 
Rs 17.45 crore which exceeded the aggregate 
profit of Rs 17.10 crore since its inception 
(without taking into account the losses it in¬ 
curred during this period). The decisive turn 
in the CCI’s declining fortunes is a good 
illustration of what efficient management 
with sound commercial judgment can 
achieve. 

While the corporation has done well dur¬ 
ing 1991-92, its claim about “setting new 
records in almost all areas of its operations” 
is questionable. The record purchase and 
sales turnover figures conceal more than they 
reveal. The increase is attributable entirely 
to the higher level of cotton prices. The 
average purchase price of cotton during 
1991-92 works out to Rs 7,043 per bale- 
up 51.9 per cent over the previous year’s 
figure of Rs 4,637. While the purchase 
turnover is up by 41,6 per cent from 
Rs 545.74 crore to Rs 772.62 crore, quantity- 
wise; purchases are down by 6.8 per cent 
from 11.77 lakh bales to 10.97 lakh bales. 
Likewise, while sales turnover shows an 
increase of 4 per cent from Rs 734.61 crorc 
to Rs 764.10 crore, quantity-wise sales are 
down by 23.4 per cent from 13.43 lakh bales 
to 10.28 lakh bales. The increase of 70.8 per 
cent in domestic sales from Rs 377.39 crore 
to Rs 717.16 crore reflects a much sharper 
decline of 86.9 per cent in export sales (due 
to the lack of additional export quota) from 
Rs 357.22 crore to a mere Rs 46 94 crore. 

Despite the increase in sales turnover, the 
profit before tax earned by the CCI during 
1991-92 at Rs 51.98 crore is down by 24.5 per 
cent from the previous year’s figure of 
Rs 68.85 crore And because of higher tax 
provision—Rs 24 crorc against Rs 6 crorc— 
the net profit shows a decline of 55.5 per cent 
from Rs 62.85 crorc to Rs 27.98 crore 

Few could have expected the CCI to im¬ 
prove upon the previous year’s record pro¬ 
fit which was attributable essentially to 
record exports (7.89 lakh bales) in an 
extraordinarily propitious international 
environment. Viewed in the context of the 


deepening recession in the cotton textile 
industry and the acute financial stringency 
faced by NTC and slate-run mills—the 
major clients—the volatile price fluctuations 
and the absence of any fresh export quota, 
the overall performance of the CCI can be 
regarded as quite satisfactory. 

That the CCI lias achieved a good 
measure of commercial viability through 
improved organisational capabilities and 
reorientation of its functioning may be 
readily conceded But it needs to be noted 
that the corporation’s financial profile would 
have been very different if it did not have 
the benefit of retaining the interest on 
government loans lullv provided for but not 
disbursed. The amount adds up to a total 
of Rs 72.38 crore. What is more, these loans 
carry a relatively low interest rale of 15.5 per 
cent to 17.5 per cent Unquestionably, the 
liquidity provided bv the retention of ac¬ 
cumulated interest on government loans has 
made an immense contribution to the cor¬ 
poration's profitability. The viability of the 
corporation's operations would be seriously 
atfectcd if it were to repay the accumulated 
interest (Rs 72 38 crore) on government 
loans which stand reduced from Rs 92.50 
crorc to Rs 77 62 crore This underlines the 
need for thoughtful financial restructuring 
to enable the CCI lo play the role envisag¬ 
ed for it under the textile policy. 

The working of the corporation should 
not be judged merely in terms of the profit 
it makes. A significant aspect of its func¬ 
tioning is its increasing participation in a 
number of extension activities which include 
distribution of pesticides and insecticides, 
production and distribution of certified 
seeds, surveillance of crops in collaboration 
with state agencies and technology upgrada- 
tion. TheCCLhas achieved noteworthy suc¬ 
cess in its efforts to reduce the contamina¬ 
tion in cotton by adopting various measures 
at different stages of ginning and pressing 
in factories. About 50 per cent of the cot¬ 
ton purchased by the corporation is process¬ 
ed to conform to the norms laid down by 
the Bureau of Indian Standards in respect of 
trash contents. This is no small achievement. 

The CCI has earned kudos, deserved and 
not-so-deserved, from the union minister of 
state for textiles, Ashok Gehlot. The cor¬ 
poration certainly deserves compliments for 
wiping out the entire accumulated loss of 
Rs 122.12 crore But there is little to support 
Gehlot’s reported statement that the cor¬ 
poration has been following the policy of 
striking a balance between protecting the 
interests of the cotton-growers by ensuring 
them remunerative prices and the interest of 
the poor handloom weavers by supplying 


cotton at reasonable rates to the mill sector. 
The CCT’s operations have been confined to 
effecting commercial'purchases against firm 
indents placed by mills—mainly NTC and 
state-run units - and purchases against 
export quotas. These have had little to do 
with any deliberate el tort designed to pro¬ 
tecting the interests of growers and/or 
handloom weavers. 

The corporation has developed sufficient 
organisational capabilities and skills to en¬ 
sure that fanners get remunerative prices for 
their produce and ro see that the textile in¬ 
dustry gets raw material ai reasonable prices. 
But the CCI can discharge these functions 
only if it is given requisite operational 
freedom to manage the supplwdemand posi¬ 
tion through expoits when prices tend to 
move against the interests of farmers and 
effect imports when ihc situation calls 
augmenting domestic availability to subserve 
the interests of the mill industry. Reconcil¬ 
ing the apparently conflicting interests of 
growers and the mill industry raises many 
ticklish issues. Cotton being an intricate 
commodity, it is always possible to question 
almost eveiy transaction. This point is best 
illustrated by the utterly futile and acri¬ 
monious debate in parliament over the alleg¬ 
ed loss incurred by the CCI in a petty ex¬ 
port deal in 1986-87 

In a brief assessment of the outlook for 
the 1992-93 cotton season, the CCI chief, 
M B Lai, has reckoned the opening stock at 
around 34.86 lakh bales and tentatively 
estimated the crop at 130 lakh to 132 lakh 
bales. The increased availability is likely to 
result in depression in prices which may, in 
turn, improve considerably the consumption 
in the domestic sector. The international cot¬ 
ton situation is expected to be very comfor¬ 
table and prices abroad should rule easy. 

The cotton crop may indeed set a new 
record if weather conditions remain 
favourable till about the beginning of 
October. Mill consumption is likely (o be 
influenced less by the level of cotton prices 
ihan by the demand for yam and clofh. if 
domestic mill consumption does not pick up 
appreciably, the increased availability of cot 
ton may precipitate a cusis of plenty. 
Whether prices will decline below the 
enhanced support prices is difficult to 
predict. However, in view of the hefty hike 
of 13-15 per cent in the support prices 
growers have little cause to complain. New 
Delhi will be well advised lo keep ready 
various policy options to deal with the 
emerging situation. Cotton found surplus 
after a realistic assessment of the domestic 
industry's requirements should be allowed 
for export even if it calls for some incentive 
for bridging the gap between domestic and 
international prices. Exports need to be 
routed through the CCI, the Maharashtra 
Federation and other co operative marketing 
agencies. 
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STATISTICS 


Index Numbers of Wholesale Prices 


latest 

(1981-82 = 100) 

Weight 

Week 
22-8 92 

All Commodities 

100 0 

226 7 

Primary Articles 

.12.3 

239 1 

Food Articles 

17.4 

276.7 

Non-food Articles 

10.1 

23.1.7 

Fuel, Power, Light and lubricants 

10? 

214 1 

Manufactured Products 

57 0 

222 0 

Coat of Liv?ng Index 


latest 

Base 

Month 

1992 

Industrial Workers 1982 100 

236 6 

Urban Non-Manual Employees 1984-85 100 

195' 

Agricultural labourers July 60 to 

105.8' 

June 61 100 


Money and Banking 


latest 
Week 
(7 8-92) 

Money Supply (Mjt 

Rs crore 

3,38.796 

Net Bank Credit lo Government .Sector 

Rs crorc 

1,70,522 

Bank Credit to Commercial Sector 

Rs crore 

1,99,945 

Net Foreign P'xch Assets of Banking Sector 

Rs crore 

20,409 

Deposits of Scheduled Commercial Banks 

Rs crorc 

2,46.441 

Foreign Exchange Assets 

Rs crore 

16,535 

Index Numbers of Industrial 

Weight 

Latest 

Production 


Month 

(1980-81 100) 


(May 92) 

General Index 

100.0 

203 8 

Mining and Quarrying 

11.5 

224 5 

Manufacturing 

77.1 

192 3 

Electricity 

11.4 

260.9 

Basic Industries 

39.4 

NA 

Capital Goods Industries 

16.4 

NA 

Intermediate Goods Industries 

20.5 

NA 

Consumer Goods Industries 

23.6 

NA 

Durable Goods 

26 

NA 

Non-Durable Goods 

21.0 

NA 

Foreign Trade 

Unit 

Latest 
Month 
(June 92) 

Export 

Rs crore 

3.835 

Import 

Rs crore 

5,600 

Balance of Ttade 

Rs crore 

1,765 

Employment Exchange Statistic* 

Number of Applicants on Live Register 

Uml 

latest 

Month 
March 92 

as at end of Period 

Thousand 

36,552 

Number of Registrations 

Thousand 

369 

Number of Vacancies Notified 

Thousand 

38 

Number of Placements 

Thousand 

26 

Income 

Unit 

1990-91 

Gross Domestic Product (current prices) 

Rs crore 

4,72,599 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2,10,477 

Per Capita Income (1980-81 prices) 

Rupees 

2,227 


Variation (per cent) 


Over 

Over 

Over 





Last 

Last 

March 

In 

In 

In 

In 

Month 

Year 

1992 

91-92*' 

90-91 

89-90 

88-89 

0.9 

7.7 

4 1 

13.6 

10.3 

7.5 

7.J 

08 

7 1 

6.1 

18.2 

13.0 

2.2 

4.9 

0.7 

11.7 

86 

20.2 

11.8 

1.2 

9.9 

1.2 

O.i 

15.8 

18.2 

17.0 

3.6 

-1.7 

-- 

8.4 

03 

13.2 

12.3 

3.6 

5.6 

09 

8 0 

3.6 

11.2 

8.4 

11.3 

9.4 



Variation (per ceni) 



Ovei 

Over 

Over 





Last 

last 

March 

In 

In 

In * 

In 

Month 

Year 

1991 

1991-92 

1990-91 

89-90 

88-89 

0.9 

17 6 

7 3 

13.5 

11.2 

6.5 

9.1 

10 

14.0 

1 6 

13.5 

11.0 

6.9 

8.2 

1.1 

23 9 

1 1 

19.3 

75 

3 2 

11.4 



Variation (per cent in 

brackets) 



Over 

Over 

Over 





Last 

Last 

March 31, 

In 

In 

In 

In 

Month 

Year 

1992 

91 92 

90-91 

89-90 

88-89 

1.126 

58,656 

23,712 

49,560 

36,242 

37,866 

30,877 

(0.3) 

(20.9) 

(7 5) 

(18.5) 

(15.7) 

(19.6) 

(19.0) 

10 

16,204 

12,228 

24,589 

21,477 

19,631 

12,771 

223 

29,187 

8.880 

24,173 

14,832 

23,184 

21,686 

-620 

11.727 

882 

10,098 

1,519 

85 

1.033 

3.575 

41.021 

15.683 

37,916 

25,583 

26,809 

22,105 

(1.5) 

(211) 

(6 8) 

(19 7) 

(15.3) 

(19.1) 

(18.7) 

-1,122 

13,296 

1,957 

9,017 

-1,710 

-600 

. -830 

(-6.4) 

(410.5) 

(13 4) 

(225.5) 

( 300) 

(-9.5) 

(-11.6) 

Averages for 


Variation (per cent) 




In 

In 

In 

In 

In 

1992 93 

1991-92 

1991 92 

1990-91 

1989 90 

1988-89 

1987 88 

203.6 

195.6 

0.1 

8.4 

8.6 

8.7 

7.3 

211 1 

204.5 

08 

4.5 

6.3 

7.9 

3.8 

193.8 

186 5 

1.4 

9 1 

8.6 

8.7 

7.9 

262.7 

247 4 

8 3 

7.8 

10.8 

9.5 

7.7 

NA 

NA 

4.3 

5.4 

99 

56 

9.2 

NA 

NA 

21 9 

22.4 

7.0 

15.9 

18.2 

NA 

NA 

5.6 

43 

II.5 

4.8 

4.4 

NA 

NA 

NA 

63 

4.2 

6.5 

7.1 

NA 

NA 

10 9 

1 7 

12.0 

7.8 

18.9 

NA 

NA 

5.2 

7.5 

2.5 

6.2 

4.9 

Cumulative for* 








In 

In 

In 

In 

In 

1992-93 

1991-92 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

11,500 

8,318 

43,978 

32,553 

27,681 

20,232 

15,674 



(35.1) 

(17.6) 

(36.8) 

(29.1) 

(25.9) 

15,981 

9,919 

47.813 

43,193 

35,416 

28,235 

22,244 



(10.7) 

(22.0) 

(25.4) 

(26.9) 

(10.7) 

- 4,481 

-1,601 

-3.835 

-10,640 

-7,735 

-8,003 

-6,570 


Cumulative for* 




In 

In 

In 

In 

in 

1992 

1991 

1991 

1990 

1989 

1988 

1987 

36,552 

34,890 

36,300 

32,776 

30,050 

30,247 

30,131 

1,254 

1.413 

6,258 

6,576 

5,963 

5,465 

5,535 

105 

114 

460 

600 

543 

621 

623 

67 

62 

254 

289 

329 

360 

351 

1989-90 

1988-89 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

4,01,569 

3,51,724 

2,94266 

2,59,055 

2,33,476 

2,08,577 

1,868,723 

1,99,329 

1,87,725 

1,70,041 

1,62,711 

1,56,600 

1,50,469 

1.44,865 

2,148 

2,078 

1,903 

1,866 

1,842 

1,811 

1,787 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. + Upto latest month for which data are available. NA- Not available. 

4 4 Provisional data. @ Quick estimates. 

Notes: (1) Superscript numeral denotes month to which figure relates, e g, superscript 1 indicates that the figure is for January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 
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COMPANIES 


Pathology of Small Industries 


Jairaj Kapadia 

THE second all-India census report of 
registered small-scale industrial units 
which has been just released by the 
Development Commissioner (Small Scale 
Industries) is not up-to-date. It covers 
small-scale units which were functioning 
and were registered as on March 31, 1988. 
The census, which was undertaken during 
the period 1989-91, features highlights of 
small-scale units, but emphasises also a 
growing number of sick units and increas¬ 
ing amount of funds outstanding on their 
part. Industrial sickness pervades small- 
scale units like it does large-scale units. 

The number of sick small-scale indus¬ 
trial units increased during the year from 
September 1989 to September 1990 from 
1,86,000 to 224,000, according to the cen¬ 
sus report. The amount of funds outstan¬ 


ding by them recorded an increase from 
Rs 2,243 crore in September 1989 to 
Rs 2,611 crore in September 1990. This 
was the amount outstanding in a total in¬ 
vestment of Rs 9,296 crore in fixed assets 
in the 5.82 lakh functioning units in regard 
to which the data was processed in the 
census report. 

The frame for the second census com¬ 
prised a much larger number of 10.55 lakh 
units which were on the registers of the 
directorates of industries of states and 
union territories as on March 31, 1988. Of 
these, however, some units after initial 
scrutiny were weeded out, some others 
could not be traced, some more were 
found closed during the census enumera¬ 
tion process and some did not supply 
data, leaving 5 82 lakh units for which 


The Week's Companies (Rs lakh) 


Financial Indicators 

Dr Reddy’s Laboratories 
March March 

1992 1991 

Cheminor Drugs 
March March 
1992 1991 

tiernil Everest 

March March 
1992 1991 

Income /expenses /profits 

Net sales 

9991 

5093 

3297 

3343 

8688 

8217 

Other income 

116 

80 

28 

108 

218 

168 

Raw materials consumed 

6524 

3448 

2208 

2457 

4415 

4425 

Power and fuel 

117 

75 

73 

63 

209 

1% 

Other manufacturing expenses 

466 

166 

59 

41 

29] 

291 

Labour cost 

369 

230 

76 

58 

1199 

1243 

Other expenses 

746 

718 

147 

116 

1023 

1183 

Operating profits 

1893 

795 

747 

693 

1629 

966 

Interest charges 

407 

358 

236 

213 

42 

30 

Gross profits 

I486 

4.37 

511 

480 

1587 

936 

Depreciation 

173 

121 

77 

75 

96 

87 

Profits before tax 

1313 

316 

434 

405 

1491 

849 

Thx provision 

285 

15 

9 

64 

670 

357 

Profits after tax 

1028 

301 

425 

341 

821 

492 

Dividends 

76 

66 

106 

97 

148 

123 

Liabililies/assels 

Paid up capital 

328 

219 

417 

324 

493 

493 

Reserves and surplus 

1298 

455 

1276 

626 

2066 

1535 

Long term loans 

541 

817 

565 

999 

185 

1 

Short term loans 

1081 

712 

935 

525 

160 

4 

Other liabilities 

1424 

1367 

787 

87’ 

3324 

2874 

Gross fixed assets 

2144 

1556 

1679 

1301 

2789 

2337 

Accumulated depreciation 

563 

•390 

311 

233 

1384 

1302 

Inventories 

1703 

1.302 

1058 

1148 

2369 

1896 

Of which finished goods 

690 

603 

538 

477 

999 

838 

Receivables 

856 

651 

758 

412 

741 

349 

Loans and advances 

419 

205 

182 

268 

605 

497 

Cash and bank balances 

129 

262 

129 

108 

638 

581 

Investments 

2 

3 

10 

10 

461 

540 

Other assets 

— 

— 

472 

317 

9 

9 

Total liabiliiies/assets 

4672 

3570 

3980 

3348 

6228 

4907 

Key financial ratios 

Hi mover ratio 

2.14 

1.43 

0.83 

1.00 

1.39 

1.67 

Return on sales (ft) 

14.87 

8.58 

15.50 

14.36 

18.27 

11.39 

Return on investment (ft) 

31.81 

12.24 

12.84 

14 34 

25.48 

19.07 

Return on equity (8%) 

63.22 

44.66 

25.10 

35.89 

28.27 

24.20 

Earning per share 

31.36 

13.78 

10.19 

10.51 

16.64 

9 97 

Dividend (ft) 

30 

30 

30 

30 

30 

25 

Book value per share (Rs) 

49.58 

30.84 

76.58 

76.32 

58.87 

41.21 

Current market price 

550 

— 

255 

— 

295 

— 

P/E ratio 

17.54 

— 

25.02 

- 

17.73 

- 


processing was done. 

Units reponed sick were 38.49 per cent 
of the total. As for the amount outstan¬ 
ding by the sick units, it worked out to 
28.09 per cent of the total investment. 

On the positive side, the census records 
that the 5.82 lakh functioning units 
employed a total of 36.66 lakh persons 
during 1987-88 and with a working capital 
of Rs 7,148 crate manufactured 7,449 pro¬ 
ducts and produced goods and services 
worth Rs 42,972 crore. Maharashtra, Gu¬ 
jarat, Tamil Nadu, Uttar Pradesh, West 
Bengal. Karnataka, Andhra Pradesh and 
Punjab together accounted for 60 per cent 
of the employment, investment and pro¬ 
duction in the small scale units. Goods 
worth Rs 2,499 crore were exported by 
4,554 units. The compound annual growth 
rate of production for the period 1972-73 
to 1987-88 was 11.8 per cent (at constant 
prices) and in employment it was 5.5 per 
cent. Exports growth amounted to 13 per 

cent per annum. 

* * * 

Dr Reddy’s Laboratories and Cheminor 
Drugs are the long shot promotions of 
K Anji Reddy, who is chairman of both, 
which from their modest beginnings early 
in the last decade have made it big by their 
expansion plans of only a few years back. 
Their financial results for the year ended 
March 31,1992, which appear in the table 
alongside, bear witness to this. So also the 
big value their equity shares now com¬ 
mand on the market—Dr Reddy’s Labora¬ 
tories scrip of Rs 550 as against RsI12.50 
in March 1991 and Cheminor Drugs scrip 
of Rs 255 as against only Rs 67.50. Eter- 
nit Everest, a member of the Belgian Eter- 
nil group, which is in the business of fibre 
cement products and accessories, and 
which is a third company in review here, 
has excelled in its Iinancul year ended In 
March, 1992. 

Dr RFDDY’s I ABOKAfDRIES 

Climb to Leadership 

The results of Di Reddy's laboratories 
are described as impressive by the direc¬ 
tors of the company as they refer to the 
94.26 per ceni growth in gross sales from 
Rs 5,295 77 lakh to Rs 10,287.78 lakh, the 
phenomenal 241 35 per cent improvement 
in nei profit from Rs 301.19 lakh to 
Rs 1,028.12 lakh and the 91.48 per cent rise 
in exports front Rs 8.22 crore to Rs 15.74 
.crore. The principal contributors to these 
results, the directors report, are the fluoro 
qutnolcne antibacterials, namely, norflox¬ 
acin. ciprofloxacin, enrofloxacin and 
pelloxacin, the manufacture of which was 
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covered in (he expansion plan drawn up 
dunng the *.r 1988-89 and which have 
accounted lor nearly 60 per tent ot the 
company’s exports during 1991-92. The 
company has become a dominant force, 
in the opinion of its directors, in the area 
of fluoro quinolenc antibacterials, and 
with its plans to introduce several new 
fluoro quinolene antibacterial drugs, it 
will retain its leadership in this dings stg 
ment It also made during the year a 
beginning in export of finished phmma 
ceutical preparations with export ot 
ciprofloxacin worth Rs 1.10 erore 

Expansion apart, the key to Dr Reddy's 
Laboratories’ success appears to lie in 
strategic take-over of existing small but 
full-fledged drugs units Hen/e\ l-dbiitd- 
tories, a neatby basic drugs manufactur¬ 
ing company, became lust a subsidiary ot 
Dr Reddy's labor atones, af'ei the latter 
look over its management dating 1985-86 
and opened scope toi the manufacture ol 
semi synthetic poii' iliiu like arnpicillin, 
amoxycillin and cctitieilexm, and was 
merged with it subsequently m October 
1989. During 19929.1, tlie company ae- 
quned another neaiby mm, the loss- 
making Kitshiia Alchenis, whose acquisi¬ 
tion is to enable manufacture ot some of 
the inlet mediates at reduced cost. 

The expansion and modernisation of 
the formulations division has meanwhile 
sersed the company vei y well, as with in¬ 
creased opeiations. tt has been able also 
to service more than adequately the shate 
capital as it was increased first by a 
modest (1 21) rights nsue at a Rs 15 
premium per share dmir.g 19X9 90 and 
then by a 1:2 bonus r me during 1991 92 

CHEMINOR DRUGS 

Export of Drug 
Intermediates 

Chetninor Drugs is trailing Dr Reddy’s 
Laboratories, but with expansion of pro¬ 
duction of bulk drugs and intermediates, 
it is set to do equally well. Its sales of new 
products. Diltta/em and Famotidine, in¬ 
creased by 275 per cent and 244 per cent, 
respectively, during the year to March 
1992. It also started export ot drug in¬ 
termediates of a substantial amount with 
total export earnings in foreign exchange 
amounting to Rs 13.11 crore. It also in¬ 
troduced during the year import substitu¬ 
tion drug intermediates, like Cyclopro- 
pylaminc and N Methyl-4 Piperidone, 
whose contribution to business is expected 
to be substantial duting the current year. 
Furthermore, the first phase expansion 
near Wag has been completed, with sales 
till June 15 , 1992 amounting to Rs 132 35 


lakh. Sufficient infrastructure has been 
created in the new plant lor introduction 
of new products with incremental 
investments. 

The directors express confidence about 
ihe future outlook by observing that the 
company has positioned itself as an im¬ 
portant supplier of bulk drugs and inter¬ 
mediates to the pharmaceutical industry 
Several projects are currently being 
devrlojied to yield strategically important 
products, while the company is actively 
put suing projects in the arras of custom 
mannUcturing and production of new in¬ 
termediates to serve the requirements of 
muhinational companies operating in the 
pharmaceuticals, plant protection and 
allied ficids. They will take a long lead 
nine, but will result in a substantial growth 
of business and will position the company 
as a leading force in the Field of bulk 
drugs and organic intermediates In ex 
ports, to cover the important American 
market, a company by the names of 
Reddy Cheminor has been incorporated 
in the US and is to be made now a sub¬ 
sidiary with an investment of $ 3,50,000. 

The dividend covers an increased share 
capital following I lie conversion into equi¬ 
ty shares of the balance of Rs 320 out of 
the Rs 420each 14 percent 1,32,500fully 
convertible debentures which were issued 
during 1989. The conversion at Rs 35.71 
premium for the Rs 10 shares has resulted 
in an increase in the share premium ac¬ 
count trom Rs 66.25 lakh to Rs 392.32 
lakh. 


F.TERN1T EVEREST 

Strong Technical 
Back-Up 

Eternit Everest has excelled in Financial 
results despite recessionary conditions in 
the industry and the devaluation of the 
rupee in July 1991, followed by partial 
convertibility in February 1992, resulting 
in a steep rise in the cost of import of the 
principal raw material, raw asbestos. But 
the company withstood these conditions 
apparently with th^ strong bacTi-up of its 
technical collaborators, REDCO, SA, 
Brussels, which is the research wing of 
hterouiremer, SA, Belgium, as part of the 
company’s position as a member of the 
Belgian Eternit Group. 

The company has been absorbing tech¬ 
nical know-how from the collaborators for 
the development of new-technology flat 
sheets and improvement of asbestos ce¬ 
ment products, translating it into a defin¬ 
ed production programme. This helped 
realisation from sales to improve during 
the year and with effective cost control 
profits were satisfactory, according to the 
directors. As a reflection of the position 
of a member of the Belgian Eternit 
Group, the name of the company, "which 
was changed in October 1983 from the 
original Asbestos Cement to Everest 
Building Products, was again changed in 
September 1990 to Eternit Everest. 
F.teroutremer, SA, Belgium, the holding 
company of the Eternit Group has a 49.5 
per cent stake in the company. 


The Centre for Research in Rural & Industrial Develop¬ 
ment (CRRID) is organising a Four Weeks Training 
Course on Research Methodology to Study Com- 
munalism. This course has been sponsored by the 
Indian Council of Social Science Research (ICSSR), New 
Delhi. The course will be held from December 1 to 
December 31, 1992. 

Applications are invited from Rcsearchers/Teachers 
latest by 30th October, 1992 for joining the above 
Training Course, addressed to the Course Director, 
Centre for Research in Rural & Industrial Development, 
2-A, Sector 19-A, Madhya Marg, Chandigarh 160 019. 
The participants selected will be provided board and 
lodging and also to & fro find Class train fare. 
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IN THE CAPITAL MARKET 


Bay Liners 

Bay Liners (BLL), promoted by 
V S Prasad Reddy, is setting up a 100 per 
cent EOU to undertake exports of tuna, 
tuna line fishes, sharks, etc. The pro¬ 
posed capacity of catch is 800 tonnes per 
annum. 1b finance it in part, the com¬ 
pany is entering the capita! market on 
September 16 with a public issue of 
20,80,000 equity shares of Rs 10 each at 
par aggregating Rs 2.08 crore, out of 
which Rs 30 lakh worth of equity shares 
are earmarked for NRls. T he BLL, in 
association with Hoko Fishing Company 
of Japan, will be exploring the tuna fish 
in the Indian exclusive economic zone. 
Hoko, one of the five companies in 
Japan dealing in marine products, 
besides giving technological help, has ex¬ 
ecuted a 100 per cent buy-back agreement 
with the BLL for its products initially for 
five years, renewable in periods of five 
years at a time. The BLL has made ar 
rangements for a highly sophisticated 
42-metre ultra low temperature luna 
longlinei to be built by Niigata Engineer¬ 
ing Company, Japan. The vessel is 
expected to be delivered by Match 1993 
and will have a sea endurance of 55 d; ,.s 
of non-stop operation. The freezing 
system of the vessel will facilitate the 
freezing of fish at - 60 degrees cen¬ 
tigrade, which will enable BLL to sup¬ 
ply the best quality of the Sashmi grade 
tuna. A seven-member expert team fiom 
Hoko will train the Indian crew and 
oversee the commercial operations in the 
first two years. The total cost of the pro 
ject is Rs 12.35 crore. Shipping Credit 
and Investment Company of India has 
sanctioned a term loan of Rs 8.15 crore 
in foreign currency at an interest rate of 
7.75 per cent per annum. Marine Pro¬ 
ducts Exports Development Authority 
has come forward with an investment of 
Rs 27 lakh. The promote .' contribution 
is Rs 1.85 crore. SB1CAP are the lead 
managers to the issue. 

Transgene Biotek 

Transgene Biotek is setting up a Rs 8.1 
crore project to manufacture biochemical ’ 
test reagents with an installed capacity 
of 115 lakh nos per annum and ELISA 
test reagents with an installed capacity 
of 53 lakh nos per annum. The project 
will be financed by equity of Rs 3.40 
crore (promoters: Rs I crore, NRIs: Rs 60 
lakh and Indian public: Rs 1.80 crore), 
unsecured loans of Rs 42 lakh from the 
promoters and term loans of Rs 4.28 
crore (including foreign currency loan o( 
Rs 1.22 crore) from IDBI. The company 
will complete the first phase of its pro¬ 
ject in October this year and the second 


phase in April 1993. lata Consultancy 
Services, who had been commissioned to 
conduct a detailed survey to ascertain the 
demand for diagnostic tests reagents as 
well as the limitations of the existing 
available reagents to assess the market ac¬ 
ceptability for the company’s products, 
estimated the cut tent demand for various 
biochemical and El ISA test reagents at 
about 3,775 lakh tests a year. To part 
finance its project, the company is enter 
ing the capital market on September 23 
with a public issue of Rs 18 lakh shares 
of Rs 10 each at par. According to 
Kotcswaia Rao. managing director of the 
company, its biochemical kits will not 
only be import substitutes but will cost 
at least 35 per cent less than the imported 
ones of the same quality and so little or 
no competition 's expected on the 
domestic front. It e, obligatory on the 
part of the compare, to export 25 per 
cent of its production per year tor a 
period of five years. Sales for three years 
based cm capacity utilisation of 45 per 
cent, 60 per cent and 75 per cent will be 
Rs 5.97 crorc, Rs 7 96 crore and Rs 9.95 
crore respectively Ihe shares will be 
listed on the stock exchanges of Bombay, 
Hyderabad and Delhi SBl CAP and 
State Rank of Hyderabad arc the lead 
manager to the tssii.i 

Toshniwal Agrochem 

1 he Rs 20 crore Toshniwal group is on 
a diversification spree Its plans cover 
electronics, bulk drugs, dyes and dve 
intermediates plus agrochemicals 
Toshniwal Agrochem. making a public 
issue of 26 lakh equity shares of Rs 10 
each at par on September 14 with SBl 
Caps and BoB as the lead managers, is 
to give shape tc sonic of these proposals 
with a project costing Rs 11.18 crore and 
covering manufacture of dyestuff and 
dye intermediate: in the first phase and 
agrochemicals in the second phase. f'ha,.>; 

I of the project at M1DC, Tarepur, in 
Thane district, Maharashtra, has already 
come into commercial production from 
April this year and Phase II, to be com¬ 
pleted by December, is to follow with 
commercial production in February next. 
The project is to cover manufacture of 
dyes like fast bases and CPC green 
pigments, dye intermediates like ortho 
anisidine, para anistdine, ortho toludine 
base, menthol or lurpines and meta 
chforo aniline, and agrochemicals like 
fcnalcrate technical and cyper-methrm 
technical. For marketing and distribution 
of dyestuff and dye intermediates the 
company has tied up with Pfistcr 
Chemical Inc, USA, which will sell the 


products in 'he Far East and the US, and 
for agrochemicals with Pillar Inter¬ 
nationa! Inc, Ianvan, which will buy 80 
per cent of the production The project 
cost of Rs 11.18 crorc is to he financed 
with Rs 8 crore equity (the promoters' 
contribution to the share capital being 
Rs 3 20 crore), term loans of Rs 3 03 
crorc from Ban 1 of fljuxl.i and subsidy 
of ks 15 lakh 

R R Metli Pharma 

R R Medt Phnrma, which is taking up 
a project for the manufacture of I V fluid 
in disposable medium-density poly¬ 
ethylene (MDPE) bottles, using the 
‘form-fill-seal' technology, at a cost of 
Rs 11.83 crore, is issuing Rs 1.6 croic 
share capital and offering Rs 1.5 crore of 
il in Rs 10 equity shares at par to the 
public on September 14, with SBl Caps 
as the lead managers of the public issue, 
f he company is promoted in the assisted 
sectoi by V Raman and the Tamil Nadu 
Industnal Development Corporation. 
The project at Chingleput, Thmil Nadu, 
is to commence commercial production 
in Decembct this year. It is to be financed 
with equity of Rs 4 46 crore, subsidy of 
Ks 20 lakh, loretgn currency loan of Rs 4 
crore .m l rupee loan of Rs 2.77 crore 
The project has been appraised by 
the IDBI The company has appointed 
Gujarat Inject as technical consultants 
foi Rs 20 lakh fee for providing detailed 
engineering, erection of the plant and its 
commissioning into production. GIL is 
.subscribing Rs 10 lakh to the company’s 
share capital. 11DCO also has subscrib¬ 
ed for Rs 10 lakh. Import of ar, auto¬ 
matic FFS bottling machine has been 
contracted for with Rornmelag of 
Switzerland and of the autoclave with 
Gctmg of Sweden The MDPE as the 
mam raw material wti! also be imported 
fiom BASF ot Germany, although the 
company Ira. the option io buy locally 
produced I !>PF tiom IP< i andHDPE 
fiom i’ll and produce MDPE granules 
itself, cm io prexute MDPE from IPCJ. 
and Reliance Industries. Die company is 
prcsenrly mark-.Iing filL's 1 V fluids, 
which it will cease to do on commenc¬ 
ing commercial production It is pro¬ 
posed to export 50 lakh Miles as against 
the production capacity envisaged of 140 
lakh bottles per annum. Demand for 
I V fluids in FI S hollies in the country 
was placed at 805 lakh Dottles in 1990-91. 
it is estimated this will increase to 1,680 
lakh bottles by 1995 96 

-JK 



CIVIL LIBERTIES 


Secrecy and Judicial Proceedings 

A G Noorani 


The pubhc and the press have a right to attend criminal courts 
unless there is an overriding public interest which requires that the 
proceedings be in camera. 


SECRECY increases the volume but 
debases the quality of evidence, the 
Salmon Commission on tribunals of 
Inquiry remarked. We tend to forget this 
wise warning. The terrorist and Disiup- 
tive Activities (Prevention) Act, 1987 has 
a provision which bears the marginal note 
‘Protection of Witnesses'. It is section 
16(1) which icverses the rule of public 
proceedings and provides that proceedings 
before a Designated Court under the Act 
shall be in camera unless the pubhc 
prosecutor deigns to apply—and thus 
graciously accords his permission—that 
they he held in public 

In contrast, section 5 of the Commis¬ 
sions of Inquiry Act, 1952 confers a 
discretion on the commission to decide 
whether to sit in private or in public, but 
restricts that discretion thus: “Provided 
that a commission shall sit in private on 
a request being made by the central 
government in that behalf Section 16 of 
TADA is its direct opposite in the rever¬ 
sal of the norm. But section 5 of the Act 
of 1952 leaves nothing to the discretion 
of the commission once the central 
government asks for private hearings. No 
guidelines as to the grounds on which 
alone it can so apply are laid down. Nor 
are state governments accorded the same 
right. 

Section 16(3) empowers the Designated 
Court to issue orders for avoiding men¬ 
tion of names and addresses in the court 
records accessible to the public; to issue 
directions for securing that the identity 
and addresses of witnesses are not dis¬ 
closed; and even to order “that all or any 
of the proceedings pending before such a 
court shall not be published in any 
mariner”. 

On May 20, S M Siddickk, judge of the 
Designated Court trying the Rajiv Gandhi 
murder case, made the following order: 
"None of the proceedings pending before 
this court shall be disclosed by any of the 
parties or advocates representing them or 
any of the witnesses either to the press or 
to any unauthorised persons!' In public in¬ 
terest. it was further ordered that “all or 
any of the proceedings pending before the 
Designated Court with regard to the trial 
of Rajiv Gandhi assassination case shall 


not be published in any manner. Any per¬ 
son who contravenes these directions shall 
be punishable with imprisonment for a 
term which may extend to one year and 
with a fine which may extend to Rs 1,000 
under Section 16(4) of the TADA Act” 

The judge also ordered that the identi¬ 
ty of 179 of the 1,044 witnesses in the case 
be kept scciet. In the Indira Gandhi 
murder case and some other TADA cases, 
proceedings were doubtless held m 
camera But the penalty and imprison¬ 
ment clause was not invoked. One can, 
perhaps, concede the necessity for in 
camera proceedings in cases where ler- 
lorism is manifest. Otherwise no witness 
would depose. But the discretion should 
belong to the court, not to the government 
or its lawyer. 

But what is one to say ot the order 
made on April 22 by special judge 
V K Kulkarni in the Antulay case? He 
debarred the press from publishing 
anything about an application moved on 
behalf of the complainant, Ramdas 
Nayak. on a request made by the advocate 
for the accused, A R Antulay. He had a 
sore throat and was unable to speak. He 
asked that nothing should be published 
in the press until he could give a reply to 
the application filed by the prosecuting 
counsel The judge thereupon said that 
the hearing of Nayak’s application be 
deferred and restrained the press from 
publishing anything concerning its con¬ 
tents meanwhile: “I direct that nothing 
should be published in the press regarding 
the filing of the application (Exhibit No 
431) and its contents” (Indian Express, 
April 231. With respect, the order was 
both uncalled for and unconstitutional. 

One is reminded of the Mirajkar case. 
KMD Thackersey had filed a libel case 
against R K Karanjia, editor of Blitz. It 
was heard by Justice V M Tkrkunde in the 
Bombay High Court. One witness, Goda, 
was recalled to give further evidence. He 
asked that his evidence be not reported 
since reports of his earlier testimony had 
harmed his business interests. Justice 
Tarkunde made an oral order to that ef¬ 
fect. though the proceedings continued in 
public. Surprisingly, Justice Ihrkunde 
refused to make an order in writing, 


though he was properly requested to do 
so by the defence counsel the next day. 
The Bombay High Court refused to issue 
a writ to one of its own judges to quash 
the order. Naresh S Mirajkar, correspon¬ 
dent of Blitz , and others moved the 
Supreme Court in this landmark case 
(AIR 1967 Supreme Court 1). Nine judges 
heard it. Eight judges dismissed the peti¬ 
tion. Justice Hidayr.tullah alone dissented 
and opined that the petition should be 
allowed. He pointed out what the 
majority had overlooked—-that the order 
was perpetual in the term of the ban and 
it was made while the proceedings were 
public. 

Surely the judiciary is part of ‘the state' 
as defined by Article 12 of the Constitu¬ 
tion and is, therefore, bound by the fun¬ 
damental rights and is therefore amenable 
to writs for their enforcement. As H M 
Scervai points out in his work Constitu¬ 
tional Imw of India (Fourth Edition, 1991, 
Vol I, p 3%) Justice Tarktindes’ order was 
clearly violative of the freedom of speech 
and expression. There are English rulings 
which would support the view that such 
an order is a nullity and can be disobeyed 
with impunity. 

In the Richmond Newspapers Inc case, 
the US Supreme Court ruled unanimously— 
except for dissent by Justice Rehnquist, 
now the chief justice—that the public and 
the press have a right to attend criminal 
courts unless there is an overriding public 
interest which requires that the proceed¬ 
ings be in camera. 
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INTERNATIONAL AFFAIRS 


Indo-Pak Relations: Getting to 
the Roots 

GPD 

Liberals and secularists in India have almost instinctively banished 
the reconstruction of the subcontinent from their agenda, thinking 
that it is a Hindu nationalist demand. 


WE have chosen on purpose to comment 
on Pakistan foreign secretary Shahryar 
Khan's visit to Delhi quite late. He was 
also busy with the ‘nikah’ of his son in 
Bhopal. One should allow some time for 
that and also for liberal hopes. The 
liberals were euphoric about Indo-Pak 
relations for a while, and why should not 
they be? The Khan from Pakistan made 
the right kind of noises. He said that the 
Shimla agreement is the one within the 
terms of which the Kashmir problem has 
to be resolved. There appeared to be some 
unfreezing of the snows in the Siachen 
glacier. That was enough to set liberal 
hearts aflutter. 

India must be the only country where 
the business of power in international 
politics is taken to be inherently rational. 
And so the argument that ‘goodwill’ can 
and will play a major role in sorting out 
Indo-Pak problems holds such tremen¬ 
dous sway. Even the Americans, from 
whom the most of our liberals get their 
arguments, never underestimated the 
ideological and the power factor and they 
did ensure always that their view of the 
world was imposed on the world. This is 
not to say that we can or should do that, 
but only to point out that whereas 
everywhere else international politics is a 
long, hard business of power and con¬ 
flicting (dr harmonious) world-views, for 
the Indian media, or at least some sections 
of it, it is only a matter of our realising 
that Pakistan is not all in the wrong. 

Well, no state ever is. Even Reagan and 
Bush would find it hard to argue that 
Brezhnev’s Russia was all in the wrong. 
If it was, that was because Brezhnev’s view 
of the world-order was wrong. Hence it 
was ‘an evil expire’. One can be near- 
certain that a mirror-image of that view 
existed in Nioscow as well. What the 
so-called end of the cold war has demon¬ 
strated is quite simply that the mirror im¬ 
age in Moscow is completely shattered. 
The socialist mirror does not any longer 
exist in Europe. It is therefore erroneous 
to describe the recent phenomenon in 


Europe as ‘end of the cold war’. It is the 
unmitigated defeat of a given ideology or 
a Weltanschauung in Europe. 

What is missed in our discussions of 
Indo-Pak relations is the basic question: 
if there is an irresoluble conflict in the 
Pakistani view of the world and the Indian 
one, why should the military-theological 
polity of Pakistan (or the democratic- 
theological polity as it undoubtedly was 
under Benazir Bhutto) be interested in ap¬ 
pearing to be accommodative towards the 
democratic-secular polity of India? We 
obviously are on shaky ground here. Many 
would argue that the Indian polity is 
neither democratic nor secular. But then 
many would argue that Brezhnev’s Soviet 
Union was not socialist either. Unfor¬ 
tunately that was not the American view. 
Similarly in the case of India, that is 
neither the BJP nor the Pakistani view 
either. The BJP thinks that the Indian 
polity is pseudo-secularist. The Pakistanis 
are simply not interested in the trappings 
of secularism and democracy. However, in 
an argument of that kind, a critique of 
a given political party in power is confus¬ 
ed with a critique of the polity. India is 
a secular democratic state. The Congress 
Party, or the Janata Dal for that matter, 
may or may not be secular or democratic 
If we did not accept that, then the entire 
raison d'etre of the argument against ‘Hin- 
duisation’ of this or that aspect of our 
public life would collapse. Wfe might then 
as well herald the Vishwa Hindu Parishad 
as a legitimate body—which, if India is 
a secular democratic polity, it cannot be. 

In brief, this means that there is an 
ideological problem with fakistan which 
may not always, or ever, be articulated in 
ideological terms of whether the polity is 
secular Or theological. But the problem is 
there. The argument also extends to 
Kashmir and Punjab. The question is not 
if they should continue to be parts of 
India. The question is whether religious 
identity can and should be treated as 
national identity. The lef. in India had 
thought that it could be so treated at one 


stage Fortunately they have moved away 
from such a patently false and untenable 
position. No matter how suave and ac¬ 
complished, and even modern, Pakistani 
diplomats happen to be (and some of 
them are pictures of modernity and 
suaveness), they cannot escape the rigours 
of the fundamentalist regime in their land. 
A fundamentalist regime would com¬ 
promise itself if it were seen as accom¬ 
modating a secular state. It cannot 
happen. 

This is the reason why Shahryar Khan’s 
grand diplomacy was undone by the 
Nawaz Sharief regime within hours. The 
Khan said that the Shimla agreement 
provides the framework within which the 
Kashmir problem can be talked abou*. 
Sharief wanted NAM and also the Untied 
Nations to intervene in the matter. As if 
that'were not enough, Pakistan took a 
position on the Ayodhya question which 
is clearly none of its business. The 
Babri Masjid committee showed some 
tactical wisdom and considerable nimble- 
footed ness in its diplomatic stance when 
it condemned the Pakistan position im¬ 
mediately. No sensible relationship bet¬ 
ween India and Pakistan is possible if 
Pakistan cannot see the utter futility, and 
perhaps the counter-productive outcome, 
of taking an irresponsible position op the 
Babri Masjid question. Can there be any 
doubt in anybody’s mind in Islamabad 
that the state of Uttar Pradesh is a part 
of India and what happens there is un¬ 
equivocally an internal affair of India? 
Why should that be so difficult to 
understand? 

The question is not whether India or 
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Pakistan is guilty ot such excesses. The 
question is« hv cannot the Murals and the 
secularists Icam a basic lesson - that the 
partition of India has made our (and their 
as well) problems infinitely worse than 
they would have been. A story, may be 
apocryphal, is told of Maulana A/ad 
Way back in 1947-48 a young politician 
asked him apropos the partition if it were 
not a fact that the Hindus and the 
Muslims here were not particularly loud 
of each other. To which t! " Manioia 
replied that that might he •<-. hu; m i fsci 
community could hope to gam .mvliung 
by internationalising that dislike li would 
seem that the simple h om ia.it the 
Maulana was trying to tea h )u. .till 
not been learnt Shabi,:u Khan’' m 
J N Dikshtt's polish and •.moiulinc'.s <. an¬ 
no! take care ol the piohlern The IK I I- 
does not seem r<- und -r md t; Mot do 
the Khahstanis. if. iitviah and the 
seuilartsts have .ii.nos' <'iu tin. lively 
banished the reconstuicOo'i ol iho sub¬ 
continent from then agenda, think.ng that 
it is .1 Hindu natiouaiis' demand The 
truth ts that the Hindu nationalists would 
lose (heir rt/ison tl'i lr? il Akliand Bharat' 
wete evei to thiealeii to he a reality 1 hey 
are not interested in it In tact they do not 
want it. It is doubtful if they even want 
Kashmir valley to stay in Indi.i 

Bui lorget parly line'- lm a while i he 
truth is that there cantin' 1>^ a solution to 
any major Indo-Pak prob'em unlr ss they 
and we ate willing to jointly consider a 
post-cold w,m (to u ,e a popular r hchc lor 
want of a better term) pohtisal arrange 
ment for India and hjkisi.t.i luidoubtcd- 
ly it is a long pioees' Mil tticre is no reason 
why it cannot begin Ba’.kamsa'ion of 
fxxit and backward stair'', produces blood¬ 
shed and iruseis, as the Hugos' t* es.unple 
has amply demonstiaud let ah'ue 
Kashmir, all the slate' ol !u !•„■ ,;,u! •" .• 

provinces of Pakistan v.ui*V, (■•■ a p.i. v n» 
a grand coalition arid ■< ucmmic u ■: 
federation- The Shahrv.u Khans and the 
J N Dtkshits cannot hope to move much 
forward unless then political bosses v .in 
see the utter futility of the ptesem pattern 
of Indo-Pak politics. I’he killings will go 
on, whether by the stale forces or by ihe 
various self styled hbi ration foiccs But 
they are unlikely to make any impact The 
astonishing aspect ot subcoiitmental 
politics is that wliether it is me killings in 
the name of religion -or the sophisticated 
and suave diplomatic exchanges~ 
ultimately they all come to nothing. India 
(in pre 194"? terms) is a land of supreme 
indecision oi ol tumultuous decisions. 
Nothing midway woiks here. It is even less 
likely to wotk in the ease of bilatetal pro 
blcms between India and Pakistan. 
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COMMENTARY 


Securities Scam: The Systemic 
Origins 

A Special Correspondent 

In its investigation of the securities scam, the JPC has to go 
beyond individuals and seek answers to systemic problems. To do 
that it has to look into the record of the government and the RBI 
in regard to the formulation of monetary and financial policies 
and the management of the financial system—not just over the 
last few months or one or two years but over a longer period. 


THE detection of the massive fraud in 
dealings in securities of banks and finan¬ 
cial institutions raises matters of grave im¬ 
portance for the country’s financial 
system. The public observations of 
members of the Joint Parliamentary 
Committee (JPC) and the critical com¬ 
ments in the media have emphasised the 
need to unravel individual culpability in 
the whole episode, which is no doubt im¬ 
portant. The phenomenon of corruption 
in public institutions is indeed pervasive. 
The successive reports of the Janakira.nan 
Committee have brought out how, for a 
large segment of the financial system, 
crooked deals and frauds were the order 
of the day. 

It is important, therefore, to fix 
individual responsibility and bring the 
guilty to book. But there are fundamen¬ 
tal questions which the JPC and the in¬ 
tellectual community in the country 
should be addressing. Frauds do occur the 
world over and probably each one is sui 
generis because it is perpetrated by 
individuals with ingenious ways of 
circumventing regulations and establish¬ 
ed procedures. But, as the Reserve Bank 
of India’s Annual Report for 1991-92 has 
itself admitted, all types of banking and 
Financial institutions—public, private, co¬ 
operative and foreign—have befcn deeply 
involved in the present episode. This 
clearly points to a systemic failure. 
The questions that need to be probed, 
therefore, are more basic: (i) Could a fraud 
of such gigantic proportions have been 
sprung all of a sudden from nowhere? Is 
it not likely that the germs of the disease 
had been active over a period of many 
years? And (ii) what has been the con¬ 
tribution of the economic policy regime, 
as well as the broader political and social 
environment, to spawning a development 
of such wide ramifications? 

The approach of the JPC members as 
well as the media seems to be too narrow 
and the whole probe may not produce any 


new insights or make a- significant con¬ 
tribution to evolving checks and balances. 
Apart from pointing their guns at ruling 
party politicians in power, the JPC 
members and the press have focused their 
attack on the finance minister and the 
governor of the Reserve Bank of India. 
The RBI governor’s contention in 
repeated statements has been that he had 
inherited a legacy of a deficient system 
which became a natural breeding ground 
for fraudulent practices, that he had smelt 
a rat and ordered an enquiry and that 
when he sought to catch the thieves and 
stopped certain of the transactions the 
whole fraud got exposed. 

Without holding a brief for anyone, it 
needs to be pointed out that the pre¬ 
occupation with individuals distracts at¬ 
tention from a deeper probe into more 
relevant issues. Take the case ol the func¬ 
tioning of the RBI. The present governor 
has been in office for less than two years. 
The notorious issue of portfolio manage 1 
ment by foreign banks predated his arrival 
on the scene. It had surfaced in March 
1989 but the RBI had, despite a strong 
case for banning it altogether, prescribed 
the laughable lock-in-period>of one year. 
What had been responsible for the ob¬ 
vious lapse in the decision-making process 
in the RBI? When did the rot set in? 

Those who are familiar with the work¬ 
ing of the banking system will point to the 
many unhealthy practice* which provide 
a fertile ground for fraud or, at the very 
least, treating lightly the central bank's ef¬ 
forts to enforce discipline. There are cases 
of senior RBI officials, after their retire¬ 
ment, accepting advisory positions with 
foreign banks. It is also widely known in 
banking circles how a great deal of 
pressure was brought to bear upon the 
present RBI governor to permit a recent¬ 
ly retired deputy governor to take up the 
chairmanship of the local advisory board 
of one of the foreign bank. Or take the 
cases of retired senior RBI functionaries 


serving on the boards of major private 
sector companies, and as many as 10 or 
even 20 of them at a time. 

The attack on individual incumbents 
diverts attention from these broader issues 
of public probity. The JPC.' should be pro¬ 
bing these practices as well as those 
associated with appoiniments to senior 
positions in the RBI. There is the widely 
known instance of the chairman of a 
relatively small commercial bank in the 
eastern region that had built up a record 
of all-round incompetence being foisted 
on the RBI as a deputy governor over the 
heads of many senioi bankers, eyebrows 
were raised in banking circles ovci how 
this official, totally unequal to the 
onerous task, had presided over some of 
the most vital depattments--banking and 
inspection, exchange control, large in¬ 
dustrial accounts and administration — 
for a full decade from 1982 lo 1992. How 
carl an institution like the RBI, so deeply 
involved in ihe well-being of the economy, 
not be affected by such blatantly coloured 
appointments? 

Politicians have a lot more to answer for 
in regard to the second question relating 
to the socio-political environment which 
has fostered the rutting of corners After 
the euphoria over economic liberalisation 
manufactured by Rajiv Gandhi, there was 
a time when the financial system had 
become the handmaiden of a >vw in¬ 
dividuals like Karnaljit Singh of the Bank 
of Baroda, Phcrwani of the UTi and 
Ratnakar ol Canara Bank, all of whom 
showed scant respect for the rules of the 
game. And they got away with it because 
they had significant political clout which 
they used to systematically cock a snook 
at the RBI Since the late 1980s, many 
foreign banks have been aggressive par¬ 
ticipants in this game of throwing to the 
winds (he rules of (he game Any mean¬ 
ingful history of the financial system 
during this period must systematically 
chronicle these goings-on and bring out 
how a coirupt and shortsighted political 
leadership at the very top allowed frec- 
play to such fly by-rught operators and in 
the process destroyed the vitality of the 
financial system The JPC should indeed 
concern itself with these vital issues. 

The foreign banks, combined with 
the Karnaljit Singhs, Pherwanis and 
Ratnakars, have caused the entire bank¬ 
ing system to lose its moorings. The 
system has forgotten its basic functions of 
deposit mobilisation and lending; instead 
bankers have been led to believe that their 
salvation lies in slick treasury 
operaiions—even operations of a com- 
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pletely fictitious nature. The result has 
been that run I lending has been neglected 
and the share oi priority sector advances 
has dwindled conspicuously. This has 
been the position since March 1985 when 
the RBI’s focus shifted decidedly to a nar¬ 
row monetary (M3) targeting exercise, un¬ 
mindful of all societal considerations in 
monetary and credit policy formulation. 
This arose out of a blinkered monetarist 
view of inflation which has long been well 
and truly discredited in serious literature. 
This signal was enough fot the banking 
system to shift its focus away from rural 
and priority sector lending. The politi¬ 
cians reacted to this development in an 
equally thoughtless manner, that is, by 
resorting to loan ‘tnelas’ and loan waivers 
which did further damage to the finan¬ 
cial system and, not least of all, to the in¬ 
terests of the poorer sections of borrowers. 
The bureaucracy ’s response to all this has 
been typical- -to seek nuvour for the 
financial system in I Ml World Bank 
prescriptions. 

Is the securities si am unrelated to the 
new-found enthusiasm lor tieasury opera¬ 
tions, ignoting the banks’ basic functions? 
This bungs us to the significant question 
of the policy environment encouraging 
such prolonged treasury operations. This 
environment was created by the premature 
and utterly adverntunst linkage that was 
established between the money and capital 
markets This 'achievement' has been a 
constant retrain ol all recent monetary 
policy pronouncements. Irrespective of 
what happened to the real economy, a 
rapid proltleration of financial transac¬ 
tions has been sustained because funds are 
enabled to move to the share markets and 
raise share prices to dt//y heights. The 
market capitalisation of equities listed 
with I he Bombay Stock [exchange had 
reached Rs 2,76,434 crote at the end of 
March this year while it had been a little 
less than one-fourth of that sum, 
Rs 75,348 crore, just a year earlier. 

Here at least it must be said to the credit 
of the RBI governor that he repeatedly 
sounded notes of warning in the early 
months of March this year on the ex¬ 
cessive heating up of the stock markets 
and declared that he would not hesitate 
to ask financial institutions to unload 
scrips in their possession if the trend in 
share prices was not corrected. He had 
convened a meeting of the heads of major 
financial institutions in March for eliciting 
suggestions fot curbing the speculative 
trend in equity prices There were not a 
few who then questioned the RBI gover¬ 
nor’s wisdom and advised him not to 
dampen the revival of the economy as 
supposedly reflected m the booming share 
markets. He was told to mind his own 
business as the RBI governor and not in¬ 


terfere with the behaviour of the stock 
markets. And now he is being held ac¬ 
countable by the same people for not tak¬ 
ing timely action in regard to the share 
prices boom, it was widely reported that 
even the mandarins in the finance ministry 
were distressed at the governor’s insistence 
on enforcing a more rational behaviour 
pattern on the share markets, on the 
ground that this would come in the way 
of the government successfully selling rhe 
equity of public sector undertakings as 
required to meet the IMF/World Bank 
conditionalities. 

While the scam has certainly exposed 
the RBI for its inefficiency in operations, 
poor market intelligence and archaic- 
inspection and supervisory systems, the 
manner in which the RBI has acted to 
establish links between the various chains 
in the fraudulent transactions is to be 
commended. It has also acknowledged the 
dangers of linking the money market with 
the capital market too soon, though it is 
unlikely the system will learn the lesson. 
It is now clear that between Harshad 
Mehta and the State Bank of India the 
fraud would have been hushed up had the 
RBI governor not intervened to stop the 
roll-over to the broker from the National 
Housing Bank (NHB). 

Whether as a follow-up to the scam or 
not, the RBI has taken some decisive steps 
in the recent months. It has banned ready- 
forward deals in government securities 


except treasury bills (treasury bills now 
amount to over Rs 7,500 crore for the 
banks to pay with) and double ready- 
forward deals in all securities including 
treasury bills. It has also issued fresh 
instructions to ensure observance of 
norms and enforce discipline in providing 
bill finance, including strict avoidance of 
accommodation bills and regulation of 
banks’ bills portfolios vis-a-vis finance 
companies. Market reports indicate that 
these measures have put the foreign banks 
under pressure and acted as a damper on 
their questionable- activities. And it is 
indeed a sorry spectacle to see the Indian 
financial media representing the foreign 
banks’ interests in a brazen manner and 
seeking the reversal of these few sensible 
measures which may be said to constitute 
the positive fall-out of the securities scam. 

Reports suggest that the JPC has 
sought enough papers and documents 
from the RBI, banks, financial institu¬ 
tions and the government to fill half of 
parliament house. The JPC will be buried 
under the debris of these papers if it does 
not plan in advance what to look for. Be 
that as it may, the JPC has to go beyond 
individuals and seek answers to systemic 
problems. To do that it has to look into 
the record of the government and the RBI 
in regard to the formulation of monetary 
and financial policies and the manage¬ 
ment of the financial system—not just 
over the last few months or one or two 
years but over a longer period. 
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Jute Mill-Owners’ Offensive 
against Workers 

Blren Roy 

The 50-day strike of jute workers and the agreement signed at the 
instance of the West Bengal chief minister have failed to blunt the 
jute mill-owners’ offensive against the workers which has been 
going on for some years. 


JUTE textile workers have a long tradi¬ 
tion of waging united strike struggles. In 
January 1984 they fought a strike battle 
for 84 days—the longest strike battle in 
jute workers’ history—after which an 
industry-wise tripartite settlement was ar¬ 
rived at. The agreement included wage in¬ 
crease, maintenance of 2.5 lakh working 
complement, implementation of 90 per 
cent permanent, 20 per cent special badli 
(workers who should be given work lor 
220 days in a year) of working comple¬ 
ment on the basis of 18 shifts in a week 
and payment of provident fund, gratuity, 
bonus and other dues to the workeis. But 
the jute barons violated most of (fie 
clauses of the agreement The unde 
unions in the jute industry protested 
against the violation of the agreement and 
unitedly organised many one-day tos.cn 
strikes. The agreement of 1984 expired m 
1987. The different unions submitted a 
strike notice on February 4, 1988 and 
again a tripartite agreement was reached 
at on February 23. An ad hoc wage in¬ 
crease of Rs 40 per worker per month was 
granted and the rate of neutralisation for 
DA was raised from Rs 1.30 to Rs 1 50 per 
point rise or fall in the cost of living in 
dex. The management agreed to settle all 
other issues within three months. 

In the meantime, that is between 1984 
and 1987, many important developments 
took place in the industry. (I) The entry 
of synthetic granules was al'owed by the 
central government. Synthetic packaging 
gradually replaced jute packaging and the 
question arose whether jute was going, the 
indigo way. (2) The workers’ complement 
was reduced from 2.5 lakhs to about 2 
lakhs. (3) A split occurred in the Indian 
Jute Mill Association (IJMA), the 
100-year-old sole representative body of 
mill-owners and 24 out of 59 jute mills 
dissociated themselves from the IJMA. (4) 
Some of the mill-owners outside the 
IJMA refused to pay the wages agreed 
upon in the 1984 agreement. Eight mills 
paid less wages in this way. 

There has been a revival in jute industry 
especially since 1989-90. There was inter¬ 
national recognition that synthetic 
packaging was harmful for packing food 
items and medicines. So the demand for 
jute goods revived both in the domestic 
*“d the international markets. Since 


1989-90 production of raw jute has in¬ 
creased to 9 million bales against the 
erstwhile noimal production of 8 million 
bales. Production ot jute goods also in¬ 
creased. Whereas in 1987-88 it was about 
12 lakh MT, in 1990-91 it was more than 
4 lakh MT. There was a rise in export of 
jute goods. In 1987-88 the total value of 
export of jute goods was Rs 225.94 crore 
and in 1990-9! tho rose to Rs 298.84 crore 
The jute industry was again seeing golden 
days. As a resuit jute mill-owners made 
reasonable profits In 1991 the industry 
earned a profit of about Rs 227 crore. 
But the workers’ plight worsened. Pro 
duction of jute goods had increased with 
a reduced complement of workers which 
meant that the workers' work-load had in¬ 
creased. Moreover, on an average eight 
mills icmained under lock-out by rotation. 

I he workers’ complement was gradually 
reduced to I 5 lakhs Some mills worked 
20 or 21 shifts in a week. The work-load 
mi the workers under such conditions can 
easily be imagined. The new owners who 
took over the locked-out mills are not in¬ 
dustrialists, but are speculators connected 
with the jute trade. Ihking advantage of 
the economic misery of the workeis of 
mills closed for prolonged periods due 
to lock-out, these owners have forcer) 
workers to accept reduced wages and 
retrenchment as a precondition for open 
ing some of the mills 

Many jute mill-owners have been 
deducting from wages the workers' -hare 
of ESI and PF but have not been depo 
suing the amount with the concerned 
authorities. They are in default in regard 
to PF of about R> 80 crore and ESI of 
about Rs 30 crore. Many retiring workers 
did not gel their gratuity dues. The total 
amount of unpaid gratuity would be 
about Rs 70 crore. The jute mill-owners 
did not honour many clauses of the agree¬ 
ments arrived at in 1984 and 1988. 

Against this background, different 
unions in the jute industry submitted a 
fresh charter of demands in April 1991 
The charter of demands included wage in¬ 
crease as well as implementation of dif¬ 
ferent clauses of the agreements of 1984 
and 1988. At the initiative of the Bengal 
Chatkal Mazdoor Union, all the unions, 
including the 1NTUC and BMS unions, 
met and chalked out a joint programme 


But when the question of a continuous 
strike arose, the INTUC and BMS unions 
backed out. The left trade unions decided 
to launch a continuous strike from 
January 17. The strike call created 
enthusiasm at the base and the INTUC 
was forced to agree to the continuous 
strike, but the date of the commencement 
of the strike was shifted from January 17 
to January 28 The end of December, or 
the first week of January is generally con¬ 
sidered by the unions as the best time for 
a strike So the question arose whether it 
was wise to shift the date ot the strike. It 
was surely correct raetics to shift the date 
of the strike in order to rope in the 
INTUC. Otherwise an all-in united strike 
would have not been possible. Seven jute 
mills (fisc NJMC mills, one WB govern¬ 
ment mill and one workers’ co-operative 
mill) were exempted from the strike. The 
strike began on January 28. Because of 
the unity achieved, the strike was complete 
in all the mills and about two lakh workers 
were involved At the time when the strike 
began, four mill , were under iock-out. 

1 hen-fore, the strike took place in 48 mills. 

I he strike was absolutely peaceful. A set¬ 
tlement was arrived at on March 17, after 
50 days of the strike. The settlement could 
be arrived at mainly at the instance of 
Jyoti Ba.su, chief minister of West Bengal. 

1 ighteen unions of jute workers signed the 
agreement. 1 he agreement included wage 
increase of Rs 90 per month (for 26 days 
oi 208 hours) foi all categories of work¬ 
men with el feet from the date of signing 
of lhe agreement The rate of neutralisa¬ 
tion of DA would be raised from Rs 1.65 
to Rs 1.75 per point over 1,000 points. AH 
wot kers would get an increase of Rs 9.80 
m DA. The agreement also laid down that 
a ttiparttu- committee would be appointed 
by the state government to examine the 
issues ot workeis' complement and man¬ 
ning having regard to the 1984 agreement, 
it was also stipulated that some other 
committer, would be fotmed to examine 
various aspects of the demands raised by 
the nade unions. 

I he strike continued for two months in 
fmu mills winch refused to pay the in¬ 
creased wages as per the agreement, after 
winch it was withdrawn without achieving 
any result Alice the strike the minimum 
wages ot a jute worker stood at Rs 1,950.95. 

It had been Rs 1,665 before the strike. But 
the increased wages were not enjoyed by 
all the workers employed in the jute in¬ 
dustry. A considerable section of 
workmen are deprived of the increased 
wages. 

The outcome of the strike has raised 
many questions. The main question is 
whether ii was proper to enter into the 
agreement on the advice of the chief 
minister. When all the unions agreed on 
the settlement, it was not possible to con- 
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tinue the strike. But at the same time it 
is a fact that the strike has not solved 
many of the f undamental problems faced 
by jute workers. Though more than five 
months have elapsed since the settlement, 
the proposed official committee on 
workers’ complement and manning has 
not yet been formed. The problem of 
badli workers also remains unsolved. As 
mentioned above, all the workers are not 
enjoying the benefits of increased wages. 
The problem of default in payment of 
ESI, PF and gratuity remains as it was. 
Moreover, after the strike, the employers 
have mounted an offensive against the 
workers. Seven or eight mills have been 
locked out after the strike. Indirect 
retrenchment and increase of work-load 
have taken place in many of the mills The 

RAJASTHAN 


COMPARED to the other states in India 
Rajasthan is more frequently affected by 
drought, The year 1987-88 was perhaps 
the worst drought year ot the century. All 
27 districts and almost all villages of the 
state were affected by drought during that 
year. In a society where agriculture is the 
main economic activity, the first genera 
lion effect of drought is observed in the 
form of decrease in production via dec¬ 
rease in area and productivity. It also af¬ 
fects demand and supply of inputs and 
agricultural products and their prices. 

The second generation effect of drought 
is observed in the form of decrease in 
employment and income. But aflected 
families as well as government and volun¬ 
tary oiganisations intervene and try to 
reduce the extent of fall in income and 
employment. Therefore, the observed level 
of employment and income is the net 
result of effect of drought and such in¬ 
terventions. Some results of a study con¬ 
ducted to assess the effect of 1987 drought 
and the adjustment mechanism adopted 
by rural families to mitigate its effect arc 
presented here. 

The study was conducted in two drought- 
prone tehvls (Beawer and Kherwara) of 
Ajmer and Udaipur districts of Rajas¬ 
than, India. Four villages in each tehsil 
and 40 families in each village were 
selected randomly. The ultimate sample 
included 227 farmers, 35 labourers, 14 


workers feel frustrated. That the settle¬ 
ment of the strike did not generate much 
enthusiasm among the workers was proved 
by the fact that the victory rally held at 
Sido-Kanhoo-Dahar was attended by a 
few hundred workers only. It was also 
strange though about two lakh workers 
fought unitedly for 50 days, no solidarity 
campaign was organised by the C1TU or 
others in support of the strike. 

The strike and its outcome have failed 
to blunt the offensive of the employers 
against rhe workers which has been going 
on toi some years. The trade unions in the 
jute industry, particularly the BCMU 
which spearheads the movement of the 
jute workeis, (aces an uphill task in devis¬ 
ing ways ol fighting effectively against this 
offensive. 


rural artisans, 15 petty traders and 29 
salaried persons Both macro and micro 
data were collected. The situation in the 
drought year (1987-88) was compared with 
the most recent normal year (1983-84). 
[The data used in this paper were collected 
as a part of ICAR Adhoc Research Pro¬ 
ject. (Acharya S S, ‘Socio-Economic Impact 
ol 1987 Drought in Rajasthan’, Final 
Report, department of agricultural 
economics, Rajasthan Agricultural 
University, Udaipur, 1989).) 

FlRSI (il Nt-RATION EFFttl 

The land use data of selected districts, 
tehsils and villages revealed that substan¬ 
tial areas remained unsown during the 
drought year (Table 1). The decrease in net 
sown area was 18.8 to 30.8 per cent. 

Perpetual droughts did not allow the 
farmers to mitigate its effect by banking 
on ground or surface water carried from 
previous years. Nearly 90 per cent of the 
irrigation was by wells or tube wells and 
only 10 per cent by surface sources. Dur¬ 
ing the drought year, all surface sources 
and 7^ per cent of wells dried completely. 
In the remaining wells, water table 
decreased by 78 per cent. As a result, the 
gross irrigated area decreased by 87.1 per 
cent on sample farms. 

Not only net sown area and irrigated 
area decreased but cropping intensity and 


gross cropped area also decreased. The 
gross cropped area decreased by 30.5 to 
49.2 per cent. The decrease in rabi crops 
area was significantly more (61.3 to 91 per 
cent) than the decrease in kharif crops 
area (8.2 to 24.1 per cent). 

Apart from the decrease in area, 
farmers’ efforts to sow crop were wasted 
due to poor germination and they had to 
do repeated sowings. Even in the normal 
year, 5.8 per cent farmers had to do sow¬ 
ing more than once. But in the drought 
year, 47.8 per cent had to do it twice, 29.2 
per cent had to do it thrice and 8.9 per 
cent had to do it four or more times. 

Even after repeated sowings, most 
farmers did not get a normal harvest. 
Nearly 69 per cent farmers could not 
harvest anything and 14.2 per cent farmers 
could harvest only fodder in the drought 
year. Here again, there was clear difference 
between kharif and rabi season crops. 
While rabi season crops fared better, 
kharif season crops failed. Nearly 74.5 per 
cent growers of kharif crops did not get 
anything, not even fodder and 13 pier cent 
could get only fodder. 

Grain yields of kharif crops decreased 
by 94 per cent or more and of rabi crops 
by 17 to 100 per cent. The yields of by¬ 
products also decreased ranging from 20 
per cent to 100 per cent. Naturally, the 
decrease in production was more than the 
decrease in yields because of reduction in 
cropped area. 

The productivity of livestocks (cows, 
buffaloes, goats and sheep) also registered 
significant decreases varying from 22 to 
33 per cent. The decrease tn production 
of livestock products was more than the 
decrease in productivity. The decrease in 
production was 44.6 per cent in the case 
of wool and 58.8 per cent in the case of 
milk. 

Prices of some consumer goods, in¬ 
puts/services and assets purchased or sold 
by rural floor families were also analys¬ 
ed. I he results are presented in Thble 2. 

Prices of consumer goods, viz, edible 
oils, sugar, jaggery and kerosene oil in¬ 
creased by 46 to 92 per cent during the 
drought year. Prices of inputs like seeds, 
feeds, tractor and thresher services and 
diesel which are purchased by majority of 
the farmers increased by 13 to 94 per cent 
in the drought year. The prices of dry and 
green fodder, firewood, milk and ghee 
registered much higher increases ranging 
from 88 to 348 per cent due to general 
shortages in the drought year. 

The wages of human labour and bullock 
labour decreased by 29 to 40 per cent. 
These are the items usually sold by the 
farmers to supplement their incomes. 
During the drought year, prices of unirri¬ 
gated land decreased by 18 per cent but 
of irrigated land increased by 43 per cent 
for obvious reasons. Price of cattle and 
buffaloes also decreased but the decrease 


Drought and Response of Rural 
Families 

S S Acharya 

In 1987-88 all 27 districts of Rajasthan were affected by severe 
drought. A report presenting some results of a study conducted to 
assess the effect of the drought and the adjustment mechanism 
adopted by rural families to mitigate its effect. 
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was less in the prices of milch cow/buf- 
faio than in the price of dry cows and buf¬ 
faloes. Prices of smaller animls (sheep and 
goats) did not decrease (rathei they in¬ 
creased) because these animals can survive 
under harsh conditions and have low de¬ 
mand for fodder resources 

Not only that farmers had in nav more 
for items bought by them, they also had 
to contend with lower prices for various 
assets and labour sold by them The price 
structure moved against rural population 
during the drought year 

AtMiisiMt ni Mr hanisms 

To compensate lor the erosion m in¬ 
come and purchasing power, farmers used 
various ajustment mechanisms. During 
drought year, sample families borrowed 
funds from both institulionai and non- 
institutional agencies for both production 
and consumption purposes. Half of the 
sample families adopted this adjustment 
mechanism. Average amount borrowed 
per borrower family was Rs 3,720. Seventy 
per cent of borrower families borrowed 
for consumption purpose, but it was only 
51.6 per cent of the total burrowed funds. 
Out of the total borrowings, 42 8 per cent 
were from institutional agencies and 57 2 
per cent were from non-inshnmonal .’^ai¬ 
des. Most of die consumption credit (49.8 
per cent) was from non-in.,tiiut<onal agen¬ 
cies which charged veiy high rales ot in¬ 
terest, in some cases going op -o 60 pci 
cent per year. Ir is worth noting that 
availability ol consumption credit fiom 
institutional agencies is vciy limited. 

There was only a single case of land 
transaction (0 32 ha) among'.! --ample 
families. The farmers who could not com¬ 
mand adequate grazing and (odder re 
sources resorted to sale of their livestock 
at whatever price they could fetch. Other 
group of rural families who could com¬ 
mand such resources purchased livestock 
but supply far exceeded the demand. Thus 
many farmers had to abandon theii live¬ 
stock to fend for themselves. The data in 
Tbble 3 reveal that during the drought 
year, 10 per cent of livestock was sold and 
7 per cent abandoned. There were some 
sales and abandonment in the normal year 
also but it was many times more in the 
drought year. Sales were mainly to Com¬ 
pensate the erosion in incomes but partly 
also due to lack of resources to feed them. 
Abandonment was resorted by owners 
because they could not see their animals 
die for want of fodder and water. 

The investment and disinvestment in 
productive assets like irrigaiion equip¬ 
ment, construction and deepening of 
wells, land levelling, and transport equip¬ 
ment during the drought year were also 
examined. It was found that none of the 
sample families liquidated any of these 
assets. However, the investment in these 


productive assets was much lower or 
almost negligible as compared to the 
previous normal years. 

In the case of consumer durables, in¬ 
vestment was reported by 9.1 per cent 
families and liquidation was reported by 
4.1 per cent families. Thus there was no 
indication of net aggregate disinvestment 
in consumer durables during the drought 
year. 

Ijo-ss in income and absence of econo¬ 
mic activities due to drought forces the 
families to change their social behaviour 
and life styles. The results of this study 
indicated that there was no spurt in thefts 
except for illegal cutting of trees from 
government or community lands. There 
was no increase in social conflicts and 
litigations but there was slight increase in 
the use of liquor and tobacco. There was 
decrease in expenditure on social customs 
and festivals, and decrease in participa¬ 
tion in religious activities and fairs. There 
was definite decline in family and social 
ties. There was higher drop-ourt and lower 
enrolment in schools, and there was clear 
accentuation in lire process of deforestation. 

Incomf- Employment and 
Consumfi Ion 

I he occupaiional structure underwent 
a significant change. As shown in Table 4, 
workers engaged in agriculture decreased 
bv 50 |ier cent, who got employed as non- 
agricultural labourers, mostly outside 
their own villages in nearby towns or on 
fat in ix relief works. The data in Table 5 
show that only 1.6 per cent families could 
get full employment in famine relief pro¬ 
grammes. Partial employment was provid¬ 
ed to 78.7 per cent families and 2.8 per 


cent families could not find employment 
tn relief programmes. 

The estimates of income presented in 
Thble 6 show that there was no decrease 
in money value of income at current 
prices. It showed an increase of 17 per 
cent Undoubtedly, there was significant 

Tabu 2 l h-sni.i in I'kkts in Sampii 

Vili m. i s in ini Dam out Yfarovcr 
Nokmai iisk 


Hems 

Per Cent 


Change in 
Drought Year 
c*ser Normal 
Year 

Gonsumeis goods 

hdiblc ml-, 

i 74.0 

Sugar and jaggery 

+ 92.0 

Kerosene oC 

4 460 

Inputs 

Seeds 

+ 943 

1 ccds/cakc.' 

+ 609 

Hiring ol im.ioi 

+ 46.0 

Hiring ot thresher 

+ 39.0 

Prices sit du-cl 

+ 13 0 

Products'by prodwis 

Toddcl gin'll 

+ 230 0 

I odder Try 

+ 348.0 

) irewoosl 

+ 93 0 

Mills 

+ 154.0 

Ghee 

+ 88.0 

Human-hullo.k lat-our 

Waxes of h'ltri.iii labour 

- 29 0 

Hiring of buIlixA, 

40.0 

AnscIs 

l-and Imitated 

+ 43.0 

Gnirng iH-d 

- 18 0 

I iiesiotk ( nw in milk 

- 8.0 

l)rs ,nw 

- 90 0 

jioliat-i in milk 

- 29.0 

Di v h i Halo 

87 0 

Built*, ks 

- 49 0 

(. anrc-l 

22 0 

Guai 

+ 118 0 

Sheep 

+ 79 0 

Poultry birds 

+ 100 0 


T SBI L I F.HECrOf DstOI CMr ON l AND l>t ANl* i PI l l'IM, 


Particulars 

Net Tt)dl 

Year (NY) 

II 

Per ( ’em 
Dcuease in 

DY o.er NY 

1 Net suv. n used in 




Selected districts ('(XX) ha) 

74/t 4 

60 S 5 

18 8 

Selected lehsils ( 000 ha) 

■’6 4 


30.8' 

Selected Milages (’(XX) ha) 

2 1 

1 r 

23 8 

2 Irrigated area on ample fat ms by 
Wells*lube wells (ha) 

J 18 0 

1 7 1) 

- 85 6 

Surface sources (ha) 

14 0 

\\ f' 

100 0 

Total 

132 0 

1 O 

-87 I 

3 Gross cropped area (’000 ha) 

Selected districts 
hharif crops 

593 7 

' u w 

- 8 2 

Rabi crops 

429 7 

if6 5 

-61 3 

Total 

1023 4 

711 * 

-30.5 

Selected tehsils 

Kliurif srops 

68 5 

» '\ 

24 1 

Rahi srops 

41 : 

T 

91 0 

Total 

109 / 

< 7 

49 2 

Selected villages 

Khan 1 crops 

2 0 

i /> 

20.0 

Kabi crops 

0 9 

M 1 

88 9 

Total 

; 9 

i; 

-41 4 

4 Intensity of cropping (per cent) 
Selecied districts 

137 1 

117 s 

14.3 

Selected tehsils 

143 (, 

105 3 

-26 7 

Selected villages 

138 1 

106 2 

-23 t 
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change in the structure of income. The in¬ 
come from ctoj sector declined by 42.5 
per cent. Its contribution in (he total in¬ 
come decreased from 32.6 per cent to 16 
per cent. There was almost an equal 

Tabi i 3: Lioi'ioaiion or Livisnv k 
Assfts duping Drought Yi a* 

Per Cent of Livestocks Sold 
or Abandoned in 
Normal Year Drought Ycat 



Sold* 

A ban 
dimed 

SnliJ* 

Aban¬ 

doned 

Bullocks 

1 

0 

s 

X 

Cows 

0 

0 

0 

:6 

Buffaloes 

1 

0 

10 

h 

Heifers 

3 

0 

7 

M) 

Young stock 

4 

1 

3 


Sheep/goats 

4 

(> 

14 

• • 

Total 

2 

* ♦ 

10 

7 


Notes: * Ncl of purs liases 
•• Negligible 


Tahi t 4 On miioMi Don Him iimmoi 
Worm rs in Ni >rm m and Drib tui i 
Y > SR 


Occupation Noimal 

Dioughl Pci Cent 

Ycai 

Year 

< hangc 

Agriculture 

OS 

SO 

Agricultural 



labourers 19 

v -> 

* 16 

Non agnculluial 



labourers S9 

168 

t 519 

Artisans and 



trading <X 

<>s 

t 64 

Salaried job i5 

’9 

i 5 

Tblal 9^2 

916 


Tabi i 5 Dimkihuiuin oi 1- 

-VMM ItS 

Al l IIRDINI, ID Fvit N1 

OI 

L\1PI t irMI 

M FRP’ 


Particulars 

No of 

Percentage 

} dimlies 

ot Total 

(i) Did nol need 

S4 

16 4 

(li) Employed in FRP 



(a) Partially 

282 

7S 7 

(b) Fully 

< 

1 6 

Sub toial (ii) 

257 

80 1 

(hi) Did nol gel 



employment in FRI‘ 4 

2 8 

Total 

320 

100 0 


Note: * KRP—famine Relief Programme 


decrease in the salary income. The in¬ 
crease in income due to liquidation of 
assets was 519 4 per cent, which increased 
its share in the total income from 1.9 per 
cent in the noimal year to 10 per cent in 
the drought year. 

The increase in absolute terms was max¬ 
imum in the case of business and trade 
category. Increase in trading activity dur¬ 
ing the drought year was mainly in the 
form of cutting and fetching fuel and 
other wood from trees on government and 
community lands and selling in nearby 
town* as headloads. Families without any 
other work resorted to this practice to sus¬ 
tain themselves. There was also increase 
in income from livestock, hiring out of 
resources, wages from famine relief works 
and remittances from family members. 

The data show that real income of sam 
pie families decreased by 22 per cent in 
the drought year. The deflated income in 
the drought year was Rs 1,168 per capita 
per year which was lower than the income 
at poverty line defined in the VII Five-Year 
Flan. It happened in spite of the fact that 
these families were compensated by way 
of employment in famine relief works, 
engaging themselves in petty trading of 
wood from government or community 
lands, liquidation of their livestock assets 
and higher remittances from outside Had 
there been no such compensatory mecha 
nism, their income level would have been 
even worse. 

Item by item analysis of changes in level 
of consumption in drought year revealed 
that consumption of foodgrains did not 
change but there was substitution of 
coarse cereals by wheat, an observation 
contrary to the general belief. This hap¬ 
pened because wheat at subsidised price 
was supplied to the workers engaged in 
famine relief works as part of wages. 
There was no decrease in consumption of 
onions and locally available vegetables but 
the consumption of fruits, milk, ghee, edi 
ble oils, sugar and jaggery decreased. In 
general, nutritional level in the drought 
year was much lower than in the normal 


year, both in quantitative and qualitative 
terms. 

Conclusion 

It is conclusively clear that during the 
drought year, there was significant dec¬ 
rease in area sown, irrigated area, gross 
cropped area and yields of crops, fodder 
and livestock and consequently in produc¬ 
tion. Farmers had to do repeated sowing. 
Even then many crops failed and quite 
often only fodder could be harvested. The 
price structure changed against the 
farmers. Quite a few families had to aban¬ 
don their animals. The average real income 
slided below the poverty line. Farmers had 
to borrow consumption loans from non- 
institutional agencies at higher rates of in¬ 
terest. Quite a few workers and families 
had to migrate to other areas for work. 
The erosion of income was adjusted by 
families through wage income on famine 
relief works, outmigration and higher 
remittances, liquidation of livestock assets 
and trading of wood from government 
and community lands. They also adjusted 
by curtailing the expenditure on consumer 
goods and social activities. 

These results imply that in spite of all 
the adjustment mechanisms used by rural 
families to mitigate the effect of drought, 
their sufferings were substantial. Public 
relief works were inadequate to provide 
employment to affected population and 
compensate for the eroded income Long¬ 
term measures like soil and moisture con¬ 
servation measures, afforestation, 
development of pastures and grazing 
lands, diversification of economic ac¬ 
tivities away from crop fanning to hor¬ 
ticulture, livestock rearing and cottage and 
rural industries along with necessary 
market support, and full exploitation of 
ground and surface water sources will 
have to be systematically planned and im¬ 
plemented for drought proofing of these 
areas and families. 
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Tabi i 6 

Incomi oi Sasari i 

Famii u s 

(Rs in thousand ) 

Source 

Normal Year 

Drought Year 

Percentage 




Change 

(i) Income al current price 




Crops 

1066 (32 6) 

613 (16.0) 

- 42.5 

Livcsiock 

651 (19.9) 

711 (186) 

+ 9.2 

Hiring out of resources 

14 ( 0 4) 

16 ( 0.4) 

+ 14.3 

Asser Liquidation 

62 ( 1.9) 

384 (10.0) 

+ 519.4 

Business and trade 

358 (10 9) 

IP6 (30 7) 

+ 231.3 

Salaries 

1054 (32 2) 

637 (16.7) 

- 39 6 

Wages from FRP 

_ 

152 ( 4.0) 

-- 

Remittances 

70 ( 2 1) 

138 ( 3 6) 

+ 97.1 

Tout 

3272 (100) 

3827 (100) 

+ 17.0 

(ji) Income al constant prices 
(iii) Per capita income (Rs) (consia:. 

3272 

1 

2551 

- 22.0 

prices) 

1497 

1168 

- 22 0 


Notr. Figures in the parentheses are percentages of column totals 


1996 
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Neighbours and Borders—II 

Democracy in the Himalayas 

Anirudha Gupta 


The state of the ruling Nepali Congress, the absence of a democratic 
alternative to it, the course of relations between parliament and the 
palace, the position of the army and, above all, the extreme disparities 
in Nepalese society are all cause for unease about the progress of 
democracy in Nepal. 


THE advent of democracy has let in a ray 
of hope and gaiety in Nepal's political life. 
One senses this while mixing with the 
crowds which gather round TV or radio 
to hear the budget; or in street corner 
cafes filled with smoke and heated debate. 

But there is a note ot unease as well. 
One is over the state of affairs in the ruling 
Nepali Congress (NC). Despite a 30-year 
ban on party politics, the Congress 
launched a successful mass movement in 
1990 to secure the fall of the panchayat 
system and form an interim government 
in association with several communist 
groups. This government gained the 
allegiance of the palace and major 
political formations to frame and adopt 
a new Constitution and hold, finally, the 
general elections of May 1991. A grateful 
electorate of over 11 million duly acknow¬ 
ledged its debt by returning the Congress 
to power with 110 of 205 seats in the 
Pratinidhi Sabha. A year later, NC secured 
a landslide victory by annexing two-thirds 
of the seats in elections to local bodies, 
(see table for details.) 

This was clearly the NC’s proudest 
hour. Yet, curiously enough, few Con¬ 
gressmen appear to be in a mood for 
celebration. There are loud complaints 
and, of course, a free scramble for higli 
posts and sinecures. This is not unnatural, 
for few politicians make sacrifices (or 
spiritual reasons; they want material 
reward almost as soon as they grab state 
power. “They come in tens of thousands”, 
sighed the NC president, K P Bhattarai, 
“and they want ‘mulyankan’ (assessment) 
for personal favour. But, how can we 
satisfy all?” 

A young activist, though, supplied 
further information: “We have no record 
to verify who went to jail, or lost job, or 
whether all those who come here are 
Congressmen or not.” That is what 
happens, he ruefully added, when your 
party gets into power. 

But the malaise perhaps goes much 
deeper than that. Until very recently, the 
Congress had been a movement-party 
which mobilised popular support to fight 
a particularly odious regime It has proved 
in this eminently successful. But the new 


lole to work for nil her than against a 
system calls foi ,<n altogether different 
style of functioning, which the NC must 
learn the hard way. In the meanwhile, all 
party units from grasvtoots to the top have 
come unstuck There exists but little 
accord between the legislative and 
organisational wings of the party. Prime 
minister Girija Prasad Koiiala fails to 
maintain regulai contact with the patty 
headquarters On the other hand, the two 
other members ot the laniuus troika, 
Ganeshman Singh and Krishna Prasad 
Bhattarai. ate suspicious of the prime 
minister’s urge to limcnon tree ot party 
encumbrances All this led to a neat show¬ 
down between Kottala and Singh ar the 
party’s eighth national convention held m 
.lhapa in February ihis year Singh 
threatened lo quit "lionthne leadership”, 
but a hastily convened meeting ol ihe 
cential committee reached a compromise 
formula to respcii Singh’s feelings and 
“act on consensus among the tioika on 
major issues, including appointments ro 
high ranking posts, t c, secretaries, gcneial 
managers, ambassadors, etc" [Saptuhtk 
Bmtarsha, February 17, 1992) 

For many Congressmen the situation 
was strongly reminiscent of the years 
1952-53, when Matrika Prasad Koirala, 
then NC president and also prime 
minister, was asked by the party to drop 
three of his ministerial colleagues 
Mairikababu refused, which lead to his 
expulsion and also a split in the party. 
Would a similar sequence of events bring 
down G P Koirala’> government? The 
disgruntled elements may perhaps 
welcome that, but Koirala himself 
dismisses such possibilities. “In the first 
place, we have regained political freedom 
which nobody wants to lose. Second, 
public opinion will not allow Congress 
leadens to act irresponsibly?’ 

But he draws attention to a different 
kind of pioblerrr “We had differences in 
the troika, yel managed to survive 
collectively. But how long can this state 
of affairs last? We ail are in our 70s, and 
unless we tram up and entrust a second 
generation of leadership with hard 
responsibilities. Congress may also 


collapse when we leave!’ This is one 
sentiment which the younger elements 
forcefully articulated at the Jhapa 
convention. They argued that decision¬ 
making by consensus among the troika 
was not compatible with democratic 
practices and, therefore, there was need 
lor decentralisation of authority from top 
to lower ranks of the party. 

(j P Koirala received the support of 
these elements when he also observed at 
the convention that N(' should reform its 
working-style “In the last five decades”, 
he said, ’ many people died for the cause 
of democracy in Nepal. Many young 
leaders have been produced by this 
struggle. I am confident that the old 
generation of our leadership can com¬ 
fortably place the responsibility of 
running the nation on the shoulders of 
these young leaders." 

Was this a declaration of war? The 
older generation wondered. Their 
personal record of suffering, cither in 
prison or outside, cannot be ignored. Yet 
those still in their 40s—who joined the 
struggle around the late 1970s—gained a 
berth in G P Koirala’s cabinet. The older 
generation thus have reasons to get hurt 
and angry. 

I'hcre are also others, outside the NC, 
who are ill-disposed towards Koirala’s 
Icadeiship. Among them, the communists 
with 69 MPs present a formidable 
opposition The only relieving feature is 
ihat these MPs, grouped under the United 
Maixist-leninist Party (UML), do not 
pursue a homogeneous policy The UMl, 
is a patchwork of several smaller factions, 
with the Marxist-l^eninists (MALE) 
providing the nucleus. But this gives rise 
lo embarrassing situations. In parliament, 
for instance, Manmohan Adlukary of the 
old Nepal Communist Party (NCP) is 
designated the leader of the opposition, 
but he has little say on policy matters 
which his MALE colleagues decide in 
camera. As a result, Adhikati iv not taken 
seriously even by his own group. 

But MALE MPs loo are not united. 

I hey follow varying ideologies and 
allegiances depending on which region or 
constituency they come from. Those from 
eastern districts have little knowledge 
about the ways and manners of MPs 
belonging lo the far west. In addition, 
there is an independent group of nine 
MPs, which calls itself the United Peoples 
Front (UPF) This too represents a 
combination of three factions which do 
not believe in parliamentary democracy. 
Instead, they advocate establishment of 
Maoist democracy. To cover up the 
confusion in their own ranks, all com¬ 
munist groups press relentlessly for a 
confrontatiomst stand against the Koirala 
government This makes the prospect for 
a democratic consensus, involving the NC 
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and the UML, a remote possibility. “We 
need perhaps a second democratic party 
to provide an alternative to the Nepali 
Congress’’, said the prime minister. “The 
communists are neither capable nor 
inclined to provide such an alternative.” 
What about the National Democratic 
Party (NDP) floated by two former 
Pancha prime ministers, Surya Bahadur 
Thapa and S K Chand? “With just three 
MPs, 1 do not see how NDP can make any 
dent on party politics!’ 

The local bodies elections have thrown 
up many surprises. In 14 of 75 districts, 
NDP fared better than UML and carried 
at least two town municipalities with a 
majority. Thus, in contrast to its 
performance in the 1991 general elections, 
the NDP has emerged as a third force in 
both town and village development 
committees. The loser has been the UML 
with a rate of success below 20 per cent 
to NC’s 56 per cent in municipalities and 
around 26 per cent to NC’s 50 per cent 
in village committees (see table for 
details). 

But have the local elections really 
settled the political dilemma before the 
nation, asks a Nepali commentator and 
adds, “how would the pattern of alliance 
emerge between the major parties? would 
ideology take the lead there, or wojild 
expediency decide it? Finally, would the 
ruling party, which has clearly dominated 
the election results, now perform better 
than it has done so far?” [A Aditya in 
Spotlight, June 30, 1992|. 

This brings us next to the set of 
questions involving the palace and 
parliament. In 1959, when B P Koirala’s 
Nepali Congress was swept into power 
with an overwhelming majority in 
parliament, nobody asked if the king was 
inclined to accept drastic curbs on his 
executive authority. Most observers and 
actors assumed that once the people had 
made their choice known, king Mahcndra 
would limit his rote to acting as a 
constitutional head. The opposite 
happened. By a single decree, issued on 
December 15, 1960, Mahendra dismissed 
an elected government, dissolved parlia¬ 
ment and threw B P Koirala and his 
associates in jail. (These developments are 
discussed in my Politics in Nepal, 
Bombay, 1964.] 

This time the actors are different, but 
they are not unrelated: B P Koirala’s place 
is occupied by his youngest brother, and 
Mahendra’s son, Birendra, adorns the 
throne. Would all this press for a repeat 
performance? The question haunts many, 
but no one is definite enough to supply 
an answer. The prime minister himself is 
sanguine: “The king does not interfere in 
day-to-day administration. 1 do not 
anticipate, therefore, any complication 
from his side." 


But there are shadowy elements, in and 
outside the palace, who have not 
reconciled themselves to the rule by the 
usurpers. The hard-core Panchas may 
have staged a tactful retreat from the 
scene, but they can be trusted to employ 
every means available to discredit the 
multi-party system. There are also 
allegations of the crown having influenced 
the choice of particular nominees for 
higher posts and ambassadorships. Some 
even allege that prime minister Koirala 
gives in too easily to royal pressure. All 
this may only prove to be passing irritants 
before proper norms are established to 
govern the relationship between a con¬ 
stitutional monarch and the head of an 
elected government. 

But the position of the.Royal Nepal 
Army (RNA), with 16,000 men officered 
by the scions of aristocratic families, still 
remains vague The Constitution chooses 
to be terse on the subject. It provides for 
a National Defence Council (NDC) 
consisting of the prime minister as 
chairman and the defence minister and 
the commander in-chief as members. The 
king, as supreme commander “shall 
perform the operation and deployment of 
the army on the recommendation of 
the NDC" He will also appoint the 
commander-in-chief on the recom¬ 
mendation of prime minister. But “the 
establishment, management and other 
matters concerning the Royal Nepal Army 
shall be determined by law” [Provision 118 
(3)]. Which law? The traditional ones 
which ensure complete allegiance of RNA 
to the royalty? If not, where are the new 
laws? 

The Constitution has nothing to say 
about the bureaucratic apparatus. Yet this 
was the one sector which registered a 
phenomenal growth during panchayat 
rule. During 1960-80, the number of civil 


servants rose from 3,000 to 75,000, i e, 25 
times in 20 years. In 1950, the district 
administration was rudimentary, with one 
magistrate for about 1,150 citizens. Now 
it has several departments filled by a 
hierarchy of administrative, technical and 
scientific staff. But the seat of bureaucracy 
continues to be the capital, where every¬ 
thing comes cheap and in abundance- 
foreign funds, tourists, trade and, of 
course, consumer goods. Would such 
conditions reach other towns and regions? 
“We are trying. A hospital in Birganj, a 
polytechnic in western region, and new 
industries in Tarai”, says the prime 
minister. But he too is concerned about 
the inherent bureaucratic thrust for self- 
aggrandisement. On the other hand, 
Kathmandu's traditional elite considers 
the Koiralas as rank outsiders (based in 
far-off Biratnagar) and, therefore, 
untrained in the finer traits of 'bharadari' 
(courtier) culture. 

This brings us face-to-face with the 
extreme disparities in Nepalese society. 
One sees, on the one hand, “an explosive 
grosvth of a nouveau riche class” fattening 
on “wages and salaries, graft, corruption 
and other modes of rent farming... More 
ominously, the educated classes are 
becoming proprietary classes” (Devendra 
Raj Panday in Bhabhani Sen Gupta (ed) 
The First South Asian Dialogue: A 
Report, New Delhi, 1992]. 

On the other hand, there is rapid 
impoverishment of the countryside. Over 
60 per cent of Nepal’s 18 million people 
live below the poverty line, and almost 
wholly in villages. No wonder the rural 
poor herd across international boundaries 
in tens of thousands in search of food and 
shelter. Their plight is no different from 
that of the Bangladeshi refugees, except 
that the latter have additional odium of 
being Muslims. 


T-\hi i: Dlixiisoi Lot ai Bowls Eixctions. Juni 19**2 -Pakh Posh ion 
(I) Municipalities 


Parties 

Mayor 

Deputy 

Mayor 

Members 

total 

Per C ent 
Share in 
Iotal 

Nepali Congress 

22 

21 

331 

V74 

s<> 2 

CPU Ml. 

6 

5 

119 

no 

19 5 

NDP 

1 

2 

55 

S9 

89 

United Peoples t ionl 

X 

1 

8 

V 

1 4 

Sadbhavna Party 

1 

3 

18 

> ■» 

3.3 

Independents 

5 

4 

62 

:i 

10 7 


(2) Village Development Committers 


Parties 

Chairmen 

Vice- 

Chairmen 

Members 

total 

Per Cent 
Share in 
Total 

Nepali Congress 

2,223 

2,094 

17 966 

22.28 3 

50.3 

CP-UML 

986 

1,086 

9,485 

! 1 ,^S7 

26 11 

NDP 

304 

312 

3,678 

4,294 

9.70 

United Peoples Fiont 

182 

209 

1.844 

2,235 

5.05 

Sadbhavna Party 

119 

117 

l,0 7 3 

1,309 

2 9 

Independents 

198 

186 

2,208 

2,592 

5 8 


Source: Election Commission Office, Kathmandu 
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Need all this concert; us in India? 
Despite wide -tread destitution, the 
peoples ol Nepal and Bangladesh have 
achieved democratic rights after long and 
hard struggles Unlike us, therefore, they 
are determined to defend and consolidate 
political freedom Should their leaders fail 
to measure up to their expectations, their 
former oppressors alone would be the 
gainers. Yet such is the dilemma of 
democracy that it raises more hopes than 
resources to meet the minimum basic 
needs of the people. "My oni, aim is to 
provide drinking water to every village", 
says G P Koirala. But, where could he get 
the money? “Perhaps a pari of the 
expenses could be met hv motivating 
people to do digging and mad con 
slruction. The rest, presumably, will come 
from external donois No, not from the 
World Bank which wants mv government 
to raise an additional levs on water even 
before it releases hinds" 

Foreign aid has spawne i research 
centres and NGOs “Their area-- sometime 
overlap, but we cannot impose ngid 
control for (ear of losing even what we 
get!' On the other hand, the government’s 
annual budget does not impose taxes on 
big landholdings and jrbun properly. It 
devotes total attention to promoting 
export-oriented industries. Savx a Plan¬ 
ning Commission document, Approach to 
the Eighth Plan. 1992 97. “Development 
of a sustainable expoi i b isc and its 
gradual indigermatmn will receive 
priority!’ Hence (a) export procedures will 
be simplified, (b) licensing requirements 
for exports will he removed, (O pie and 
post-export financial fa-. Titles will be 
made available fiom commercial banks, 
(d) Nepalese diplomatic missions will be 
utilised for this propose, and so on 

Would you like Nepal to become a 
Hong Kong of the Himalayas’ "It wishes 
were horses, yes", laughs the vice- 
chairman of National Planning Com¬ 
mission. “But, for the time being, we shall 
be happy to carve a niche in 'he Indian 
market.” Others are less optimistic. Says 
Panday, once finance minister. “Nepal has 
learned the hard way that evert its right 
of transit is a variable in the equation of 
overall relationship with India. Mean¬ 
while, its principal natural resources, 
namely, Himalayan waters, remain 
unharnessed mainly because of a lack of 
understanding between Nepal and India" 
[in Sen Gupta, op citj. No wonder 
Kathmandu’s new rulers feel lather uneasy 
in meeting the ‘viceroys' of New Delhi. 

Yhere are other rumblings as well. 
Claims of ethnic, linguistic and cultural 
rights may gain political strength. The 
Nepal Sadbhavna Party, which is purely 
Tfcraj-based, demands Hindi as a second 
national language. Another group calls 
for Sanskrit to be made compulsory at 


school level Some hill-based ethnic 
organisations want the end of ‘Bahun- 
Chhetri domination’ of hill tribals. 
The Tamangs claim that most ‘develop¬ 
ment investment’ goes to the elite of 
Kathmandu- contractors, bureaucrats 
and professionals tverywhere caste and 
ethnicity lend to mix, just as topo 
graphical distances divide the hill and 
Taiai people. 

Would all these factors create new social 
tensions’’ IVrhaps they may; but noi to the 
extent of derailing the nation's democratic 
progress In particular, Nepal finds no 
reason to fear a fundamentalist backlash. 
Not because over 95 per cent profess the 
Hindu religion, but because Nepalese 
Hinduism is very different from its older, 
but socially degenerate, version that 
prevails in the Indo-GanRetic valley. It is 


liberal because it has learnt to draw 
inspiration from across the Himalayas in 
the north and as far down south as Kerala 
and Sri Lanka. 

In some ways, therefore, Nepal holds 
greater promise of a bright future than 
other countries of South Asia. “We 
are lucky, as you say” soliloquised 
G P Koirala, “to have escaped religious 
conflicts of the type that are seen 
everywhere. Bui our primary concern is 
poverty alleviation. My plans still remain 
in the realm of fancy. But if democracy 
can generate popular participation, we 
will succeed. Otherwise, nothing is more 
tragic than to be prime minister of a poor 
country!’ 

[the first article in this senes appeared in the 
issue of July 25.1 
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PERSPECTIVES 


Human Rights and the American 
Right 

Robi Ghakravorti 


Civil rights issues which dominate the attention of the US media 
today deal with episodes ot unequal treatment of people called 
‘behavioural minorities’ or gender discrimination related to 
‘pursuit of happiness' in certain areas of social life. The increasing 
difficulties of the class and ethnic minorities resulting from the 
widening gap between the rich and the poor do not cause as 
much media attention or political excitement. 


AS a journalist from the third world, 
some of the euphoria generated recently 
in the US media about ‘human rights’ and 
‘democracy’ remind me of the changes in 
the mood and consequent rhetoric 1 have 
witnessed during the past three decades 
and how these changes distort and shift 
the interpretation of these terms. 

In the mid-50s, as a journalism student 
at the University of Michigan I did a sum¬ 
mer stint in a newspaper. The news editor 
of the paper who had never met an Asian- 
Indian before once asked me in a spirit 
of amused candour, “Why do people riot 
in the streets of India?” The term third 
world was not a part of popular vocabu¬ 
lary then. So, he did not use the term. He 
asked me to write a piece on my ex¬ 
perience of street demonstrations in lndi3. 

When I returned to the United States 
in the mid-60$, the change in the mood 
of the country shocked me. The campuses 
and cities were alive with demonstrations 
and meetings. There were frequent clashes 
on issues of civil rights ai.d Vietnam. 
Reports of these events along with the 
lifestyle of the new generation of young 
people were front-page news. 

It was then that I heard the term third 
world. It appeared to me as a catchy word 
tossed around to attract attention to the 
expression of discontent in the US. By 
describing the young, the poor and the 
minorities in the US as the third world, 
their stirrings became larger than life as 
they were seen as part of a global issue. 
It was about the same time that the term 
‘liberation’ crept into the vocabulary. 
First, there was the black liberation move¬ 
ment, then of other non-white groups, 
then of women and homosexuals. There 
was, also, of course, the sexual liberation. 

The term liberation, if my memory 
serves me right, was first used to describe 
the blood, sweat and tears of the na¬ 
tionalists* struggle in Algiers, later in Viet¬ 
nam. As the term was imported to the US, 


it was used freely to describe various types 
of social movements. Currently, it is ap¬ 
plied to protest movements against discri¬ 
mination based on gender, age or sexual 
behaviour. The White House recently used 
the term liberation to describe the restora¬ 
tion of the old emirate in Kuwait after the 
Uulf war. 

Charles McCabe, the deceased colum¬ 
nist of the San Francisco Chronicle once 
mocked the flippant use of the term 
revolution to describe changes in sexual 
behaviour. In a column published on Oc¬ 
tober 25, 1975, he wrote satirically, 
“W'here did it start? Who belongs? Has 
anybody died in it? And most important¬ 
ly. where can we join?” 

Perhaps the most dramatic example of 
the media hype of the 70s is the best-seller, 
The Greening of America written by 
Charles Reich who was a law professor at 
Yale University. The book presented a 
glowing account of Consciousness III 
replacing Consciousness I and Conscious¬ 
ness II, the first representing Marxist 
radicalism, the second organisational in¬ 
terests or conservatism. Consciousness III 
represented an awareness of the “in¬ 
dividual self as the only true reality", 
which the economic and organisational 
parts of society failed to supply. 

He predicted that Consciousness 111 is 
going to triumph. To quote from the 
book, “Nineteen sixty-eight was the year 
of Chicago. Nineteen sixty-nine was the 
year of Woodstock. That speaks of the 
distance we have come and speed with 
which we are travelling. The new con¬ 
sciousness is sweeping high schools; it is 
seen in the smiles in the streets. It has 
begun to transform and humanise the 
landscape.” 

A new American fad has now invaded 
the popular media and segments of the 
intellectual world. Articles, columns and 
books appear extolling virtues of the 
American society and polity, its past and 


present in almost religious terms with the 
message of conversion by other countries. 
TVo examples will suffice. 

A contemporary neo-conservative 
variant of Charles Reich’s approach was 
presented by V S Naipaul in an article pro¬ 
minently displayed in the op-ed page of 
the New York Times, November 1990. In 
the article he paid tribute to the idea of 
“the pursuit of happiness" as the foun¬ 
dation of a new “universal civilisation” 
which has “come to a kind of fruition”. 
The idea, according to him contained “so 
much—the idea of the individual respon¬ 
sibility, choice, the life of the intellect, the 
idea of vocation and perfectibility of 
achievement". 

This kind of statement must be distin¬ 
guished from metaphorical statements 
made by active leaders of major grassroots 
social movements affecting gut issues of 
disadvantaged groups. Martin Luther 
King’s famous “I have a dream” falls into 
this category. King who made this state¬ 
ment was. also, practical and cautious 
about his efforts. In an address referring 
to the Civil Rights Law of 1964, he is 
reported to have said, “The law may.not 
make a man love me bui ii can restrain him 
from lynching me, and 1 think that’s pfetty 
important!' 

The article by state department official 
Fukuyama, ‘The End of History’ publish¬ 
ed in 1989 can be presented as another il¬ 
lustration of the neo conservative brand 
of euphoria. The theme is virtually the 
same as in Naipaul's article, and its mood 
resembles that of The Greening of 
America. Only, instead of the greening of 
a part of the globe, it is now the statue 
of liberty grinning in every corner of the 
globe and the huddled masses fighting for 
Constitution, democracy and the rule of 
law. 

Fukuyama recently published a book. 
The End of History and The Last Man 
which develops the same theme with plen¬ 
ty of quotations from European philoso¬ 
phers. The end of history is enshrined in 
Fukuyama’s vision of so-called liberal 
democracy, capitalism and Judeo-Chris- 
tian morality as practised in the US 
political ordei and "entrepreneurial" 
capitalism. 

One important point of difference bet 
ween the media hype of the 70s and the 
90s, however, deserves notice- In the 70s, 
it was an outgrowth of varieties of pro¬ 
test movements sourced in demands for 
economic and social rights among some 
disadvantaged sections of the country and 
an awareness of the seamy side of the 
American ideology of manifest destiny 
which slowly emerged as reports of mas¬ 
sacre in Vietnam appeared in the press 
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and American casualty figmcs mounted. 
One must, aLo take into account the 
special factor of ihe enormous conn ibu- 
tions of the civil rights movement initiated 
and organised by Martin Iuthef King 
which acted as a catalyst 

Protesi movements today attracting at¬ 
tention in the US tend to have a narrow 
base and focus. Upholders of status quo 
may even secretly welcome some of these 
movements as diversions from el forts to 
raise questions about deeper issues. The 
international environment has changed, 
too. As a senes of duect acts ot inlet sen- 
tton in Grenada, Panama, Nicuiagua and 
later in west Asia succeeded, icpoits of the 
collapse of ihe Soviet regime dominated 
media’s attention One must, however, 
point out that what the neoconservatives 
call Vietnam syndrome is not all ovet yet 
There were isolated incidents of protest 
movements against the (itilf war, but they 
do not seem to excite as much attention 
and fervoui as, say, gay and women’s 
rights in ihe army There was a protest 
demonstration against Gull war b> an in¬ 
dividual in Iron! of ihe United Nations 
headquarters in New Yirk ll was icported 
in the press, but quickly forgotten. In con 
trast, pro-abortion rally in Washington in 
die same month drew over 5,00,000 people 

One dramatic and somewhat wend ex 
ample of the shift in the spirit and con¬ 
stituency ot the social movements from 
the mid-fiOs and 70s to contempoiaiy US 
is the poster displayed about a block away 
from the olfice of the Bechtel Corpora¬ 
tion in San Francisco T he poster showed 
a young gay couple coveting iheir bate 
bodies in Stars arid Stupes with the slogan 
at the top reading, 'I ife, l iberty and the 
Pursuit of Happiness’. Civil rights issues 
which dominate the attention of the 
media today deal with episodes ot un¬ 
equal treatment ol people called ’beha 
vioural minorities' or gender discrimina¬ 
tion related to ‘pursuit of happiness’ in 
certain areas of social life Hie increasing 
difficulties of the class and caste 
minorities resulting from the widening gap 
between the rich and the poor do not 
cause as much media attention or political 
excitement. 

Ihe emphasis on so-called individual 
rights are sometimes carried io absurd 
limits Some nudists once argued that they 
have rights which must be respected. A 
waitress over 40 years old working in a bar 
which featured topless dance shows threa¬ 
tened to sue the owner lor not giving her 
an opportunity to be a topless dancer The 
basts of her complaint was age discrimina¬ 
tion. Several years ago, a veteian political 
campaign managei in Calilornia was 
quoted as saying, "1 think I ought to have 
the right to he ui you if it will help me 
win. And, I think, you have the nght to 
detect my lie and vote no" 


The above examples are given not to 
denigrate the concept of individual rights, 
hut to dtamatise the shift in the percep¬ 
tion or focus on rights since the 60s and 
^Os and the resultant gap in the percep¬ 
tion on human rights issues between ihe 
US today and the third world countries 
A visitor from the third world is likely to 
express bewildeuncnt at the dominant 
concern about some of the human rights 
issues in the US. A variant of the same 
reaction may be encountered from xeg 
ments of the American public 

Insofar as ihe third world is concern¬ 
ed, the shift in emphasis is ominous in 
rinolhei respect On issues of human 
rights while the attention of major con¬ 
temporary protest movements in the US 
has a limited focus and potentiality, the 
administration and its assorted officials 
and unofficial allies arc using the baton 
and the mainstream media is playing the 
tune of a global change led by SupcrSain. 
a term historian Toynbee used once 
Under the spell of the baton wielder, the 
media often selects clusters ol events in 
the third world and invest them with 
transcendental piopcrties while ignoring 
symptoms of deep-seated problems as un- 
fortunate events like chance disasters 
which must be accepted as routine hazards 
of social change.a 

To give an example, at about the time 
the Chinese student movement in Beijing 
was picking up momentum, around 300 
people died in food riots in one day in 
Venezuela Proportionate to its small 
population size, the death toll was quite 
high. I he report did not receive major at 
tendon in ihe media. It was tucked away 
in obscure corners of inside pages giving 
the impression that this kind of protest is 
normal for a third world country undergo 
mg ‘austerity’ measures as part of econo¬ 
mic ‘reform’ through opening up ihe 
country to ‘free market’ and ‘freedom’. 

Ideas like ‘democracy’ and ’human 
lights’ should be seen first in the context 
of their historical origin and evolution and 
then tole in contemporary tiinc-period 
traced in a comparative perspective so that 
the emphasis on their different constituent 
elements could be understood along with 
their possible use and abuse by interested 
panics In dilfeicm contexts, there is not 
only a difference in emphasis, there is also 
a diflerent pattern of shedding of blood, 
sweat and (ears 

The concept of human rights has gene- 
lated volumes of philosophical and histo¬ 
rical speculations Likewise, democracy, 
too, has given rise to different interpreta¬ 
tions If one asks a simple question, for 
example, ’Whai is democracy?’ it will im¬ 
mediately open up a battle line between 
two armies ol intellectuals. On one side, 
intellectuals will use concepts like hber- 
tv, C onstitution, rule of law and adult suf¬ 


frage. On the other side of the aisle, pro¬ 
tagonists will talk about social and 
economic equality and elimination of ex¬ 
ploitation and domination. Both sides will 
use smarl rhetoric like expert lawyers in 
defense of their stand in the court of 
public opinion. 

If we cut through the verbiage, human 
riglils and democracy involved historically 
developing, modifications of the capita¬ 
listic form of industrial revolution that 
took place in western Europe and its 
spread in one form or another to different 
parts of the world. 

Simply put, what developed in western 
Europe is a nnxlure of capitalist economy 
which stressed profit and growth and 
socialist politics which tried to counter¬ 
balance capitalism’s excesses with em¬ 
phasis on distribution and equality. It 
took years of painstaking visible struggle 
to counteract the evil effects of the ‘invisi¬ 
ble hand of ihe market’ and the struggle 
continues. The process of the political cor- 
rection of Ihe evil empire of capitalism has 
been long, bloody and tortuous, leading 
io a representative form of government 
called parliamentary democracy and mixed 
economy in western countries. 

If one today proclaims the primacy of 
the formal aspects of parliamentary 
government as democracy, one downplays 
the dynamic process of its development 
m (he west in response to social move¬ 
ments which can be described as parlia¬ 
ment in the streets Likewise, if one plays 
up the mode! of capitalism and free 
market, one ignores the socialistic brands 
of reforms which followed popular resis¬ 
tance to unrestricted search for profit 
leading to the suffering of the poor and 
the powerless under capitalism. 

Furthermore, one must link these poli¬ 
tical and economic changes in the west 
with what David Landes, historian of ihe 
industrial revolution in Europe | Unbound 
Prometheus , 1970] described as “the ele¬ 
ment of differential violence”. As indus¬ 
trial and political changes progressed, the 
frequency and intensity of crude forms of 
violence were reduced in Europe, but there 
was a shift towards the blatant use of force 
in societies outside Europe, in Asia, Africa 
and the Americas. This dichotomy still re¬ 
mains and should be related to the analy¬ 
sis of differential perspectives on human 
rights and democracy. 

The atrocities that America’s client 
states practise today under covert and 
sometimes overt approval from official 
and unofficial sources will cause wide¬ 
spread protest movements if they had oc¬ 
curred in the US. If an archbishop and 
priests were murdered and nuns raped and 
killed in the US we could expect mass 
demonstrations in the streets and fiery 
orations in legislatures. Free press in the 
US reports atrocities in its client states, but 
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its selective perception defangs potentiali¬ 
ty of any public resentment sufficient for 
influencing actual policy changes. 

Contemporary folklore generated by 
the American media reports of thanges 
in east Europe and the communist world 
have brought to the forefront a fad of 
glorification of ‘human rights’ and 
‘democracy’. The way these concepts arc 
likely to be viewed by the masses in the 
third world are, however, different from 
their perception in the US. This difference 
has become highly pronounced since the 
emergence of the neo-conservative out¬ 
look and its occupation of significant ter¬ 
ritories in the media and the academia. 
An interesting illustration of the abuse of 
the terms capitalism and socialism is a 
comment made by Paul Johnson in an 
article published in the magazine Com¬ 
mentary, September 1985. ‘‘The primary 
opponent of apartheid—its only effective 
opponent in practice -is capitalism”, 
Johnson wrote, “For, it is a mistake to 
regard apartheid as the extreme rightwing 
end of political spectrum. It is more ac¬ 
curately described as ethnic socialism!' If 
one follows Paul Johnson’s theory, one 
can describe slavery as ethnic socialism 
and the founding fathers of American 
democracy as socialists! The kind of com¬ 
ment that Paul Johnson made will raise 
derisive laughter not only in South Africa 
and the third world, but, also, in coun¬ 
tries of western Europe which have a 
strong socialist tradition. 

Paul Johnson's type of statement gives 
a clue to the new ideological campaign 
that is being launched in support of the 
American policy ot the so-called new 
world order which portends to be a policy 
of new style of containment aimed at 
criticisms of capitalism and protest 
movements directed at its negative conse¬ 
quences. The advocates of this ideology 
will use the terms, capitalism, democracy 
and human rights frequently and inter 
changeably and present a biased inter¬ 
pretation ol the terms as they fit the cur¬ 
rent political mood and dominant ele¬ 
ments of the American political culture. 

The bias will consist of glorifying the 
positive side of capitalism and playing 
down its negative impacts on the late¬ 
comers to the process of industrial revolu¬ 
tion. Along with this, there will be a con¬ 
current tendency to neglect or criticise 
protest movements against the seamy side 
of capitalism. The emphasis will be on the 
formal aspects of democracy equating it 
with capitalism and a deep suspicion and 
antagonism of parliament in the streets. 

People in the third world arc under¬ 
going rapid social change, and as in the 
western countries in the not so distant 
past, this involves changes in the mean¬ 
ing of the ideas of democracy and human 
nghts. There are, in a sense, several points 


of similarity between the past history of 
the growth of these ideas in the west and 
their current re-emergence and consequent 
turmoil in the third world. This fact is, 
however, obscured in contemporary reports 
and their analysis in the mainstream 
American media. 

To give a simple example, voting rights 
which the current propagandists of the 
formal aspects of democracy extol were 
slowly granted to the people in western 
countries. In many cases, by the time these 
rights were conceded, people’s conscious¬ 
ness has expanded and shifted to an em¬ 
phasis on fulfilment of basic needs. This 
shift in consciousness was expressed in an 
old song made popular among poor 
farmers in 19th century England. The 
song contained these lines, “Why should 
we be beggats with the ballot in our 
hand/God gave the land to the people.” 
Michael Foot, veteran British intellectual 
and politician mentioned in an article 
published in the daily Guardian that this 
“old land song" became popular in 
Edwardian times and (hat it was the best 
political song he had ever been taught to 
Icain 

The song was a protest against the (act 
of land ownership in Britain. It has a real 
democratic resonance which will ring true 
in the hearts of millions of poor, staiv- 
ing people in rural areas of the third 
world. In the banana republics of central 
and south America, this song may very 
well express the ay of the people, to use 
the title of Fenny Lerrsoux’s famous book 
on the protest movements in the area. 

‘Constitution’ and 'rule of law' are 
other aspects of democracy which arc 
smuggled in whenever the politically cor¬ 
rect process c-( social change are advo¬ 
cated by spokesmen in Washington. Here, 
again, there is a difference in perspective 
which is due partly to the historical 
amnesia about the discriminatory opera¬ 
tion of the rule of law in this country and 
a deliberate neglect of changes in percep¬ 
tion of these terms in contemporary 
world How the rule ol law and Constitu¬ 
tion can be used as a cover-story for 
maintenance of status quo until con¬ 
sciousness about the practice of inequality 
rises is evident in the history of discrimi¬ 
nation against the blacks, other non-white 
minority groups and the American-Indian 
tribes in the US. 

It is a well known fact that voting rights 
for the blacks (along with nativt-Amencans 
and women) were denied at the birth of 
the nation, later, even as they were en¬ 
shrined in law, their translation into ac¬ 
tual practice took a long devious route. 

The native-Americans won citizenship 
rights in 1924. Women won voting rights 
in 1920. The blacks won citizenship rights 
in 1868 through 14»h Amendment and 
voting rights in 1870 through the 15th 
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Amendment, but it was not until the 
passage of the civil rights legislation of 
1964 that several barriers like literacy test 
or poll tax that were set up in different 
states in the name of constitutional rights 
were finally removed and the blacks in the 
US won the elementary political right of 
voting. 

The purpose of digging up these skele¬ 
tons from the closet is to point out that 
the contemporary view about human 
rights has changed so much that while the 
tricky justification for discrimination 
under the rule of law and constitution in 
conjunction with selective acts of repres¬ 
sion and manipulative use of the rhetoric 
of politics could have worked in the past, 
the strategy is likely to meet with resis¬ 
tance in today’s world Likewise, the 
ideology stressing one-to-one relationship 
of voting nghts with democracy and the 
rule of law with human rights may sell in 
certain sections of the population in the 
US today, but is likely to meet with resis¬ 
tance from many third world countries. 

The reason for the difference in percep¬ 
tion is a sharper and deeper awareness of 
human rights and democracy as ideas cen¬ 
tred around these two concepts grew and 
developed in Europe and spread to the rest 
of the world. 

Why certain ideas emerge at a certain 
time-period and dominate people’s mind 
has been a subject of speculation by 
philosophers and historians. Once the 
ideas emerge, though, they have a life of 
their own as intellectuals develop them 
into ideologies and theories. 

The conversion of an ideology into 
policies involves the dynamics of pressure 
not only from the power of ideas, but, 
also, from its pull on segments of the peo¬ 
ple and their capacity to act. Even if 
policies arc right, they have to be trans¬ 
lated into concrete programmes which, in 
their turn, have to be implemented in ac¬ 
tion by institutions and resources, human 
and material. The dissemination of ideas 
to significant sections of the masses is, 
also, an important factor and this involves 
not only the presence of ideologues ex¬ 
pressing themselves but, also, the develop¬ 
ment of outlets through which these ideas 
are embodied in beliefs and emotional 
drives for social change and the receptivity 
of those ideas by the underprivileged 
groups. 

Following an old saying, one can say 
that there are many cups and lips and, 
thus, the slips between ideas, ideologies, 
policies, programmes and their execution 
can be numerous. Conflict is generated by 
these slips and this is part of the tortuous 
process ot social change. 

The role ol ideas, however, has a 
primeval quality. While we may not see 
their fruition in "a majestic logical for¬ 
ward movement in history” to quote from 
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an article by Arthur Lovejoy, the first 
editor of the Journal of the History of 
Ideas . but there is “an immanent dialec¬ 
tic” whereby ideas are clarified and pro¬ 
blems consecutively get themselves solved 
or at least advanced towards less erron¬ 
eous or inadequate solutions”. 

The social change that is taking place 
in the third world and the consequent tur¬ 
moil can be traced back to the diffusion 
of ideas from Europe and their complex 
impact in terms of the political tradition 
or culture of a particular country. 

The basic elements of the idea of 
human rights, most philosophers and 
historians will agree; are two—liberty and 
equality. The concept of fraternity origi¬ 
nally conceived of in mystical terms dur¬ 
ing the French revolution and later deve¬ 
loped by Marx as a global class-conscious¬ 
ness did not work out as predicted. This 
failure is attributed to the emergence of 
nationalism. 

The idea of liberty grew out of the 18th 
century intellectual climate which stress¬ 
ed the ‘natural, inalienable’ individual 
rights. These rights were the product of 
enlightenment which challenged the basis 
of old aristocracy. The basic premise of 
these rights called rights of liberty or civil 
rights is negative, that is, the right o in¬ 
dividuals to be left in peace, assuming that 
the government is performing the task of 
preserving life and liberty in a fair manner. 

The functions of the state, under this 
theory of rights, were viewed basically as 
negative: But, when one looks closely at 
the history of the relationship between the 
state and the individual in the US, for ex¬ 
ample, the state protected what individuals 
had already owned. Life, liberty and pur 
suit of happiness involved in practice the 
loss of life, liberty and the destruction of 
happiness of the disadvantaged sections 
of the population. 

The idea of human rights that emerged 
in the 19th century began to emphasise 
positive obligations to individuals on the 
part of the state. As Raphael of the 
University of Glasgow pointed out in an 
article entitled, ‘Human Rights, Old and 
New', published in a book edited by him 
[Political Theory and the Rights of Man , 
1967] advocates of the rights of man in 
18th century regarded the functions of 
government as negative “to protect in¬ 
dividuals in the enjoyment of what they 
already possessed, to leave them free to 
fend for themselves as long as they did not 
encroach upon the established legal rights 
of others. The idea that the government 
also has the positive duties of increasing 
welfare and of redistributing wealth more 
justly is a product mainly of 19th century 
socialist thought. Insofar as this idea of 
the positive duties of the government was 
expressed under the notion of rights, of 
the just claims of need, it owes most to 


French theorists of the period, specially 
Louis Blanc and Proudhon.” 

The implications of this analysis of the 
emergence of ihe idea of human rights can 
be far-reaching as pointed out insightful¬ 
ly by John Lewis in an article published 
in a Unesco-sponsorcd symposium in 
1950. According to him, the demands for 
human rights which arose out of resent¬ 
ment against the old-style monarchic and 
feudal aristocracy can, in the modern set¬ 
ting, be directed against the new types of 
aristocracy sustained by capitalism, lb 
quote John Lewis, “The struggle between 
two different sets of rights brings man¬ 
kind to the same position vis-a-vis proper¬ 
ty as was formally taken up politically vis- 
a-vis aristocracy” In the first case, hutnan 
rights could not be established without the 
final defeat of autocracy; in the second 
case, human rights cannot be fulfilled 
without the final defeat of “the absolute 
rights of capital” 

From this perspective, there is a distinc¬ 
tion between the old rights of liberty and 
the new rights ot equality. There is, also, 
a subtle linkage The awareness of the 
rights of equality can develop from the 
political rights such as voting which may 
lead to political participation and action, 
generating demands for the right to work 
and social security Political rights, that 
is claims of equality as citizens can lead 
to claims of equality in other areas of life. 
This process of the gradual unfolding and 
expansion of the ideas of human rights 
took place in the western world through 
the dynamics of their advocacy by some 
intellectuals and of the pressure from 
(he masses through organised social 
movements 

We see this change in the US too when 
we contrast the American Bill of Rights 
with president Roosevelt’s message to the 
Congress in January 1944. The old Bill of 
Rights focused on the negative functions 
of the government in relation to the indi¬ 
vidual. Roosevelt’s bill spoke of “the right 
to earn enough to provide adequate food, 
clothing and recreation.” Walter Lippman 
in his The Method of Freedom published 
a decade earlier similarly argued in favour 
of adding economic rights to earlier ver¬ 
sion of rights. He wrote, “there are rights 
of personal liberty, rights of political par¬ 
ticipation, rights of property, rights of 
local self-government, lb these rights, we 
must add, 1 believe, the right of access to 
remunerative work!’ 

This kind of statement will not be look¬ 
ed with favour among people caught in 
the current fashion of the word-game of 
repeating the terms ‘freedom’ and ‘demo¬ 
cracy’ and linking them with ‘free enter¬ 
prise’. This fashion is partly a product of 
the current propaganda campaign orga 
nised by Washington. But, one must, also, 
take into account the special socio-histo- 


rical factors that favoured the nation-state 
formation in the north American continent. 

Some of the historical factors and ac¬ 
cidents that helped the formation of the 
United States as a nation-state are either 
forgotten or deliberately played down 
when the ideals of democracy and human 
rights are proclaimed as the primary fac¬ 
tors for the success of the US as a political 
entity. This has contributed to the growth 
of an ideological bias which acts like a 
cultural ‘iron curtain’. Senator Fulbright, 
a forgotten figure in US politics today 
graphically described the inherent lacuna 
in the American perception of social 
revolution abroad. In a chapter entitled 
‘Unrevolutionary America’ in his Arro¬ 
gance of Power, he wrote: “In confronta¬ 
tions with social revolution we Americans 
arc emotionally and intellectually handi¬ 
capped in three respects: first, by the fact 
that we are an unrevolutionary society; se¬ 
cond, by ihe absence of a genuine feeling 
of empathy for revolutionary movements— 
which is the result not of liard-heartedncss 
but of our own lack of experience with 
social revolution; and third, by a national 
mythology cultivated in Fourth of July 
speeches and slick publications, which 
holds that we are a revolutionary society, 
that ours was the “tiue" revolution which 
oughi to be an inspiration for every 
revolutionary movement in the world!' 
When Fulbright wrote these lines, the 
world scene was different. With the col¬ 
lapse of the so-called second world in 
eastern Europe and Soviet Russia, the 
above mythology has gained an additional 
basis ol emotional and intellectual sup¬ 
port in the US. 

Several unique socio-historical factors 
which encouraged the growth of the ‘na¬ 
tional mythology’ described by Fulbright 
need listing. 

The first unique feature of the US is 
that it is a product ol settler colonialism 
in a unique selling where the original in¬ 
habitants were small in number, divided 
among themselves and backward in mili¬ 
tary technology The country was, also, 
rich iri natural resources. The (act of the 
small number and military weakness of 
the indigenous populaiion is important. 
If they were large in number, a situation 
similar to South Africa might have arisen. 
The settlement patiein in the US, in this 
respect, bears similarity to Australia and 
New Zealand where, incidentally, the 
native population was similarly decimated 
before thev were submitted to the hege¬ 
mony of the immigrant population. 

Another advantage the US enjoyed con¬ 
sisted of a series of historical accidents 
which the changing international order of 
the time-period provided. These chance 
factors may not attract adequate attention 
of academic observers as they analyse the 
evolving contemporary scene in terms of 
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abstraction^ that dominate the fashion of 
ideologies today. 

Eric R Wolf in his Europe and the Peo¬ 
ple Without History refers to the historic 
chance factors contributing to the forma 
tion of nation-sLates and warns against 
juxtaposing categories like the east and 
the west as "conceptual billiard balls" 
While opposing simple categorisation and 
bias often implied in the process. Wolf 
speculates on the chance factors that 
would have made nonsense of the theories 
of ideology-founded homogeneity of the 
United States. 

To quote Wolf, “It is conceivable that 
things might have been different 1 here 
could have arisen a polyglot Honda 
Republic, A Francophone Mixsivvippian 
America, a Hispanic New Biscay, A 
Republic of the Great I akes, a Columbia -« 
comprising the present Oregon, 
Washington and British Columbia. Only 
if we assume a God-given drive toward 
geopolitical unity on the north American 
continent would this ret injection be mean 
ingless.” 

Some of the historical accidents which 
the original founders ot the United States 
were smart enough to exploit were unique 
in the sense that they led to occupation 
of territories which would be difficult to 
repeat today without considerable blood¬ 
shed and international furore. Saddam 
Hussein could not ‘occupy’ Kuwait, but 
the US could occupy and annex Texas 
after a settler war with Mexico, and after 
a formal war. New Mexico (including 
present-day Arizona) and California were 
occupied and annexed. lands at that tune 
could be bought, too. Louisiana was pur 
chased for $12 million horn France and 
Florida for $ 5 million from Spam It West 
Asia today had been like the North 
American continent in the 19th century, 
Israel would not be facing the difficulty 
it is facing today. The rhetoric of political 
debate will be diffeic.j too. 

The point of this type ol retrospective 
speculation is to dramatise the difference 
in nation-state formation pattern m the 
US in the past and the third world today. 
This difference, according to some studies 
of American history has created a climate 
of opinion which favours the political 
tradition of emphasising liberty and the 
procedural aspects of democracy and 
neglecting the substantive aspects of 
democracy and new, progressive inter 
prctation: of human rights, requiring 
major restructuring of society. 

Gunnar Myrdal, in his American 
Dilemma, put the implications of overdue 
emphasis on liberty succinctly and pointed 
out how because of different historical 
factors, things turned out differently in the 
US. He wrote: “In America, as everywhere 
else—sometimes perhaps on the average 
a little more ruthlessly—liberty often pro- 
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vided an opportunity for the stronger to 
rob the weaker. The reason why American 
liberty was not more dangerous to equali 
ty was, of course, the open frontier and 
the free land When opportunity became 
bounded— the inherent conflict between 
equality and liberty flared up!' The last 
sentence of the statement excerpted from 
the 1962 edition of the book has prophetic 
value, witness the economic crisis in the 
US and the increasing gap between the 
iah and the pool 

I he role ol violence m the US nation¬ 
state formation was generally neglected, 
downplayed or lomanticised in the past 
American scholars became interested in 
the area In the 60s and 70s in response to 
the events centred around the protest 
movements and the so-called ‘Vietnam 
syndrome' Several studies on the role of 
violence in the US history has since ap¬ 
peared. One of them pointed out that 
violence did not even rate an cntiy in the 
International Encyclopedia of the Social 
Sciences. I bis neglect led to “the powerful 
strain of optimistic parochialism - that 
has vanously equaled the growth of the 
American nation with the New Jerusalem, 
Manifest Destiny, and ineleitablv pro¬ 
gressive Darwinian evolution". 

The above quotation is from Violence 
in America. Historical and Comparative 
Perspectives by Hugh Davis Graham and 
Ted Robert Gurr published in 1969. 
Perhaps the best description of the wide¬ 
spread use of violence laying the founda¬ 
tion of the US state formation and its ex¬ 
pansion was colourfully expressed by the 
Russian poet, Yevtushenko who wrote 
vears ago “The stars/In your flag/ 
America/Aie bullet holes". 

The spccal socio-historical factors 
which characterised the nation stale for¬ 
mation in the north American continent 
in the past arid created an ideological bar 
ru-r w hich distorts the perception of the 
■ evolution taking place in other parts of 
the world, however, adds certain concrete 
advantages which cannot be ignored when 
analysing the trends of post-cold war 
policy conducted from Washington. These 
advantages should be seen against the 
background ol the problems faced by 
most third world countries. 

Countries in the third world are facing 
the formidable task of accomplishing two 
things simultaneously—establish a poli¬ 
tical order in an ethnically diverse socie 
ty with questions of legitimacy about the 
territorial organisation of the polity and 
at the same time trying to tackle the pro¬ 
liferating demands for human rights 
which, unlike in the, past, refuse to be 
grounded in formalities of political and 
civil rights alone. 

In terms of the logic of the progression 
of the ideas of liberty and equality, this 
dual process of state formation and reali¬ 


sation of substantive aspects of human 
rights gets further complicated since the 
third world countries have various tradi¬ 
tional forms of hierarchy and questions 
about their legitimacy are raised as a kind 
of corollary to the questions about the 
colonial forms of discrimination these 
countries may have experienced. This 
often opens a Pandora’s box of conflicts. 
One example of this process of diffusion 
of the idea of equality is the comment the 
noted Bengali intellectual, Bankimchandra 
made in the second half of rtie 19th cen¬ 
tury. Referring to the existence of discrimi¬ 
nation reflected in the existence of sepa¬ 
rate courts for the English and Indians, 
he mentioned the indigenous forms of 
discrimination reflected in the caste 
system. He wrote, “It seems unlikely that 
oppression by one’s people is somehow 
rather sweet and that bv an alien race is 
especially bitter!’ 

The US advantages, seen against the 
backgtound of the problems of the third 
world briefly outlined above, are many. 
Two of them deserve notice for an analysis 
of the new policy of containment the US 
is going to mount to control events in the 
third world countries. As a nation-state, 
the US enjoys stability. Second, it main¬ 
tains several institutions of the cold-war 
era which can be used for intervention in 
the third world. 

The new US policy ol containment will 
have two tracks. One track will aim at 
establishing ideological hegemony over 
certain sections of the elite through what 
a writer called ‘soft co-optation’. There are 
many institutional means that are availa¬ 
ble for the purpose. These consist of the 
old old networks working through legiti¬ 
mate organisations like the academia, 
think-tanks and media and their new ver¬ 
sions which grew up during the Reagan 
era. These institutions will encourage con¬ 
ferences and sponsor publications in co¬ 
operation with intellectuals and media 
people in the third world who can be 
described as call girls, to use the title of 
a satirical novel by Arthur Koestler on 
people attending international conferences. 
The list of these institutions are 
multiplying. 

The other track will consist of interven¬ 
tion ranging from a new form of ‘low- 
visibility’ paramilitary operation in liaison 
with the local ruling groups aimed at 
sucvii.c:, removing leaders of protest 
groups. The intervention can, also, turn 
into high-visibility operation such as in¬ 
vasion or bombing. The capacities for 
these two types of intervention have not 
been cut down in the post-cold war era. 
According to a recent study by the House 
Arms Control and Foreign Policy Caucus, 
over one million Americans work overseas 
on Pentagon business. The US deploys 
troops or has agreements to deploy them 


Economic and Political Weekly September 5, v 



in some SO foreign countries. The report 
is based on unclassified documents. 
Classified documents, if available, will 
certainly lead to a larger figure of 
American military and paramilitary com¬ 
mitments abroad. 

The success of this two-track policy 
depends to a large extent on the operation 
of the Call Girls. Philosophically, institu¬ 
tions supporting publications and con¬ 
ferences propagate the idealistic and for¬ 
mal aspects of democracy. They will, also, 
as in the past, play undercover roles of 
providing subsidy to forces countering 
movements which demand substantive 
aspects of democracy. 

National Endowment for Democracy is 
one such institution. It organised a c6n- 
ference in 1985 on comparative studies of 
democracy resulting in four volumes of ar¬ 
ticles on ‘Democracy in Developing Coun¬ 
tries'. The introduction to the third volume 
on Asia clearly states the ideological view¬ 
point of the limited definition of demo¬ 
cracy To quote from the introduction, 
"We use the term ‘democracy’ in this study 
to signify a political system, separate and 
apart from the economic and social 
system to which it is joined. Indeed, a 
distinctive aspect of our approach is to in¬ 
sist that issues of so-called economic and 
social democracy be separated from the 
question of governmental structure. 
Otherwise, the definitional criteria of 
democracy will be broadened and the em¬ 
pirical reality narrowed to a degree that 
may make the study of the phenomena 
very difficult!’ 

The introduction quoted above was 
signed by two well known intellectuals 
associated with the Hoovei Institution - 
Larry Diamond and Seymour Martin 
Lipset. They used academic jargon ta j 
tionalising the limited definition of 
democracy which fits in with the emerging 
post-cold war US policy of establishing 
political hegemony over third world coun¬ 
tries justifying control ovei their economy 
and polity. 

The introduction did not mention one 
'distinctive aspect’ of the approach of the 
institution which sponsored the confer¬ 
ence of democracy. It is part of a pro¬ 
gramme called Project Democracy which 
engages in undercover activities. The pro¬ 
gramme originated under the Reagan Ad¬ 
ministration. According to a report pub¬ 
lished in the New York Times five years 
ago, the project has its own.communica¬ 
tion system, secret envoys, ships and 
airplanes, offshore bank accounts and 
wholly-owned corporation. 

The National Endowment for demo¬ 
cracy was described as the public arm of 
the project. It not only gave government 
funds to foreign book publishers and 
labour unions, but, also, to political can¬ 
didates serving American ideology and 


political and economic interests. It gave 
covert support to Nicaraguan rebels under 
Oliver North’s direction and three years 
ago, during the presidential elections in 
Costa Rica, gave over $ 433,000 to op¬ 
ponents of Costa Rican president Oscar 
Arias who won Nobel Peace Prize for his 
Central American Peace Plan a year 
before. 

Such undercover fundings are not res¬ 
tricted to the third world alone. French 
press revealed the secret funding of large 
amounts of money by the same organisa¬ 
tion to rightist student union and labour 
union groups in 1985. An interesting 
feature of this endowment is that most of 
its grants are administered by institutes 
created by the Republican and Democratic 
parties, the AFL-CIO and the US Chamber 
of Commerce. 

Numerous other examples of this kind 
of overt and covet t programmes to esta¬ 
blish American hegemony by various 
means over other countries can be given. 
The list will run mto several pages. 

India is going to be a target of this kind 
oi programme (or two reasons. First, 
India is a potential market, with its over 
200 million middle class population, not 
only for consumei goods, but also for 
mass media products. These two markets 
are closely linked, and Amciican inteicst 
in exploiting both is strong both tor eco¬ 
nomic and ideological reasons. American 
Enterprise Institute, a conservative think- 
tank, organised a conference in March on 
the spread of pop culture abroad. Some 
of the data are important indicators of the 
interest in the area. 

American studios earned over $ 1.7 
billion from film rentals abroad, in addi¬ 
tion to $ 2.4 billion from video-cassette 
sales and rentals and $ 2.3 billion from 
television sales abroad. 

Ben Wattenberg, organiser of the con¬ 
ference was openly enthusiastic about the 
spread of American hegemony through 
the sale of mass media products abroad. 
“Today”, he said, “Only the American 
democratic culture has legs. Only Ameri¬ 
cans have the sense of mission--and gall- 
-to engage in global cultural advocacy We 
run the most potent cultural imnerium in 
history!’ 

Accompanying the increasing influence 
of the American pop culture; there will be 
an increase in the number of Call Girls 
attending conferences and mouthing 
terms like ‘democracy’, 'human rights’ and 
‘capitalism* indiscnminatingly, and decry¬ 
ing the socialist tradition in India esta¬ 
blished by intellectual leaders like Nehru, 
Gandhi and Jaiprakash Narayan and per¬ 
sisting political powfcr of different com 
munist parties in parts of India despite the 
collapse of Soviet Russia. 

As one reads the Indian press, one 
notices the repetition of the terms like 


‘Nehruvian socialism’ and its replacement 
with ‘market economy’ ‘privatisation*, 
‘liberalisation’ and participation in the 
‘new world order'. These terms are repealed 
ad nauseam in popular media. A content 
analysis of the mass media in India trac¬ 
ing the usage of these terms will make a 
useful and interesting study. It is one thing 
to analyse specific failures of different sec¬ 
tors of the economy and suggest a policy 
and programme of a differential mixture 
of private, public and state sectors of the 
economy. It is auothci matter when a 
word-game using terms like ‘democracy’, 
‘capitalisin’ and ‘socialisin' are played ef¬ 
fusively and carelessly. 

One can speculate on a latent political 
objective behind the current fashion of the 
frequent use of the above terms. This ob¬ 
jective is to slowly introduce a new gram¬ 
mar of politics under the subtle influence 
of the American media, academia and 
various institutions, including the World 
Bank This reminds me of a historical 
anecdote regarding the publication of the 
first grammar of a modern European 
language, the Spanish G ramatwa. In 1492, 
when it was presented to Queen Isabella, 
she asked the scholar, Nebrija who wrote 
it, "What is it for?" Bishop of Avila, 
speaking on behalf of the scholar, replied: 
“Your Majesty, language is the perfect in¬ 
strument of empire” (J B Trend, The 
( mlnalion of Spam, 1944] 
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Objective 

• The primary objective of ICRA is to 
provide guidance to the investors/ 
treditors in determining the credit risk 
associated with a debt instrument/ 
credo obligation. 

• ICRA ratings reflect independent, pro¬ 
fessional and impartial assessment of 
such instruments/obligations 

• The ratings are not recommendations 
to buy or sell securities. 

ICRA Ratings 

The ICRA rating is a symbolic indica¬ 
tor of the current opinion qf the relative 
capability of timely servicing of the debts 
and obligations. The rating is based on 
an objective analysis of the information 
and clarifications obtained from the con- 
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arm as also other sources, which are 
considered by ICRA to be reliable. ICRA 
rates long lerm, medium term and short 
term debt instruments. 

ICRA RATING SCALE 
(LONG TERM including 
Debentures, Bonds and 
Preference Shares) 

LAAA ■ Highest safety. Indicates funda¬ 
mentally strong position. Risk 
factors are negligible. There 
may be circumstances adversely 
affecting the degree of safety 
but such circumstances, as may 
be visualised, are not likely to 
affect the timely payment of 
principal and interest as per 
terms. 


LAA : High safety. Risk factors are 
modest and may vary slightly. 
The protective factors are 
strong and the prospect of time¬ 
ly payment of principal and 
interest as per terms undo 
adverse circumstances, as may 
be visualised, differs from 
‘LAAA’ only marginally. 

LA : Adequate safety. Risk factors . 

arc more variable and greater in ! 
periods of economic stress. Tht 
protective factors are average 
and any adverse change in cii- 
eumstances, as may be visuali¬ 
sed, may altrr the fundamental 
strength and affect the tinieh 
payment of principal and inter¬ 
est as per ter ms 

LBBB Moderate safety. Considerable 
variability in risk factors. The 
protective factors are below 
average Advctse changes in 
business/cconomic circumstan¬ 
ces are likely to affect the timely 
payment of print ipal and inter¬ 
est as per terms. 

LBB ■ Inadequate safety. The timely 

payment of interest and princi¬ 
pal are more likely to be affect 
ed by present or prospective 
changes in business/rronomii 
circumstances. The protective 
factors flui mate in case of 
changes in economy/business 
conditions 

LB : Risk prone. Risk factors indi¬ 

cate that obligations may not be 
met when due. The protective 
factors are narrow. Adverse ' 
changes in business/economic 5 
conditions could result in j 
inability/unwillingness to ser- ' 
vice debts on time as per terms. 

LC ; Substantial risk. There ar< 

inherent elements of risk and 
timely servicing of debts/ 
obligations could be possible 
only in case of continued exis¬ 
tence of favourable 
circumstances. 

LD : Default. Extremely speculative 

Either already in default in pay 
ment of Tnterest and/or princi¬ 
pal as per terms or expected to 
default. Recovery is likely only 
on liquidation or , 

re-organisation 

ICRA RATING SCALE 
(MEDIUM TERM including 
Fixed Deposits) 

MAAA : Highest safety. The prospect of 


RATINGS IN USE 


timely servicing of the interest 
and principal as per terms is the 
best. 


: High safety. The prospect of 
timely servicing of the interest 
and principal as per terms is 
high, but not as high as in 
‘MAAA’ rating. 

: Adequate safety. The prospect 
of timely servicing of the inter¬ 
est and principal is adequate. 
However, debt servicing may be 
affected by adverse changes in 
the business/economic 

conditions. 

Inadequate safety The timely 
payment of interest and princi¬ 
pal are more likely to he affect¬ 
ed by future uncertainties. 

Risk prone Susceptibility to 
default high. Adverse changes 
in busmess/eronomic condi¬ 
tions could result ill inability/ 
unwillingness to service drbts 
on time and as per terms. 

Default Either already in 
default or expei ted to default. 

ICRA RATING SCALE 
(SHORT TERM including 
Commercial Paper) 

A-l • Highest safety. The ptospect of 
timely payment of debt/ 
obligation is the best 

A-2 High safety. The tclativc safety 
is marginally lower than in ‘A-1' 
rating. 

A-3 : Adequate safety. The prospect 

of timely payment of interest 
and instalment is adequate, but 
any adverse change in 
business /economic conditions 
may affect the fundamental 
strength. 

A-4 ■ Risk Prone The degree of safety 

is low. Likely to default in case 
of4dvcrse changes in business/ 
economic conditions. 

A-5 : Default. Either already in 

default or expected to default. 


MAA 


MA 


I 

f 

j MB 


i 

' MC 


MD 


Notes 

(i) : The rating symbols .group 

together similar (but not neces¬ 
sarily identical) Concerns in 
terms of their relative capability 
of timely servicing of debts/ 
obligations, as per terms of con¬ 
tract, i.e. the relative degree of 
safety/risk. 

(•>) : The signs of (+) or (-) may be 

used after the rating symbol to 


FINANCIAL INSTITUTIONS 


s 

^ Name of Company 

r% , I ixcd 

LVliemutes 

Deposits 

Cominmial 

Paper 

1 Industrial Credit and Investment Corporation oflndu Ltd 

LA A A 

— 


FINANCIAL SERVICES COMPANIES 


s 

No 

Name of Company 

Debentures 

f ixed 
f)rjMistts 

Com mm lal 
Paper 

1 

Apple Industries Lid 


M \ \ 


2 

Capital Trust Ltd 


MA f 


3 

f irst Leasing Compum of India Ltd 

I.AAA 

ma\a 


4 

Kailash Auto Finance Lid 

— 

M \ 


S 

Kirloskat Investments and Finance Ltd 

— 

MA 


6 

Leafin India Ltd 

— 

M\ 


7 

Magma Leasing Lid 

- 

MA 


8 

Monoplan Industrial Credit Corporation Ltd 


MA 


9 

1 he lnve*tmrnt IruM oi Indm Ltd 

- 

M \ 4 


10 

1 hr Motor & Cenrtal finance Ltd 


M V\ 


11 

United Leasing Ltd 


M \ 

- 


MANUFACTURING COMPANIES 


S 

No 

Name of Company 

Debentures 

hxrd 

Deposits 

Continental 
Pup< r 

1 

Atihani Cocsut Ltd 

1.A 

_ 


i. 

Bakehtr Hylam Lid 

I.AA 



j 

Core Parenteral* I id 

LA 1 



4 

Duncans Agio Industries Ltd 

LA A- 


- 

c ) 

Lssar Gujaiut Ltd 

I.AA 


\! 

b 

Cuidrat Narmada \ alU \ Fritili/eis Company Ltd 

1 A 

- 

- 

7 

Cuiar.O State Fertilize is Company Ltd 

I A A ♦ 

- 

- 

8 

Kelvmator ol India Ltd 

LAA 



9 

Key or am Industries l id 

LA . 

- 


id 

Mangalore Refinery & IVtmiheriiK.ds Ltd 

J. \t r. 

- 


II 

Midland Plasties 1 ”1 

LBBH 


- 

12 

Montai* hmusiiirv 1 uj 

I BBR- 


— 

1 i 

()SWdl Spin lung tV \\r<i«.iu> Mills Ltd 

t HBIJ 

- 


14 

Parasiampuna Sytuhetus Ltd 

1 \\ 



13 

Pasupati Spinning & Weaving Mills Ltd 

1 \ 



16 

Steel Authority of India Ltd 


-- 

\l 

i? 

Tarmlnadu Prtropnxlut ts Ltd 

LAA 



IB 

Tata Meiahks Ltd 

I.HBIl I ( P) 


- 

19 

1 at a 1 ra Ltd 

LAA A 

MAW 

A) + 

20 

1 he Associated Oment Companies Ltd 

... 

- 

Alt 

21 

I he Indian Hotel* ComjMnv Lid 

LAA +■ 

- 

- 

22 

I he Rampur Distillery & Chemical Company Ltd 

MA 

- 


25 

The Walerbase Ltd 

I.BIiB'l'i 

— 


2+ 

Voltas Ltd 

I.AA 


At 

25 

Western India Sugar &. Chcmu<d Industries Ltd 

I.BBBi Pi 




indicate the comparative posi¬ 
tion of the Company within the 
group covered by the symbol. 

(ill) : The rating sy nbols for diffetent 
instruments of the same 
Company need not necessarily 
be the same 

~ ‘P’ Rating 

The letter ‘P’ in parenthesis after the 
rating symbol indicates that the debt 
instrument is being issued to raise 
resources by a new Company for 
financing a new project and the rating 
assumes successful completion of the 
project. 

Credit Assessment 

ICRA also takes up assignments for 
credit assessment of Companies/ 
Undertakings intending to use the same 
for obtaining specific line of assistance 


bom Commercial Batiks, financial/ 
Investment Institutions, factoring 
Companies and Fmamial Service 
Companies. The assessment indicates the 
btoad opinion of ICRA as to the relative 
degree of capability of the Company/ 
Undertaking to repay Hv interest and 
principal as pn the loins >>1 the contract. 

General Assessment 

ICRA provides services of General 
Assessment at the request of Banks/ 
Potential users of such General 
Assessment Repot ts. This service is also 
likely to Ik- useful for other non-banking, 
non-financial agencies tor the purpose of 
merger, amalgamation, acquisition, joint 
venture, collaboration and factoring of 
debts, etc. ICRA does not assign any spe¬ 
cific symbols in respect of such General 
Assessments. It provides a report on dif¬ 
ferent aspects of the Companies 
operations/managements. 
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Education: The Colonial Legacy 

Aparna Buku 

Political Agenda of Education: A Study of Colonialist and Nationalist 
Ideas by Krishna Kumar; Sage Publications, New' Delhi, 1991; pp2IO, Rs 190. 


EVERY education sytern has an implicit or 
explicit political agenda and the British in 
troduced English education in India not just 
for producing clerks and petty officials hut 
for creating a civil society The civil society 
was confined only to men ol property and 
colonial education, according to Krishna 
Kumar, was meant not lor the masses hut 
for the pimlcged tew He is, of com >c, not 
the first todiscovei this. It is well known that 
English education was meant to create a 
class 'Indian tn race and colour but English 
in manners, morals and intellect’ who would 
adopt western values and attitudes and sup¬ 
port British rule, lo Macaulay, the conquest 
of the mind was more important than mili¬ 
tary victories. Whereas earlier, the terms 
middle class, elite or intellegentsia have been 
used for describing this western educated 
group, Krishna Kumar use the currently 
fashionable Gramscian term civil society 
The composition of this group has been ex¬ 
amined among others by Ami Seal, B B 
Misra and Aparna Basu. The autbois say 
that the colonial slate was not a welfare 
agency—no colonial state is—and in tact 
there was no wdfare state in the 19th century. 

Krishna Kumar states rightly that colonial 
education played a dual role of, one, streng¬ 
thening group solidarity among the educated 
and, the other, disturbing traditional hierar¬ 
chies. He goes on to assert that the first is 
rarely acknowledged, while the second has 
been overestimated. It is strange that lie 
should say so, since the role ol English 
education in cutting across linguistic, com 
munal and regional barriers and creating an 
all-India English-speaking class, elite or civil 
society, by whatever name we call it, was 
acknowledged long before sociologists 
started writing about Sanskritisation— 
education being an agent lor upward mobili¬ 
ty of the lower castes. 

It is true that educated Indians in the Nth 
century shared the notion of their tulers that 
Indian society had to be reformed It is not 
quite clear whether the author contends that 
the reformers like Ram Mohan Roy, Ranadc 
or Vivekananda were also deluded in this 
and saw Indian society through the tinted 
glass of colonialism These reformers may 
not have had an unrestricted vision. But they 
undoubtedly had first-hand knowledge of 
their own castes and groups and genuinely 
felt that certain irrational customs, rituals, 
superstitions had lo be removed Mavbe the 
missionaries or colonial administrators 
highlighted these customs but they did ex¬ 
ist and could not be justified either on ra¬ 


tional or on hiimanilatian grounds. While 
Krishna Kumar is perhaps right in aiguing 
that by and large there is not much dif 
ference in the views on education of ihe 
British and the Indian nationalists, he tails 
to point out that they often warned the same 
things hut foi diflerent reasons. A shill hi 
offici.il policy noticeable Irom the late 19th 
century, with an emphasis on primarv 
education m the vernaculars rather than 
higher education m English and on technical 
lalliei than on literary education was prr 
manly because higher literary cdtnulinrt 
came to be regarded ns politically dangerous 
While educated Indians wanted higher suen 
tilic and technical education, the govern 
ment was for technical schools to tram 
carpenters, blacksmiths and overseers A 
scheme such as lamshcdji lata's Indian In 
stitute of Suerre took neatly 2(1 years lo 
materialise because of official objections 
and delays and (inkhale’s primary education 
bill was defeated because ol opposition Irom 
Ihe official lobby 

What did our colonial masters regatd as 
worth teaching'’ They answered this ques¬ 
tion in tctmsol what they perceived Indian 


society lacked. Moral leaching and charac¬ 
ter building were emphasised and all in¬ 
digenous knowledge was denied recognition. 
They also noticed the absence of geography 
teaching in indigenous schools. Now 
geography may have been taught, as the 
author holds, because it was necessary for 
public works which in turn were necessary 
for ’exploitative trade', but surely there was 
nothing wrong in teaching that^thc earth is 
round and that it revolves round the sun, nor 
foi that matter in leaching modern arith¬ 
metic The importance of text-books in col¬ 
onial education is rightly emphasised and 
that, foi both teachei and pupil, the text¬ 
book wav the curriculum, but Krishna 
Kumar is not quite right in saving that all 
text hooks were prescribed by the State. 
I here were committees which approved text 
hooks but government control over these 
was loose lore! Cur/on at one point wanted 
to tighten control over these but was cau¬ 
tioned by Im colleagues in london and 
( alcutta that England was riot Prussia and 
it would be difficult to prescribe some texts 
and proscribe others 

While it tv true that there was some 
resistance to colonial education and initially 
there was fear of conversion to Christianity, 
this gradually declined after 1857. and 
more so after 1882, private schools managed 
by Indians were established. Students Hock¬ 
ed to Hindu College. Calcutta, the first 
'secular' school teaching English m Asia, 
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LAW, POWER AND JUSTICE 

The Protection of Personal Rights in the Indian Penal Code 
VASUDHA DHAGAMWAR 

In India, I no taws that ailed the lives of men and women the most ate criminal 
laws these laws ate enshrined in the Indian Portal Code which is intended to 
afford protection to porsonul liberty 
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which opened in 1817 and to Elphinstone In¬ 
stitution in Bombay, which started 10 years 
later. R E Frykenberg has pointed out the 
same kind of enthusiasm in Madras. This 
was so not only because education opened 
up avenues to new types of jobs but also 
because many found it intellectually exciting. 

The second part of the book deals with 
‘the dynamics of the freedom struggle’. The 
focus of analysis here is on the educational 
ideas and programmes proposed by promi¬ 
nent Indian leaders and on three major ques¬ 
tions with which they were concerned- 
equality, self-identity and progress. Krishna 
Kumar argues that even Ambedkar and 
Jyotiba Phule, the most radical of these 
leaders, dealt with the question of equality 
within a bourgeois liberal framework. This, 
he says, has not much meaning, as it only 
reinforces the market. It is not quite clear 
why equal educational opportunity cannot 
be provided in a liberal framework, in the 
interesting section on self-identity, the 
author shows how Hindi was perceived as 
a symbolic instrument for fighting col¬ 
onialism and domination of English, but by 
its rejection of Urdu, particularly in nor¬ 
thern India, it helped in creating communal 
consciousness. Hindi was assigned the role 
of pan-Indian language but was also the 
language of the Hindus The author dis¬ 
cusses the role of Benares Hindu Universi¬ 
ty in the codification ol Hindi literature and 
language and also more specifically that of 
Acharya Ravichandra Shukla who taught 
Hindi there. 

Education was regarded as an instrument 
Of progress both by the colomseis and the 
colonised. Nineteenth ceriturv Indian leaders 
across the country regarded Indian society 
as static and the west as dynamic. Even when 
they criticised colonial rule, (lies appreciated 
the exposure English education offered to 
western knowledge in science, philosophy 
and economics Krishna Kumar examines 
the siews ol Gokhalc, Iajpatrai. Tagore and 
Gandhi and concludes that only the last two 
rejectee? colonial education and advanced 
alternative systems. Gandhi’s ideas were first 
put forward in Hind-Swaraj and later in his 
Have Education Scheme. His idea of pro¬ 
gress was not to follow the west but to revive 
handicrafts and the village economy and to 
construct an enlightened mass base. Inde¬ 
pendent India did not, however, follow this 
model and progress for Nehru and others 
meant industrialisation which necessitated 
the setting up of advanced institutes for 
scientific and technical training and research. 
As a result, higher education and education 
of the upper classes thrived while mass 
education was neglected. It is quite true that 
progress was defined as industrial growth 
and modernisation and mass education suf 
fered, but are these necessarily related? After 
all, so many countries have achieved both. 

Krishna Kutnai argues persuasively that 
what our children learn in schools today has 
little relevance to their everyday surrounding. 
School curricula are disassociated from the 


child's everyday reality and milieu. He traces 
this back to the selection of school know¬ 
ledge made under colonial rule and sees a 
link between that and present-day pedagogy 
and curricula. He indicts our present-day 


UNDP’s second Human Development 
Report (HDR) released in 1991 marks 
another important effort to highlight the 
need for polios interventions that improve 
people’s lives I mancing human develop¬ 
ment is the ccntial theme of HDR 1991. The 
report points out that it is the lack of 
political commitment, rather than the lack 
of financial resources, that has constrained 
human development. It goes on to highlight 
the enormous scope that exists for restruc¬ 
turing national and international budgets 
and for improving the direction and efficien¬ 
cy of current spending. I he report attempts 
to outline a vision of a new global order with 
a new agenda for human development, 
where reciprocity, mutual sharing, and inter¬ 
dependence between nations pave the way 
for more equitable and sustainable develop 
mem. Forty lorn detailed tables at the end 
of the report ptovide valuable country-level 
and regional statistics on human develop¬ 
ment indicators. 

The intellectual origins of the Human 
Development Reports (1990 and t99l) can 
be traced to the formulation ol development 
as capability expansion, pioneered by Amartya 
Sen. The first repoil emphasised ihat 
development is about mote than GNP 
growth. It argued for defining human 
development as “a process of enlarging peo¬ 
ple's choices”, a process in which the focus 
shifts from viewing commodity and income 
expansion as the goal, to viewing such an 
expansion as a means to enlarging people’s 
capabilities. A significant conclusion of the 
report was that whde income expansion may 
be a necessary condition for development, 
it is by no means a sufficient condition; con¬ 
scious policy interventions can bring about 
substantial and sustainable gains -in social 
well-being in all societies. An innovative con 
tribution of the HDR 1990 was the const) uc- 
tion of a Human Development Index (HDD, 
which was based on an assessment of depii 
vation in three aspects of human living: 
knowledge, longevity and health, and in¬ 
come for a decent living. 

HDR 1991 alters two of the three indi¬ 
cators used in the construction of the HDI 
Instead of using adult literacy rates, educa¬ 
tional attainment is now measured by a com 
bination of adult literacy and the mean years 
of schooling. The zero weight assigned 
previously to incomes above the poverty cut¬ 
off point has been replaced by giving a pto- 


cducators for not challenging the form, con¬ 
tent and text of colonial knowledge. The ; 
basic structure of knowledge and style* of 
transmission under colonial rule continue to 
shape our education even today. 


gressively lower weight to income beyond the 
cut-off point. (It is, perhaps, noteworthy that 
one consequence of the new method of com¬ 
puting the index is that it improves the HD! 
rank of the US.) Despite these alterations, 
the HDI continues to illustrate the wide 
disparities that exist in the levels of human 
development between countries. Out of 160 
countries, Japan, with an HDI of 0.993 (out 
of a maximum HDI score of 1.000) ranks 
first, and Sierra Leone, with an HDI of 
0.048, ranks last. India gets an HDI score 
of 0.308 (rank of 123); that there are only 
37 countries in the world with lower HDI 
scores should be a matter of serious concern 
to policy-makers in India. The index esta¬ 
blishes the existence of serious deprivation 
in developing countries (box 2.3 on ‘100 
million missing women’, and box 2.6 on 
AIDS in Africa’), as well as in the industrial 
i,.t'tintties (box 2 4 on 'The US—poverty 
aii.id plenty’, and box 2 5 on ’Cardboard 
i iifor the UK’s homeless’). It also 
highlights the existence of severe inequalities 
between the rich and the poor, men and 
women, and rural and urban dwellers. By 
constructing a gender-sensitive HDI, and an 
income distribution-adjusted HDI, the 
report illustrates the magnitude of such in¬ 
equalities and their implications for (be 
more vulnerable sections of society. 

A new feature of HDR 1991 is that it at- 
Kgnpts to measure human freedom. The 
report points out that ‘human development 
is incomplete without human freedom’, and 
notes that the HDI fails to capture this 
significant component of human life. The 
report goes on to construct a ‘human 
freedom index' (HFI) for 88 countries (see 
Thble 1.5, and Ttchnical Note 6). Data for 
the construction of the HFI are obtained 
from the World Guide to Human Rights by 
C hat lev Humana which evaluates the human 
rights pci tormance of 88 countries in 1985. 
The evaluation derives ftoin 40 sub-indices 
based on international human rights docu¬ 
ments, such as the Universal Declaration on 
Human Rights and the two associated 
covenants- the international. Covenant on 
Economic, Social and Cultural Rights and 
the International Covenant on Civil and 
Political Rights. Humana classifies the 40 
sub indices into five groups of rights or 
freedoms: (1) six questions on rights, or 
’freedom to’; (2) 12 questions on ‘freedom 
from’; (3) 10 on ‘freedom for’; (4) seven on 


Financing Human Development 

A K Shiva Kumar 

HumaH Development Report, 1991; United Nations Development Pro¬ 
gramme, Oxford University Press, New York, 1991; pp 202. 
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legal rights; and (5) five on personal rights. 
The performance of each country is assessed 
on a scale of zero (no rights) to three 
(guaranteed rights), and after assigning a 
higher weight to ‘personal rights’, the 
Humana Index is computed. The HFI dis¬ 
cards the use of differential weights, and also 
reduces Humana’s four-point scale of obser¬ 
vations to a two-point scale, or simply “yes” 
(si) and “no” (=0) scale. The resultant sum 
total of freedoms gives the HFI, and this is 
used to rank the 88 countries. Sweden and 
Denmark rank first (HFI score4 of 38), and 
Iraq is last (HFI score of 0!). The US gels 
a HFI score of 33, and is one of the 18 ‘high- 
freedom* ranking countries (HFI scores bet¬ 
ween 31 and 40). India with a HFI score of 14 
is one of the 32 ‘medium-freedom’ ranking 
countries (HFI score between II 30), and 
ranks 42nd out of the 88 countries. Among 
the prominent-'low-freedom’ ranking coun¬ 
tries (HFI scores 0-10) arc China (HFI score 
of two), Pakistan, Indonesia, and Cuba 
(HFI scores of five each), and Bangladesh 
(HFI score of seven). According lo the 
report, there is a high eoirelation between 
human development and human freedom, 
though the causality is far from clear. 

The HFI, thus constructed, is simplistic, 
arbitrary, and clearly problematic. The 
report no doubt caulions the reader that 
while the construction of the HFI could be 
‘a precarious exercise' (and so, indeed, it is), 
the result ‘however imperfect, at least shows 
the direction that futuic work can take’. I 
submit that u is not correct that the ‘next 
logical step’, as the report suggests, ‘would 
therefore be to merge the HDI and the HFI 
into one overall index'. There is great danger 
in striving to represent all dements of 
human development and human freedom in 
any single quantitative indicator, (liven the 
several dimensions of human development, 
many of which defy even crude quantifica¬ 
tion, it is necessary to look ai a set of in¬ 
dices and factors, instead of trying to evolve 
a single composite indicator. The search £pr 
such a single indicator is, surely, futile. 

A useful extention of the report is to sug¬ 
gest expenditure-ratio analysis as a starting 
point to understand how public spending on 
human development can be designed and 
monitored. The report suggests the use of 
four ratios: (a) the public expenditure ratio. 
E/Y, which represents public expenditure, E, 
as a percentage of national income, Y; (b) 
the social allocation ratio, S/E. which is the 
proportion of public expenditure, E, going 
to the social sector, S; (c) the social priority 
ratio, P/S, which is the proportion of expen¬ 
diture in the social sectors going to human 
development priorities, P; and finally, (d) the 
human expenditure ratio, P/Y = E/Y x 
S/E x P/S, which indicates the percentage 
of national income devoted to human priori 
ly concerns (p .39) Besides pointing to the 
need for fiscal reallocation in favour of 
human development priorities, the report 
also highlights the enormous scope that ex¬ 
ists for cost reductions and efficiency im¬ 


provements in education, health care, water 
and sanitation. The report goes on to ad¬ 
dress the issue of political will, and calls for 
people’s participation and the induction of 
professional groups into the managing of 
political and economic transition. Without 
advocating either an altogether pro-market 
or a pro-government stand, it proposes a 
more balanced and complementary ap¬ 
proach to problem-solving, given the ulti¬ 
mate goal of promoting human development. 


Despite its unsuccessful—and unhelpful- 
attempts at quantifying human freedom, the 
HDR makes a significant contribution tc 
development literature, and has important 
relevance to scholars and policy-makers all 
over the world. Several innovative variations 
of the central theme of enhancing human 
capabilities can be conceptualised, and it is 
to be hoped that future reports will reflect 
the creativity that has been displayed thus 
far. 
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SPECIAL ARTICLES 


Housing and Urban Development 

Policy Issues for 1990s 

Rake»h Mohan 

During the last four decades, while the total population of India has almost doubled, urban population has 
nearly quadrupled—from 50 million in 1947 to about an estimated 200 million today. It is expected to reach 315 
to 330 million by 2001, while the total population would be around one billion, i e, we are likely to have around 
32-33 /xt cent of our population in cities and towns. 7 his paper seeks to bring to the fore the urgent issues concerning 
urban development. 

[This article is published in two parts. The second part will appear next week.] 


I 

Introduction 

DURING the Sixth and Seventh Plan 
periods there wax expression by the govern¬ 
ment of an escalating awareness of urban 
problems, the discussions leading up to the 
Eighth Plan formulation betray no such con¬ 
cern. The four reports of the task forces on 
housing and urban development set up by 
the Planning Commission in 1983 are all but 
forgotten. The mountain of deliberations of 
the National Commission on Urbanisation 
seem destined to meet the same fate. 

The basic fact to be noted is that the 
urban population has been growing fast and 
will continue to grow fast. Moreover, the 
growth has been haphazard because there 
has been lack of adequate planning. 
Although it is true that urban growth takes 
place largely driven by economic forces, it 
can be regulated and supported. Once an 
urban settlement comes into existence, it 
should be sustained through planned pro¬ 
vision of services backed by adequate 
finances. Our failures are both in the plan¬ 
ning of urban growth and in adequately pro¬ 
viding for urban infrastructure arid urban 
services. Hence, the rapid growth of urban 
population has led to deterioration in ser¬ 
vices and conditions of urban eustence. 

The failure to maintain urban services is 
matched by the failure on the housing front. 
Policies intended to give access to urban land 
to the ordinary people have, in fact, led to 
soaring land prices which none but the very 
rich can afford. 

Our cities and large towns are marked by 
the presence of fast growing slums. This has 
happened since we have not given adequate 
attention to the availability of land and other 
resources for the settlement of the urban 
poor. While it is undoubtedly true that the 
emergence of slums could not have been 
prevented given the existing levels of poverty 
in both rural and urban areas and the right 
to unfettered migration guaranteed by our 
Constitution, proper planning and adequate 
provision of financial support could have 
certainly mitigated the problem and 
ameliorated conditions in the slums. 


T he haphazard growth, increasing conges¬ 
tion in living quarters as well as in the streets, 
high degree of pollution, existence of slums, 
high land prices arid deteriorating urban ser¬ 
vices have led us to deplore fast urbanisa¬ 
tion and in particulai the continuing growth 
of large cities But wc must recognise that 
it will be difficult for our rural areas to 
generate adequate employment to support 
the growing population in a manner that 
poverty is not increased. By 2001, rural India 
will probably contain 670-685 million peo¬ 
ple. Can we expect them to absorb more, 
given our limited land resources? If our total 
population should taper off at around 1250 
million and even il the rural areas should 
sustain 700-750 million people, the remain¬ 
ing 500-550 million would find themselves 
in our towns and cities. Even if the popula¬ 
tion does stabilise at 1250 million, continued 
urbanisation may be expected in the 
foreseeable tuture II is against this kind of 
background that we need to plan our entire 
pattern and scheme ot urbanisation. 

It is obvious that a major part of the in¬ 
crease in the urban population cannot be ab¬ 
sorbed by the metropolitan or large cities 
because ultimately there is going to be an 
increase of 300 to 350 million in the urban 
population over the existing level. We must, 
therefore, facilitate and induce wider growth 
across the country. 

Between 1901 and 1981, the urban popula¬ 
tion increased by 600 per cent, but the 
number of settlements increased by pnlv 80 
per cent (to 3245 settlements) Thus, the 
growth took place mostly m existing towns. 
Thus, if the present trends continue, the 
share of different classes of cities in urban 
population bv 2001 would be roughly as 
follows: 

(Per Cent) 


Sue of Setllcmeni Share 


I million and above 30 

I lakh to I million 40 

20,000 to I lakh 22 

Rest 8 

Total 100 


If this were allowed to happen, there would 


be a heavy load on the larger cities which 
would have to absorb around 112 million 
people. We should try to slow down the 
growth of major cities but this cannot be 
done by fiat or by ad hoc measures such as 
the IDSMT (Integrated Development of 
Small and Medium Towns) Scheme. Many 
presently medium sized cities will have to be 
assisted to attract and support economic 
activities in such a manner that they can 
undergo healthy self-sustaining growth. 
There would also have to be proper integra¬ 
tion of regional, industrial and urban plan¬ 
ning. Growth centres should be identified on 
the basis of emerging patterns of agri¬ 
cultural, and trade development and poten¬ 
tial for industrial growth. These centres may 
be identified as part of regional urban 
development planning efforts by states such 
that infrastructure and, in particular, power, 
is made available for facilitating appropriate 
industrial growth Districts with high ur¬ 
banisation levels would be good candidates 
for special attention, in this manner. >\s 
agricultural develoomcni spreads to hither td 
undeveloped regions, similar growth centres 
will emerge in more and more districts. Fur¬ 
thermore, for reasons of ncai ness to port or 
to sources of raw materials, bug? industries 
would come to be established in particular 
locations as these locations would become 
large uiban centres From the very begin¬ 
ning. their growth must be planned and ade¬ 
quately supported 

So much lor the basic aim of influencing 
the spatial spread of urbanisation, avoiding 
over-congestion and unbalanced growth, but 
the new urban centres that get established 
as well as the existing ones which would also 
grow, have all to be sustained and adequately 
serviced. As already indicated because of 
defective policies, the cities have growth 
haphazardly, services have deteriorated, 
housing conditions are becoming intolerable 
and slums have grown fast. The past tenden¬ 
cies have to be reversed. The major questions 
that we have to ask ourselves are what has 
caused the decay of our large cities and the 
extremely unsatisfactory conditions even in 
smaller cities and large towns? Why is there 
inadequate access to land for housing? Why 
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are the civic t-xlies plagued by lack of 
resources? Is that the only reason for 
deterioration of services? Why is poverty so 
patently visible in urban centres which have 
such a vast potential for generating wealth 
and which, in fact, arc generating wealth? 
With the right answer to these problems, we 
can begin outlining plans for future action. 

The first item on the agenda is a radical 
re-orientation of our approach to the issue 
of urbanisation. Twenty years ago roughlv 
55 per cent of gross domestic product was 
being created by and was supporting the 70 
per cent of the labour force in agriculture 
today a similar 65 to 70 per iem of the 
labour force is creating less than 35 pci cent 
as the contribution by agriculture to GDP 
The other 30 to 35 per cent of the non¬ 
agriculture labour force is therefore produc¬ 
ing the other 65 per cent plus of the GDP 
The large portion of this non agricultural 
contribution comes from uiban areas. As a 
result the disparity between rural and urban 
per capita income has increased from a ratio 
of about 1 8 in 1951 to about 3 now In the 
interest of keeping urban rural income 
disparities to a minimum, policy towards ui • 
banisation should be positive, encouraging 
the sharing of the income aiising fiom the 
more productive urban Hviivitics among a 
larger proportion ol people. This thrust 
should consist of a rapid expansion of non- 
agricultural !: ••.'hho'vt and employment 
assisted by the promotion of *e..hnological 
ski: 1 . i, aii ires of urban r iu .onu urban 
nodes We should, then-few, ac- 

ce!e<<iMu 6 uiuams-o ■■ .s>. dimpix- Uii:;> !ci 
etteenng filter cc io,ii. :»1 a‘ul -«ol 
s ’allgl- 1(1 me UCSIlsd u.. nr 

As already mentioned, between ,srf t jna 
1981, while the loul uiban populanon in¬ 
creased six-fold trom about 26 ruiiiiou to 
about 160 million; the number ol settlemv.us 
increased by only 80 per cent to 3245 over 
the same period. Thus most of the growth 
has occurred because of the enlargement of 
existing towns at every level and not because 
of the addition of new towns. Compared to 
other countries this constitutes modest ur¬ 
ban growth: moreover, in the 30 years Iroin 
1951-1981 the level of urbanisation increas¬ 
ed from 17 per cent to only about 23.7 per 
cent. However, the absolute level of uiban 
population now is larger than the total urban 
population in all countries in the world ex¬ 
cept China It should be understood that the 
majority of settlements now classified as 
urban have exhibited urban characteristics 
for a very long time. The spatial distribu¬ 
tion of the numbei of settlements therefore 
reflects a long and stable history although, 
there has been a considerable movement 
of settlements between urban and rural 
categories at the margin 

It is generally believed that (i) large cities 
have grown faster than, and at the expense 
of, small and medium towns; (n) that this 
is undesirable; (lii) measures should be taken 
to retard large city growth; and (iv) this can 
be done by placing greater investments in 


small and medium towns. First, it is not true 
that large cities have grown much faster, on 
an average, than small and medium towns. 
Second, the arithmetic of the growth and 
distribution of settlements is such that 
higher growth of small and medium towns 
will have little effect in magnitude on the 
growth of large cities. Third, fast growing 
small and medium towns soon become large 
cities li must be understood that growth of 
towns and cities has little to do with their 
si/c explanations for differential growth 
rales arc more likely to be found in their own 
particular economic characteristics and that 
of their regions. 

It is expected that the total population in 
India will be in the range of 990 to 1020 by 
the year 2001. For all practical purposowe 
may regaid 1000 million as the approximate 
ex pec led population by the end of the 
century 

I he level of urbanisation is expected to 
be between 27 and 28 per cent in 1991 and 
between 3) and 32 per cent in 2001. This im¬ 
plies an absolute increase in urban popula¬ 
tion of about 70 million in the current 
decade to about 235 million in 1991 and a 
further 80 to 90 million increase to about 
315 to 330 million by the year 2001. The ab¬ 
solute increment in population during the 
90s will be about equal in rural and urban 
areas. 

The number of cities with a population 
of I million and above is likely to increase 
to about 20 to 22 with a total population of 
65 to 70 million by 1991 and 95 to 100 
million in 2001, if there is some slow down 
in their current rates of growth. If, however, 
the current rates of growth continue their 
total population will be between 70 and 75 
million in 1991. Correspondingly, the other 
class i cities with population between 
1,00.000 and I million will increase in 
number bom just over 200 in 1981 to over 
700 in 1991 with a total population of about 
85 million the year 2001 the population 
ol ihii segment may be expected to increase 
to about I h) 135 million This implies that 
the share of class I cities in total urban 
population (including metropolitan cities) 
will increase from 60 per cent in 1981 to 65 
per cent in 1991, and to 70 per cent by 2001, 
while the share of metropolitan cities alone 
will increase, marginally from 27 to 28 per 
cent in 1991 arid 30 per cent by 2001. 

1 he population in towns expected to be 
in the class II and class III categories (in the 
population range 20,(XX) to 100,000) can also 
be predicted with some confidence since 
almost all these towns exist already. This is 
likely to be in ihe range of 55 to 65 million 
m 1991 depending on the emerging pattern 
of urbanisation Ihe population of the re¬ 
maining towns of under 20,000 population 
is difficult to predict .since many of these 
towns will be those newly classified as such. 
If past trends continue their total popula¬ 
tion is likely to be 25 to 30 million (10 to 13 
per cent of the total urban population). The 
important point about these ranges is that 


they are indicative of the effect that may be 
expected of urban policies on urban popula¬ 
tion distribution. 

The implications of this rate of change in 
urban population are very striking for the 
rise in urban labour force It is expected that 
while the absolute increase in rural labour 
force in the next three or four quinquennia 
will remain stable at about 22 million in each 
quinquennium, the net additions to urban 
labour force will keep increasing from about 
13 to 14 million in 1981 to 1986 to 19-20 
million in 1996 to 2001. Thus, the net addi¬ 
tions to rural and urban labour Torce will 
be almost comparable towards the end of the 
period. This calls for special attention to the 
problems of urban employment in the next 
decade: these problems will have to be given 
at least as much attention as is currently 
given to the problems in rural employment. 
It should be mentioned that the projections 
given above are consistent with the relatively 
small inter sectoral changes in the distribu¬ 
tion of labour force that are expected. 

II 

Mechanisms for Planning of 
Urban Development 

The key aim of planning for urban 
development should be adequate infrastruc¬ 
tural support for economic development in 
the country, state or sub-region, be it in 
agriculture, extractive industries, manufac' 
luring industry or in the tertiary sector. The 
provisions of service and infrastructure 
remove constraints on the growth of these 
sectors or in some cases, promote services. 
It is important to time investments in urban 
services and shelter to coincide with in¬ 
vestments in agriculture, industry, mining 
and commerce—activities which provide 
permanent sources of employment. Urban 
development planning should essentially 
consist of a combination of physical and 
investment planning. 

Modes of Urban Planning 

There has been very little by way of 
explicit urban policy at the national level. 
The approaches that have been followed can, 
at best, be described as piecemeal and 
desultory. Even schemes which were called 
“Integrated”, e g, “Integrated Urban 
Development Programme'’ (IUDP) and “In¬ 
tegrated Development of Small and Medium 
Towns” (IDSMT), were focused on towns of 
different sizes: cities over 3 lakh population 
in the case of IUDP and towns under 1 lakh 
population in the case of IDSMT. The selec¬ 
tion of towns was then quite erratic and lit¬ 
tle attempt has been made at planning of 
urban development as a whole. As mention¬ 
ed, another major scheme was the prepara¬ 
tion of Master Plans for a large number of 
cities but these were largely infructuous 
because of the lack of connection in the 
preparation of these physical plans with 
investment planning at the city, state and 
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national levels. The other main interventions 
have been the metropolitan city and state 
capital projects and the various slum 
clearance and improvement schemes. In 
these cases, investments were made in 
response to major service deficits which 
could no longer be ignored or, in the case 
of the new state capitals, investments were 
made relatively lavishly in the provision of 
a very high level of infrastructure. Other 
lavish investments have been made in the 
establishment of new townships for large 
public sector enterprises such as the steel 
plants and heavy electrical plants 

The planning of urban development 
should be done at a regional or sub-regional 
level, though this has to be distinguished 
from regional planning as a whole Regional 
urban systems can be identified according 
to their economic, climatic, geographical and 
transportation characteristics. Planning for 
urban development can thereafter be done 
on the basis of such regions according to the 
relative need and function of each town in 
its regional context. Thus, within each plan 
ning zone there would be no allocation to 
towns because of their size but mote because 
of their function and need, with particular 
emphasis on their respective industrial and 
employment potential. The physi ai and in 
vestment plans can then be dovetailed at the 
regional level and then fed into the state level 
plans which are, in turn, co ordmated with 
the national plans. Recognition should be 
made of the metropolitan cities with 
regional, national and international func¬ 
tions, since these cities are not wedded to 
their regions for their existence and perform 
national level functions. 

Within towns and cities there is a much 
greater need for community participation as 
well as the exercise of private initiative and 
investment in urban development than exist" 
at present. The delivery of the basic public 
services to everyone is not feasible without 
such an approach. At present there is little 
interaction between the citizen and city 
government. What is needed is community 
level institution building such that the needs 
of the community can be expressed in an 
organised manner as well as services provid¬ 
ed in this fashion. 

In order to accomplish this change in ap¬ 
proach a number of institutional modifica¬ 
tions have to be made to strengthen the pro¬ 
cedures of urban development planning at 
the national, state and local levels. The key 
to the new approach is two-fold. First is the 
dialogue between physical and investment 
planning and second is the preparation of 
regional and sub-regional urban develop¬ 
ment plans to make the first possible Unlike 
the present ad hoc system of schemes, states 
should be asked to prepare comprehensive 
state and regional urban development plans 
to qualify for urban investment allocation, 
given the overall cost standards. The latter 
should take account of different kinds of 
inter-regional variation. 


Co-ordination of Industrial and 
Urban planning 

Despite the close links that exist between 
urbanisation and industrialisation there is 
at present little linkage between the planning 
of urban Infrastructure, both physical and 
social and that of industry. Policies concern¬ 
ed with the location of industry are not co¬ 
ordinated with the provision and funding of 
urban services nor with associated com¬ 
munication and transport facilities. The con¬ 
verse is also true The selection of towns 
under integrated development of small and 
medium towns has not been linked, in 
general, with any industrial dispersal 
scheme Similarly, ihe urban development 
projects in Calcutta, Madras, and Kanpur 
have had little linkage with the requirements 
of industry in these cities. These linkages can 
partly be done in the preparation of the 
regional, sub regional and metropolitan level 
urban development plans suggested above. 
However, some infrastiuctural investments 
requite commitments of large quantum of 
scarce resources and which are lumpy in 
nature. Hence, in some cases planning of 
such investments may be beyond the com¬ 
petence of sectoral and city/town decision¬ 
making levels. 

I he possibility of forging links between 
industrial and urban planning depends on 
the extent to which the two processes can be 
controlled by public authorities. The 
possibility of control vanes from case to 
ease, and therefore different suggestions can 
be given for each type of industrial town. 

Cine .s with Declining Industries 

A major problem that has arisen in recent 
times is the sickness of industries in some 
of the older industrial cities. For example, 
Calcutta has suffered from an overall decline 
in the engineering and jute industries, 
Ahmedabad and Kanpur from the sickness 
in the textile industry along with Bombay 
which also has a large complaint of sick 
textile mills. The effect of this sickness has 
affected these cities as a whole and there are 
few policies at present which are designed 
to address this issue in an integrated mari¬ 
ner. The problem of industrial sickness is 
tackled quite separately while urban develop¬ 
ment issues arc neglected in such considera¬ 
tion. Current industrial location policies 
prohibit the location or expansion of large 
industries in metropolitan cities. As a result, 
the decline of o'd industries leads to exten¬ 
sive unemployment and loss of valuable in¬ 
dustrial skills. The lack of prospect of 
employment m potential new industries in 
these cities also inhibits decision-making on 
the closure of these sick industries Hence 
there is need for a reconsideration of in¬ 
dustrial location policy in metropolitan 
cities. The location pctficy must be relaxed 
to enable the siting of non-polluting 
industries to replace the old industries which 
are declining in these cities. A package policy 
should be evolved which allows the use of 
the land occupied by sick industrial units for 


new units, along with appropriate retrain¬ 
ing of workers to be retrenched, and re¬ 
development of the land to include both real 
estate development and new manufacturing 
activities particularly suited to the city. 

Steel Towns 

A large integrated steel plant typically 
employs 20,000 to 30,000 workers who, along 
with their dependents may constitute a fair 
size town. Until now the township planning 
in such plants has formed an integral part 
of the planning for the project. However, this 
has been limited to the planning of housing 
and other facilities required by direct 
employees of the plants. This is quite inade¬ 
quate since it ignores the needs of all the 
indirectly generated employment and 
population in these rapidly growing cities. 

The result is that there is a vast difference 
in the standards available to direct employees 
of these towns and those who service their 
needs indirectly. It is therefore essential that 
the planning exercises for such new in¬ 
dustrial town must (a) allow for a popula¬ 
tion size much larger than that attributable 
to the industrial plant itself; and (b) account 
for a large range of economic activities 
linked to but not necessarily a part of core 
plant- The responsibility for township 
development should therefore rest with a 
separate urban development authority which 
is independent of the industrial plant but is 
adequately funded as part of the investment 
exercise for the plant itself. At a later stage 
such authority can be convened into • 
representative body of the town after it has 
developed. If such an arrangement can be 
effected there can be a greater degree of 
coherence in the development of the new 
town in the long range. Moreover, the 
management of the industrial plant would 
also not be burdened in both financial as 
well as in managerial terms in the running 
of the township. Agreements should, 
however, be made for the payment of ap¬ 
propriate local taxes by the plant to the 
urban authority 

Other Towns with Major Projects 

in many other cases involving the 
esut>!;sl;mem of relatively large projects, this 
has often been done on sites quite near ex¬ 
isting relatively large cities, such as Baroda, 
Hyderabad and Bangalore. Water supply, 
sanitation and social services of these 
townships have generally been planned in 
isolation from the existing urban centres. 
The resuli is that the township can neither 
effectively use the service facilities already 
available in the existing urban centre nor can 
the existing cemre benefit from the facilities 
newly created to service the township. There 
is therefore a need in such cases for a 
systematic assessment of the likely impact 
of the project on migration, generation of 
direct and indirect employment, transporta¬ 
tion and other service activities and the im¬ 
plied infrastructural requirement. The 
responsibilities for undertaking these in- 
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vestments have then to be apportioned bet¬ 
ween the muring city and the project 
management. As for funding there is a case 
for provision of central funding for project 
linked urban development which can provide 
resources to the local authority for under¬ 
taking its part of the responsibility. As sug¬ 
gested above the townships in these cases 
also should be made part of the misting 
cities rather than their establishment as in¬ 
dependent townships under the control of 
plant authority. 

Tbwns with Intensive Industrial Area 
Development and Small, Medium 
Industries 

'Apart from the specific centres where 
large industrial projects have come up in 
both public and private sectors there are 
many other towns such as Bhiwandi in 
Maharashtra, Panipat in Haryana, Juilun- 
dar and Ludhiana in Punjab, Coimbatore in 
Tkmil Nadu and many others which have 
seen a large growth of small and medium 
industries. In most of these cases there has 
been little attempt towards provision of 
urban infrastructure to match the urban 
growth resulting from industrialisation of 
these towns. The preparation of regional and 
sub-regional urban development plans must 
make specific efforts to identify the needs 
of such growing centres and plan for the pro¬ 
vision of the inquired urban services. In 
rapidlv growing industrialising towns such 
as these it is absolutely cssenti.d that the pro¬ 
vision ui urban infrastru*'<i ~ investments 
should be elow’y linked » uh he raising of 
the reset ices (nim v' ovtnts u d individuals 
if these ;nv.c/d.r ;. Loanee the re- 
<ju;icd infrastructure. 

Institution At i vt1 open n r 

In order to effect these changes in the ap 
proach to urban development planning and, 
in particular, to forge better links with 
industrialisation strategies, a number of 
institutional changes are necessary at both, 
central and state levels. 

The ministry of urban development 
should be strengthened and re-oriented if it 
has to play an effective role in overseeing 
urban planning and development at the na¬ 
tional level. Since most of the work in urban 
development planning is envisaged at the 
state level the role of the central ministry is 
mainly as a nodal organisation for co¬ 
ordinating action, providing technical advice 
and working out detailed urban investment 
implications of projected urbanisation at the 
national level. It should also be equipped to 
take the lead in urban policy-making which 
may then be picked up by the states. This 
implies technical strengthening of the 
ministry as well as of the technical organisa¬ 
tions on whose expertise it can draw. 

The functions of the technical organisa¬ 
tion supporting the ministry for the future 
needs for urban development may be as 
follows: 

(i) Investment planning for urban 


development, 

(ii) Appraisal of urban projects, 

(lii) Setting and monitoring of standards 
in urban projects, 

(iv) Evaluation of urban projects, 

(v) Search and review of innovative urban 
programmes, 

tvi) Organisation of an urban information 
system, 

(vii) Identification of training needs in 
uiban development planning, and 
(sin) Stimulating research on urban develop¬ 
ment 

At present the technical arm of the 
ministry is the Town and Country Planning 
Organisation (IT'PO) Over the years tl.is 
organisation has withered and lost in 
prestige. If it is to serve the future needs of 
organisation it would need to be con¬ 
siderably strengthened and perhaps re¬ 
designated as a high profile Human Settle¬ 
ment Institute. It would need strong 
representation of economists, financial 
analysts and town planners along with sup¬ 
port from demographers, geographers and 
statisticians. It would need to be reoriented 
from the physical planning orientation 
towards a national investment planning and 
evaluation orientation. 

Kevainping of stale level machinery for ur¬ 
ban development is even more necessary 
than at the central level. At present respon¬ 
sibilities for urban development are usually 
fragmented into different departments deal¬ 
ing with housing, local self-government, en¬ 
vironment, town and country planning, and 
implementation agencies such as housing 
boards, development authorities, slum im¬ 
provement and slum clearance boards, etc 
The pattern is different from state to state 
What is necessary is that machinery must 
be established for :he co-ordination of func¬ 
tions connected with urban development. 
This can, for example, be done by con¬ 
solidating the various fragmented respon¬ 
sibilities lor uiban development under the 
department of human settlements. 

As suggested loi the TCPO at the central 
level, the town and.countrv planning depart¬ 
ments should be strengthened technically to 
perform the following functions: 

(i) The preparation of the five-year urban 
development plan and annual plans for 
the states, t his would mainly include 
the statewise investment allocations for 
different components of urban 
infrastructure. 

(ti) The preparation of regional urban 
development plans for regions in the 
states. 

(iii) Monitoring and evaluation of urban 
development projects. 

(iv) Construction of an urban information 
data base 

(v) Formulation of urban regulation and 
standards. 

(vi) Advising on the preparation of physical 
land use plans which would normally 
be done by development authorities and 
local bodies themselves. 


The reorientation of urban development 
planning towards greater investment plan¬ 
ning as opposed to physical planning will not 
take place by mere re-naming and shifting 
of institutions. It may, therefore, be 
necessary to launch a centrally-sponsored 
scheme for funding the development of new 
urban development planning capability such 
that the integration of physical investment 
and financial planning as envisaged can take 
place The scheme would cover training and 
institutional needs arising from this reorien¬ 
tation at both the central and state levels. 

Planning in metropolitan areas as is cur¬ 
rently practised consists largely of land use 
planning as an aid to development control. 
Again there is little connection between the 
investment implications of a master plan and 
resource availability. The land use alloca¬ 
tions and the standards used also do not deal 
adequately with the prevailing socio¬ 
economic conditions in the cities: where peo¬ 
ple live, what they do, where they work, and 
what they earn. The net result of these pro¬ 
blems is that master plans are seldom im¬ 
plemented effectively. It would, therefore, be 
desirable that meiropolitan planning in the 
future is also to take account of key short¬ 
comings and such that investment planning, 
financial planning and physical planning go 
together. 

For this to be done a more organised 
dialogue needs to be established between 
metropolitan authorities and state govern¬ 
ments. The state plans should include a 
metropolitan sub-plan for metropolitan 
cities in each state Hence, metropolitan 
authorities would have to prepare capital in¬ 
vestment plans for the metropolitan areas 
based on the availability of their own 
resources, those indicated by state govern¬ 
ments and on tfyc other availability of in¬ 
stitutional finance These metropolitan sub¬ 
plans would be within the framework of 
regional urban development plans mention¬ 
ed above 

The 12 existing metropolitan cities are 
conveniently located in different geo¬ 
graphical regions in the country. The addi¬ 
tion of 8 or 9 more cities into this group by 
1990-91 will further improve their geo¬ 
graphical distribution so that each region 
will then be served by at least one large cities. 

It is important that metropolitan planning 
should include consideration of the follow¬ 
ing issues in addition to the traditional land 
use function: 

(a) Integration of communication, transport, 
energy and other infrastructure; 

(b) Assessment of the types of industries and 
other activities that arc more suitable for 
location in metropolitan areas. The pre¬ 
sent policy of banning the location or 
expansion of industries In cities with 
population existing S lakh should be 
then modified on this basis; 

(c) Assessment of the employment that is 
likely to arise from the activities envisag¬ 
ed in the metropolitan areas; 
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(d) Promotion of employment using ac¬ 
tivities; provision of shelter related to the 
places of work of the people; and 
generation of income earning activities. 

It should be emphasised that this planning 
must take account of the prevailing income 
composition of the population as dis¬ 
tinguished from the planning of very high 
standards which are simply not affordable 
and hence not implementablc. The key- 
necessity of all such planning efforts is close 
attention to the matching ol investments 
with the available and realistically expected 
resources. 

There is currently a wide variety in the 
types of metropolitan level authorities thal 
exists in the different metropolitan cities in 
the country. It is, therefore, difficult to pio- 
vide a uniform institutional recommenda¬ 
tion for all the metropolitan cities. It is clear 
however, that there is need feu a Metro 
politan Planning Authority (MPA) which ac¬ 
complishes all the co-ordinating tasks 
necessary in the metropolitan area. For such 
a process to be feasible it will be necessary 
for state governments to vest MPA with sul 
ficient authonty to achieve this co 
ordination. The function of the MPA should 
be to prepare a 5-year plan co-terminus with 
the national and state 5-ycar plans as well 
as annual plans. The physical plan should 
be converted into an investment plan for the 
5-year period and consequently a financial 
plan taking full account ol ail the financial 
resources expected to be available. 

Ill 

Financing of Urban Development 

Existing Statf. of Urban f'inan< ing 

The necessity for accelerating the piovi- 
sion of urban infrastructure services has 
been documented above. The large financial 
requirements that are implied by such in¬ 
vestments make it necessary to systematise 
the methods of financing urban develop¬ 
ment. This paper is mainly concerned with 
the core elements of urban infrastructure 
such as water supply, sewerage, drainage and 
sanitation, local roads, street lighting, solid 
waste disposal, area development, urban 
renewal and urban transport. Other urban 
services like education and health are not 
considered here. 

Reliable financial statistics of municipal 
finances are difficult to obtain in a timely 
manner. However, it has been estimated thal 
total expenditure by municipal bodies of all 
kinds was in the region of Rs 800 crore in 
1980-81. This constituted about 4.5 per cent 
of total governmental expenditure by cen¬ 
tre, states and local governments combined. 
There is ample evidence that this share has 
declined substantially over time from about 
8 per cent in 1980-61. The activities of local 
bodies have not expanded as fast as that of 
higher level governments despite the faster 
rate of urbanisation that has taken place over 
this period. The growth in municipal revenue 
was about 15 per cent per year during the 


1970s as compared with about 17.5 per cent 
per year for the state and central govern¬ 
ments (in current prices). 

There are definite indications of a weaken¬ 
ing of the resource structure of municipal 
bodies over the past two or three decades. 
The share of grants-in-aid and contributions 
from state government increased consistently 
over this period. There has been a pro¬ 
gressive fiscal weakening of local bodies 
along with increasing dependence on devolu¬ 
tion from state governments. 

The pattern of expenditure of local bodies 


on average is as follows: 

Per Cent 

General administration and 


tax collection 

12 

Public health 

20 

Water supply 

14 

Public safety 

7 

Education 

10 

Public works 

15 

Miscellaneous 

20 


Within this overall pattern it is quite 
noticeable that smaller municipalities sjrend 
a much greater proporiion; about 25 to 40 
per cent on then establishment, as compaied 
with 7 to 12 pci cent for the larger cities 
Among the major functions there appears 
to have been a decline in the proportion of 
expenditure spent on water supply reflecting 
the gradual slult ol responsibility from the 
local to state le.el agencies 
Municipal finances in India operate on the 
presumption of fiscal autonomy; however in 
the absence of any systematic method ol 
translci of sta'e resources to support 
municipal activities, they arc effectively very 
dependent for resources on the respective 
state governments In practice, the fiscal 
arrangements have combined two ap¬ 
proaches. Plan funds are generally spent 
through a variety of state agencies and when 
assets are created, these are transferred to 
municipal authorities for maintenance. The 
consequence is that the municipal authori¬ 
ties neithci have the resources to maintain 
these created assets nor are they usually able 
to raise new resources through the levy of 
user charges. This results in a maintenance 
gap for urban public services. The separa¬ 
tion of developmental and maintenance role 
for urban public services also has the effect 
of the determination of the plan size for ur¬ 
ban development without any reference to 
the size of the commuted budget for the ur¬ 
ban public services such thal the backlog 
deficit for maintenance goes on increasing 
with every successive plan. 

The separation ol responsibility for urban 
development (state) and maintenance (local 
bodies) is therefore an important problem 
which must be addressed. The second pro¬ 
blem is to harmonise in fiscal terms the 
municipal budget wirh plan and non-plan 
budgets of the states. The solution to the 
first problem lies in regarding the state agen¬ 
cies as undertaking planning and construc¬ 
tion activities on behalf of the munici¬ 
palities, on contract when necessary, and in¬ 


tegrating (he municipal and state planning 
process for allocating plan funds for urban 
development as suggested in the last section. 
The solution to the second problem lies in 
systematising the pattern of devolution of 
state funds for local bodies along with 
greater resource mobilisation by local bodies 
themselves 

The existing system of devolution of state 
funds to local bodies can best be described 
as ad hoi and unpredictable depending on 
the vagaries of the state budgetary provi¬ 
sions, The principle ol devolution has usual¬ 
ly been the gap filling approach which must 
be rcgaided as unsatisfactory Moreover, 
there is no relationship with ihe capital funds 
invested. 

As for the devolution ot plan funds in 
local bodies there is precious little that is 
devolved The tendency of the state govern¬ 
ments has been to execute most capital 
woiks through then own agencies There has 
been a gradual usurpation ot local functions 
by state governments local bodies at pre¬ 
vent also have no access to capital markets. 

VAIl'AMON Ol iNIKAXIKltt IURAL 
RlQttIKl MINI'S 

It is difficult to estimate the requirements 
for investment in urban infrastructure since 
it involves the setting of standards which is 
a judgmental exercise. Nonetheless, it is 
necessary to make some estimates for plan¬ 
ning purposes and lor deriving the volume 
of resources necessary for the provision of 
urban infrastructure. The estimates given 
here- include ihe requirements for the provi¬ 
sion of water supply, sewerage, and/or 
sanitation, solid waste disposal, storm water 
drainage, roads, street lighting and land 
preparation. These estimates do not include 
the investments required for local transpor¬ 
tation, telecommunications, health and 
education facilities 

The pet capita costs ot providing this 
urban mlrastiuclure is estimated to vary 
from about Rs 1,200 to Rs 2,400 at 1985 
prices depending on lechn-'logy used and 
service level provided. Rs 1,200 suffices to 
provide the absolutely basic facilities. Since, 
the minimum is not untformally applicable 
to all situations in different towns and cities, 
the average minimum requirements for in¬ 
vestment is probably in between these two 
figures: the mean may be taken as a realistic 
indication ol requirements. Oil (his basis and 
taking account the depreciation of the ex¬ 
isting infrastructure, the backlog of existing 
population not served (about 25 per cent) 
and the expected increment to urban popula¬ 
tion, the level of investment required between 
1990 and the year 2,000 would be between 
Rs 30.000 crore and Rs 37,500 crore at 1985 
prices. The backlog has probably increased 
over the current plan period since the 
allocated plan outlays for the 7th plan for 
urban infrastructure are only about half of 
the requirements worked out on the same 
basis The situation was similar during the 
6th plan period. It is therefore essential that 
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ihe expenditure levels in these sectors must 
be at least double in real terms as compared 
with the allocations during the 7th Five-Year 
Plan At 1989-90 prices this implies an ap¬ 
proximate annual capital expenditure of 
about Rs 4,000 to Rs 4,500 crore. 

The significant point raised by these 
estimates is that, although the magnitude of 
the step up in the investment required is quite 
substantial, it is not astronomical as is 
generally believed and should be well within 
the means of the country taking into account 
the benefits resulting from these investments 
for all economic activities and the general 
welfare of the urban population. It should 
be emphasised that these estimates assume 
the use of low cost technologies particular¬ 
ly in the field of sanitation (in preference to 
water-borne sewerage), water supply and gar¬ 
bage disposal. 

A few points may be noted which have 
resulted from the estimation of infrastruc¬ 
tural requirements: 

(i) There is no obvious relationship bet¬ 
ween the per capita costs of urban in¬ 
frastructure, investment and city si/e; 

(ii) Similarly, there is little evidence of large 
differences between the acquisition cost 
of un-developed land on the fringe of 
larger cities and thai on the fringe of 
small towns; 

(iii) With the continuing rise in the level of 
urbanisation and hence investments in 
urban infrastructure, the replacement 
cost of the expanding stock of capital 
will assume increasing importance over 
time as compared with the needs 
of capital for new investment 
requirements. 

It is also possible to assess the adequacy 
of the current resources of local bodies in 
relation to the existing capital stock of 
infrastructure. In 1981 the replacement value 
of existing urban infrastructure was in the 
region of Rs 13,000 crore. This implies that 
the costs of annual maintenance of existing 
urban infrastructure to be in the region of 
Rs 1,300 crore, as compared with the total 
resources on local bodies at Rs 800 crore 
which are not all necessarily devoted to 
maintenance. Again, the suggestion is that 
a doubling of the current level o( local 
resources would probably be adequate to 
cover the needs of adequate maintenance of 
urban infrastructure. Moreover, if investment 
in urban infrastructure is to increase substan¬ 
tially, ways will also have to be found to 
make local resources more buoyant. 

Revenue Income and Expenditure 

If the municipal resources are to be 
doubled over time in real terms, the implica¬ 
tion is that the share of municipal resources 
will be restored to a little over 8 per cent of 
total public sector resources in the country, 
i e, roughly the level that prevailed in the 
1950s and early 1960s. 

Among the major sources of current 
revenue are the property tax and octroi. 
Collection of property tax has suffered from 
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innumerable problems. Even without revi¬ 
sion of assessment procedures, periodic 
revaluation, etc, the collection of existing 
demand would substantially increase the 
yield of the property tax. One of the main 
hurdles to increasing revenue from properly 
taxation undoubtedly lies in (he existing rent 
control restrictions which freeze the process 
of property valuation for taxation in terms 
of annual rental value. A good start has been 
made in this respect in the recent bill enacted 
by hi parliament to amend the Delhi Rent 
Control Law. It would be desirable to go still 
further in amending rent control. The cur¬ 
rent act suggesLs the revision of standard tent 
by 10 per cent every three years. This provi¬ 
sion should be modified to revise the stan¬ 
dard rcnl every ihree years in accordance 
with the central government DA formula or 
by a given percentage (say 75 per cent) of 
the increase in the consumer price index. 
This bill should be applicable to old and new 
buildings alike. The current bill exempts pro¬ 
perties with rents greater than Rs 3,500 rent 
from the Rent Control Act. This level of rent 
is on the high side. Consideration should be 
given to reducing this cut pff point in order 
to release a larger number of properties from 
rent control. Non residential properties 
should be freed of rent control altogether. 
The procedure for eviction of tenants should 
be simplified such that cases are not held up 
m courts for long lengths of time. In par¬ 
ticular, the procedure for self-occupation by 
the owners should be made much easier. 

If the controlled rents are automatically 
revised upward the property tax revenues will 
increase correspondingly along with the 
revaluation of the properties. This procedure 
would have the merit of being simple 
- ithout the municipality having to under¬ 
take any work of revaluation of properties 
In order to improve the administration ot 
the property tax it is also recommended that 
state level central valuation boards should 
be established to evolve procedures for pro¬ 
perly tax valuation and for developing 
norms which may be applied to different 
properties. It may be emphasised that the 
central valuation board would itself not 
undertake the assessment work but is intend¬ 
ed to train the assessors for local bodies and 
also to undertake snap checks on assessment 
carried out m different localities. A conti¬ 
nuing controversial issue has been the aboli¬ 
tion of octori. There is little disagreement 
on the fact that it is not an acceptable tax 
from the economic point of view. However, 
it is a simple and productive one from the 
view point of local authorities. The aboli¬ 
tion of octroi cannot therefore be thought 
of unless a reliable and superior alternative 
or set of alternatives is found for the local 
bodies. One alternative is to levy a city sur¬ 
charge on sales tax subject to a maximum 
of 10 per cent of the basic tax. Another alter¬ 
native is to replace octroi by a statewide en¬ 
try tax whose profits would be distributed 
to the local bodies on principles to be deter¬ 
mined by expert bodies appointed by states 
to review municipal finances on a regular 
basis. 


Devolution oe State and Central 
Funding 

In the interest of promoting the financial 
autonomy and responsibility of local bodies 
there should be a systematic mechanism over 
the devolution of funds to local bodies at 
the stale level. It may be advisable to con¬ 
stitute a Municipal Finance Board (MFB) 
or similar standing institution in every state 
to keep constant track of local finances. In 
addition, it would be useful if an expert body 
is appointed every five years under the aegis 
of such an MFB to review the municipal 
finance arrangements in the state and to 
recommend changes in the devolution from 
the state to local bodies. It is essential that 
the devolutions from the state are systematic 
and formally based and that a gap-filling ap¬ 
proach should be avoided. 

It is necessary to expand the resources that 
are to be devolved to local bodies. There is 
a strong case for amending the Constitution 
in order to earmark 10 per cent from the cor¬ 
poration income-tax to be passed on to local 
bodies. This would mean an addition of 
about a third to the cut rent revenues of local 
bodies. This is justified since a large 
majority of the corporations carry out thetr 
activities in large urban areas and are major 
users of urban services. As suggested earlier, 
at the state level, consideration should be 
given to devolving 10 per cent of the state 
sales tax, 100 per cent of the profession tax 
and 50 per cent of the entertainment tax. 

Financing of Urban Infrastructure 

As has been mentioned earlier there is at 
present little systematic effort at planning 
of urban development. Consequently, the 
financing of urban infrastructure has also 
been done in a rather ad hoc basis. 
Moreover, as a result of the institutional 
separation of urban development and 
maintenance tasks, linkage between the plan 
and non-plan components of urban develop¬ 
ment are blurred and hidden. If the sugges¬ 
tions made on urban development planning 
and municipal financing made earlier are 
implemented it would be easier for local 
governments to formulate municipal 
development programmes along with the 
framework for maintenance of created 
assets. Municipal bodies should prepare 
capital budgets for five-year periods. The 
larger urban bodies and corporations will be 
able to do this themselves but the others 
would need technical assistance. The 
municipal finance board suggested earlier 
could include technical assistance for this 
purpose as one of its functions. The urban 
bodies will have to prepare separate capital 
and revenue budgets which would also 
enable systematic linkage between the two 
and a better estimation of the current expen¬ 
diture needs of local bodies. 

In spite of the larger devolution recom¬ 
mended, more funds must be generated by 
urban bodies themselves for there to be a 
greater degree of self-financing. There is no 
reason why urban areas as a whole should 
be subsidised by any other sector. There must 
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be a greater degree of reliance on user 
charges for the financing of urban services 
which are more amenable to such charges. 
The advantages of the user charge approach 
are many. First, direct quid pro quo is 
established between the payment for the ser¬ 
vice and benefit derived from-the services. 
Second, the user is better able to monitor 
the availability of quality of services sup¬ 
plied and thereby to put pressure on the 
agencies supplying the service Third, and 
most important, institutional financing from 
non-budgetary sources becomes feasible 
since loans can then be directly raised by the 
local bodies and paid back. The services 
which are more amenable to the user charge, 
approach include water supply, sewerage, 
drainage and sanitation (partially), and solid 
waste disposal, area development, shelter 
and urban renewal. In our conditions we 
may expect the levy of user charges to 
finance about a half to two-thirds of total 
costs of the different types of urban services 
which are at all amenable to user charges. 
It should be possible to finance this portion 
from financial institutions if an appropriate 
institution is established. The rest would 
have to continue to be financed from the 
regular budgetary provisions of plan finance. 

Ntt-.D for Urban Infrastruciure 
Financing Institution 

Although the Seventh Five-Year Plan had 
included Rs 50 crore as seed money for the 
establishment of an Urban Infrastructure 
Financing Corporation (U1FQ, this scheme 
was not implemented. It must be understood 
that the urgency of establishing such an in¬ 
stitution is even greater today than in 1985. 

The establishment of the UIFC would be 
expected to increase the supply of capital 
made accessible to local authorities for the 
financing of infrastructure projects. It would 
also help in providing adequate urban set- 
vices to small size towns in particular by im¬ 
proving their access to capital funds which 
is at present extremely limited. It may also 
be expected that the establishment of such 
an institution would improve project iden¬ 
tification, project design and planning, pro¬ 
ject appraisal, and implementation and 
monitoring. 

The rigour of borrowing f?om the finan¬ 
cial institutions will induce improvement in 
management and finances of the local 
bodies so that they become eligible for loans 
from such a body. The necessity of repay¬ 
ing financial institutions and being subject 
to its financial scrutiny should also help in 
inducing local bodies to assume greater 
financial responsibility and bettqr manage¬ 
ment. If these changes take place one may 
also expect better results from the in¬ 
vestments made and a greater availability of 
resources for investment in urban infrastruc¬ 
ture. It is important that the UIFC should 
not replace existing sources of funds to local 
bodies. The experience of HUDCO, HDFC 
and the National Housing Bank has been 
very positive in showing that the establish¬ 
ment of new financial institutions does in¬ 


deed result in a greater flow of resources to 
the sector concerned. The new institution 
would be a specialis'd agency that would 
require considerable government support but 
it could raise resources as part of the plan 
resources mobilisation strategy. It would rely 
on the channeling of long-term financial 
savings towards urban infrastructure; rather 
than ol budgetary plan outlays. A conser¬ 
vative projection of mobilisation of 
resources would suggest that such an institu¬ 
tion could grow hotn disbursing about Rs 50 
crore in its first yeat of operations to about 
Rs 1,000 crore ot Us fifth year of operations. 

IV 

Management of Urlian 
Development 

In the previous sections a number of sug¬ 
gestions have been made to improve the 
planning and financing of urban develop¬ 
ment If these suggestions are to be im¬ 
plemented, the style and scope of urban 
management will have to change and ex¬ 
pand The basic function of urban manage¬ 
ment will include planning, programming 
and implementing physical and civic- 
facilities like water supply, drainage, roads, 
conservancy; these can be planned best and 
implemented if the scope of urban manage¬ 
ment is broader and includes the five 
imperatives mentioned below; 

(i) Organising measures to develop an 
institutional framewoik and capability, 

(ti) Organising the urban political system 
to respond to the changing needs and 
challenges of the future; 

(tii) Organising measures to ensure and 
enhance environmental and other elements 
in the quality of life; 

(tv) Organising and co-ordinating transport, 
power, communications and industrial 
allocation; 

(v) Organising activities for expansion of in¬ 
come and employment opportunities. 

An area of major concern is that the role 
of local authorities has been undermined 
progressively over the last two or three 
decades. Many functions performed hitherto 
by local authorities are now performed by 
urban development authorities which are 
state government organisations and by other 
state level institutions for specific purposes. 
In recent years even the obligatory functions 
of local bodies have been taken away in 
many cases and assigned to state level bodies. 
This has happened at ail levels of towns and 
cities including metropolitan cities. The time 
has now come to reverse this process and 
enhance the role of local authorities. This 
is necessary both from the view point of pro¬ 
viding more responsive government and 
delivery of urban public services but also 
from the view point of better planning and 
financing of urban Infrastructure. 

Role of Local Authorities 

There is an increasing tendency in the 
country to take away the obligatory func¬ 
tions of the urban local bodies and create 


new agencies at the urban or state level attd 
to assign them the planning and the develop¬ 
ment of these various services hitherto the 
exclusive jurisdiction of the local bodies. It is 
true that this tendency has been strengthened 
by a certain force of events: the organi¬ 
sational incapacity of the local bodies in the 
face of severe service deficits; the continu¬ 
ing image of these bodies as corrupt and in¬ 
efficient; and the problems arising from 
haphazard and unplanned peripheral 
growth. In the process the municipalities 
have been almost reduced to a position of 
irrelevance accompanied by the growth and 
strength of development authorities and 
special agencies. These agencies have been 
created in the name of capital expenditure 
and development since the traditional form 
erf municipalities and corporations are 
deemed to be anachronistic to the increas¬ 
ing demands of city management. This has 
resulted in a phantom distinction between 
capital works and maintenance. The result 
is that these investments are not maintain¬ 
ed properly and are threatened with early 
damage requiring extensive repairs. Second, 
there is little participation at the local level 
in the planning and delivery of urban 
infrastructure and services. Third, the 
municipalities have never been seriously 
involved in the development planning pro¬ 
cess of the new agencies. In sharp contrast 
to the political prestige and influence that 
many of the municipal bodies enjoyed in 
earlier days, the very existence of the 
municipal system has become vulnerable in 
recent years. The majority of the municipal 
corporations tn the country are under 
super session. Many local bodies have been 
under supersession for over 15 years. Yet 
there is little evidence that the administra¬ 
tion of these municipalities has improved 
much under the direct administration of the 
state. 

With the increasing urbanisation and con¬ 
tinuing expansion of existing towns and 
cities it is absolutely essential that serious 
measures be taken urgently to restore the 
health of local municipal bodies. The 
strengthening in terms of access to financial 
tcsources, management capability, person¬ 
nel, fiscal as well also service responsibility 
and planning powers is essential for the 
orderly development of our towns and cities. 
This is necessary for the efficient manage¬ 
ment of our towns and cities so that all 
citizens can have access to at least a 
modicum of essential urban services. With 
rising urbanisation it will simply be impossi¬ 
ble for state level agencies to serve the 
myriad needs of different towns and cities— 
both physically as well as financially. 

Urban development authorities are not 
nccessaiy for performing the functions 
earlier assigned to municipalities. UDAs may 
only be justified in urban areas consisting 
of several municipal jurisdictions adjoining 
one another. These would be metropolitan 
or pre-metropolitan situations. Here, apart 
from the municipal functions there are a 
number of other functions of planning, in¬ 
vestment, regulation and promotion which 
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may call Tor such authorities. Statutory and 
special purpose authorities like water boards, 
or sewerage anr* drainage boards for intra¬ 
municipal purposes should be similarly 
discouraged. If these are needed because of 
the technical requirements it should be cx 
amined whether such bodies can funetton 
as subsidiaries to the municipalities respon 
sible for them. 

In the case of industrial and other new 
townships the practice of running them as 
company townships should be given up. 
Each of these townships should either merge 
with the rest of the city or brought under 
a single municipal authority. 

There are over 60 urban development 
authorities now. Of these 10 are in the 
metropolitan cities and the rest in other 
mostly class I cities. The need for them 
should be examined carefully in each case. 
The municipalisation of expanding urban 
areas is important and should be undei taken 
as the expansion takes place. 

Mfiropoi itxn Ci i iF-s 

At present there are 12 cities wiih a 
population of more than 1 million. 1 he 
existing institutional arrangements for the 
management of these cities are diffeient in 
almost each case, and it is not feasible to 
prescribe a uniform model for evety 
metropolitan city. However, in many cases 
opportunities exist, for the consolidation 
and extension of local authorities boun¬ 
daries within the metropolitan cities in order 
to reduce the problem of administrative- 
fragmentation within cities. 

In metropolitan utics, apart from 
municipal functions, several important non¬ 
municipal functions have to be provided and 
co-ordinated such as transport, tele¬ 
communications, public safety, higher 
education, health, etc, and hence a metro¬ 
politan level organisation is necessary to per¬ 
form certain metropolitan level tasks which 
municipal bodies may not he able to per 
form. These tasks arc strategic planning for 
development, capital budgeting and plann 
ing, co-ordination of development program¬ 
mes and policies and monitoring and evalua¬ 
tion. Metropolitan level organisations also 
have a substantial role in the mobilisation 
of resources by supplementing the efforts of 
municipal bodies in this respect and by ad¬ 
vocacy for additional resources from higher 
levels of government The structure o( 
metropolitan level organisations may vary 
from one metropolitan city to another. They 
must have leprcsentation from the various 
governmental, municipal and functional 
bodies working in the metropolitan area as 
well as from expert groups such that the 
metropolitan organisation is able to perform 
its apex role of co-ordinating growth. As 
suggested in the section on planning it ts 
crucial that in the state development plan a 
metropolitan sub-plan is presented as a 
distinct head 


Decentralisation of Urban 
Management 

One of the key lacunae existing in the 
current system of urban management is 
management at anything lower than the city 
level, l-'or a local government to he strong 
in the long tun it needs to be strong at the 
grassroots. Further, the collection of user 
and other civic chaiges would be easier with 
an effective decentralised form of govern¬ 
ment. Hence, the strengthening of local 
authorities should also include an expanded 
programme ol intermediate forms of 
oigamsanons geared to urban community 
development through a participatory process 
of planning, execution, financing, inomlwi- 
ing and evaluation of projects and program¬ 
mes. At present in urban areas there is no 
one between the citizen and the municipal 
corporation or municipal boards. In a par¬ 
ticipatory sense, when a local authority is 
suspended the citizen really has no in- 
tcrmcdiaiy between himself and the stale 
government Hence in urban areas there 
must be iniermediaiv oiganisations which 
elicit the participation of people in decision¬ 
making I here might (hen he a closer con¬ 
nection between tangible works and resource 
raising and people may be more willing to 
contribute towards these resources 

Emphasis ha' t een placed on the fiscal 
strengthening of local bodies so that they arc 
able to perform the tasks that are to be 
assigned to them The key ingredient 
necessary for efficient resource mobilisation 
is ihal the public must be convinced that the 
taxes and user charges which are levied are 
indeed rclatcd to the benefits that are sup¬ 
posed to occur; it may be expected that even 
capital costs could be financed to a limited 
extent by contributions from the bene¬ 
ficiaries if the benefits are clearly perceiv¬ 
ed Even poor neighbourhoods have often 
been found willing to pay for road widen¬ 
ing and paving, the provision of piped water, 
sanitation, etc, when the payments are seen 
to be directly linked to the provision of these 
services 

For community participation to be effec¬ 
tive there must be consensus on what their 
legitimate spheres of activity are. Preferably, 
community organisations must have legal 
status and have a clear mode of interaction 
with the municipal authorities. For mean¬ 
ingful decentralisation it would be advisable 
to initiate some form of political as well as 
administrative and operational decentralisa¬ 
tion For example, in a different context, 
villages in Nagaland have village develop¬ 
ment boards m addition to village councils. 
The village development boards arc legal en¬ 
tities which can receive and raise funds and 
undertake developmental works. They 
are community-based organisations with 
representation from ("he traditional village 
councils along with other direct representa¬ 
tion from the village. This structure has 
resulted in the implementation of a large 
number of village developmental activities 


with community participation which would 
otherwise not have been undertaken. The 
VDB acts as an effective intermediary bet¬ 
ween government authorities and the village 
community. 

In the urban situation, efforts must be 
made to found similar community associa¬ 
tions such that management decentralisation 
can effectively take place: The community 
associations should have regular neigh¬ 
bourhood meetings on matters of local con¬ 
cern, and similarly, the local authorities 
should have regular meetings with the 
associations. Such assoctationsrcan fulfil a 
numbet of functions. They can be effective 
m implementing joint action with the 
authorities in the provision of services. This 
can include activities such as street im¬ 
provements, drainage, garbage disposal, 
lighting, provision of community spaces, 
medical dispensaries, technical training, etc, 
according to local concern and need. 
Moreover, they could also do other in¬ 
termediary functions such as on-lending of 
small loans for home-improvements which 
are very necessary for shelter improvement 
for the poor. At present, there are no 
mechanisms for the implementation of these 
functions. Community associations can also 
be consulted in the framing of investment 
plans relevant for their areas, in the articula¬ 
tion of demand for transport and other traf¬ 
fic measures before they are implemented. 
For ail these possibilities to be realised com¬ 
munity associations would need technical 
assistance. This could be supplied by a 
federation of such associations or by a com¬ 
munity wing m the Local Authority. 

Given the lack of precedent it is not easy 
to prescribe a viable structure of decen¬ 
tralisation of urban management at the city 
level. It is not easy to elicit community 
response unless there are tangible issues of 
interest to the community. One way of 
eliciting such response could be the provi¬ 
sion of matching funds for neighbourhood 
improvements: in order to be eligible for 
receiving such funds, communities would 
have to organise themselves and also make 
contributions. 

One well known example that does oiist 
is the Urban Community Development Pro¬ 
gramme in Hyderabad. This programme has 
been run by the Community Development 
Wing of the Municipal Corporation of 
Hyderabad. It seems to have elicited a con¬ 
siderable amount of popular enthusiasm. 
However, it has been a top down approach 
with UCD officials leading the way—the 
programme was seldom community led. it 
has also not brought into existence com¬ 
munity organisations on a self-sustaining 
basis to look after the community level ser¬ 
vices and amenities. However, much can be 
learnt from that experience and im¬ 
provements made 

(To be concluded) 
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Production of Authenticity: The Indo-Anglian 

Critical Tradition 

Ajanta Sircar 

This paper argues that by marginalising particular kinds of readings, the institutionalised Indo-Anglian literary 
critical tradition has actively aided the consolidation of bourgeois hegemony in India. Fxamining definitions of 
'India' and ‘Indtanness’ by the institutionalised Indo-Anglian literary critical tradition the paper contends that 
the ‘India’produced by the dominant literary critical tradition is not an ‘authentic’, politically neutral entity, but 
one based on a systematic suppression of the identities of various underprivileged sections. The contention is 
sought to be established through a re-reading of representative essays by major Indo-Anglian literary critics with 
a view to establishing the underlying ideological biases. 


THE institutionalisation of a certain tradi¬ 
tion of Indo-Anglian literary criticism lias 
to be read as a gesture which is a part of a 
larger social process: it has to be seen in the 
context of increasingly violent forms of com- 
munalisation of civil society, of a rigidly 
masculinist emergent world-view, of state 
policies which actively lobby foi domination 
over domestic markets, etc- This papei 
aigues that by marginalising particular kinds 
of readings, the institutionalised Indo- 
Anglian literary critical tradition has actively 
aided the consolidation of bourgeois 
hegemony in India. In this context I vish 
to examine the definitions of ‘India’ and 
‘Indianness’ by the institutionalised Indo- 
Anglian literary critical tradition. This paper 
contends that the India produced by the 
dominant literary critical tradition is not an 
‘authentic’, politically neutral entity, but one 
based on a systematic suppression of the 
identities of various underprivileged 
sections—minority communities, lower- 
class/lower-caslc Hindus and women as a 
group. To establish this contention, I pro¬ 
pose to re-read representative essays by a few 
major Indo-Anglian literary critics in order 
to highlight the underlying ideological biases 
of their definitions ol India and Indianness 
The first two essays I will discuss are 
K R Srinivasa Iyengar’s ‘Introduction’ and 
'The Novel: Themes, Backgrounds, Types’, 
respectively from his book Indian Writing 
in English [1973j. 1 Iyengar’s definition of 
Indo-Anglian literature is seminal to the 
dominant Indo-Anglian literary critical 
tradition in that it lays down the para¬ 
meters within which major critics such as 
C D Narasimhaiah, M K Naik. R K Dhawan 
and Meenakshi Mukhcrjec also work 
Iyengar defines Indo-Anglian literature in 
the following terms: 

It is legitimate to view Indo-Anglian literature 
as a native eruption, an expression .. of the 
creative genius of the Indian people. To be 
Indian in thought and feeling and emotion 
and experience; yet also to court the graces 
and submit to the discipline of English for 
expression... It is no less legitimate to look 
upon Indo-Anglian literature merely as a 
minor tributary of English literature. Indo- 
Anglian literature then, is both an Indian 
literature and a variation of English 


hteraiure Sundry Indians trying to ac¬ 
complish creative self-expression through the 
English medium has given us Indo-Anglian 
literature [/MV'.p 6) 

The first point to he noted about 
Iyengar’s formulation is that he draws direct¬ 
ly from the debates on literature which 
emerged in western Europe in the 19th cen¬ 
tury. The romantics valorised literature as 
the privileged scat of transcultural and tran- 
shistoricul values such as truth and beauty. 
These ’higher’ vaiucs were moreover propos ■ 
ed as I King directly accessible only to an elite 
minority endowed with the power of a 
‘creative imagination'. Iyengar also proposes 
that Indo-Anglian bteraturc is the “creative 
self-expression" ot a select minority of 
Indians. Commenting on the larger implica¬ 
tions ol the endorsement of these debates 
in the contemporary Indian context, Partha 
C’hatterjee says 

From such a perspective,. the problem of 
nationalist thought becomes the particular 
manifestation of a much more general pro¬ 
blem, namely, the problem of the bourgeois- 
rationalist com cption of knowledge esta¬ 
blished in the post-Enlightenment period of 
Furopcan history, as the moral and epislcmic 
foundation for a supposedly universal frame 
of (hough!, which perpetuates, in a real and 
not merely a metaphoric sense a colonial 
domination It is a framework of knowledge 
which proclaims its own universality; its 
validity it pronounces is independent of 
cultures ‘ 

The legitimation ol this de-histoncising 
philosophy as state-ideology by the in 
digcnous bourgeoisie has thus to be seen as 
part of a politico! strategy maximising the 
interests of a collaborationist minoitty us- 
a-vts the vast native nbal’ern sector From 
such a position, Ivengar’s endorsement ol 
the idea of the “creative genius" can be read 
as pointing to the enormously complex ways 
tn which the institutionalised Indo Anglian 
literary critical tradition has helped to rein¬ 
force the socioeconomic structure of the 
colonial state even in the post-colonial con¬ 
text. This is, further, a structure which was 
historically designed to impoverish both the 
land and the people. Thus, a major ptobleni 
with Iyengar’s formulation is his Assumption 
that Indo-Anglian literature, accessible to a 


very narrow stratum of the present popula¬ 
tion, can truly represent the Indian people 
at large. Historical documentation by the 
subaltern school 3 , among others, of the 
continuous rccurrente of ‘popular’ 
movements directed not only against the col¬ 
onial rulers but also the westernised native 
elite suggests however violent clashes of 
interest between the English-speaking 
minorily and other sections of the Indian 
people. 

The next problem with Iyengar’s defini¬ 
tion arises due to the usage of cssentialist 
categories such as “Indian in thought and 
feeling”, “creative genius of the Indian 
people" and "Indian literature”. This essen- 
tiahsing tendency, I shall argue, is a promi¬ 
nent feature of the canonised Indo-Anglian 
literary critical tradition. Therefore, it seems 
appiopriate to discuss at some length here 
the specific objections to ‘essentialisms’ from 
the perspective of a Marxist study of culture, 
l he growth of the modern nation-states oc¬ 
curred in western Europe contemporaneous 
with the development of an industrial 
society, “to a society whose productive 
system [was] based on cumulative science 
and technology”. 4 The origin of Ihe nation- 
state also necessitated the development of 
a cu’tnral homogeneity consistent with a 
unified, free-market. This was provided by 
ihe emergence of various ‘nationalisms’. 
Nationalisms ideologically justified the 
ethics <>J a capitalist economy, “the establish- 
mer t of an anonymous impersonal society, 
witi: mutually substitutable atomised in¬ 
dividuals, held together, by a shared 
culture”. 1 The homogeneity imposed by a 
nationalism, Partha ( hatterjoe suggests, was 
derived from the selective appropriation of 
pre-existent cultural practices of various 
local agrarian groups, into an idiom suited 
to the requirements of bureaucratic and 
technological communications, in the form 
of a "national culture". In effect therefore, 
a national culture reinforced the imposition 
of a ‘high’ culture on society and conse¬ 
quently the socio-economic interests of a 
small, elite minority. 

Chatterjee further suggests that this 
cultural esscntialism which developed in the 
west in Ihe early 19th century is a particular 
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manifestation of the bourgeois-rationalist 
paradigm of knowledge discussed earlier, 
implying a similar uneven power relation in 
the Indian situation: 

[Rlalionalily as the notion is used . is wider 
than mere scientific truth Rationality 
becomes the normative principle of a certain 
way of life which is said to promote a cer¬ 
tain way of thinking . Hence the question 
of culture also becomes relevant So much 
so that the ethic of rationality is now seen 
to be a characteristic of “scientifically 
oriented” . .cultures .What results is an 
tssenlialism: certain historically specific cor 
icspondences between certain structures 
of beliefs in European society and certain 
changes in techno-economic conditions ol 
production arc attributed rhe quality of 
essences which are said to characterise 
western cultures as a whole. It is an essen- 
tialism which, when imposed on historical 
time, divides up the history of western society 
into pre-scientific and scientific, and casts 
every other culture of the world mio the 
darkness of unscientific tradiiionalism 6 
This cultural essentialisrn, C'haticrjee 
observes, was historically first used to pistily 
the ethnic superiority of the European races. 
It was then used to ‘establish’ the moral 
superiority of western Ttiropcan cultures 
And finally, in the era of anti colonial 
movements. Chatterjee says that this cultural 
essentialisrn has been used to universalisc the 
western-European bourgeois-rationalist 
epistemology 

By endorsing the idea of a cultural 
essence, Iyengar and by extension the 
dominant Indo \ngnan li’cra;) critical 
tradition, also reiterates thr terms ol a 
tx'-ourse based on asymmetncal power rela¬ 
tions between the western and (he :v,u■ 
western. Hie western epistcmic privilege 
functional in this context is ihe endorsement 
by the dominant cittical tradition ol the idea 
that the Eurocentric model lor studying ilie 
humanities is the only ‘natural’ and unisci 
sal paradigm. The idea of India being a 
single, unchanging and determinate reality 
also derives directly from the posi 
enlightenment positivist philosophy By (he 
very terms of its debates, this esseniialist 
Indo Anglian critical tradition proses itself 
incapable of sustaining any attempt to ac¬ 
count for a differential formal ion of the 
‘self, to generate a liberating definition of 
‘Indianness’ which engages effectively with 
the specific pressures that shape the post- 
colonial Indian metropolis 

The internalisation of the colomai 
rheioric implied by Iyengar’s definition of 
India suggests that Iyengar will also be 
unable to account for the political implica¬ 
tions of the growth of English in India 1 he 
systematic violence of (he colonial encounter 
is transformed, in Iyengar’s perspective, into 
a mere accident: 

An accident of history brought us inio con 
tact with ihe English language We have 
reached the point where we are able to see 
Indian writing in English as a dioiiiclive 
literature—a tree ihal has sprung up on a 


hospitable soil from a seed that a random 
tiree/e had brought from afar [/H£, p 8|. 
Iyengar’s notion of English in India as being 
a politically neutral entity can be juxtaposed 
rather effectively with the arguments ol 
Charles Gram as early as 1797, in a privately 
punted treatise, in which he advocated 
English education in India: “[Wjherever, we 
may venture to say, our principles and 
language are unreduced, our commerce will 
follow”’ or Macaulay’s arguments in his 
Minute on Indian Education (1835] for 
English as the only official medium of in¬ 
struction so that even if India became in¬ 
dependent, British rule would continue in 
the "imperishable empire of (its] arts and 
morals; its literature and us laws” 8 
In the light of these arguments on the 
introduction of English into India, Iyengar's 
account of the same represents the effee 
tiveness of ihe process of ‘colonial subjec- 
tification’ by which the ‘colonial subject’ ac¬ 
cepts as ‘natural’ the cultuiaJ supremacy of 
the coloniser, ihat is, Britain. Iyengar ap 
plauds the introduction of English in India 
as being a muispensable aid for the refine¬ 
ment of the nalive mind: 

At one time- ovei a century ago—awakened 
and enlightened opinion ill India wanted 
English education The importance of 
western ideas md techniques and the .. best 
of our past (led to the rise of English in 
India) By 1857, the consolidation of the 
British power under the Fast India Co had 
taken place and alter the brief nightmare of 
ihe Mutiny, the Crown took over responsibili 
ty trom ihe Company |/ WE, p 8] 
to describe the first nationalist uprising 
against Roush rule as a “nightmare’' is not only 
distinctively unrepresentative of the majority 
'■eiiumcni, but il also directly endorses the 
I'erspectives of colonialist historiography which 
regarded nationalist uprisings in similar terms 
Statements like these scattered through the essay 
clearly contradict Iyengar’s earlier assertion lhat 
the Enghsh-speaking minority represent the 
“Indian iieoplc” at large However, Iyengar still 
rhetorically assert- the crucial role of English 
in India 

lor all-India administration, inter-slate com¬ 
munications, pursuit of knowledge at higher 
levels and promoting international contacts, 
English ts proving an indispensable too! 

|/ME, p il] 

In the context of the extremely low level of 
literacy in English, such a statement is fac¬ 
tually incorrect What it does suggest, 
however, is the fact that it is the English- 
educated minority which has monopolised 
positions of power (in administration, com¬ 
munications and other sectors) in the post- 
colonial context. That the Indian nation 
functions primarily in the interests of this 
elite class is indicated by the ease with which 
categories such as ‘alUndia’ or ‘inter-state’ 
are unconsciously equaled with the class that 
has access to English education. 

The internalisation of colonial discourse 
is also evident in Iyengar’s definitions of the 
essential characteristics of the ‘Indian novel’. 


The Indian novel is significantly equated 
with the Indo-Anglian novel. Here also, he 
accepts as ‘natural’ the supremacy of Britain 
in the literary field: 

For ihe novel, we have to wan till the latter 
half of the nineteenth century when the 
Western impact on India's cultural front had 
resulted, in the development of formal writ¬ 
ten prose m (he regional languages, first as 
a functional and presently as an artistic 
medium . The translation of Western 
classics, including novels followed The 
next step was the composition ot original 
works, in imitation or under the Inspiration 
of Western novels [/ME, p Ilf. 

By relegating Indian novels to the secondary 
status of being either outright imitations of 
or deriving “inspiration” from the "tine” 
western classic, Iyengar feeds directly in¬ 
to the teleological model of colonialist 
historiography which assumed that 
“originality” was the exclusive prerogative 
of (he first woild. Such a model of histoiy 
justified colonial domination on the grounds 
that the native culture was naturally inferior 
to the uilture ol western Europe. Iyengar 
also endorses the paradigm of bourgeois- 
rationalism which conceives of ‘knowledge’ 
as providing ‘objective’ access to a ‘reality’ 
beyond discourse. Thus, he considers trans¬ 
lations as providing unmediated access for 
the Indians to the essential culture of the 
west. In contrast, other critics such as 
lejaswmi Niranjana have established the 
ideological role played by translations in 
reinforcing the structures of western 
imperialism 

What is at slake here is the representation ol 
the colonised, who need to be produced in 
such a manner as io justify colonial domina¬ 
tion, and to beg for the English book by 
themselves ^ 

The consequence of such representations, 
Niranjana suggests was ultimately to change 
indigenous patterns of consumption so as 
to create a market for British goods in an 
age of western capitalist expansion. Iyengar's 
account of the rise of the novel in India, 
moreover, fails to acknowledge the historici¬ 
ty of the novel form itself. The origin of the 
novel form, in the 19th century in western 
Europe, was historically contemporaneous 
with the rise and expansion of a capitalist 
economy that necessitated the project of 
western imperialism. The emergence of the 
novel in India in the latter half of the 19th 
century, as suggested by Iyengar, is also 
directly connected to the aggressive con¬ 
solidation of colonial rule in the post-mutiny 
era. Iyengar’s formulation cannot however 
account for the crucial relation between the 
text and the world, for ihe fact that “texts 
are worldy . they are a part of the social 
world... and the historical moments in 
which they arc located . ,” 10 Instead, 
Iyengar's criticism of Indo-Anglian novels 
involves a content-wise classification into 
descriptive categories such as novels 
whose action ts set by the side of a river, 
e g, Kanthapura. novels of social criticism. 
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e g, The Village Had No Walls, novels of 
urt-an life, e g, TWilighl in Delhi, the political 
novel, e g, Thiin to Pakistan and novels in 
which ‘sanyasis’ play a prominent role, 
e g. The Guide 1 . 

That the tenets of Iyengar’s criticism are 
indeed hegemonic in the Indo-Anglian 
literary critical tradition is borne out by 
C D Narasimhaiah’s essay ‘Raja Rao’s 
Kanthapura: An Analysis’." Echoing 
Iyengar's criteria of analysis, Narasimhaiah 
also distinguishes three distinct categories of 
concerns in Kanthapura: 

There are at least three strands ot experience 
in the novel: the political, the religious and 
the social woven inextricably into the one 
complex story of Kanthapura [RK, p 233). 
Both critics endorse the idea of the text 
being a stable entity infused with a deter¬ 
minate meaning by an author god. The task 
of the critic working within this definition 
becomes the explication of this essential 
meaning of the text. Raja Rao’s distinction 
according to Narasimhaiah also lies in his 
‘authentic’ portrayal of the ‘Indian village’' 

1 don't know how village life gets expressed 
in our regional languages, but I can't think 
of another authentic account of village life 
among novels written in the English language 
[RK. p 234], 

This statement endorses the cultural r,sen- 
lialisrn which, as I have already suggested, 
proposes India as an unchanging entity. In 
the course of his analysis, however, the critic 
contradicts himself: 

[Kjanthapura is India in microcosm: what 
happened there is what happened everywhere 
in India during those terrible years of our 
fight for freedom [RK, p 236). 

Such a statement obviously does not 
acknowledge the immense regional varia¬ 
tions in both the nature and the extent of 
‘popular’ participation during the cHI 
disobedience movements. More importantly, 
his statement suggests that Kanthapura is the 
portrayal of “Indian village life” at a specific 
moment in history rathei than a depiction, 
as he had indicated earlier, of a tuneless 
social reality. Such a contradiction is typical 
of orientalist scholarship which simul¬ 
taneously ‘naturalised’ and 'histoncised' 
aspects of Indian society by differentiating 
between the ‘spiritual’ aspects of ‘Indian 
culture' which had ostensibly remained un¬ 
changed from the ’political’ aspect which 
had degenerated into savagery. Narasimhaiah 
also traces in Kanthapura these two distinct 
aspects of Indian society which, he suggests, 
reached their culmination in the figure of 
Gandhi; “Gandhi tapped the deeply religious 
and spiritual resources of our people... and 
built up a national movement..." [RK, 
p 235). It is through Gandhi’s disciple 
Moorthy, argues Narasimhaiah that all the 
distinct themes in the novel are expressed: 
[TJhe religious, the social and the political... 
Moorthy represents to me the confluence of 
these three streams. For here is an educated 
man who has a true Brahmin’s heightened 


awareness of his social and spiritual obliga¬ 
tions and sets out to fulfil them... [RK, 
P 2391. 

Apart from the constant evocation of the 
romantic concept of an elite minority 
naturally gifted with an aesthetic sensibility, 
in phrases such as “a true brahmin’s 
heightened awareness” the critic also 
subscribes to another major tenet of orien¬ 
talist scholarship—the identification of the 
‘essential Indian culture’ with a brahmmical 
culture. Such an equation implicity excludes 
from the definition of Indianness the 
cultural practices ot all lower-caste Hindus 
as well as of other religious minorities. 
Added to this is the critic’s endorsement of 
the romantic myth of an organic rural com 
munity being both unchanging as well as the 
source of ‘higher’ moral values: 

So close does lhe villager live to Nature that 
his imagination has never viewed nature as 
insensate, inanimate, but with an eser- 
mcreasing sense of joy and the wonder of 
creation |KK, p 252] 

Rata Rao's contribution to Indo-Anglian 
writing is similarly described by the colic in 
ahistoncal terms 

In fact, the one outstanding contribuiion of 
Mr Raja Rao io Indian writing in English is 
to have struck new paths for a sensibility 
which is essentially Indian (RK, p 256). 
This essentialising perspective is also 
endorsed by M K Naik in his essay 'The 
Serpent and the Rope -The Indo-Anglian 
Novel as Epic legend’. 12 Naik reinforces the 
cultural essentulism discussed earlier: 

The Serpent and The Rope while preser¬ 
ving us esseniially Indian identity in both 
spirit and form, also draws upon certain 
elements in Western techniques of fiction 
[TSR. p 259). 

The mam object of criticism in this tradi¬ 
tion is to evaluate the text in terms of its 
formal excellence. Following this tradition, 
Naik focuses on Raja Rao’s dexterity in 
adapting features of “Sanskrit rhythm to the 
needs of a narrative of modern life” [TSR, 
p 288). This statement contradicts Naik's 
earlier asscition that The Serpent and The 
Rofte is a newel of an unchanging India 
rather than the India of the “modern times" 
Not only that, the basis of Naik’s formal 
evaluation is also such a dubious assump¬ 
tion as: 

The Sanskrit language may not be read in 
a hurry, it must be sounded as well as seen; 
and its power depends upon its beat, upon 
rhythms the ear alone can detect. It can have 
the effect epic language the world over, rous¬ 
ing the mmd to a heightened state of par¬ 
ticipation in ihe events described [TSR, 
p 2871. 

Like Naiasimhaiah, Naik also suggests 
that Raja Rao's major contribution to Indo- 
Anglian writing is his portrayal of the 
essence of India. Naik defines this essence 
by a quote by Krishna Menon in the follow¬ 
ing terms: 

Wars may have come and famine, the 


Muslims may have conquered us and after 
them the British, but there is a common 
area, that is for ever ours . The gods that 
reside in us are of an ancient making; age 
after age our ancestors have copulated and 
a bit more of each god grew in us as we grew 
up [TSR, p 273). 

Directly mirroring the orientalist debates, 
Naik equates the essence of India with a 
Hindu religious tradition which has surviv¬ 
ed into the present, uncontamiijated over the 
centuries. Naik also subscribes here to Che 
idea popularised by nationalist historio¬ 
graphy when he implies the concept of a 
transhistorical, monolithic ‘Hindu identity’; 
this is despite the fact that unified communal 
identities emerged only m colonial India as 
a consequence of specific social and 
economic pressures." However, Naik’s 
ahistoiical perspective ‘naturalises’ this 
historical phenomenon and causes him to 
endorse dramatic statements such as, 
“India has no history for Tfuth cannot 
have history” (TSR, p 273). It is through 
such a denial ol history to (he colonised, in 
fact, that the standard utilitarian justifica¬ 
tion for colonial domination was for¬ 
mulated. T he colonial administrators claim¬ 
ed that lack of history implied that the 
natives were naturally barbaric and hence in 
need of imptovement m the form of colonial 
rule. Further, one of the mam descriptions 
of indigenous culture which the colonisers 
used to establish their arguments was the 
idea that the natives were steeped in an an¬ 
cient religion which made them effeminate, 
cowardly and deceitful. 14 In Naik's for¬ 
mulation, therefore, one can also read the 
complicity of nationalist discourse with that 
of colonialist historiography. Both dis¬ 
courses end up subscribing to the notion of 
the essential ‘otherness’ of India to the west. 

As mentioned earlier in this essay, orien¬ 
talist scholarship simultaneously naturalis¬ 
ed and histoncised the spiritual and material 
aspects ol India's culture resixMively. Partha 
Chatterjee suggests that nationalist debates 
not only endorsed this dichotomy but evolv¬ 
ed an entire range of dichotomies aiound the 
matenal/spiritual division such as wcst/casl, 
woi Id/home and masculmc/lcminine. The 
consequence was th<ti the nationalist 
ideology legitimised new forms of patriar¬ 
chal subordination tor women." Naik en¬ 
dorses this nationalist dichotomy in his 
criticism of I he women characters of The 
Serpent and the Rope. Naik suggests that the 
marriage of Rama and Madeline fails 
because of a fundamental difference between 
their subjective conceptions of the ‘woman’. 
This difference is, moreover, suggested as 
arising from a fundamental difference bet¬ 
ween the Indian woman and the western 
woman. 

(T|hc contrast between the careers of Made¬ 
line and Sasiihn is revealing. Madeline... 
ends by embracing Buddhism as a way of 
escape from personal frustrations, and once 
she lakes to it, with typically Western 
thoroughness she snaps all her ties . (with) 
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the world. Savithri, ... [the) Indian girl, has, 
without knowing it, such firm roots in her 
ancient religion, that, at the time of crisis, 
the sustenance she draws from the spiritual 
heritage in her bones comes to her .. [TSR, 
pp 277-781. 

However, Naik contradicts his own claims 
of an essential cultural difference between 
the east and the west in the later course of 
the essay: 

He [Rama] is... aware of the areas of 
similarity the East and West share—human 
nature being essentially the same, whether on 
the banks of the Seine or those of the Shona 
rrSR, p 276). 

If ‘human nature' is indeed ‘essentially the 
same* then there cannot be any real dif¬ 
ference between the eastern woman and her 
western counterpart, a difference which Naik 
reiterates throughout the major part of his 
analysis. Naik attempts to resolve this con¬ 
tradiction in his argument by suggesting that 
the materialist western woman is a deform¬ 
ed version of true womanhood’ symbolis¬ 
ed by the spirituality of the Indian woman: 
The symbolism of the ritual marriage bet¬ 
ween Rama and Savithri is plain... the 
Masculine Principle has been wedded to the 
Feminine Principle The outcome of this 
union is self-realisation and illumination. On 
the other hand, the fact that the marriage 
between Rama and Madeline ultimately pro¬ 
ves barren... may be considered symbolic 
of Madeline’s failure to be the true Feminine 
Principle [TSR, p 283). 

All women, Naik seems to suggest, however, 
can potentially become true manifestations 
of womanhood despite their cultural dif¬ 
ferences: “The coronation of the Queen 
[Elizabeth] is thus symbolic of the glorifica¬ 
tion of the Feminine Principle, incarnated 
in Savithri for Rama" [TSR, p 283]. 
Statements such as this completely ignore the 
fundamental relation of domination opera¬ 
tive between the two true women, the queen 
and Savithri, the coloniser and the 
colonised. 

The terms of this literary critical tradition 
ate further reiterated in R K Dhawan’s essay 
‘The Artist as Historian: Three Contem¬ 
porary Novelists’. 16 Dhawan continues to 
endorse the idea of Indo-Angiian writing be¬ 
ing representative of the masses of the 
Indian people. 

Obviously, the literature in a language that 
is not basic to the country cannot have a wide 
acceptance in terms of numbers... English 
speaking people in India cut through class, 
ethnic and geographical barriers [AH, p 2]. 

The two statements quoted above not only 
contradict each other but Dhawan also fails 
to acknowledge the fact that access to 
English education in the Indian context is 
directly related to one’s class position. 

Dhawan’s definition of ‘historical fiction' 
is similarly problematic: 

It is in the historical novel only that the ac¬ 
tual day-to-day problems of life can be ex- 
•mined... This historical reality, in terms of 
time and space, forms an integral part of a 


work of art... in the process [of creative 
expression] it achieves wider dimensions of 
universality and at times a state of 
timelessness [AH, pp 3-4). 

The historical novel as defined by Dhawan 
is therefore a contradiction in terms because 
to qualify as a ‘work of art’ it would have 
to lose its historicity, that is, the 'true' 
historical novel is essentially ahistorical. Hie 
gross inadequacy of the dominant Indo- 
Anglian literary critical tradition in accoun- 
ling for the specificity of the post-colonial 
situation becomes obvious in statements by 
Dhawan such as the one quoted below: 
One reason for. having a collection of 
essays on the three contemporary novelists— 
Khushwani Singh, Chaman Nahai and 
Salman Rushdie—is that ail of them have 
made a specific use of history—and of the 
same period [AH, p 7]. 

Dhawan’s statement is not only incorrect in 
that Singh deals with the partition whereas 
Rushdie with the post-independence period, 
it also completely fails to account for the 
distinctively different modes of engagement 
with history of Rushdie and the other two 
novelists. 17 The actual governing criteria 
behind Dhawan’s slotting these three nove¬ 
lists in the same category is suggested by the 
critic himself in the latter part of his essay. 
The triad represents to him the true identity 
of India: 

India has emerged as a nation. with its 
cultural heritage unscathed ... Even though 
India is divided into many states and many 
religions are practised, . .these different 
parts of India are still held together in very 
fine balance . The three writers repre¬ 
sented here have totally different religions 
and cultural backgrounds. .. [AH, p 8] 

In the context of this ahistorical and 
essentialising critical perspective, Meenakshi 
Mukherjee’s chapters ‘Pilgrim Prose and the 
Novel of Purpose 1 and ‘Recreating A Past: 
Fiction and Fantasy’ in her book Realism 
and Reality: The Novel and Society in India 
[1985]" suggest a break with the tradition. 
Mukherjee accounts for the historicity of the 
novel form and tries to show the connection 
between the evolution of the novel form in 
India and the growth of a liberal ideology 
after the arrival of the Christian mis¬ 
sionaries. The missionaries were among the 
first to institutionalise both the prose form 
and the realist mode of writing in the in¬ 
digenous written narrative traditions. The 
major problem with Mukherjce’s formula¬ 
tion is that she assesses the impact of Chris¬ 
tianity on Indo-Anglian writing only in 
terms of the class-positions of the people 
converted: 

Of the two kinds of people who were con¬ 
verted to Christianity in the nineteenth- 
century in India, intellectuals... were in a 
minority. The majority were from the socially 
and economically deprived classes who 
found in Christianity a relatively better way 

of life_Seen as a whole, in the nineteenth- 

century the spread of Christianity was not 
an important event socially or culturally (R/f, 
P 32]. 


This statement makes an implicit connection 
between the intelligentsia and the upper- 
class/castes and consequently rejects the 
socio-cuitural impact of Christianity on the 
assumption that as the majority of the con¬ 
verts were from the non-intdiectual/lower- 
classes, the spread of Christianity did not 
have any major consequence on India’s 
cultural life. This statement, therefore, con¬ 
tradicts Mukherjee’s earlier claim that the 
growth of the novel form in India was direct¬ 
ly related to the transplantation of 19th cen¬ 
tury western European liberalism as signified 
by the arrival of thr missionaries. Further, 
Mukherjee’s proposition does not lake into 
account the fact that evangelicals such as 
Charles Grant and his supporters held posi¬ 
tions of great power in government as well 
as in the East India Company. Their pro¬ 
selytising mission of improving native 
morality was integrally associated with the 
attempts to change indigenous patterns of 
consumption in order to stimulate British 
economy. They actively advocated the in¬ 
troduction of English into India so as to 
cultivate in the native populace ‘tastes’ which 
would help the extension of British com¬ 
merce. At the fundamental level of language, 
therefore, missionary activity certainly was 
crucial to the introduction of English in 
India and thus to Indo-Anglian writing in 
general. 

Mukherjee points to the connection bet¬ 
ween the rise of the historical novel in India 
and the nascent Indian nationalism found¬ 
ed on a re-discovery of India’s past through 
books written by British historians. What 
she does not acknowledge is that the ‘Indian 
history’ thus recovered was actually a highly 
restructured version of the past meant 
primarily to justify British colonial domi¬ 
nation—the idea of a golden/Aryan past 
followed by a process of steady decline, with 
colonial rule legitimised on the grounds that 
it would restore India to this glorious past. 
Accepting colonialist historiography as 
authentic, Mukherjee claims that “The post- 
Macaulay generation which was exposed to 
English writing had learnt to distinguish bet¬ 
ween fiction and chronicle" [/Of, p 43]. Such 
a formulation is problematic because the 
past constructed by colonialist historio¬ 
graphy legitimised the idea of an upper-caste 
(brahminical), Hindu lifestyle as the authen¬ 
tic national culture. It also proposed that the 
Hindu and Muslim communities had always 
been antagonistic to each other. Consequent¬ 
ly, Mukherjee also endorses the idea of an 
essentially Hindu identity of India: 

Shivaji provided a necessary symbol of Hin¬ 
du unity, a reaffirmation of Indian valour, 
and hence not only Marathi writers but 
novelists from other parts of India... harked 
back to this period of recent history in quest 
of self-esteem | RR, pp 44-45). 

Slightly later, however, she herself indicates 
that in the formative stages of the nationalist 
movement as manifested in the perspective 
of Bharatendu Harishchandra for example 
there was a constant ambivalence of wan- 
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ting to merge a national with a religious 
identity. Hindu with Hindustan [RR. p 57], 
that is, she acknowledges a distinction bet¬ 
ween a religious (Hindu) identity and a 
national identity. Moreover, Mukherjee also 
traces the fact that in the Urdu novels con¬ 
temporaneous with those of Bankimchandra 
Chatterjee and Bharatendu Harishchandra, 
“sexual appetites and religious fanaticism 
and [which] are seen as the dominant traits 
of Muslim characters in (Hindu novels] are 
attributed to Christian characters” [RR. 
p 63]. The explanation Mukherjee gives for 
this communal bias is, however, rather 
dubious. She says, “... hostility towards the 
rulers is not so much a stricture against their 
religion as against their status as foreigners” 
[RR, p 54]. What is more accurate is the fact 
that communalism is itself a historical 
phenomenon which emerged in the late I9th 
century as the western educated middle-class 
competed with each other for limited socio¬ 
economic privileges under colonial rule. 
That communal identities are, indeed, 
related to class-position and access to socio¬ 
economic privileges rather than to one's 
status as foreigner/native is signified by 
Mukherjee herself later in her analysis. She 
indicates that while Bankimchandra was 
hostile to the class of Muslims who were 
rulers, “In the long essay called, 
‘Bangadesher Krishak’ (The Peasantry of 
Bengal) he lashes out against the exploita¬ 
tion that both Hindu and Muslim peasants 
have to suffer” (RR, p 53]. 

A similar contradiction is also implicit in 
Mukherjee’s definition of history. On the 
one hand, she acknowledges the structured¬ 
ness of history depending on the cultural and 
class positions of the historian concerned. 
On the other, she accepts 19th century 
British historiography as natural/authentic 
versions free of all social determinations. 
Therefore, even while she establishes that 
Bankimchandra and others used a com¬ 
munally biased historiography in their 
“historical novels”, she also asserts as quoted 
earlier that the same colonialist versions of 
“Indian history” were objective, factual ac¬ 
counts. This contradictory definition of 
history is further complicated by Mukher- 
jee’s endorsement of the following passage 
from Thgore regarding the true value of the 
historical novel: 

[0]ncc in a while a few individuals appear 
whose joys and sorrows are linked with the 
greater rhythm of the world... While we are 
whiling away our time,... in the broad 
thoroughfares of the world the chariot of 
time is being driven by men larger than us. 
This realisation gives us a momentary release 
from our circumscribed existence. This is the 
true aesthetic experience of history [RR, 
pp 57-58]. ‘ 

According to this proposition, the true im¬ 
portance of historical fiction is therefore in 
the contemplation of ideals (an individual, 
a community, or an epoch), which embody 
universal and transhistorical values. 
Ultimately, therefore; rather than emphasis¬ 
ing the historicity of historical novels, or th^ 


specificity of their socio-historica! contexts, 
Mukherjee seems to emphasise the ahistori- 
city of the historical novel as the “true” 
criterion of its aesthetic value. 19 

My paper has attempted to establish that 
the institutionalised Indo-Anglian literary 
critical tradition reiterates the terms of a 
discourse generated by the socio-historical 
pressures of the 19th century western Euro¬ 
pean metropolis. It cannot, therefore, 
critically engage with the local and the con¬ 
temporary; with the contradictory and dis¬ 
ruptive material pressures that shape the 
post-colonial Indian nation. It attempts, 
rather, to naturalise the myth of a trans- 
historical, monolithic culture as the authen¬ 
tic Indian culture. But such a definition as 
I have argued, systematically suppresses the 
identities and aspirations of the majority of 
the Indian people. The class-position signi¬ 
fied by the access to English in India implies 
that Indo-Anglian writing in general repre¬ 
sents the culture of the dominant class, the 
strata which has the social power to enforce 
its definition of India as legitimate. From 
such a perspective, the dominant Indo- 
Anglian tradition has to be seen as ultimate¬ 
ly endorsing both the violent resurgence of 
Hindu fundamentalism as well as nationalis¬ 
ing the ethics of the indigenous bourgeoisie 

Notes 

[I wish to thank Tejaswini Niranjana for her 
comments on earlier drafts of this paper.] 

1 K R Srinivasa Iyengar, Indian Writing in 
English, 2nd edition, (Bombay: Asia 
Publishing House, 1973), pp 1-21 and 
314-30. Subsequent references to this text, 
cited henceforth as I WE, have been in¬ 
dicated in the essay itself. 

2 Partha Chatterjee, Nationalist Thought and 
the Colonial World: A Derivative 
Discourse 7 (Delhi: Oxford University Press, 
1986), p II. 

3 For further reading see Ranajil Guha and 
Gayatri Spivak (eds). Selected Subaltern 
Studies (New York: Oxford Utuveraly Press. 
1989). 

4 Ernest GeUner quoted by Chatterjee, op cit, 

P 5. 

5 Gcllncr quoted by Chatterjee, op cit, p 12. 

6 Chatterjee, op cit, pp 16-17. 

7 Cited by Tejaswini Niranjana, 'Translation, 
Colonialism and Rise of English’ in 
Economic and Political Weekly, 25.15 
(April 4, 1990), p 777. 

8 Cited by Niranjana, op cit, P 778. 

9 Niranjana, op cit, p 773. 

10 Edward W Said, ‘Secular Criticism’, The 
World, The Text, And the Critic (London: 
Faber and Faber, 1983), p 4. 

11 C D Narasimhaiah, ‘Raj* Rao’s Kantha- 
pura: An Analysis’ in Critical Essays on 
Indian Writing in English, edited by M K 
Naik, S K Desai and G S Amur (Madras: 
The Macmillan Press, 1968), pp 233-58, 
cited henceforth as RK. 

12 M K Naik, ’ The Serpent and the Rope. The 
Indo-Anglian Novel as Epic Legend’ in 
Critical Essays on Indian Writing in 
English, edited by M K Naik, S K Desai and. 


G S Amur (Madras: Macmillan, 1968), 
pp 259-93, cited henceforth as TSR. 

13 See Gyanedra Pandey, The Construction of 
Communalism in Colonial North India, 
Delhi: OUP, 1990. 

14 Niranjana, op cit, pp 775-76. 

15 Partha Chatterjee, ‘The Nationalist Resolu¬ 
tion of the Women’s Question’ in Recasting 
Hitmen.- Essays in Colonial History, edited 
by Kumkum Sangari and Sudesh Vaid (New 
Delhi: Kali, 1989), pp 233-53. 

16 R K Dhawan, ‘The Artist as Historian: 
Three Contemporary Novelists’, Three Con¬ 
temporary Novelists, edited by R K Dhawan 
(New Delhi: Classical Publishing Co, 1985), 
pp 1-32, cited henceforth as'AH. 

17 For an extended discussion see Ajanta Sir- 
car, ‘Imaging Metropolitan Subjectivity: 
Salman Rushdie’s Midnight's Children and 
Amitav Ghosh’s The Shadow Lines', Diss, 
The University of Hyderabad, 1991. 

18 Meenakshi Mukherjee, Realism and Reali¬ 
ty: The Novel and Society in India (Delhi: 
Oxford University Press, 1985), pp 19-37 
and pp 38-67. Subsequent references to this 
text have been cited henceforth as RR. 

19 li may be noted ihat Mukhcrjec’s Realism 
and Reality: The Novel and Society in India 
(1985) is a seminal text which accounts for 
the historicity of the novel form for the first 
time. With all its contradictions, it is the on¬ 
ly text till now which attempts a break with 
the dominant critical tradition. Mukherjee 
has also moved from her ideological posi¬ 
tion in this text to a radically different posi¬ 
tion recently. Her ‘Keynote Address' in the 
recently held Seminar, Teaching of English 
in India (1990), at the department of 
English, University of Hyderabad, is a good 
example of this direction. She suggests: 

the English classroom could be 
liberating only if the teachers are willing 
to challenge the concealed conventions of 
’English Literature’ teaching to ask the un¬ 
comfortable questions about literature and 
power, language and identity, class and 
gender, education and employment (p 3). 


ATTENTION 
Scholars/Reade rs 

For your requirement of Rare, Out-of 
Prim and New Books and government 
publications on India, write to or visit.- 

Prabbu Book Service 
Sadar Bazar, 

Gurgaon. Haryana 122 001 
India 

Tel 01272 - 2058B 


We arc also interested in purchasing 
single books/tndlvtdual collet- 
tions/wholc libraries of antlquc/rare 
hooks Books signed by Mahatma 
Gandhi. Jau abarlaI Nehru. Indira 
Gandhi, Rajiv Gandhi, Tagore and 
other nationalist leaders .are of 
special Interest 


1926 


Economic and Political Weekly September 5,1992 




Identification of Levels of Development 

Case of Maharashtra 


K SeeU Prsishu 
P C Sarker 

The study arrives at an unambiguous classification of the sectoral as well as aggregate levels of development 
of the districts of Maharashtra for 1985-86 using three different techniques, viz, ranking, indexing and principal 
components. The final classification of districts for the aggregate level of development was obtained using Wald’s 
criterion. In the final classification, II districts were identified as being highly developed, while three districts 
were considered as belonging to the middle level of development. The remaining 15 districts were classified as 
underdeveloped. 

An examination of the regional profile indicates that all the districts of western Maharashtra with the exception 
of Dhule, were classified as belonging to medium and high levels of development. In sharp contrast, all the districts 
in Marathwada, except Aurangabad, and six out of nine districts in Vidarbha were classified as belonging to the 
category of underdeveloped districts. The persistence of wide disparities in the development of various regions 
in Maharashtra despite a quarter century of planned economic development is disconcerting and points to the 
need for urgent remedial measures. 


REGIONAL disparity in socio-economic 
development has become an extremely sen¬ 
sitive issue in recent times with serious social 
and political ramifications. The problem is 
particularly acute in the case of Maharashtra 
due to various historical factors dating back 
to the time of reorganisation of the states 
in the mid-fifties. The state of Maharashtra 
was formed in I960 by bringing toge«her 
areas belonging to the Marathwada, 
Vidarbha, Konkan and western Maharashtra 
regions of erstwhile Bombay, Hyderabad 
and Central Provinces. 

Even before the stale of Maharashtra 
came into existence, the apprehensions of 
Marathwada and Vidarbha regions regar¬ 
ding equitable treatment in. the proposed 
state were voiced at a meeting of eminent 
social and political workers in Nagpur in 
19S3. A document called the ‘Nagpur Agree¬ 
ment’ was signed at this meeting. This docu 
ment was to form the basis for the forma¬ 
tion of a Marathi-speaking state from con¬ 
tiguous areas of Bombay, Hyderabad and 
Central Provinces. The apprehensions of 
these people were sought to be allayed in 
I9S6 by incorporating article 371(2) in the 
Indian Constitution. This article “empowers 
the President of India to provide for special 
responsibility of the Governor in respect of 
three matters, namely (a) the establish¬ 
ment of separate development boards for 
Vidarbha, Marathwada and the rest of 
Maharashtra with the provision that a report 
on the working of each board will be placed 
every year before the state legislative 
assembly; (b) equitable allocation of funds 
for development expenditure over the three 
regions subject to the requirements of the 
state as a whole, and (c) equitable 
arrangements providing adequate oppor¬ 
tunities for employment in services under the 
control of the state government, in respect 
of the three regions, subject to the re¬ 
quirements of the state as a whole.” 
(Dandekar Committee Report, p 391). After 
the formation of Maharashtra state in I960, 


the state government reiterated its commit¬ 
ment to the Nagpur Agreement and article 
371(2) of the constitution. Despite these 
assurances, regional development boards 
have not been constituted to date and allega¬ 
tions of ‘neglect’ of regions have been voiced 
from time to time 

Concerned with the mounting criticism of 
its regional policies, the government of 
Maharashtra appointed in 1984 a Fact Fin¬ 
ding Committee under the chairmanship of 
V M Dandekar to examine the imbalances 
in the development of districts in the state 
and to suggest measures to remove the same 
The Dandekar Committee studied the extent 
of backlog with respect to specific indicators 
in various sectors and worked out the finan¬ 
cial implications of removing the backlog. 
The committee, however, refrained from 
identifying districts as developed or 
backward either at the sectoral or aggregate 
levels thereby rendering it difficult to have 
a clear idea of the levels of development of 
districts in the state 

It is against this background that an at¬ 
tempt is made to identify the levels of 
development of the districts of Maharashtra 
both at the sectoral as well as aggregate levels 
for 1985-86, the latest year for which derailed 
district level data are available. 

Methodology 

The district rather than the four identified 
regions was chosen as the unit of analysis. 
It was considered necessary to examine the 
issue of regional disparities at a disag¬ 
gregated level and given the current status 
of availability of data, the district seemed 
to be a more convenient unit of analysis for 
the task at hand. Furthermore, the choice 
of a district as the unit of analysis does not 
preclude interpretation of the main findings 
of the empirical analysis at the regional level 
as well. Thus, while the districts were the 
main focus of attention for determining the 
level of development, the implications of the 
results for regional development have been 


discussed wherever necessary. 

The identification of levels of develop¬ 
ment Cfcn be done on the basis of several 
alternative techniques. Regional scientists 
have adopted numerous methods for 
measuring the disparities in development 
with each claiming a particular method to 
be ‘superior’ to all the others. As a result of 
this lack of general consensus on the 
‘superiority’ of any single technique/techni¬ 
ques, the identification of levels of develop¬ 
ment becomes a highly subjective exercise. 
This subjectivity gets magnified if one were 
to take into account the problems associated 
with the choice of indicators. In the absence 
of any specific guidelines emerging from the 
vast and disparate literature on the subject, 
we considered three most commonly used 
methods, viz, ranking, indexing and prin¬ 
cipal components method for being adopted 
in our study. The ranking method which 
comprises the assigning of rank scores to 
individual indicators and aggregating them 
at the desired level is the simplest and most 
commonly used method in regional analysis. 
In India, Ashok Mitra [1964] had used it 
initially with respect to census data of 1961 
and subsequently several studies, including 
Dandekar Committee [1984] adopted it. This 
method has been criticised in view of its 
arbitrary nature as the unit difference in 
ranks does not reflect actual difference in 
the magnitude of variable values. 

The indexing method, wherein the in¬ 
dicator for each region is expressed as a pro¬ 
portion of the state or national average, is 
considered to be an improvement over the 
ranking method. Among others, this method 
was used by the Chakravarty Committee 
[1980] and Dholakia [1985], The drawback 
of this method is that the index is sensitive 
to extreme values in the series. 

The ranking as well as indexing methods 
do not have any mechanism for assigning 
weights to the indicators. In effect, all the 
indicators that are included in the analysis 
get equal weights. The ‘principal com- 
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ponents’ procedure, on the other hand, 
provides a conv enient way of aggregating the 
indicators with the weights assigned to the 
indicators being determined in a relatively 
objective manner on the basis of the correla¬ 
tion matrix. This procedure comprises 
mainly of redefining a set of original 
variables into a set of newly constructed or¬ 
thogonal variables. The newly constructed 
variables (called principal components) are 
then used to calculate component scores. In 
this method, the first principal component, 
which explains the maximum variance, is 
normally considered for calculation of com¬ 
ponent scores. The component loadings, 
which represent the correlation between the 
original variables and the derived compo¬ 
nent variables, are mainly used to calculate 
the scores. The drawback of this method is 
that though the first component explains the 
maximum variance in the series, the propor¬ 
tion of variance explained hardly exceeds 50 
per cent. For example, Dasgupta [1971] who 
applied this method to Asian data explained 
regional disparities on the basis of the first 
component which explained less than 50 per 
cent of the variance. Similarly, the 
Chakravarty Committee [1981], which used 
this as one of the methods to identify 
backward regions of the country, the first 
component explained only 45 per cent of the 
variance 

The limitations of each of the commonly 
used procedures render the task of iden¬ 
tification of levels of development based 
exclusively on the use of any single method 
extremely subjective In order to overcome 
the bias introduced by the method adopted, 
the Chakravarty Committee [1981] had used 
all the three methods listed above and only 
those districts which were common to all the 
methods were identified as backward or 
underdeveloped. 

We adopted a similar procedure in order 
to identity the levels of development of 29 
districts of Maharashtra in the year 1985-86. 
The district of Greater Bombay was omitted 
from the analysis due to its predominantly 
metropolitan character. 

A total of 20 indicators covering the 
sectors of agriculture, industry, human 
resources and infrastructure were considered 
for the analysis. Human resources were con¬ 
sidered as a separate sector in view of the 
enormous importance attached to it in the 
Eighth Plan. In fact the Approach Paper 
(1991, p 10) states, “Human development will 
be the main focus of the Eighth Plan”. The 
indicators and the sources of data are 
discussed in the next section. These 20 
indicators were used to arrive at sectoral and 
aggregate development indices by each of the 
three methods, viz, ranking, indexing and 
principal components. 

In the ranking method, the districts were 
arranged according to descending order for 
each of the 20 indicators and were assigned 
rank-scores accordingly. The scores were in¬ 
itially aggregated at the sectoral level and 
districts were ranked in descending order to 
indicate sectoral development. The sectoral 


totals for each district were later summed 
up and ranked according to descending 
order to arrive at the level of aggregate 
development. 

In the indexing method, each indicator 
was expressed as a percentage of the average 
for the 29 selected districts. This procedure 
was used instead of expressing each indicator 
as a percentage of the state average in view 
of the fact that the district of Greater 
Bombay was excluded from the analysis and 
consequently the state average and the 
average for the 29 districts would be con¬ 
siderably different. The index for each 
indicator was totalled first sectorally and 
later at the aggregate level and districts were 
ranked in descending order. 

The principal components method was 
used to derive component scores for each of 
the four sectors. In the calculation of the 
scores, however, we did not use standardised 
variables as is the usual practice, for it 
distorts the disperison of the original in¬ 
dicators. Instead we divided each indicator 
by its mean in order to remove the scale bias 
in the data. As Kundu [1980, p96] pertinent¬ 
ly remarks, “If the observation for each 
variable is divided by the mean, one can get 
rid of the bias of scale without affecting the 
relative positon of the districts in the series. 
The transformation does not disturb the 
‘dispersion’ of the variables since the co¬ 
efficient of variation of the original series 
is retained as the standard deviation or the 
coefficient of variation of the transformed 
series”. 

Another feature of our principal compo¬ 
nent analysis was that the districts were 
ranked on the basis of the component(s) 
which explained at least 70 per cent of the 
total variance. The aggregation of the scores 
of the components, wherever necessary, was 
done on the basis of weights assigned to the 
components, the weights being the propor¬ 
tion of variance explained by the compo¬ 
nent. The aggregate index of development 
for each districts was derived by summing 
up the component scores for each of the four 
sectors. 

Sources and Limitations of Data 

The main aim of the study was to iden¬ 
tify the levels of development of the districts 
of Maharashtra. Development was measured 
with the help of 20 indicators in the fields 
of agriculture, industry, human resources 
and infrastructure. An equal number of 
indicators, viz, five, were selected to repre¬ 
sent development in each sector, so that the 
sectors would have equal weights until deriv¬ 
ing the aggregate index. 

The data considered for the study pertain 
to the year 1985-86 for all indicators except 
for the number of tractors where data were 
available only for the year 1982. The infor¬ 
mation was collected from the Statistical 
Abstracts of Maharashtra 1984-85 and 
1985-86, Handbook of Basic Statistics of 
Maharashtra State. 1990, Socio-Economic 
Abstract of Maharashtra of various districts 


and Banking Statistics—Basic Statistical 
Returns June 1986-December, 1986. 

in view of the sharp weather-induced fluc¬ 
tuations in agriculture; it wa$ considered 
prudent to take a three-year average for the 
period 1984-85 to 1986-87 for variables such 
as net sown area, gross cropped area and 
gross irrigated area. Scaling of data and 
relating them to the district’s population or 
geographical area, as the case may be, was 
carried out suitably. In the case of popula¬ 
tion and number of literates, the district level 
provisional figures or the 1991 census were 
available from the Census of India publica¬ 
tion for 1991, Series 14—MaharaShtra. The 
same were used to estimate the population 
for the year 1986. Using the figures for 1981 
and 1991, the district-wise figures for 
population as well as number of literates was 
estimated using simple averages. There was 
a problem, however, in estimating the 
population and literates figures for the 
districts which have been created in the 
recent past, viz, Jalna from Aurangabad, 
Gadchiroli from Chandrapur, Latur from 
Osmanabad and Sindhudurg from Ratnagari. 
For these districts for which data were not 
available separately for 1981, the proportion 
existing in 1991 for figures relating to 
popualtion and literates were used to 
estimate the same in 1986. Similarly, Taking 
the available figures for net sown area for 
each district, the gross cropped area was 
estimated proportionately for these bifur¬ 
cated districts. The list of twenty indicators 
used and the data pertaining to them are 
presented in "Bibles 1 and 2 respectively. 
"Bible 3 gives the percentage shares of the 
four regions in selected variables. 

Empirical Analysis 

The ordering of districts according to 
ranking and indexing methods is presented 
in "fables 4 and 5 respectively, "fable 6 
presents the loadings of the principal com- 
ponents whereas "fable 7 gives the ranking 
of districts according to component scores. 
A comparative picture of the ranking of 
districts by each of the methods for the four 
sectors selected is available in "fable 8, while 
similar information for the aggregate index 
of development is given in "fable 9. In what 
follows, we first discuss the results sector- 
wise In the next section we examine the issue 
of determination of the levels of develop¬ 
ment on the basis of the aggregate index. 

With respect to the agricultural sector, of 
the five indicators considered, four represen¬ 
ting use of fertilisers, pumpsets, tractors and 
bank credit had high and positive loadings 
on the first component, which explained as 
much as 59 per cent of the variance. The 
second component represented irrigated 
area, and singly explained 21 per cent of the 
variance. The ranking of districts on the 
basis of the flrst component alone would 
have been misleading as irrigation, which is 
a very important variable determining pro¬ 
ductivity in Maharashtra’s agriculture, would 
have been virtually ignored. The ranking of 


Economic and Political Weekly September 5,1992 


1928 



districts was done using the weighted average 
of the scores of both the components. 

The districts were arranged in descending 
order of agricultural development for each 
of the methods. The top ten and bottom ten 
districts* according to each method were 
examined and only those districts which were 
common to all the three methods were iden¬ 
tified respectively as developed and under¬ 
developed with respect to the agricultural 
sector. As may be observed from Thble 9, the 
ordering of the top 10 districts was more or 
less the same in all the methods. The only 
exception was in the case of Bhandara, 
which figured in the indexing and principal 
components methods but not in ranking, 
while Buldhana figured only in the ranking 
method and not in the other two. The order¬ 
ing of the lowest ten districts differed con¬ 
siderably and only eight common districts 
could be identified. Akola, Osmanabad and 
Raigad appeared in only two of the three 
methods. As is to be expected, Kolhapur, 
Nasik and Ahmednagar uniformly occupied 
the top three positions in agricultural 
development. The list of agriculturally- 
developed and underdeveloped districts in 
alphabetical order is presented below: 


Devel oped Underdeveloped 


Districts Region 

Districts 

Region 

1 Ahmednagar WM 

1 Beed 

M 

2 Aurangabad 

M 

2 Chandrapur 

V 

3 Dhule 

WM 

3 Gadchiroli 

V 

4 Jalgaon 

WM 

4 Latur 

M 

5 Kolhapur 

WM 

5 Nanded 

M 

6 Nasik 

WM 

6 Paibhani 

M 

7 Pune 

WM 

7 Ratnagiri 

K 

8 Sanglt 

WM 

8 Yavat trial 

V 

9 SaUra 

WM 




WM - Western Mahaiashlra 

M - Marathwada 

V - Vidarbha 

K = Konkan 

It is interesting to note that all the 

developed districts, except Aurangabad, 
belong to the western Maharashtra region. 
Among the underdeveloped category, 
Vidarbha and Marathwada claim three and 
four districts respectively while Konkan has 
one district, Ratnagari, in this class. The 
dominance of western Maharashtra is 
brought out vividly from the data presented, 
in Ihble 3. Western Maharashtra, had a share 
of 33 per cent of the irrigated area in the 
state and accounted for more than half the 
quantity of fertilisers, credit and the pump- 
sets used in Maharashtra's agriculture. The 
region's share in the number of tractors was 
even higher at 75 per cent. 

With respect to the industrial sector, all 
the indicators had high and positive loadings 
on the first component, which alone explain¬ 
ed 71 per cent of the variance. The ranking 
of districts in the principal components 
method was done on the basis of the scores 
of the first component only. 

The ordering of the top 10 districts was 


virtually uniform in all the three methods 
though there was some change in the relative 
positions of districts in the ranking method. 
The districts of Thane, Pune and Nagpur 
unambigously occupied the first three posi¬ 
tions with respect to industrial development. 
With respect to the bottom ten districts, only 
eight districts were common to the three 
methods. Nanded, Dhute and Sindhudurg 
appeared in two methods each and hence did 
not qualify for being included in the least 
developed category. The alphabetical order¬ 
ing of the industrially developed and 
underdeveloped districts is presented below. 


Districts 

Region 

Developed 


1 Aurangabad 

M 

2 Chandrapur 

V 

3 Jalgaon 

WM 

4 Kolhapur 

WM 

5 Nagpur 

V 

6 Nasik 

WM 

7 Pune 

WM 

8 Raigarh 

K 

9 Sola pur 

WM 

10 Thane 

K 

Underdeveloped 

1 Beed 

M 

2 Buldhana 

V 

3 Gadchiroli 

V 

4 Jalna 

M 

J latur 

M 

6 Osmanabad 

M 

7 Parbhani 

M 

8 Yasatmal 

V 


While the ranking of districts according 
to the level of industrial development in¬ 
dicates a more dispersed pattern of develop¬ 
ment as compared to agriculture, a perusal 
of regional shares in various indicators of 
industrial development reveals that the situa¬ 
tion is similar, with western Maharashtra 
dominating the other regions in all aspects. 
Western Maharashtra accounted for more 
than half the number of factories and 
factory workers, over 55 per cent of total 
fixed capital employed and 50 per cent 
of value added. In sharp contrast, the 
Marathwada region, despite the presence of 
the industrially developed district of 
Aurangabad, accounted for 8 to 10 per cent 
of factories, factory workers and fixed 
capital employed whereas its share in value 
added was even lower at 4.95 per cent. 
Sandesara 11991 , p !04j also noted that 
Maharashtra, which is the most industrially 
developed state in (he country, is characteris¬ 
ed by “a highly skewed distribution of in¬ 
dustrial activity'’. 

In 1968, the Pande Committee identified 
13 districts in Maharashtra as industrially 
backward. They were Aurangabad, Beed, 
Bhandara, Buldhana, Chandrapur, Dhule, 
Jalgaon, Kulaba, Nanded, Osmanabad, 
Parbhani, Ratnagiri and Vhvatmal. Of these; 
four districts were bifurcated subsequently. 
Interestingly, of the Old Aurangabad district 
which was bifurcated into Aurangabad and 


Jalna, Aurangabad was industrially developed 
in 1985-86 whereas Jalna was in the under* 
developed category. Similarly for Chandra* 
pur, which was divided into Chandrapur and 
Gadchiroli, the former belonged to the 
developed category and the latter remained 
underdeveloped. With respect to Osmanabad, 
which was split into Osmanabad and Latur, 
both the new districts remained in the 
underdeveloped category. In addition, 
Kulaba (later renamed as Raigarh) and 
Jalgaon seems to have moved from the 
underdeveloped to the developed category. 

In the case of human resources, two 
distinct principal components emerged. The 
first component accounting for 45 per cent 
of variance represented mainly the avail¬ 
ability of health facilities, while the second 
component, representing education facilities, 
accounted for 27 per cent of the variance. 
The ranking of the districts was therefore 
done on the basis of the weighted average 
score of these two components. 

There were considerable differences in the 
ordering of the top ten districts in this sec- 

Tahii I: t.isr or Indk ators 


A Agriculture 

1 Gross irrigated area (G1A) as a percentage 
of gross cropped area (GCA) (XI) 

2 Number of agricultural pumpsets per 
thousand hectares of net sown area (NSA) 
(X2) 

3 Fertiliser consumption per hectare of 
gross cropped area (in kg) (X3) 

4 Number tractors per ten thousand hec¬ 
tares of net sown area (X4) 

5 Amount of bank credit per hectare of 
gross cropped area (X5) 

B Industry 

1 Number of factories per lakh population 
<X6) 

2 Average daily employment (industrial 
workers) per ten thousand population 
<X7) 

3 Value added per worker (in thousand 
rupees) (X8) 

4 Percentage of bank credit to the industrial 
sector (X9) 

5 Petcentage of urban population (XIO) 

C Human Resources 

1 Number of dispensaries per lakh popula¬ 
tion (XII) 

2 Number ot beds in medical institutions 
per ten thousand population (XI2) 

3 Number of primary schools per lakh 
population (X13) 

4 Number of secondary schools per lakh 
population (XI4) 

5 Percentage of literates (XI5) 

D Infrastructure 

1 Number of post offices per lakh popula¬ 
tion (XI6) 

2 Number of bank offices per ten thousand 
population (XI7) 

3 Road length per 100 sq km of 
geographical area (in km) (XI8) 

4 Railway length per ten thousand sq km 
of geographical area (in km) (XI9) 

5 Number of telephones per thousand 
population (X20) 


Economic and Political Weekly September 3,1992 

'' v ’ ^ i'. *1; -vwv‘‘ v ‘-i % £■ *, . J .. ’v •* . .. 


1929 




Table 2: Indicators of Socio-economic Development in Maharashtra. 1985-86 


Sr Districts 

No 

GIA as Per Pumpset Fertiliser 
Cent of per ’000 ha per ha of 
GCAe of NSAe GCAo 
(Nos) (Kg) 

_ XI X2 X3 

Tkactors per Bank Factories Average 

10,000 ha Credit per per Lakh Daily 

of NSA* ha of GCA Population Employ per 
(Nos) (Rs) (Nos) 10,000 

Population 

X4 X5 X6 X7 

Value Per Cent 

Added per of Bank 
Worker Credit to 
('000 Rs) Industry 

X8 X9 

Per Cent 
of Urban 
Population 

X10 

1 Ahmednagar 

20.14 

94 

29.97 

27 

526.61 

II 

79 

30.54 

25.52 

14.56 

2 Akola 

1.75 

34 

26.1! 

8 

270.78 

12 

57 

12.89 

26.66 

26.96 

3 Amravati 

3.52 

71 

29 72 

9 

352.25 

15 

42 

13.62 

17.23 

31.29 

4 Aurangabad 

15.81 

82 

29.78 

10 

433.72 

19 

144 

44.81 

41.27 

30.47 

5 Seed 

8.33 

41 

646 

3 

145.36 

5 

25 

30.26 

15.43 

16.83 

6 Bhandara 

33.13 

31 

28.38 

11 

235.90 

20 

21 

21.70 

28.53 

* 13.13 

7 Buldhana 

2.37 

62 

38.79 

13 

363.51 

10 

35 

15.24 

10.29 

19.68 

8 Chandrapur 

16.93 

10 

15 54 

3 

214.57 

13 

47 

61.87 

39.22 

22.74 

9 Dhule 

9.46 

6) 

3108 

17 

301.48 

9 

36 

17.67 

18.91 

20.08 

10 Gadchiroli 

18.24 

6 

12.24 

5 

110.31 

6 

5 

8.43 

11.05 

7.06 

11 Jalgaon 

7.67 

89 

69.17 

25 

324.48 

19 

97 

34.43 

33.90 

26.39 

12 Jalna 

6.00 

49 

16.57 

6 

248.90 

10 

38 

11.63 

1369 

15.72 

13 Kolhapur 

16.67 

80 

140.98 

56 

882.77 

28 

113 

28.40 

34.00 

25.68 

14 Latur 

3.95 

51 

22.33 

5 

172.79 

2 

12 

14.14 

11.31 

19,07 

15 Nagpur 

9.03 

68 

38.56 

1 

408.31 

33 

163 

31.05 

52.98 

59.60 

16 Nanded 

5.04 

38 

41.88 

2 

205.46 

6 

41 

20.03 

20.12 

20.49 

17 Nashik 

11.30 

97 

59.79 

37 

589.47 

22 

131 

43.84 

40.15 

33.55 

18 Osmanabad 

12.84 

56 

6.17 

4 

161.95 

2 

10 

48.29 

14.67 

14.21 

19 Parbhani 

5 29 

31 

13.40 

4 

203.57 

4 

17 

9.40 

11.04 

20.76 

20 Pune 

13 76 

53 

26.48 

10 

778.07 

38 

269 

82.72 

5Z3I 

49.28 

21 Raigad 

0.77 

26 

39.58 

1 

513.08 

7 

87 

81.93 

68.65 

16.16 

22 Ratnagiri 

1.10 

18 

25.30 

1 

244.79 

6 

29 

74.66 

41.87 

8.77 

23 Sangli 

11.73 

78 

42.64 

19 

491.84 

23 

71 

26.74 

30.48 

22.24 

24 Satara 

14 66 

55 

45.29 

17 

445.34 

11 

67 

51.93 

3073 

12.97 

25 Sindhudurg 

7.03 

42 

36.36 

1 

406.52 

13 

36 

6.06 

36.23 

7.43 

26 Solapur 

10.95 

45 

19.24 

6 

361.62 

43 

93 

16.04 

29.73 

29.08 

27 Thane 

0.36 

37 

33.31 

4 

619.63 

30 

275 

93.04 

83.05 

56.77 

28 Wardha 

6.87 

57 

43.03 

] 

328.83 

9 

86 

15.22 

20.33 

25.85 

29 ttvabnal 

2.13 

32 

27.07 

2 

327.32 

7 

40 

14.93 

12.03 

16.24 

Table 2: (Con/d) 

Sr Distrcti 

Dispen- 

Beds in 

Primary 

Secondary 

Per Cent of 

Pom Of- 

Bank Of- 

Road 

Railway 

Telephone 

No 

tftrics per 

Medical In- 

Schools 

Schools 

Literates 

fices per 

fleet per 

Length per 

Length per 

per 1000 


Lakh 

solutions 

per Lakh 

per Lakh 


Lakh 

10.000 

100 Sq Km 

10,000 Sq 

Population 


Population 

per 10,000 Population 

Population 


Population 

Population 


Km 




Population 










XU 

X12 

XI3 

X14 

XI5 

X16 

XI7 

XI8 

X19 

X20 

1 Ahmednagar 

14 

13 

85 

9 

47.13 

20 

61 

80.07 

114.97 

29 

2 Akola 

7 

13 

85 

12 

51.47 

19 

65 

33.79 

335.73 

30 

3 Amravati 

29 

21 

79 

14 

55.84 

21 

65 

32.57 

121.21 

30 

4 Aurangabad 

II 

12 

80 

11 

43.29 

18 

67 

35.93 

171.17 

32 

5 Beed 

3 

8 

96 

11 

36.33 

19 

47 

41.33 

43.95 

1 

6 Bhandara 

7 

8 

83 

11 

49.69 

15 

56 

33.16 

313.27 

15 

7 Buldhana 

6 

7 

82 

9 

47.69 

20 

44 

33.64 

90.05 

19 

8 Chandrapur 

3 

12 

93 

8 

44.79 

19 

60 

35.76 

292.76 

18 

9 Dhule 

10 

10 

84 

9 

40.09 

18 

49 

57.70 

22.81 

23 

10 Gadchiroli 

5 

7 

129 

7 

31.62 

21 

42 

18.25 

6.94 

8 

II Jalgaon 

8 

9 

63 

9 

51.34 

17 

58 

57.09 

435.19 

30 

12 Jalna 

6 

10 

94 

8 

34.47 

14 

55 

32.54 

0.0 

16 

13 Kolhapur 

8 

II 

143 

10 

50.11 

24 

75 

64.54 

267.05 

27 

14 Latur 

8 

9 

75 

14 

41.09 

19 

52 

47.69 

79.64 

15 

IS Nagpur 

21 

25 

68 

13 

59.16 

II 

78 

39.62 

379.09 

61 

16 Nanded 

13 

9 

87 

9 

34.94 

20 

54 

52.67 

214.67 

16 

17 Nashik 

15 

12 

82 

9 

48.20 

18 

59 

68.06 

170.64 

29 

18 Osmanabad 

4 

6 

72 

13 

40.32 

24 

55 

46.07 

92.48 

8 

19 Parbhani 

8 

5 

80 

7 

34.52 

16 

53 

42.77 

261.75 

14 

20 Pune 

7 

32 

72 

7 

57.62 

15 

91 

61.32 

200.73 

109 

21 Raigad 

8 

11 

143 

10 

50.11 

24 

75 

64.54 

267.05 

27 

22 Ratnagiri 

5 

12 

171 

12 

48.77 

43 

78 

53.75 

0.0 

23 

23 Sangli 

12 

22 

71 

12 

50.88 

20 

81 

87.81 

197.15 

36 

24 Satara 

8 

13 

101 

13 

52.48 

27 

59 

79.19 

127.86 

24 

25 Sindhudurg 

6 

10 

178 

15 

61.58 

44 

89 

4361 

0.0 

21 

26 Solapur 

8 

18 

69 

9 

44.21 

17 

67 

61.64 

300.77 

30 

27 Thane 

18 

15 

66 

7 

55 56 

9 

61 

47.83 

188.32 

59 

28 Wardha 

15 

22 

98 

13 

56.16 

18 

63 

34.82 

237.76 

21 

29 frvatmal 

11 

9 

99 

11 

44.13 

18 

50 

37.45 

100.86 

15 


Notes : • Three years’ averages of GIA, GCA and NSA, * Figures related to the year 1982. 

Sources. Statistical Abstract of Maharashtra State, 1984-85, 1985-86; Hand Book of Basic Statistics of Maharashtra Slate, 1990; Socio-Economic 
Abstract of Mahamshtra—Various Districts-, Banking Statistics, Basic Statistical Returns, June 1986-December 1986; Census of India, 
1991-paper 2 of series-14 Maharashtra. 
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tor. The ranking method gave a substantially 
different ordering of districts as compared 
to indexing and principal components 
methods. No district emerged unambiguously 
as the top ranking district. Only six common 
districts could be identified in the developed 
category. The identification of common 
districts in the underdeveloped category, 
however, did not present similar problems. 
Nine districts emerged as being common to 
all the three methods. 


Districts Region 


Developed 

1 Amravati 

V 

2 Nagpur 

V 

3 Wardha 

V 

4 Kolhapur 

WM 

5 Sindhudurg 

K 

6 Sangli 

WM 

Underdeveloped 
i Beed 

M 

2 Buldhana 

V 

3 Chandrapur 

V 

4 Dhule 

WM 

5 Gadchiroli 

V 

6 Jalgaon 

WM 

7 Jalna 

M 

8 Osmanabad 

M 

9 Parbhani 

M 


The listing of districts in the developed 
category springs quite a few surprises. The 
top three districts in human resomcc 
development belong to the Vidarbha 
region while only two districts ot western 
Maharashtra are recognised as developed 
Significant omissions in this category were 
Pune and Thane. 

A search for the reasons that could have 
contributed to (his situation revealed that 
both these districts had relatively low values 
for the two indicators concerning availability 
of education facilities, viz, primary schools 
per lakh population and secondary schools 
per lakh population. For example, while 
Sindhudurg district had 178 primary schools 
and 15 secondary schools per lakh popula¬ 
tion, the figures for Pune were less than hall 
at 72 and seven respectively. For Thane, the 
situation was equally bad with 66 primary 
and seven secondary schools per lakh 
population. The value of the indicator 
depends on the number of schools and 
population in the region. The actual number 
of primary and secondary schools in Pune 
and Thane was more than double that of 
Sindhudurg. The number of primary schools 
in Pune and Thane was 3,471 and 2,813 
respectively as compared to 1,398 in 
Sidhudurg. The number of secondary 
schools in Pune and Thane was 345 and 
285 respectively as compared to 117 in 
Sindhudurg. The population in Pune and 
Thane, however, was substantially higher 
than that of Sindhudurg. In 1986 the 
population in Pune was 4.8 million, in 
Thane 4.3 million as against only 0.79 
million in Sindhudurg. in view of these facts, 
it is not surprising that the values of the 


indicators relating educational facilities to 
population were relatively low in Pune and 
Thane. Despite the district of Pune not being 
included in the developed category, the 
region of western Maharashtra did not fare 
too badly in terms of its share in the educa¬ 
tional and medical facilities of the state Its 
share in these facilities was only slightly 
lower than its 43 per cent share in popula¬ 
tion with respect to schools and dispensaries 
whereas in respect of hospital beds, its share 
was fairly high at 52 per cent. 

The nine underdeveloped districts 
were spread across western Maharashtra, 
Marathwada and Vidarbha with Konkan 
being conspicuously absent from this 
category. It is worth noting that Jalgaon 
district is both agriculturally and industrially 
developed despite its underdeveloped human 
resources. The three districts of Marathwada, 
viz, Beed, Osmanabad and Parbhani belong¬ 
ed to the underdeveloped category in 
industrial development while Beed and 
Parbhani were agriculturally underdeveloped 
as well. Chandrapur district of Vidarbha 
presents a curious picture. While this district 
is agriculturally underdeveloped, it figures 
in the developed category for industrial 
development. Apparently, its underdeveloped 
human resources do not seem to have been 
a barrier to industiral development. 

With respect to infrastructural develop¬ 
ment, the first principal component which 
represented the facilities of road, railway, 
telephones and bank offices aplained 40 per 
cent of variance. The second component, 
which alone represented the availability of 
postal facilities, accounted for 31 per cent 
of the variance The ranking of districts was 


1 Gross cropped area (3 years average) 

2 Net sown area 

3 Gross irrigated area (2 years average) 

4 Consumption of fettilisers (tonnes) 

5 No of pumpsets 

6 No of tractors 

7 Bank credit to agricultural sector 

8 No of working factories 

9 Average daily employment of workers 

10 Fixed capital (in Ks) 

11 Value added (in Rr) 

12 Bank credit to industrial sector 

13 Urban population 

14 No of dispensaries 

15 No of beds m medical institutions 

16 No of primary schools 

17 No of secondary schools 

18 Literates 

19 No of post offices 

20 No of bank offices 

21 Road length (in km) 

22 Railway tenth (in km) 

23 No of villages electrified 

24 No of telephones 

25 Population 


done on the basts of the weighted average 
of the scores of both the components. 

The ordering of districts varied con¬ 
siderably across the three methods. Out of 
the top ten districts, only six districts and 
among the boitom ten only 8 districts were 
common to all the three methods. The 
developed and underdeveloped districts ac¬ 
cording to infrastructural development are 
listed below in alphabetical order. 


Disiricts Region 


Developed 

1 Ahmcdnagar 

WM 

2 Nagpur 

V 

3 Pune 

WM 

4 Raigatli 

K 

5 Sangli 

WM 

6 Saiara 

WM 

Underdeveloped 

1 Beed 

M 

2 Buldhana 

V 

3 Gadchiroli 

V 

4 Jalna 

M 

5 Laiur 

M 

6 Osmanabad 

M 

7 Paihhani 

M 

8 Yavatmal 

V 


The disinci of Thane was once again a 
surprising omission from the list of 
infrastructurally developed districts. The 
district figured in the top ten for indexing 
and principal components methods but not 
in the ranking method. The reason is that 
it had the lowest number of post offices per 
lakh population, only nine as compared to 
44 in Sidhudurg and 43 in Ratnagiri. The 


40 64 

27 70 

27 40 

4.26 

40.56 

28.30 

26.72 

4.42 

53.48 

23 16 

22 36 

1.00 

54 78 

2< 01 

15 97 

4.24 

5215 

22 52 

23 03 

2.29 

73.96 

14 48 

10 91 

0.64 

55 46 

22.93 

16 43 

5.19 

5n.26 

22.43 

7.18 

14,12 

52.56 

1664 

8.10 

22.69 

54.86 

11.82 

9.31 

24.01 

50.27 

8.98 

4.95 

35.79 

44.30 

12.75 

4.65 

38.30 

43.62 

26 22 

13.33 

16.82 

41.08 

30.34 

13.09 

15.49 

51.21 

26.73 

9.31 

12.75 

38.76 

25.95 

17.94 

17.35 

40.12 

29.30 

18.63 

11.95 

44.14 

26 91 

14.21 

14.74 

42.62 

24.14 

17.96 

15.28 

45 31 

24.53 

15.71 

14.46 

50.91 

20.71 

18.05 

10.33 

40.27 

36.14 

16.49 

7.10 

31.28 

33.92 

?U3 

13.66 

55.13 

20.78 

7.90 

16.19 

42.79 

25.71 

18.23 

13.26 


Tabu 3: Pprcpniage Sharp op Each Rpoion in Maharashtra. 1985-86 
(Excluding Greater Bombay) 


Sr 

Variables 

Regions 


No 


Western Vidarbha Marath- 

Konkan 



Maharashtra wada 
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Table 4: Ranking of Districts according to Orioinal Indicators 


Sr Districts 

Agriculture 

Industry 

Human Resources 

Infrastructure 

Tbtal 


No 

Rank 

Hank 

Rank 

Rank 

Rank 

Rank 

Rank 

Rank 

Rank 

Rank 


Score 


Score 


Score 


Score 


Score 


(!) (2) 

(3) 

(4) 

(J> 

(6) 

(7) 

(8) 

(9) 

(10) 

(ID 

(12) 

1 Ahmed nagar 

124 

3 

72 

16 

89 

11 

98 

5 

383 

8 

2 A kola 

•50 

22 

73 

13 

94 

7 

94 

8 

311 

16 

3 Amravati 

78 

12 

73 

13 

117 

2 

83 

15 

351 

13 

4 Aurangabad 

106 

7 

117 

6 

79 

15 

86 

14 

388 

7 

S Becd 

39 

28 

46 

22 

54 

24 

40 

27 

179 

26 

6 Bhandara 

77 

13 

61 

18 

68 

19 

53 

23 

259 

20 

7 Buldhana 

87 

10 

45 

23 

53 

25 

49 

25 

234 

22 

8 Chandrapur 

49 

23 

98 

9 

59 

23 

75 

18 

281 

17 

9 Dhule 

91 

9 

57 

20 

66 

21 

59 

21 

273 

19 

10 Gadchiroli 

46 

26 

13 

29 

40 

28 

33 

28 

132 

29 

II Jalgaon 

108 

6 

104 

7 

61 

22 

92 

10 

365 

10 

12 Jalna 

57 

18 

42 

25 

52 

26 

27 

29 

178 

27 

13 Kolhapur 

137 

1 

104 

7 

92 

8 

93 

9 

426 

1 

14 Latur 

49 

23 

28 

28 

72 

17 

55 

22 

204 

25 

15 Nagpur 

83 

II 

129 

3 

113 

3 

95 

7 

420 

4 

16 Nanded 

55 

20 

59 

19 

67 

20 

77 

17 

258 

21 

17 Nasik 

129 

2 

118 

5 

87 

12 

88 

12 

422 

3 

18 Osmanabad 

55 

20 

40 

26 

46 

27 

64 

20 

205 

24 

19 Parbhani 

47 

25 

29 

27 

36 

29 

52 

24 

164 

28 

20 Pune 

97 

8 

136 

2 

79 

15 

104 

3 

416 

5 

21 Raigarh 

57 

18 

91 

10 

90 

9 

114 

2 

352 

12 

22 Ratnagiri 

29 

29 

68 

17 

90 

9 

91 

II 

278 

18 

23 Sangii 

116 

4 

91 

10 

95 

6 

121 

1 

423 

2 

24 Satara 

112 

5 

79 

12 

113 

3 

98 

5 

402 

6 

25 Sindhudurg 

68 

16 

52 

21 

108 

5 

87 

13 

315 

. 15 

26 Sola pur 

73 

15 

119 

4 

69 

18 

102 

4 

363 

II 

27 Thane 

67 

17 

141 

1 

80 

14 

79 

16 

367 

9 

28 Wardha 

76 

14 

73 

13 

128 

1 

73 

19 

350 

14 

79 Yavatmal 

45 

27 

44 

24 

83 

13 

47 

26 

219 

23 


Table 5: Ranking of Districts according to Index Mf.thoo 


Sr Districts 

agriculture 

Industry 

Human Resources 

Infrastructure 

Total 


I9U 

Total 

Rank 

total 

Rank 

Total 

Rank 

Total 

Rank 

Total 

Rank 


Score 


Score 


Score 


Score 


Score 


(1) (2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(ID 

(12) 

1 Ahmednagar 

877 87 

3 

41764 

14 

519.91 

13 

534.66 

10 

2350.08 

8 

2 Akola 

J09.25 

24 

398 47 

15 

488.08 

14 

578.63 

7 

1774.42 

18 

3 Amravati 

441.59 

13 

387.66 

17 

791.56 

1 

456.91 

21 

2077.73 

13 

4 Aurangabad 

623 39 

9 

720.94 

6 

487.74 

15 

489.33 

16 

2321.39 

9 

5 Beed 

253.32 

27 

280 .31 

23 

379.52 

26 

284.48 

28 

1197.69 

28 

6 Bhandara 

657.52 

7 

377.74 

18 

433.57 

21 

475.22 

19 

1944.04 

15 

7 Buldhana 

479.25 

11 

277.27 

24 

391.32 

24 

361.77 

25 

1509.62 

22 

8 Chandrapur 

328.58 

20 

562.32 

10 

396.68 

23 

505 36 

15 

1792.94 

17 

9 Dhule 

553.79 

10 

309.57 

19 

440.6) 

20 

382.72 

23 

1686.70 

20 

10 Gadchiroli 

315.42 

23 

138 87 

29 

379.40 

27 

242.47 

29 

1076.17 

29 

11 Jalgaon 

778.01 

4 

585.08 

9 

413.85 

22 

664.65 

3 

2441.59 

7 

12 Jalna 

330.27 

19 

264.98 

25 

390.16 

25 

282.29 

27 

1267.70 

26 

13 Kolhapur 

1507.72 

1 

646.04 

8 

536.17 

9 

518.26 

14 

3208.19 

2 

14 Latur 

299.35 

25 

19040 

28 

453.04 

19 

377.52 

24 

1320.32 

25 

15 Nagpur 

459.17 

12 

961.58 

3 

728.49 

2 

709.63 

2 

2858.87 

4 

16 Nanded 

323.17 

21 

301.01 

20 

455.05 

18 

480.79 

18 

1568.02 

21 

17 Nasik 

989.23 

2 

730.07 

4 

521.08 

12 

530.59 

12 

2770.91 

5 

18 Osmanabad 

342.72 

18 

280.53 

22 

375.31 

28 

386.43 

22 

1384.99 

23 

19 Parbhani 

247.55 

28 

202.58 

27 

346.37 

29 

460.26 

20 

1256.75 

27 

20 Pune 

629.68 

8 

1245.66 

2 

587.21 

6 

860.54 

1 

3323.09 

1 

21 Raigad 

322.68 

22 

726.73 

5 

523.75 

11 

629.95 

5 

2203.11 

11 

22 Ratnagiri 

196 09 

29 

479.15 

12 

548.52 

8 

532.24 

11 

1756.00 

19 

23 Sangii 

710.91 

5 

525.03 

11 

591.53 

5 

657.39 

4 

2484.86 

6 

24 Satara 

673.27 

6 

47621 

13 

527.23 

10 

554.23 

9 

2230.94 

10 

25 Sindhudurg 

380.92 

16 

305.53 

21 

606.46 

4 

527-.11 

13 

1820.02 

16 

26 Solapur 

412.78 

14 

682.94 

7 

475.42 

17 

607.43 

6 

2178.58 

12 

27 Thane 

378.64 

17 

1365.12 

1 

553.38 

7 

566.84 

8 

2863.98 

3 

28 Wardha 

406.64 

15 

398.40 

16 

671.69 

3 

481.01 

17 

1957.74 

14 

29 tovatmal 

271.23 

26 

254.13 

26 

486.89 

16 

361.28 

26 

1373.53 

24 
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reasoning given with respect to educational 
facilities applies in this context also. The 
familiar pattern with western Maharashra 
dominating the development scene repeats 
itself once again with respect to infrastruc¬ 
tural development. Of the six developed 
districts identified, four belong to western 
Maharashtra and only one each to Vidarbha 
and Konkan. The developed status of 
Nagpur, which is the second capital of 
Maharashtra, is not surprising. Similarly the 
development in Raigarh district is also to be 
expected in view of its proximity to the 
Bombay-Thane industrial belt. A note¬ 
worthy point is that all the eight under¬ 
developed districts belong to Marathwada 
and Vidarbha regions. 

Aggregate Index of Development 

In each of the methods, the aggregate in¬ 
dex of development was obtained by a sim¬ 
ple addition of the sectoral scores. The 
districts were arranged in descending order 
and the top ten and bottom ten districts were 
identified. Nine districts were common to all 
the three methods in the top ten as well as 
bottom ten categories. The top nine district 
were classified as developed, whereas the 
bottom nine districts were called as 
underdeveloped. In order to classify the re¬ 
maining eleven districts we relied on Fisher’s 
Discriminant Function to classify them bet¬ 
ween these two groups of districts. Fisher’s 
approach is discussed below in brief: 

1b classify an individual based on p- 
measurements is to choose an arbitrary 
linear function such as 
I. x . + L x, + .. .+1 x„ - \' x 

Where x,, x 2 ,..., x p are the p- 

measurements and I,. 1,.. 1 are 

12’ P 

constants. 

If we have to classify the individual bet 
ween two populations it. and n 2 , then ac¬ 
cording to R A Fisher, the linear function 
which maximises the ratio 



V(l' x) 


(I) 


is the best. Let (^,1) and ,_Z> be the 
parameters for- population n~ and n 2 
respectively. Then, the numerator of (1) is 

(E(l'x)-Ea’ 
l?i "2 



where & = p,, - |i 2 , 


and V(l' x) « Cov (JJxj.l) = I Cov 

(xi')l - I'll 

Now, to maximise (I) is equivalent to max¬ 
imising (I'd) 2 subject to the restriction I'll 
= c, .where c is a constant. Using 
langrange’s multiplier procedure and impos¬ 
ing the condition I'd = 1, we have the 
1 - 

solution I = Under this condition, 
ithe best linear function, which is also known 
as Fisher’s discriminant funtion is d'Z~'x. 


Wald has also developed a criterion for 
classification considering the cost of 
misclassification and both the populations 
as multivariate normal. Based on Bayes pro¬ 
cedure (that minimises the expected loss) and 
considering equal cost of misclassification 
and equal probability of being selected from 
either population, Wald has proved that 
Fisher’s linear function is the best in the 
sense that it minimises the average cost of 
misclassification [See, Anderson (1974)). The 
criterion that the sample observation x has 
come from the population it,, (first popula¬ 
tion) is 

<*'. <&”,£> (2) 

In practical situations, the population 
parameters are not known. Let x,, jj, and 
x 2 , S, be unbiased estimates of population 
parameters for mean-vectors p,, p 2 and 
covariance matrix I from first sample and 
second sample, respectively. Then the 
pooled-estimate of ]L is 

S^= ^i S | + ( N ; - l)S 2 w h erc [si! and N 2 

~ "n;+n 2 -i 

are the sample sizes. Then the Mahalanobis 
D 2 (generalised distance) between two 
populations (p,. I) and (p 2 , I) is defined as 

(p, p 2 )‘ X 1 (p, -p 2 ) which is nothing but 

the Fisher’s criterion for discriminant func¬ 
tion. If the parameters are replaced by their 
unbiased estimates, we get what is called the 
studentised D 2 , such as 


i • t , r A 

D 2 =(x, -^Xj) 1 S' '(x, -Xj) [See, Kendall and | 

Ord (1977)]. Then, Wald’s criterion may be \* 
written as: 

£'^ '■£>%£. + £2>'Jf' <5i ■ ■ • O) 

4 

Further details regarding Wald’s approach , -4 
are given hi the appendix to this paper. : t-j 
In this exercise, we grouped the districts 
into two populations taking first nine 
districts out of top ten districts as developed :: 
districts and bottom nine districts as , 
underdeveloped under all three methods. We 
considered nine developed districts as the 
component variables from the first popula¬ 
tion and the component scores of the bot¬ 
tom nine underdeveloped districts as the 
component variables for second population. 

First we tested whether these two sets of 
component variables constitute two separate 
samples. To test the null hypothesis H ? : 
p, = n 2 against the alternative hypothesis 
H,: n 2 we used Hoiellings t 1 as a test 

statistic. 

Then, 

T 2 _ N, N 2 D 2 .... (4) 

'n,+n 2 

Where D 2 is the Mahalnobis generalised 
distance. The initial step was to confirm that 
these two sets of districts are indeed distinct 
groups. In order to do this, we calculated the 
value of T 2 which was 88.06 and checked 
the value of T 2 from Fisher's 
F- distribution with the help of relationship, 


Table 6: Loadings of Pkincipai Component 


Name of the Indicator 

(1) 

Component 
loadings 1 
(2) 

Component 
Loadings 2 
(3) 

Agriculture 



XI GIA as per cent of GCA 

0 29986 

0.94326 

X2 Pumpsets per ’000 ha of GCA 

0.76773 

- 0.06301 

X3 Fertilisers per ha of GCA 

0 87095 

-0.19190 

X4 Tractors per ’000 ha of NSA 

0.93221 

0.12709 

XS Bank credit per ha of GCA 

0 80546 

-0.23069 

Percentage of variance explained 

591 

20.9 

Industry 



X6 Factories per lakh population 

0.78453 


X7 Average daily employees per 10.000 population 

0 95814 


X8 value added per worker 

0.70453 


X9 Percentage of bank credit to industry 

0.88568 


XI0 Percentage of urban population 

0.84661 


Percentage of variance explained 

70.6 


Human resources 



XII Disparities per lakh population 

0.76517 

-0.27066 

XI2 Beds in medical institutions per 10,000 

0 82008 

-0.17601 

XI] Primary schools per lakh population 

-0.24305 

0.84464 

X14 Secondary schools per lakh population 

0.45072 

0.67889 

XI} Percentage of literates 

0.83832 

0.29911 

Percentage of variance explained 

44.5 

27.4 

Infrastructure 



XI6 Post offices per lakh population 

-0.11638 

0.91648 

X17 Bank offices per 10,000 population 

0.82299 

0.41190 

X18 Road length per 100 sq km 

0.57167 

0.33356 

XI9 Railway length per 10,000 sq km 

0.47680 

-0.64431 

X20 Telephones per 1000 population 

0.87095 

-0.13298 

Percentage of variance explained 

40.1 

31.1 


Economic and PoLskal WseUy 


September 5,1992 


1933 




Table 7: Ranking of Districts according to Principal Component Method 


Sr Districts 

No 

Aariculture 

Industry 

Human Resources 

Infrastructure 

Total 


Component 

Rank 

Component 

Rank 

Component 

Rank 

Component 

Rank 

Component 

Rank 

Scores 


Scores 


Scores 


Scores 


Scores 

(12) 

<D (2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

1 Ahmednagar 

2 Akola 

5.15 

1.86 

3 

19 

3.51 

3 39 

14 

16 

2.22 

2.17 

11 

13 

2.17 

1.75 

9 

16 

13.05 

9.18 

9 

20 

3 Amravati 

2.60 

12 

3.25 

17 

3.41 

1 

1.79 

15 

11.05 

13 

4 Aurangabad 

3 Becd 

3.50 

1.38 

9 

28 

6.10 

2.28 

5 

23 

2.12 

1.62 

15 

26 

1.82 

1.21 

14 

28 

13.54 

6.49 

7 

27 

6 Bhandara 

3.54 

7 

3.09 

18 

1.92 

19 

1.35 

27 

9.91 

15 

7 Buidhana 

2.90 

11 

2 31 

22 

1.72 

23 

1.39 

25 

8.32 

21 

8 Chandrapur 

9 Dhule 

1.72 

3.30 

24 

10 

4.56 

2 59 

10 

21 

1.71 

1.87 

24 

22 

1.53 

1.71 

21 

17 

9.54 

9.47 

17 

19 

10 Gadchiroli 

1.67 

25 

1.14 

29 

1.45 

28 

1.08 

29 

i.34 

29 

11 Jalgaon 

4.74 

4 

4.92 

9 

1.87 

21 

1.86 

13 

13.40 

8 

12 Jalna 

1 89 

18 

2 23 

24 

1.61 

27 

1.36 

26 

7.10 

25 

13 Kolhapur 

14 Latur 

9.29 

1.73 

1 

23 

5.45 

1.58 

8 

28 

2.36 

2.02 

8 

18 

2.30 

1.54 

5 

20 

19.40 

6.86 

2 

26 

15 Nagpur 

16 Nanded 

2.52 

1 83 

13 

22 

8.18 

2.59 

3 

20 

3.23 

1.88 

2 

20 

2.29 

1.63 

6 

18 

16.22 

7.94 

5 

22 

17 Nasik 

6.05 

2 

6.15 

4 

2.23 

10 

2.00 

12 

16.43 

4 

18 Osmanabad 

1.85 

20 

2.20 

25 

1.70 

25 

1.52 

22 

7727 

23 

19 Parbhani 

1.40 

27 

1.70 

27 

1.44 

29 

1.42 

23 

5.% 

28 

20 Pune 

3.53 

8 

10.51 

2 

2.62 

5 

3.46 

1 

20.14 

1 

21 Raigad 

1.84 

21 

5.96 

6 

2.13 

14 

2.19 

7 

12.12 

11 

22 Ratnagiri 

1.12 

29 

3.81 

13 

2.19 

12 

2.39 

4 

9.52 

18 

23 Sangli 

4.19 

5 

4.38 

11 

2.63 

4 

2.55 

2 

13.76 

6 

24 Satara 

3.92 

6 

3.90 

12 

2.31 

9 

2.18 

8 

12.31 

10 

25 Sindhudurg 

2.10 

17 

2.61 

19 

2.50 

6 

2.40 

3 

9.61 

16 

26 Solapur 

2.30 

14 

5.71 

7 

2.10 

16 

2.00 

11 

12.12 

12 

27 Thane 

2.19 

16 

11.56 

1 

2.41 

7 

2.14 

10 

18.30 

3 

28 Wtrdha 

2.26 

15 

3.43 

15 

2.92 

3 

1.59 

19 

10.19 

14 

29 Khvatmal 

1.55 

26 

2.13 

26 

2.06 

17 

1.40 

24 

7.14 

24 


Table 8: Ranking of Districts according to Sectoral Development 


Sr Districts/ 


Agriculture 



Industry 


Human Resources 

Infrastructure 


No Methods 

Ranking 

Indexing 

PC* 

Ranking 

Indexing 

PC 

Ranking 

Indexing 

PC 

Ranking 

Indexing 

PC 

(1) (2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(11) 

(12) 

(13) 

(14) 

1 Ahmednagar 

3 

3 

3 

16 

14 

14 

II 

13 

11 

5 

10 

9 

2 Akola 

22 

24 

19 

13 

15 

16 

7 

14 

13 

8 

7 

16 

3 Amravati 

12 

13 

12 

13 

17 

17 

2 

1 

1 

15 

21 

15 

4 Aurangabad 

7 

9 

9 

6 

6 

5 

15 

15 

15 

14 

16 

14 

5 Becd 

28 

27 

28 

22 

23 

23 

24 

26 

26 

27 

28 

28 

6 Bhandara 

13 

7 

7 

18 

18 

18 

19 

21 

19 

23 

19 

27 

7 Buidhana 

10 

11 

11 

23 

24 

22 

25 

24 

23 

25 

25 

25 

8 Chandrapui 

23 

20 

24 

9 

10 

10 

23 

23 

24 

18 

15 

21 

9 Dhule 

9 

10 

10 

20 

19 

21 

21 

20 

22 

2) 

23 

17 

10 Gadchiroli 

26 

23 

25 

29 

29 

29 

28 

27 

28 

28 

29 

29 

II Jalgaon 

5 

4 

4 

7 

9 

9 

22 

22 

21 

10 

3 

13 

12 Jalna 

18 

19 

18 

25 

25 

24 

26 

25 

27 

29 

27 

26 

13 Kolhapur 

1 

1 

I 

7 

8 

8 

8 

9 

8 

9 

14 

5 

14 Latur 

23 

25 

23 

28 

28 

28 

17 

19 

18 

22 

24 

20 

15 Nagpur 

11 

12 

13 

3 

3 

3 

3 

2 

2 

7 

2 

6 

16 Nanded 

20 

21 

22 

19 

20 

20 

20 

18 

20 

17 

18 

18 

17 Nasik 

2 

2 

2 

5 

4 

4 

12 

12 

10 

12 

12 

12 

18 Osmanabad 

20 

18 

20 

26 

22 

25 

27 

28 

25 

20 

22 

22 

19 Parbhani 

25 

28 

27 

27 

27 

27 

29 

29 

29 

24 

20 

23 

20 Pune 

8 

8 

8 

2 

2 

2 

15 

6 

5 

3 

1 

1 

21 Raigad 

18 

22 

21 

10 

5 

6 

9 

11 

14 

2 

5 

7 

22 Ratnagiri 

29 

29 

29 

17 

12 

13 

9 

8 

12 

11 

U 

4 

23 Sangli 

4 

5 

5 

10 

II 

11 

6 

5 

4 

] 

4 

2 

24 Satara 

6 

6 

6 

12 

13 

12 

3 

10 

9 

5 

9 

8 

25 Sindhudurg 

16 

16 

17 

21 

21 

19 

5 

4 

6 

13 

13 

3 

26 Solapur 

15 

14 

14 

4 

7 

7 

18 

17 

16 

4 

6 

11 

27 Thane 

17 

17 

16 

1 

1 

1 

14 

7 

7 

16 

8 

10 

28 Ward ha 

14 

15 

15 

13 

16 

15 

1 

3 

3 

19 

17 

19 

29 Yivatmal 

27 

26 

26 

24 

26 

26 

13 

16 

17 

26 

26 

24 


• PC indicates principal components method. 
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The calculated value of F was 17.89, which 
indicates that it is highly significant even at 
I per cent level. (The standard value of F 
with 4 and 13 df is 3.21.) Fisher’s discrimi¬ 
nant function was used to classify the re¬ 
maining eleven districts between the 
developed and underdeveloped groups of 
districts. The value for the right hand side 
of Wild's criterion was 29.36 which was con¬ 
sidered as the cut-off point. The calculated 
values of the linear functions for the II 
districts which were to be classified are listed 
in Thble below. 


Sr Districts 

Value of 

No 

Fisher’s Function 

1 Ahmednagar 

33.90 

2 A kola 

25.12 

3 Amravati 

34.32 

4 Bhandara 

26.77 

5 Chandrapur 

23.77 

6 Dhule 

25.33 

7 Raigarh 

29.59 

8 Ratnagiri 

24.74 

9 Sindhudurg 

26.95 

10 Solapur 

29.93 

11 Ward ha 

30.63 

As is evident, not all the II districts can 
be categorised as developed. The value for 

Ahmednagar and 

Amravati were much 

above the value of the cut-off point (29.36) 
and may therefore be classified as developed, 
whereas by the same logic 6 districts, viz. 

Akola, Bhandara, 

Chandrapur, Dhule, 

Ratnagiri and Sindhudurg may be classified 
as underdeveloped. The values for Raigarh, 
Solapur and Wkrdha were above the cut-off 
point and could legitimately be considered 
as developed. However, since their value, 
wen! very close to the cut-off value, we con¬ 
sidered these districts as belonging to the 
middle stage of development. The final 
classification that emerged is given below in 

alphabetical order: 


Levels pf Development 

Districts 

Region 

High 

1 Ahmednagar 

WM 

2 Amravati 

V 

3 Aurangabad 

M 

4 Jalgaon 

WM 

5 Kolhapur 

WM 

6 Nagpur 

V 

7 Nasik 

WM 

8 Pune 

WM 

9 Sangli 

WM 

10 Satara 

WM 

11 Thane 

Medium 

K 

1 Raigarh 

K 

2 Solapur 

WM 

3 Wsrdha 

V 


Low 

1 Akola 

V 

2 Beed 

M 

3 Bhandara 

V 

4 Buldhana 

V 

5 Chandrapur 

V 

6 Dhule 

WM 

7 Gadchiroli 

V 

8 Jalna 

M 

9 Latur 

M 

10 Nandcd 

M 

II Osmanabad 

M 

12 Parbhani 

M 

13 Ratnagiri 

K 

14 Sindhudurg 

K 

IS Yavatmal 

V 


It may be observed that out of the eleven 
developed districts listed above, as many as 
seven belonged to the western Maharashtra 
region, whereas only one district each was 
from Konkan and western Maharashtra 
regions. The remaining two developed 
districts belonged to the Vidarbha region. 
Thus, in Maralhwada region, all districts, ex¬ 
cept Aurangabad, may be considered as 
underdeveloped while six out of nine 
districts in Vidarbha belonged to this 
category. 

Appendix 

In brief, Wald's approach is described 
below:- 

Let us consider our observation to be 


classified based on p-measurements x |t x 2 , 
—, x, representing a vector x 1 » (p t , 
Xj...., Xp). We can think of it as an observa¬ 
tion in a p-dimensional space and we divide 
this space into two regions. If the observa¬ 
tion falls in the region R,, we may classify 
the observation as it belongs to the popula¬ 
tion n, and if it falls in R 2 we may consider 
as it belongs to population it r In this 
classification, two kinds of error may occur 

(1) The individual belongs to r,, but we 
have assigned it to b } because the observed 
point x falls in R r 

(2) The individual belongs to n 2 , but we 
have assigned it to because it falls in R { . 



Here, we are interested in knowing the 
relative undesirability of these two kinds of 
misclassification. Let the cost of the first 
type of misclassification be C(2/1) (> 0) and 
for the second type as C('/i) (>0). 
Therefore, a good classification procedure 
is one which minimises in some sense or 
other the cost of misclassification. The 
following table indicates the cost of correct 
and incorrect classification. 


Table 9: Ranking of Districts According to Aggregate Level oe Deveiopment 


Sr Districts/Method 


Tbtal 



Ranking 

Indexing 

PC* 

(1) (2) 

(3) 

(4) 

(5) 

1 Ahmednagar 

8 

8 

9 

2 Akola 

16 

18 

20 

3 Amravati 

13 

13 

13 

4 Aurangabad 

7 

9 

7 

5 Beed 

26 

28 

27 

6 Bhandara 

20 

15 

15 

7 Buldhana 

22 

22 

21 

8 Chandrapur 

17 

17 

17 

9 Dhule 

19 

20 

19 

10 Gadchiroli 

29 

29 

29 

11 Jalgaon 

9 

7 

8 

12 Jalna 

27 

26 

25 

13 Kolhapur 

1 

2 

2 

14 Latur 

25 

25 

26 

15 Nagpur 

4 

4 

5 

16 Nanded 

2r 

21 

22 

17 Nasik 

3 

5 

4 

18 Osmanabad 

24 

23 

23 

19 Parbhuu 

28 

27 

28 

20 Pune 

5 

1 

1 

21 Raigkd 

12 

II 

II 

22 Ratnagiri 

18 

19 

18 

23 Sangli 

2 

6 

6 

24 Satara 

6 

10 

10 

25 Sindhudurg 

IS 

16 

16 

26 Solapur 

II 

12 

12 

27 Thane 

10 

3 

3 

28 Whniha 

14 

14 

14 

29 Yhvaimal 

23 

24 

24 


* PC indicates principal components method. 
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Statistician’s Decision 


K . 

*2 

Population 

a, 0 

« 2 C('A) 

C(2/l) 

0 


Let us suppose we have a prior proba¬ 
bilities of these two population. Let the 
probability that an observation comes from 
population it, be q, and from population n 2 
be q 2 . Again, let the density of the popula¬ 
tion n, be P,(x) and that of n 2 be P 2 (x). 
Then the probability of correctly classifying 
an observation from n, is 

*WD ' / R P, (xp djj 

where d x = dx..dx p> and the pro¬ 

bability of misclassification on an observa¬ 
tion from it, is 
P(2/l)= / R P,(*)dx, 

Similarly, the corresponding probability 
for correct classification and misclassifica¬ 
tion of an observation from * 2 be 
P(2/2) * / Rj P 7 (x 2 ) d 

and P(l/2) = J R P 2 (^) dj, respectively 

The probability of drawing an observation 
from n, and then misclassifying it is q, 
P(2/l) and similarly from n 2 is q 2 P(l/2). 
Hence the expected loss from costs >f 
misclassification is 
C(2/l) q, P(2/l) + C(l/2) q 2 P(l/2). 

A procedure that minimises the expected 
loss for given q, and q 2 is, simply, called as 
a Bayes Procedure. Now, for simplicity, let 
us assume that c(2/l) » c(l/2) = I, then 
the expected loss is 
q, P(2/l) = q 2 P(l/2) 

- 1| /r 2 p . {5) 

* / Rj (Q| P,(x)-q 2 P 2 (x) ) dx + q 2 
/„ P 2 (x) dx 

Now / R P 2 (x) dx is independent of R and 

Rj. 

Therefore, we have to minimise 
(i).. /R^(R,P,(*)-q 2 P 2 £)} dx only. 

This function is minimum if R 2 is chosen 
in such as a way that (i) is -ve, and that is 
possible if Rj contains these points for 
which this function -ve, i e, 
q, P,(x)<q 2 P 2 ^ 

and excludes those points of x for which the 
function is +ve. i e, 

q, P, fe)>q 2 P 2 (x)- 

Thus the rule is 

1) Assign the observation to R, 
if q, P, (x) >q 2 Pj ($) 

2) Assign the observation to R 2 
if q, P, (*)< q 2 P 2 fc) 

If q, P,(x) » q 2 P 2 (x), then the obser¬ 
vation could be classified as cither from a, 
or a 2 . For convenience we may put it into 


R,. Again considering the priori pro¬ 
babilities as equal, i e, q, = q 2 “ 'A (say) 
the rules becomes 
(ii) ... R,: P,(x) > P 2 (jj) or 

P&> 

R • P,(x)< P 2 (x) or 

P 2(5) 

If q, * q 2 , then the rule is 

P fc> q 2 

(lii) • • R.:-^C. where C = — 

P 2 (x) “1 


samples” Anderson [1974] proposes that (v) 
be used as the criterion of classification. 

Note 

* 1 he lop leu and bottom ten districts were 
chosen as a rule of thumb The intention was 
to identify ihiee levels of development from 
the twenty nine districts covered in the study. 
Assuming that these districts are distributed, 
more 01 less, uniformed across these three 
levels, the number of districts in each 
category would be around 9-10 


R 2 : IV®, C 
* P 2 (x, ■ 

Now, Wald [1944] considered two 
multivariate normal populations with equal 
covariance matrices, namely N (jj,,^) and 
N Z), then the ratio of (ii) becomes 

P|(3> = expt'/i^-ja) 1 ^ 1 ^x-jj)] _ 

Pj(5) exp [ - '/i(x 


Then, 

log —^ [ 01 - p 2 )*I-'x 
P 2 (x) ^ ^ ^ 

- Vi (ji, tu,)'Z '' (**, “ 
and log 1 = 0. I herefore assign the obser 
vation to R, if 

Of ,-^n •* - '/> ox, oj, 

° r ^1 

(iv) - ■ • or 1 x '4 Oj, +^j)'T ‘ ‘(p, J^) 


Thus it is seen that the first term of (iv) 
is the well known Fisher’s discriminant func¬ 
tion. it shows that in case of multivariate 
normal, this function is the best in the sense 
that it minimises the average cost of 
misclassification. In most applications of 
this theory the populations are not known, 
but must be inferred from samples, one from 
each population. Suppose we have a sample 

x„.x 1N1 from NOj,, I) aad a sample 

Xj,.x 2N2 from NOjj, Z). On the basis 

of this information we wish to classify the 
observation x as coining from n |f or n 2 : 
Clearly, our best estimate of 

R, is x, = 2 * 1 Xjtr/N,, of itj is Xj * ^ Xjo/Nj 

o«i o-i 


and of Z is defined by 

(N | + N 2 -2)S=^ i (x |a -x | Kx la -x l )' + 

orS = KN,-l)S,y (N 2 -l)S 2 j 
N, fNj-2 

If we substitute these for the parameters in 
(iv), we get 

<*>•■• av * 

where £' = TJ, -tj) 1 
The left side of (v) is the linear function 
that has the greatest “variance between 
samples" relative to the “variance within 
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DISCUSSION 


Good Economists, and Poor Economic 
Performance 

Ashoka Mody 


“THE performance of an economy is in¬ 
versely related to the strength and quality of 
its economics profession!’ On occasions 
when self-deprecation is socially charming, 
economists are apt to quote this aphorism, 
implying even as they do so that its validity 
is limited. The lack of renowned economists 
in Japan (with its powerhouse performance) 
and the plethora of Nobel Prize-winning 
economists in the United States (which has 
barely muddled along) is an interesting 
observation from which not much should be 
inferred. 

But for a moment it is worth taking the 
proposition seriously. Which way does the 
causality run? It could be that poor perfor¬ 
mance creates a demand for economists, 
who then busy themselves but ultimately to 
no avail as the larger political, social, and 
technological problems overwhelm them. Or 
it could be that economists in fact give ‘bad 
advice* which causes economic and social 
problems. 

In a clever and stimulating article, 
Kaushik Basu [1992] argues that bad advice 
may in fact be good. In games that political 
bosses play with their economic advisors, the 
lack of trust between the two can imply that 
feeding bad advice may be the optimal 
strategy. With thinly veiled sarcasm, Srini- 
vasan [1992] questions Basu's conclusions 
and argues specifically that it is incorrect to 
use a game-theoretic framework for analys¬ 
ing the role of policy advice. Srinivasan 
himself has a benign interpretation of policy 
advice as providing decision-makers with 
greater information and options. 

While conscious here of treading in diffi¬ 
cult territory, I feel both contributions, hav¬ 
ing raised fascinating questions, fail to ad¬ 
dress the fundamental issue of knowledge 
acquisition and interpretation. Maintaining 
a steady view of the future, while interpreting 
new information to shift direction on occa¬ 
sion is the essence of good policy-making. 
Policy-makers need, therefore, to think in 
simple and granular terms. In contrast to this 
position, both Basu and Srinivasan charac¬ 
terise the policy advisor as a refined entity 
using elaborate models and detailed infor¬ 
mation, leading to a more glamorised view 
of the advisor than is warranted. 

I agree with Srinivasan that Basu’s article 
is ultimately flawed because it is set up in 
a game-thcoretie framework. But game 
theory is inappropriate not because it im¬ 
plies the possibility of many different out¬ 
comes and hence the lack of sharp policy 
prescriptions; those ‘multiple equilibria* are 


a reality we should learn to live with rather 
than dismiss. The use of game theory is 
flawed in this case primarily because it takes 
the nature of relationships (between political 
masters and advisors) not only as anta¬ 
gonistic but also as unchanging. The essence 
of an advisor is a trust relationship; the 
trust builds over time through continuing 
interaction. 

If the political and economic system does 
not allow the building of such relationships 
(not only between advisors and decision¬ 
makers but more widely in the economy), 
then it is safe to infer that a deeper malaise 
exists. In such situations, advice may be 
sought but even cleverly disguised ‘bad ad¬ 
vice’ is likely to be overwhelmed by the 
broader prevailing uncertainty. 

The second difficulty with Basu’s analysis 
arises because he sets up the case where (here 
is one decision-maker and one advisor. The 
lack of trust relationships are compounded 
because there are likely to be many offerings 
of ’bad advice’, discriminating among which 
is a complicated task. Competition among 
advisors could ultimately weed out the really 
bad ‘bad advisors', but that may take a while 
since there is limited understanding of the 
uncertain situation. 

Summarising a large literature from 
psychology, probability and statistics, com¬ 
puter science, and economics, Brian Arthur 
[I992| has argued that simple rules of thumb, 
derived from past experience, are used by 
most for making decisions. Neither the 
sophisticated marginal thinking implied by 
the general equilibrium models that Srini¬ 
vasan favours, nor the subtle game-theoretic 
reasoning employed by Basu represent the 
manner in which knowledge is obtained, 
processed, and used. 

Rules of thumb are not immutable; they 
are updated periodically through an induc¬ 
tive process. However, the updating is a 
much simpler process than is implied by 
careful estimation of large economic models. 
Indeed, following such sophisticated models 
is likely to be a poor strategy. 1 For this 
reason, while the past is a guide, a vision of 
the future is an essential ingredient to good 
policy advice and decision-making. It is 
fashionable to dismiss the ‘vision thing' as, 
at best, an expensive luxury, however, it real¬ 
ly is difficult to explain the success of east 
Asia without an understanding of how these 
economies defined and sustained a long¬ 
term vision. 

Such a process can be successful only if 
the environment is not too *noisy’. In other 


words, drawing lessons inductively from ex¬ 
perience and sticking to a vision requites that 
the lessons have sorlle meaning for the 
future. These conditions are not easy to at¬ 
tain; but once attained have a self-perpetu¬ 
ating character. 

This docs not mean that simple rules of 
thumb arc always a recipe for success; there 
are good rules and bad rules. Society can get 
stuck in a system of bad rules, which can 
also become self-reinforcing. 

If I were to summarise my somewhat 
pessimistic conclusion: advisors are most 
productive when the economy is doing well 
and least productive in politically and social¬ 
ly unstable situations. Few advisors are, 
therefore, sufficient when the going is good; 
many are likely to be on demand when the 
conditions are bad. Both scenarios are likely 
to be self-rcinforcing. The link between good 
economists and poor economic performance 
is, therefore, less surprising than it ought to 
be. 

An economically difficult situation re¬ 
quires that the problem be broken up into 
simple components. Issues that can have 
demonstrably successful solutions should be 
addressed with the help of good advisors 
who are not in the business of playing 
games. It can only be hoped that such 
demonstrations of successful change can 
break the nexus between poor performance 
and excessive advice 

Note 

[The opinions expressed here are mine and 
should not be attributed to the institution I am 
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affiliated to or to my many good economist 
friends and colleagues, who (like me) make a 
living from this l.isiness. ] 

I Raaj Sah, who knows more about such mat¬ 
ters than I do, tells me that on average pure¬ 
ly random decisions are likely to be better 
than decisions based on models calibrated 
only on the past, this being the case whether 
one is forecasting macro performance or 
planning one's financial portfolio. 
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Missing Dimension 

V li'tvsa 

WE have the following comments to offer uses these terms. While such a usage is 

on ‘Bad Advice 1 by Kauslnk Basu (/ /’If. acceptable in common parlance, any 

March 7-14). serious debate calls for clarity. Basu, 

(1) Basu’s presentation deals more with sur- however, fails to meet this requirement, 

face details than with m-depth facts. Its and creates confusion by switching from 

philosophical content is fragile and one universe of discourse to another, 

negligible His mam argument is only a 

logical device by which he justifies the ^ *" '^ e sec,,on on Vlduc neutrality Basu 
intermediary and operational aspects of defines advice as good if the advice ts 

the question and does not touch the something that is possible for the advisee 

substantive areas of discourse, f° dow ' and follows it, then the 

(2) Even though he focuses on ’Feasibility’ kind of S0Clel > Iha > emerges is what the 

he fails to examine Feasibility per se. vi/, advisee wants. \ bad advice is the sup- 

thc factors which determine Feasibility plemcnt of this. To say the least, this is 

and is therefore involved in a faulty posi- a fragmentary view of a whole process 

non as when he says: ‘‘Hence at times, ' n w ^ ,c ^ 1 * 1e a< i v * ser > the advice, the ad- 

to bring about the right kind of world visee and ,ht " a,ure of . ,he societ V he 

it may be necessary to give wrong kind wishes to realise are constituent elements, 

of advice” He goes on further to say Basu aisumes ^ abstraction of a value- 

“that the above is an unfortunate fact of neu,ral adviser and «P lains the model 


he is building up with the case of a doc¬ 
tor and a patient. In spite of this assump¬ 
tion he does not succeed in giving a com¬ 
prehensive picture of the rest of the pro¬ 
cess. Even if we grant what Basu appears 
to accept without questioning, that the 
advisee is clear-sighted and that he has 
always the larger societal good at his 
heart, his analysis of ‘Bad Advice 1 shows 
that his presentation has many pitfalls. 
For instance, should the feasibility of an 
economic programme lake into consi¬ 
deration the survival of the politician 
(advisee) concerned? Again,'should it 
consider the appeasement, or placating 
of the political or economic lobbies 
which support.the said politician? Final¬ 
ly, should it consider the countering of 
the political opponents which, according 
to Basu, are some of the myriad forms 
infeasibility can take on? While at the 
level of the individual politician or 
political parties these personal and 
political forces do influence choice it is 
important to remember that at the level 
of policy they cannot be presented as 
sound grounds foi the non-acceptance or 
acceptance of it. This is because the 
declared value in societal activity is that 
the larger good is primary to all private 
considerations. This is the sphere of 
ethics which Basu docs not wish to enter. 
He is content to remain a technician or 
a scientist doling out advice or informa¬ 
tion without moral responsibility, regard¬ 
less of the havoc and destruction it can 
create. 


life, but it needs to be recognised if we 
wish to understand why our advice so 
often fails”. In accepting duplicity as a 
fact of life, and in recommending it for 
successful advising, Basu fails to give 
credence to, or to appreciate natural, 
honest and straightforward interaction 
and exchange in human affairs. Unlike 
Basu, one would say that both duplicity 
and straightforward exchange are a part 
of the ground reality of human affairs 
but the qualitative difference of the latter 
makes it the preferred exchange Besides 
at the philosophical level, duplicity is 
counterfeit currency existing only on the 
basis of the authentic currency, viz, 
honesty, like lies surviving because of the 
acceptance of truth. 

(3) When Basu speaks of human beings as 
’selfish utility maximisers’ he allows no 
room for ethical reflection. He appears 
to take.off on the utilitarian premise on 
the dictates of action, but unlike the 
utilitarians he does not even make the ef¬ 
fort to negotiate the psychological and 
ethical areas of the discourse. His use of 
terms like Right and Wrong, Good and 
Bad, betray a lack of clarity regarding the 
connotativc content. One is left wonder¬ 
ing whether he is referring to an ethical, 
psychological or social content when he 
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Everytime a Japanese orders 
a bowl of 'Sashimi' 
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the taste •*; .**38 ■>- &&&*** 
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Udiy Liners Ur) A 100% LOU lor thy Irslnnq 
and export ul 'Sashimi' grade Tuna hsh to a 
last growing billion dollar Japanese market 
The Company is banked by a Technical and 
100% Buy Back tie up with Hoko Fishing 
Company, one ol Japan's top five marine 
products companies, and supply o! a 
sophisticated, 42 metre length Ultra Low 
Temperature Tuna Longliner from Niigata 
Engineering Company, renowned longliner 
builders Ingredients that ensuie a successful 
take otf for Bay Liners Ltd 

HIGHLIGHTS 

• 100% Export Oriented Unit (EOU) with 

100% Buyback arrangement for a period of 
5 years 

• Tax tree income since the Unit is 100% 
Export Oriented 

• Equity participation by Marine Products 
Export Development Authority (MPEDA) 

• Abundant and unexploited Tuna resources 
in the vast Indian Exclusive Economic 
Zone 

• Listing on Hyderabad and Bombay Stock 
Exchanges. 

• Financial Participation by Shipping Credit 
and Investment Company of India Ltd 
(SCICI) 


RISKS AS PERCEIVED BY 
MANAGEMENT 

• As the Company is 100% Lxpoit Oriented 
Unit any change ,n Government policies 
ii‘lat!i:i| to t xpnrts will have a bearing on 
Company s ptoHabilily With the nrigu'nq 
liberalised policies to boost exports, the 
Company is not foreseeing any problem 

• Major part ol the project cost is towards the 
acquisition ot T una long line' lor which 
payment has to he made in foreign 
currency at the time ol delivery Any 
fluctuation in the Exchange rate may 
increase the piojer. t cost However, 
adequate provision has been made 
towards contingencies and also Company 
will be earning foreign currency being a 
100% Fxport Oriented Unit 

• Crew Restrictions, it any, imposed by the 
Government ot India on hiring ot foreign 
crew Over a period of time, Indian Ciew 
will be trained by foreign collaborator 

• Though the Promoters have no experience 
in the line ol activity the Company 
proposes to undertake, they have 
managerial experience in Industrial 
undertakings Further they will be assisted 
by qualified professionals in key functional 
areas, who are yet to be appointed 

• The Company's performance depends on 
only one Tuna Liner which is expected to 
be delivered by March'93 
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Medical 
Diagnostic Kits 

■ FAST 

■ SIMPLE 

■ ACCURATE 


^ HIGHLIGHTS 

k A pro|ect manufacturing medical diagnostic kits, some of 
them, for the first time In the country with latest technology. 
k Project promoted by an eminent medical professional 
with over 20 years of experience in United Kingdom. 
k Project located In backward area entitling to State Subsidy 
and Defferment of Sales Tax for a period of 10 years. 
k As per a detailed market survey conducted by Tata 
Consultancy Services, the company's Installed capacity 
represents only 5% of the actual demand In India. A large 
quantity is presently being Imported. 
k Some of the products are Import substitutes. 
k Company's products have export potential 
k Equity participation by SBI Mutual Fund. 
k Easy liquidity - Listing at Hyderabad, Bombay and New 
Delhi stock exchanges. 

k Tax benefits U/S 80(M), 80(L), B0HCC and wealth tax 
benefits. 

RISK FACTORS 

k Market acceptability of the Company's products produced 
for the first time In India depends on quality and market 
thrust by the company. 

k Company's products may face stiff competition from 
Imported products. 

k Foreign exchange fluctuations may affect the profitability 
of the company. 

k The sanction of APSEB for power connection of 150 KVA 
Is awaited. 

k The company has no firm export orders yet. But 
negotiations are going on with foreign buyers for exports. 
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Deep Sea 


V-* (yCftatplli is widely accepted as involving a squeeze on workers, 

O especially the large number of unorganised workers whose wages are not 
‘ indexed to cost of living increases. Following from this, it is assumed 
that controlling inflation through a tightening of credit availability has 
the opposite effect of improving the workers' position. This proposition 
is, however, questionable and in fact both inflation and deflation 
are likely to harm the relative share of workers. 1983 

Gramscian Reading of Gandhi 

The problem with the orthodox Marxist assessment of Gandhi is that it 
fails to answer how in a specific historical situation Gandhi's strategy 
of ‘non-violence’ became effective. But in Gramsci’s concept of ‘passive 
revolution’ there is a theoretical possibility of understanding the process 
through which Gandhi’s ‘hegemonic’ strategy became an actuality. 

A study of Gandhi’s intervention tn the capital-labour conflict in 
Ahmedabad in 1918 . 1987 


Hake’s Progress 

The two-steps-forward one-step back 
implementation of structural 
adjustment, such as had been carried 
out in 1969, 1981 and again in 1987, 
and being attempted now by the 
present government is likely to 
produce farcical results. 1963 

Market’s Counterparts 

Rediscovery of the virtues ot 
capitalism in India has been 
accompanied— nol accidentally, to be 
sure~by a total exercise ol revision, 
including open contempt For the 
secular view of social life, 
glorification of religious 
fundamentalism, indifference to the 
urge for social and economic justice, 
an,attendant faith in a strong ‘law 
and order’ state and an open 
admiration for crooks and 
political gangsters. 1958 


Security Revisited 

Stability is not possible with the 
ultimate weapons in the hands of a 
few. The problem cannot also be 
fragmented into regions of the 
world. Such fragmentation can only 
mean spheres of influence for the 
purpose of security, for behind each 
region there will be a nuclear power 
to play [he old colonial power 
politics. 1975 


Ill-Chosen 

Radhakamal Mukerjee’s dream of a 
prosperous rural India and his 
endeavour to get all problems looked 
at in a 'holistic' manner remain a 
dream in the India of 1992 because 
the model of development we have 
chosen is based on the neo-classical 
concept of (he economic process 
which gives primacy to ‘market 
mediation’ as the best means of 
resolving the issues of production 
and distribution. 1951 


Distilled Polities 

The C abinct Committee on 
Economic AlTairs. which still exists 
m a foirtial sense, has been rendered 
dysfunctional and il is the Cabinet 
Committee on Political Affairs which 
lias been deciding such matters as 
the reduction in subsidies on 
lertilisers and increase in the level 
of support prices for kharif 
ciops 1950 

Unorganised 

The struggle of construction workers 
m Tamil Nadu, which is now in a 
ciucial phase, has an important 
bcanng on the process of 
organisation of workers in the 
unorganised sectors and also taiscs 
the question of the role of 
independent unions in the 
political process. 1970 

Communal Politics 

Politics in Onssa was characterised 
by communal harmony for nearly 
iwo decades, bui the picture has 
changed with the progressive 
cornmunalisanon of politics 
in the slate over ihe last 
two yeais 1965 

Urban Agenda 

Policy issues in urban development 
for Ihe 1990s- the agenda for urban 
land policy, shelter for the urban 
poor, urban water supply and 
sanitation and urban transport. 1990 


One Europe? 

The growing debate in Europe 
between those who argue for 
retaining national sovereignty in 
fiscal policy and those who back 
formal rules offers important 
insights into the organisation 
of federal states and trading 
blocs beyond Europe’s 
frontiers. 1972 





LETTERS TO EDITOR 


Working Group on 
Child Labour 

AN international working group was formed 
at the International Child Labour Seminar 
organised by the Free University, Amsterdam, 
from August 30 to September 2, 1992. The 
mandate of the working group is to develop an 
international strategy for the elimination of 
child labour, based on experiences of local/ 
national groups and individuals working 
with/for working children Ihe working group’s 
report is to be presented at the 1LO convention 
focusing on ciuld labour, planned for 1994. 

The working group will comprise individuals 
from Africa, Asia, l-ann America and other 
regions, corresponding to the geographical 
scope of the working group. It will also include 
two members of Detente Children International 
(DC1) and the International Society on Preven¬ 
tion of Child Abuse and Neglect (1SP(.AN). 
International agencies smh as the ILO, 
UNICEF and WHO will lit invited to co¬ 
operate with (he working group by appointing 
obseivcrs. ISPCAN and IX'I arc jointly 
creating and supporting the working group. 
Nandana Reddy (India) has been appointed as 
the chairperson ol the working group. 

The objeenves of (he working group are: to 
influence government policies and programmes 
and to propose specific acuons/activities to be 
undertaken both by niter governmental bodies 
and governments, leading to (he abolition of 
child labour and to (he betterment of Ihe con¬ 
ditions of child workeis through the proposal 
of alternative solutions based on knowledge 
and analysis ol the problem, to share 
knowledge and experience in the area of child 
work with international agencies, in order to 
elaborate these alternative solutions, to develop— 
on the basis ol ihe expenenccs ol grassroots 
groups working m ihe held of child labour- 
^ effective strategies lor the elimination of child 
labour which meet the needs of these grassroots 
groups and others combating i hdd labour, tak¬ 
ing into account regional differences; to prepare 
a special report on child labour, which will 
include country-specific examples. 

We invite interested groups and individuals 
working with working children, lo contribute 
more information regarding the issue and lo 
share their work experiences This interaction 
will be crucial to the suctcss of this inter¬ 
national endeavour to tackle one of the most 
pressing problems of human society today 
Kavita Raina 

The Centre for Applied Research 
and Documentation, 

25/1 Vasamhuppa Carden, 

Doopanahalli. HAL 2nd Stage, 

Bangalore 560 008 

Bhagirath Memorial 
Fund 

BHACIRATH SHAH, a young committed 
lawyer and social activist breathed his last at 
the age of 42 on August 29, 1991. During his 
brief career in public life of Gujarat in general 
and of Surat in particular, he championed the 
cause of human rights for tribals, daliis, 


women, agricultural labourers and urban slum 
dwellers. He wrote on such aspects of law as 
impinged upon the rights and status of women 
and tribals. Bhagirath was actively associated 
with the Centre for Social Studies and Satya- 
shodhak Sabha of Surat, Khet Vikas Parishad 
and SETU of Ahmedabad and Parivartan of 
Baroda. 

To honour his memory, the friends and ad¬ 
mirers of Bhagirath have decided to create a 
memorial fund. The fund, managed by the 
Centre for Social Studies, Surat, will be devoted 
to activities directed towards the reformulation 
and progressive transformation of the judicial 
system to ensure a fair deal for the poor and 
the oppressed. The fund will sponsor or sup¬ 
port activities such as research on legal system 
and society, programmes of social activists, 
public interest litigation cases, other activity 
related to protecting the human rights of the 
oppressed. 

We appeal to you to join us and contribute 
generously to the fund. You may send your con¬ 
tribution in cash, cheque or DD in the name 
of “CSS Bhagirath Memorial Fund” to C/o 
Director, Centre for Social Studies, University 
Campus, Surat - 395 007. 

D A Desai, Upendra Baxi, Jinabhai Darji, 

Vibhuti Patel, B V Mehta and others. 


Bhilai Firing Rahat Kosh 

A COMMITTEE, calling itself the Bhilai Fir¬ 
ing Rahat Samiti (Bhilai Firing Aid Commit¬ 
tee) has been formed, consisting of Hari 
Thakur, Medha Balkar, Nandita Haksar, Asha 
Guha Niyogi with Binayak Sen u secretary. The 
MP government, after carrying out a barbarous 
lathi charge and police Tiring on peacefully 
demonstrating workers, women and children of 
the Chhattisgarh Mukd Morcha and on ordi¬ 
nary citizens, continues to spread terror in the 
workers' mohallas through the deployment of 
curfew, section 144 and general police repres¬ 
sion. Under the circumstances there is urgent 
need for sympathetic treatment and material 
and moral relief in the workers' mohallas. The 
committee has been formed to do this work. 
It appeals to all citizens irrespective of party 
affiliation lo take part in this humanitarian ef¬ 
fort. Financial contributions may be made to 
the ‘Bhilai Firing Rahat Kosh. Raipur’ by 
crossed cheque or draft, or directly by money 
order, to be sent to Binayak Sen. 

BINAYAK SEN 

Plot No 20, 

Sunder Nagar, 

Raipur. 


SCIENCE AND ENVIRONMENT FORTNIGHTIY 


Down To Earth 

Are you interested in reporting 
on what is happening at the 
grass root level in India? 

Down To Earth, a new fortnightly on 
science and environment, is looking for a 
correspondent to report on initiatives and 
endeavours in villages, factories and 
laboratories. Candidates must be willing to 
travel extensively to rural areas. 

Candidates must be graduates, with writing 
skills and should possess a working 
knowledge of English. Experience in 
journalism will be rated highly. Salary 
commensurate with experience. 

Apply will full details, photo and salary expectations 
to; Director, SOCIETY FOR ENVIRONMENTAL 
COMMUNICATIONS, F-6, Kailash Colony. 
New Delhi-110048 
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The Real System Failure 


L ANGUAGE docs play tricks. Different people use the 
same expression to mean different things. Finance 
minister Manmohan Singh has been talking of the bankmg- 
cum-stock market scam as a system failure, but in the sense 
of a failure of the financial system which ensued essentially 
because it had not been adequately equipped for the large 
volume of transactions to be properly overseen. He would 
pin the responsibility largely on the operations of the Reserve 
Bank of India’s public debt office not being fully computeris¬ 
ed. Even today he continues to consider the scam as an abei 
ration, though the disclosures since he first tried to explain 
it away have shown that in terms of not just its magnitude 
but also its pervasiveness what was perpetrated in a relatively 
short period of time was nothing short of a gigantic perver 
sion of the whole system. While the finance minister may, 
for his own reasons, continue to underplay the enormity of 
the scam, he could well claim to have been among the first 
to ascribe it to a system failure. Rut is anyone going to 
accept this claim? For what the finance minister has meant 
by system failure is very different from the failure ot ihe 
financial system which the exposures now clearly establish 
Indeed it now appears that it is because of this failure 
that a fraud of such enormous proportions could be per pet 
rated and that if the financial system is to be put back 
on the rails, it is this failure which has to be attended to 
urgently. 

Let us be clear about where the financial system failed. 
First and foremost in the list of failures should be none other 
than the manipulation of inter-bank transactions in govern¬ 
ment securities, also referred to as treasury operations. The 
successive reports of the Janakiraman Committee have 
brought out how under the cover of these seemingly inno¬ 
cent operations, involving the switching of the securities port 
folios of banks and financial institutions, crooked deals and 
frauds involving huge amounts had become the order of the 
day. Fraudulent use of bankers’ receipts (BRs) and SGLs 
comes next. It was through these instruments that the banks 
in collusion with brokers could channel enormous funds to 
the stock market, even though on paper the amounts thus 
channelled continued to figure as the banks’ investments in 
government securities. Then comes the type of transactions 
permitted in inter-bank treasury operations, namely, the so- 
called ready forward and double ready forward deals. The 
Janakiraman Committee’s reports bring out the modus 
operandi of such deals and how it was through deals of this 
type that vast funds were channelled to the stock market for 
speculative purposes for various lengths of time. Also, the 
existing reporting system seems to be riddled with holes 
whereby these deals do not always get reported. Furthermore, 
the role of brokers as intermediaries in treasury operations 


has to be seriously re-examined Brokets played a major role 
in not only channelling funds from banks and financial insti¬ 
tutions to the stock market but also in the fraudulent and 
fictitious transactions Then comes the misuse of various 
front institutions thai have come up in recent years for the 
purpose of channelling surplus funds of public sector under¬ 
takings, as has been brought out in the third, and presumably 
final, report of the Janakiraman Committee. Lately it has 
transpired that several of the major private companies have 
also been using the same channel for the temporary place¬ 
ment of their funds. Bui in terms of magnitude the former, 
namely, the public sector undertakings, were far ahead. Last, 
but not the least, it cannot be overlooked that the involve¬ 
ment of foreign banks in not only the inter bank transactions 
as such but also m the fraudulent component thereof has 
been dispiopoitionatcly large 

[here can be no doubt thus that the financial system’s 
failure has been enormous. To trv to pass off this failure as 
a mere aberration is a gross misieprcsentation. But it is 
precisely because the finance minister has peisistently tried 
to underplay the extent of the system failure that one is driven 
to suspect his motives. Is it an attempt to prevent the un¬ 
covering of the individuals and/or groups involved in the 
perversion of the system and the defalcation of such large 
amounts? Or is it also an attempt to cover up policy failure? 
After all, it cannot be overlooked that the spurt, be it in inter¬ 
bank treasury transactions or in the diversion of the surplus 
cash balances of public sector undertakings, has taken place 
after the new economic policy was ushered in. 

Corruption has, of course, to be uncovered and the people 
involved in it have to be identified and dealt with, it is 
impossible that, loopholes in the system notwithstanding, 
subversion of the type brought out could have taken place 
without the participation and connivance of individuals at 
very high levels and rio amount of system repair would work 
if such individuals are not weeded out A sort of ‘moral 
cleansing’ of the financial system is a must At ihe same time, 
if the credibility of the financial system has to he revived, 
and this today stands severely undeimined no matter how 
much the finance mimstei tries to undcrplav the damage, 
ridding the system of individuals of questionable credentials 
will have to be complemented by a lull exposure of the 
system’s failures and loopholes, including the fatal linkages 
with policy Then alone will is be possible to determine the 
type of corrective action or damage repair and policy changes 
that are called for The Joint Parliamentary Committee’s task 
is thus enormous, but the danger is lhat precisely for that 
very reason it may choose to define it narrowly and concen¬ 
trate on exposures which w,ll make newspaper headlines and 
ignore the real task. 
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Trade Unions’ Retreat 

THE proceedings of the 30th session of 
the Indian Labour Conference (1LC) 
reveal how a new equilibrium has crept 
upon the polity. Though intended to be 
a three-party apex forum of employees, 
employers and the government, there was 
nothing tripartite about the conference. 
The assumption of control by the labour 
minister, P A Sangma, the pontifical 
stance of the employers’ representatives 
and the negligent response of trade union 
leaders provide an uneasy foretaste of the 
things to come. Sangma’s antics over the 
last few months have been in line with the 
subterfuge and stealth through which the 
liberalised economic regime has been 
sought to be foisted. What escapes com¬ 
prehension is the acceptance by the trade 
unions of developments that aie likely to 
cripple the working class in the immediate 
future. 

The 1LC, perhaps the last in a series of 
non-events contrived by the government 
to convey the impression of elaborate 
discussions as a prelude to formulating a 
new labour policy to complement the 
economic policy changes, expectedly pro¬ 
duced no results. The agenda for the con¬ 
ference had framed itself by default 
through a continuous process of evasion. 
For instance, at the last meeting of the 
Standing Labour Committee it was decid¬ 
ed that the outline of the proposed In¬ 
dustrial Relations Bill to replace the In¬ 
dustrial Disputes Act would be piesented 
at the ILC. But at the ILC, Sangma claim¬ 
ed the conference was not the right place 
for elaborate consideration of the bill and 
referred the matter to a newly constituted 
seven-member bipartite committee. Like¬ 
wise, with regard to the Ramanujam 
Committee Report, the recommendations 
of which have provoked discord among 
the trade unions, Sangma had assured the 
41st session of the Labour Ministers’ Con¬ 
ference in August that the repot t of the 
five-member committee of labour minis¬ 
ters set up to examine the areas of dis¬ 
agreement would be placed before the 
ILC. This too was not forthcoming at the 
conference. Further, the labour minister 
had assured the state labour ministers in 
August that the draft reports on the 
government's employment policy by the 
cabinet sub-committee under Pranab 
Mukherjee and by the sub-committee of 
the National Development Council under 
Hiteshwar Saikia would be placed before 
the ILC. They were not. Similarly, detail¬ 
ed consideration of the National Renewal 
Fund (NRF) and a host of other matters 
had been shelved at the Labour Ministers’ 


camcreinx expressly on uic uuueistan¬ 
ding that this would be conducted at the 
ILC. Nothing of the kind happened at the 
ILC. 

A certain deliberate if low cunning 
underlies the pattern of evasion that has 
emerged Debate on contentious issues is 
avoided by the simple expedient of refer¬ 
ring everything to committees and panels 
whose reports are never discussed. The 
labour ministers expressed apprehension 
about dislocation of the labour force but 
were saved the embarrassment of endors¬ 
ing unpopular policy formulations. The 
prime minister and the finance minister 
who were to have recorded their presence 
artfully dodged the conference. 

It is not only the functionaries of the 
government who are benefited by this eva¬ 
sion. The leaderships of at least three 
trade unions, which participated in draf¬ 
ting the conclusions of the conference, 
have been enabled to affect opposition to 
the government’s intentions while refrain¬ 
ing from forging any sort of concerted 
resistance. The INTUC, the AITUC and 
BMS were party to two feeble resolutions 
drafted at the end of the conference, one 
calling for sacrifices and offering the 
gratuitous opinion that the new economic 
policy, while it would cause some disloca¬ 
tion, was in the ultimate interest of the 
labour force, and the second reassured all 
concerned that no human distress would 
be caused by structural adjustment. Even 
these timid lines were not circulated 
among the delegates but were read out by 
a labour ministry official. This suppres 
sion seems to have suited the signatories, 
for soon after the conference the AITUC 
leaders denied the existence of the resolu¬ 
tions and one of them even noted with 
satisfaction that the conference had suc¬ 
ceeded in thwarting attempts to hustle the 
unions into accepting retrenchment. 

It would be futile to ignore that caprice 
of this magnitude on the part of these 
unions is designed to aid the labour 
minister’s machinations. The CITU 
assumed an attitude of supine resignation, 
while the AITUC leadership stuck to the 
heniage of tailism for which its parent 
party is justly famous. The INTUC, in 
order to save itself embarrassment, rushed 
in to prevent any substantive discussions 
by raising a hue and cry about bonus, 
dearness allowance, provident fund and 
income-tax, none of which issues were 
officially on the agenda of the conference 
Sangma understandably permitted 
G Ramanujam to raise these matters. In the 
process the pressing need to extract infor¬ 
mation about the proposed industrial rela¬ 
tions bill, given that there have been hints 
of a move to introduce a 51 per cent strike 


Piuiui ami w hiv.icuc uk ww uyuv«* 

period from 14 to 30 days which ha4 In¬ 
sidious implications in the light of the fact 
that the inter-ministerial group on in¬ 
dustrial restructuring had suggested dele¬ 
tion of the provisions of the Industrial 
Disputes Act which call for prior permis¬ 
sion for Iay-off» retrenchment, etc, has 
been overlooked. All this is a far cry from 
what the unions have been professing to 
fight for. At the Special Tripartite Com¬ 
mittee meeting last January, at a 
workshop in late August and on other oc¬ 
casions, ail the central trade unions have 
stressed the need for solidarity and closing 
of ranks to oppose the government’s 
policies on exit, disinvestment, privatisa¬ 
tion and the open invitation to multina¬ 
tional corporations. Obviously, the com¬ 
pulsions of the party political sphere have 
fragmented the trade union opposition. 
The retreat is evidently now a rout. 

HUMAN RIGHTS 

A Commission to Order 

IF anyone had any illusions about the 
thrust of the proposed National Human 
Rights Commission, prime minister 
Narasimha Rao set them at rest at the re¬ 
cent chief ministers’ conference in Delhi 
where he made it clear that the security 
forces operating in Punjab, Kashmir and 
other sensitive areas are in a class by 
therrtselves who should not be brought 
under the purview of the commission. In 
his inaugural speech he repudiated all 
allegations against them: “.. .those deal¬ 
ing with the menace [of terrorism and 
secesssionism] courageously in extremely 
difficult circumstances are falsely con¬ 
demned for violation of human rights!’ 

Curiously enough, in the same breath 
he added that action had been taken' 
against 230 officers and men of the securi¬ 
ty forces in Jammu and Kashmir. Pray 
why? If they are “falsely condemned for 
violation of human rights”, why was the 
need for action against them? One can 
understand the prime minister’s predica¬ 
ment. It is that of the proverbial snake 
with the frog stuck in its throat—unable 
to swallow it or to disgorge it. What with 
the flood of reports of atrocities by the 
security forces in Punjab and Kashmir 
which have become an international scan¬ 
dal of sorts, Rao has to appease the con¬ 
science of the IMF and the western donors 
who swear by ‘human-rights’ in public in 
order to reassure their own citizens that 
their aid is being poured into the safe 
hands of an Indian government that pro¬ 
tects human rights. To impress them, Rao 
therefore is planning to set up the Na¬ 
tional Human Rights Commission—a 
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human right*. Mn Rao cannot do without 
the security forces who have to be given 
a free hand to terrorise the alienated 
people of Punjab and Kashmir into sub¬ 
mission—or what goes by the euphemistic 
term ‘integration’. In order to reassure 
these trigger-happy functionaries, he thus 
has to reiterate every now and then that 
all allegations about human rights viola¬ 
tion by them are ‘disinformation’ spread 
by Pakistan and their agents in India— 
the various civil liberties groups! That the 
intention is to protect the security forces 
by providing them with a clean chit from 
an offficially-sponsored ‘independent’ 
body was made clear by the Congress 
spokesman, V N Gadgtl, on the eve of the 
chief ministers’ meet, when hitting out at 
New Delhi's betenoire. Amnesty Interna¬ 
tional, he said: “Reports of an indepen¬ 
dent Indian Human Rights Commission 
will be an effective answer to the distorted 
versions given by such western organisa¬ 
tions!’ Even before the ‘independent’ com¬ 
mission is formed, its do’s and don’ts are 
already being determined by the Congress 
party and the prime minister. 

While the outrages perpetrated by the 
security forces in Punjab, Kashmir and the 
north-east may be distant for the average 
Indian citizen in the rest of the country, 
the brutalities carried out by the police are 
the common lot of ordinary people (as 
distinct from terrorists) who might have 
the misfortune of attracting the evil eye 
of the local police in any corner of the 
country, whether they are criminals or in¬ 
nocent. It is not as if the government had 
been unaware of the heinous practice of 
'third degree methods’ employed by the 
police on their victims in lock-ups all these 
years. Deaths from such torture had been 
reported in the press, as well as by Indian 
human rights groups in the past. But 
when the Amnesty International came out 
with a damning report about cases of 
custodial torture and deaths—which again 
created an international scandal—New 
Delhi suddenly woke up. A petulant union 
home minister first cavalierly dismissed 
the allegations. Now his leader Narasimha 
Rao grudgingly accepts them, acknow¬ 
ledging, in his speech at the chief 
ministers' conference, the need for a new 
central legislation to deal with custodial 
crimes. 

But the concern over custodial torture 
and deaths appears to pale into insigni¬ 
ficance by comparison with the anxiety to 
defend the security forces against allega¬ 
tions of human rights violation. In fact, 
the discussions at the chief ministers’ con¬ 
ference were dominated by the tendency 


fmriMin rights against state repression and 
the latter tended to be defended by the 
chief ministers on the plea of saving the 
nation. Such defence cut across party 
lines, with the Congress, Janata and BJP 
chief ministers unanimously lending their 
support to the government’s intention to 
turn the thrust of the proposed National 
Human Rights Commission against the 
terrorists, rather than against the violation 
of human rights itself. By all indications, 
the commission will turn out to be another 
extension—in a so-called ‘independent’ 
garb—of New Delhi’s propaganda-war 
against both Indian and foreign human 
rights organisations which had been expos¬ 
ing its misdeeds. 

WEST BENGAL 

Crimes against Women 

WITH the Congress(I) steadily gobbling 
up the non-Left opposition bit by bit, the 
CPl(M)'s role as the fulcrum of the 
resistance against the ruling party's 
present policy of economic and political 
sell-out is becoming increasingly crucial. 
Within the CP1(M) again, the already 
high weightage of its West Bengal unit is 
going further up with the decline of the 
Tripura unit due to unabated factional 
strife. Against this background, any dim¬ 
ming of the party’s image or that of the 
state government that it leads cannot but 
have adverse repercussions on the national 
mobilisation for the reversal of the union 
government’s policies. But, unfortunately, 
there is not much to indicate that the West 
Bengal state CP1(M) leadership is aware 


Nothing has damaged the party’s 
reputation in Wfest Bengal more than the 
growing public dismay over the cases of 
indignities suffered by women in the 
recent period. Cases like Bantala and 
Birati, in which organised gangs suspected 
to be enjoying political patronage were 
guilty of the gravest crimes against women 
had acquired national notoriety. More 
recently there has been a number of cases 
involving molestation, physical assaults 
and even grave injuries of women in and 
around Calcutta. The suicide of Chuni 
Kotal the first woman graduate of an 
extremely backward tribe, because of 
psychological tortures by a high caste pro¬ 
fessor of the Vidyasagar University in 
Medinipur is also being perceived as an 
instance of double victimisation—of a 
member of the deprived sex belonging to 
a deprived ethnic community 
Mass meetings, dharnas, students’ 
strikes and other forms of public protests 
have today brought the issue of women’s 
insecurity to the forefront. Statistics cited 
by media do reveal that while most cases 
go unreported, the number of reported 
crimes against women rose during 1987 to 
1990. Even the CPI (M)’s women’s wing, 
the leader of which on an earlier occasion 
had in effect provided an alibi to a case 
of mass rape, has recently come out with 
a statement decrying the rise in the crimes 
against women. But the largest party in 
the state, the CP1(M), has yet to stir itself 
properly. This is an issue which demands 
the parly's immediate and dedicated ac¬ 
tion on grounds of its basic commitments 
as well as tactical consideratioas. This also 
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requires (hat (he party should distance 
itself from questionable lumpen characters 
who hover at its fringes. The persons 
recently sentenced to long prison terms in 
the Bantala u»se are widely believed to 
have been on the periphery of the local 
C’P1(M) branch. 

HEALTH CARE FINANCING 

Shutting Out th«* Poor 

OVER the past several yeats state govern¬ 
ments have periodically made proposals 
to rid themselves of the burden of pro¬ 
viding medicare to the population I here 
have been several attempts to involve 
private practitioners in health care pro 
grammes, to jointly him puni.uv health 
care networks and so cm Anoihci method 
of ostensibly raising tmances for medicare 
in the background ol the withdrawal of 
government funding lias been tile propo¬ 
sal to introduce usei chaiges, winch has 
so far been resisted try the iisei popula 
lion, the most visible attempt to pnvaiise’ 
has been the periodically revived proposal 
of handing cnci primal> health t aie in 
stitutions lo jnivate pailrcs, such as 
NGOs. I he Mahar.ishli.i government lias 
once again mooted this proposal recently 
and will no doubt pursue it mote diligent¬ 
ly than it has so tar done 

However, the concept o! user charge re¬ 
mains the single most attiuclivc idea for 
governments m the thud woild, not least 
of all because it is being actively recom¬ 
mended by the IMF and the World Bank. 
User charges are being recommended on 
the ground that in the context ol the in 
ability ot the government to cover costs 
despite substantial alloeahons, this is the 
only way of raising revenue. 1 lit aie.umcnt 
that users are quite willing to p.iv for s,-r 
vices and will therefore not stop using 
them has been advanced not only by 
governments but by a section of health 
NGOs as well. One opinion holds thai 
user fee in fact will sci ve to reduce un 
necessary useof facilities thereby making 
it possible to streamline services 
The issue of user charges becomes rele¬ 
vant only in the context of the .mump 
lion that governments have been spending 
progressively larger proportions of their 
financial resources on medical services 
But this is hardly true. Health has <n 
counted for a continuously decreasing 
share of public expenditure both at the 
centre as well as in most states. Moreover, 
curative services which accounted for 37 
per cent of the budget have shown hardly 
any increase between 1971 and 1985 | n 
Maharashtra, among the more ‘developed - 
states m the health sector, curative services 
which accounted for 29 per cent of total 


revenue expenditure oh health fn 1971, 
registered a decline in proportion in 1985, 
as has also happened in Kerala. On the 
other hand, expenditure on family plan¬ 
ning (excluding maternal and child health) 
has increased from 12 per oent to 17 per 
cent of the total in Maharashtra and from 
10 per cent to 16 per cent at the centre. 
Purailelly, there has been a rapid expan¬ 
sion of the private health care sector. For 
instance a study by the Foundation for 
Research m Community Health Services 
(I RCH) m Maharashtra and in Madhya 
Piadc sh p >inLs to the fact that only about 
I I per i cut and 8 per cent, respectively in 
lhe two Mates, of all illness episodes are 
treated b\ the government health services. 

I veil m J-eiala with its wide network of 
public he dth services, the utilisation ac¬ 
cording to a study conducted by the 
Kerala Sutra Salutya Parishad is only 23 
per cent. 

(uven tots it is necessary to assess the 
possible on pact of introducing user 
( bulges. Surprisingly a 1988 World Bank 
review ot ‘he user charges issue pointed 
out that there was a dearth of actual field 
experiments of the introduction of user 
i barges and most studies were computer 
models. On the other hand, another 
World Bank study (cited in The lancet, 
August 22, 1992| points to the fact that 
while user i barges do not generally affect 
the demand tor services, it has a drastic 
effect on the poorest who form a small 
section of the useis who in fact drop out 
A recent study in Kenya on the impact of 
user charges on attendance at a referral 
centre for STDs shows that attendance 
was reduced by 35 per cent with the in¬ 
troduction of user charge. The report in 
the lamet concludes that the introduc¬ 
tion ot user tees probably increased the 
number of untreated STDs in the popula¬ 
tion I lie study is of particular impor¬ 
tance in the context of the new moves to 
integrate the treatment of STDs with 
the l.uniiy planning programme at the 
primal v levels in India. This is pait of the 
new strategy for family planning, which 
is aimed at incorporating reproductive 
health care scivices with family planning 
sci vices. Interestingly, there has been lit¬ 
tle evidence to support the argument that 
user vhnrgcs will keep away the frivolous 
use ui that it will generate sufficient 
revenue While comprehensive studies on 
the impact of privatising primary care in¬ 
stitutions b> handing them over to the 
NGOs may not as yet be available, it is 
clear that shilling the financial burden of 
health care on to the population will af¬ 
fect the poorest negatively. At no point 
and under no circumstances can such 
moves be supported. 


TWENTY YEARS AGO 

EPW, September 9, 1972 

Just a month ago the government was 
all in a dilher over the economic situa¬ 
tion.. Bui all is quiet now... The 
celebration of the twenty-fifth anniversary 
of independence somehow missed being 
ihe spectacle that it was planned to be, but 
the opportunity was used by the high and 
the mighty to remind the less fortunate 
that man ought not to live by bread alone. 

But does the economy realty deserve 
this loss of interest on all sides?.. . The 
price situation may indeed be as intrac¬ 
table as the finance minister suggests, but 
has the government done very much about 
u - * . The most conspicuous effort on the 

government's part has been ihat of pro 
jetting a tough, no-nonsense attitude to 
(lie demands of industrial labour. The 
prime minister managed, through the 
INTI if, to heat down the cement workers 
and toice them to call off their nation¬ 
wide sluke and accept teims which had 
been spumed earlier .The toughness 
with labour has not been uniformly visi¬ 
ble, however Shortly alter ihe sweepers 
and primary school leathers of ihc Bom¬ 
bay Municipal C orpora!ion had been told 
dial ihey had bcilci give up then demands 
in (lie interest of Ihe countiy’s develop¬ 
ment the government has shown how 
generous il can be when il wants to be. 

1 Jnder ihe agreements signed ilus week by 
Indian Airlines with its employees, the 
government has had no compunctions 
about allowing salary increases of Rs 600 
lo ol I icers earning Rs 2,000 and more per 
month — and ihat with retrospective effect 
from 1969-70 ( learly, what is sauce for 

the goose is not sauce for the gander 

!!iu who can be bothered about such 
minor questions of equity and fair-play 
when there is the exciting spectacle of 
Indian democracy getting back in action, 
well and truly? Dissent m the system is 
no longer represented by ihe Cham 
Ma/umdars and the Naxalites of various 
denominations but once again by the 
Hanumanthaiyas and the Saligram 
Jjiswals. 

WWW 

Very little is known about the private 
uses of the public sector itself... To take 
a few illustrations. The National Coal 
Development Corporation, which is now 
well established in Ihe field, is Ihe largest 
public sector organisation fot producing 
non-coking coal in the countiy. Still, the 
Coi poralion distributes its coal not direct¬ 
ly to consumers but through mid¬ 
dlemen Even if another public sector 
unit seeks to obtain coal from NCDC, it 
has to secure it through the services of 
middlemen!. . a large number of private 
units have sprung up all wer the country 
as purchasing agencies, selling agencies, 
suppliers, contractors, subcontractors, 
distributors, analysis, etc. This is in ad¬ 
dition to all the liaison officers, guest 
houses, resident representatives, etc, all of 
whom improve the earnings of house 
owners, estate agents, and hotels in all the 
cities in the country. Like the joint sec- 
lor, public sector is a happy hunting 
ground for middlemen of all types. 
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THEMARKETy 


Edible Oils: Need for Fresh 


Thinking 

D P Shanna 

REPORTS from all the major oilseeds 
producing areas in the country received till 
September 11 indicate good-to-ideal 
weather conditions for the healthy pro¬ 
gress of the crops. If weather remains 
favourable till the harvest time and the 
withdrawal of the monsoon is slow as 
forecast by the meteorological department 
one could hopefully look forward to 
record kharif oilseeds production of well 
over 100 lakh tonnes—anywhere between 
104 lakh and 114 lakh tonnes. Going by 
inquiries with a cross-section of well- 
informed peisons in the trade and in¬ 
dustry, on current reckoning and assump¬ 
tion of normal weather conditions till the 
harvest is ready, the groundnut crop could 
be placed at 64-68 lakh tonnes (in shell), 
soybean crop at 26-28 lakh tonnes, 
sesamum at 6-8 lakh tonnes and sunflower 
(kharif) at 8-10 lakh tonnes, liking these 
four together, kharif production of 
oilseeds would aggregate 104-114 lakh 
tonnes. 

With 29 out of 35 meteorological sub¬ 
divisions having received normal to excess 
rainfall till the end of August, good sub¬ 
soil moisture holds out the prospect of 
smooth rabi sowings. And if the recent 
growth rate is sustained, which appears 
quite likely, rabi oilseeds production could 
exceed 105 lakh tonnes. Total oilseeds pro¬ 
duction (kharif and rabi) could thus be 
placed at between 210 lakh and 220 lakh 
tonnes. This would be very substantially 
higher than the 1991-92 production, esti¬ 
mated at 195.5 lakh tonnes by the trade 
and 183.4 lakh tonnes by the union agri¬ 
culture ministry. 

Optimistic assessment of oilseeds crop 


prospects based on the reported increase 
in the area sown and highly favourable 
weather conditions has completely trans¬ 
formed the oilseeds scenario bringing 
about a profound change in market 
psychology. Seldom before has the availa¬ 
bility of edible oils been known to be so 
very comfortable at this time of the 
season. Festival demand has not had the 
slightest impact on the market. This is 
amply reflected in the sizeable contra- 
seasonal decline in prices. The fall in 
prices between September 1 and 11 ranges 
from 4 per cent to 9.3 per cent, depending 
on the oil. Compared with the prices 
which prevailed a year ago, the ruling 
prices are lower by 10.6 per cent to 22.9 
per cent. (For details see the accompany¬ 
ing price table.) With edible oil imports 
during the 1991-92 oil year (Novembcr- 
October) unlikely to exceed 2.3 lakh ton¬ 
nes (inclusive of 50,000 tonnes expected 
to be donated by the US AID), the lower 
level of edible oil prices in an otherwise 
overall inflationary environment reflects 
improved domestic availability. The of¬ 
ficial tentative estimate placing oilseeds 
production in 1991-92 at 183.4 lakh tonnes 
is considered to be a gross underestimate 
by the trade and industry. 

If oilseeds production (kharif and rabi) 
turns out to be as high as is now widely 
anticipated, domestic edible oil supply 
could be around 60 lakh tonnes which 
would be much higher than the total 
availability (inclusive of imported oil) in 
any year so far. This will exceed domestic 
needs based on per capita consumption 
of 6.5-7 kg a year. The government may 


Table: Important Chances in Edible Oil Prices 


(Rs per 10 kg. Bombay) 



1-9-1992 

11-9-1992 

Year Ago 

Percentage 
Fall between 
September 1 
and 11 

Percentage 
Change 
over the 
Year 

Groundnut oil 

345 

330 

369 

-4.3 

- 10.6 

Sesamum oil 

295 

275 

315 

-6.8 

- 12.7 

Kardioii 

375 

340 

400 

-9.3 

- 15.0 

Rieebran oil (edible grade) 

228 

212 

275 

-7.0 

-22.9 

Sunflower oil 

298 

280 

335 

-6.0 

-16.4 

Refined soybean oil 

283 

265 

325 

-6.4 

-18.5 

Refined rapeseed oil 

276 

262 

325 

-5.1 

- 19.4 

Refined cottonseed oil 

294 

275 

336 

-6.5 

- 18.2 


find itself confronted with a situation that 
has not been witnessed for very many 
years. 

The emerging edible oils scenario will 
call for fresh thinking on the management 
of the improved supply position. There 
will be no need to import edible oil to sus¬ 
tain the current level of per capita con¬ 
sumption of 6.5-7 kg a year. The recent 
official commitment to import three lakh 
tonnes of Malaysian palm oil a year for 
two years may turn out to be ill-timed and 
ill-advised in that it would amount to 
wasteful expenditure of foreign exchange 
In the event of plentiful domestic supply 
it should be easily possible to make good 
the outgo of foreign exchange because of 
palm oil import through export of higher 
priced edible oil like groundnut oil even 
if the international price happens to be 
lower than the domestic price. 

While improved domestic availability 
will have its inevitable impact on the 
market there seems little chance of prices 
declining to anywhere near the support 
prices fixed for the 1992-93 season. The 
support price for groundnut (in shell) has 
been raised by 16.6 per cent from Rs 645 
to Rs 750 per quintal, that of soybean 
yellow by 18 per cent from' Rs 445 to 
Rs 525, of soybean black by 20.3 per cent 
from Rs 395 to Rs 475 and that of sun¬ 
flower by 19.4 per cent from Rs 670 to 
Rs 800. The ruling prices are higher by 
36.8 per cent to 46.7 per cent with ground¬ 
nut quoted at Rs 1,100, soybean yellow at 
Rs 750, soybean black at Rs 650 and 
sunflower at Rs 1,150. The government 
should consider building up a buffer stock 
which will stand it in good stead in the 
event of a setback in oilseeds production. 
We have had a good monsoon for the 
fourth year in a row. Nature's bounty 
cannot be taken for granted. 

Increased oilseeds production should 
facilitate better utilisation of processing 
capacity and enable the oilseeds sector to 
further improve upon its contribution to 
the nation’s foreign exchange pool. Ex¬ 
ports of deoiled meal, oilseeds and minor 
oils during the fiscal year ended March 
1992 fetched Rs 1,044 crore, up by about 
30 per cent over the previous year’s figure 
of Rs 807 crore. Exports during the first 
four months of the current year (April- 
July) are placed at Rs 304.8 crore showing 
an increase of 28.8 per cent over the 
previous year’s corresponding figure of 
Rs 236.6 crore. Exports to the general 
currency area account for over 90 per cent 
of the total exports. Nearly 95 per cent of 
the exports arc accounted for by de-oiled 
meal. 
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COMPANIES 


Augmenting Housing Finance 


Jatroj Kapadia 

THE Life Insurance Corporation Hous¬ 
ing Finance is to grow on the lines of the 
Housing Development Finance Corpora¬ 
tion. It will go public like the HDFC and 
is also planning to raise funds from 
foreign financial institutions. Further¬ 
more, it proposes to raise deposits from 
the public to supplement its resources and 
to serve its future operational needs as 
they arise 

These plans of the LICHFL were dis 
closed by LIC’s chairman, K P Naia 
simhan, who is also chairman of the cor 
poration’s housing finance company, at 
the LICHFL’s annual general meeting 
which was held in Bombay on September 
8. The LICHFl. is presently owned by the 
UT1, the IFCI and ICICI besides the LIC. 
With the proposals drawn up at the ACM, 
the LICHFl. will become partly publicly- 
owned and will play a more direct role in 
housing finance paralleling that by the 
HDFC. 

The Week’* Companies 


The proposals demonstrate the growing 
need to housing finance which is running 
far ahead of the availability of such 
finance While the LICHFL was incor¬ 
porated in June 1989 with the objective 
of taking over all retail lending activities 
of the L K , it has now come to focus at¬ 
tention primarily on housing finance. It 
is making a public issue of 1.2 crore shares 
of the face value of Rs 10 each at a 
premium of Rs 5 per share for an ag¬ 
gregate amount of Rs 18 crore. The issue 
is likely to be made in the first fortnight 
of Januaiy next, according to LICHFL’s 
chairman The scrip will be listed on the 
major stock exchanges. 

Meanwhile, the LICHFL has announc¬ 
ed a rights issue of one crore shares of 
Rs 10 each at a premium of Rs 5 per share 
aggregating to Rs IS crore to the existing 
institutional shareholders. As the public 
issue is to enlarge the shareholding, the 
stake of the financial institutions in the 

(Rs lakh) 


LICHFL will stand reduced after that to 
74 per cent and that of'the LIC, which 
is the major institutional investor, from 
50.5 per cent to 37.59 per cent. 

The LICHFL declared a maiden divi¬ 
dend one year after inception which was 
at the rate of 7.5 per cent for the year 
1990-91. It enhanced the dividend to 10 
per cent for the next year. Its chief ex¬ 
ecutive T Paul Diamond is hopeful that 
the dividend will be higher than that for 
the current financial year. 

* 

TINPLATE COMPANY OF INDIA 

Valuable Connection 

With TISCO’s hot strip mill project an 
opportunity has arisen for Tinplate for the 
production of tin mill black plates 
(TMBP) coils indigenously and to feel 
relieved of the heavy dependence on im¬ 
ports. The company has decided to set up 
manufacturing facilities to produce 
TMBP at an estimated cost of Rs 225 
crore TISCO's hot strip mill will be ready 
by 1993-94 and Tinplate’s project will be 
commissioned in 30 months after all ap¬ 
provals have been obtained. The foreign 
exchange component of the investment is 
approximately 25 per cent, while to meet 
the outlay a Rs 80 crore rights converti¬ 
ble debentures issue is proposed for the 
shareholders in the proportion of one 
debenture for every two shares held at a 
price of Rs 150 per FCD, which will be 
converted into three equity shares at a 
price of Rs 50 per share, including Rs 40 
premium. 

It is this project that spells the future 
for Tinplate, as it will integrate the opera¬ 
tions of the company completely from 
manufacture of TMBP coils indigenously 
to fabrication of cans. It is proposed to 
commission a cold rolling mill complex 
to produce 1,20,000 tonnes per annum of 
cold rolled sheets, including 90,000 tonnes 
of TMBP, to be used in the electrolytic 
tinplate plant as raw material. This plant 
always lagged behind capacity for want of 
imported raw material, while the new 
facility, which will be backed up by the 
supply of hot rolled strips as raw material 
for the cold rolling mill from Ihta Steel’s 
hot strip mill under commissioning, will 
completely indigenise the source of raw 
material and save, besides, expenditure in 
foreign exchange of S 60 million annually 
on import. 

The prospects following this project are 
quite apart from the 1991-92 results which 
reflect the advantage of higher earnings 
by way of conversion chaiges following 
TISCO’s agreeing to an increase in the rate 
to compensate for escalation in the cost 
of conversion. Earnings amounted to 
Rs 7.271 lakh as against Rs 5,368 lakh 
and form part of the sales turnover which 
otherwise recorded a dcdinc from Rs 17,796 


Tinplate Company Kirloskar Coates of 

of India Cummins India 


Financial Indicators 

Match 

IQV2 

March 

mi 

Match 

1992 

March 

mi 

March 

1992 

March 

1991 

Income/expensi’s/pro/m 

Net sales 

16700 

17796 

32691 

27114 

6434 

5014 

Other income 

321 

245 

9.13 

658 

114 

116 

Raw materials consumed 

9448 

10147 

19910 

16516 

3573 

2967 

Power and fuel 

1331 

1254 

542 

464 

64 

57 

Other manufacturing expenses 

1748 

1496 

1181 

956 

64 

57 

Labour cost 

2601 

2195 

2136 

1945 

525 

456 

Other expenses 

285 

1660 

3272 

3550 

876 

525 

Operating profits 

1541 

1154 

6563 

5146 

972 

726 

Interest charges 

439 

479 

1706 

1222 

415 

315 

Gross profits 

‘102 

675 

4857 

4124 

557 

411 

Depreciation 

299 

350 

952 

905 

85 

60 

Profits before lax 

60) 

)25 

1905 

3219 

472 

351 

Iks provision 

200 

112 

2100 

1316 

238 

140 

Profits after tax 

403 

213 

1805 

1903 

234 

211 

Dividends 

182 

152 

660 

528 

55 

55 

Liabililies/asse'\ 

Paid up capital 

1014 

IOI4 

2640 

2640 

221 

221 

Reserves and surplus 

1498 

is 77 

7524 

6379 

901 

723 

Long term loans 

1641 

1813 

4-440 

1832 

507 

526 

Short term loans 

1030 

895 

6274 

3824 

1520 

1240 

Other liabilities 

7202 

3945 

7640 

4989 

1362 

1440 

Gross fixed assets 

640? 

5719 

17472 

12932 

1217 

1176 

Accumulated depreciation 

2942 

2644 

7 482 

6550 

393 

312 

Inventories 

2570 

1252 

7116 

5833 

1220 

1238 

Of which finished goods 

1649 

632 

1847 

1611 

708 

616 

Receivables 

2703 

3681 

6945 

4012 

1347 

1257 

Loans and advances 

1038 

611 

1885 

1525 

474 

410 

Cash and bank balances 

759 

308 

J30 

653 

525 

296 

Investments 

8 

8 

2251 

1259 

119 

82 

Other assets 

1842 

9 


_ 

_ 

2 

Total liabilities/assets 

12386 

8945 

28518 

19664 

4511 

4150 

Key financial miios 

Turnover ratio 

1 35 

1.99 

1 15 

1.38 

1.43 

1.21 

Return on sales (V«) 

540 

3 79 

14 86 

15 21 

866 

8.20 

Return on investment ( m o) 

7 28 

7.55 

17 03 

20 97 

12.35 

990 

Return on equity (8?«) 

1604 

9.29 

17 76 

21.10 

20.81 

22.36 

Earning per share 

3.98 

2.10 

6.84 

7 21 

10 56 

9.54 

Dividend (%) 

18 

15 

25 

20 

25 

25 

Book value per share (Rs) 

24 83 

22.65 

38.50 

34.16 

50 72 

42.67 

Current market price 

160 

— 

325 

— 

550 

— 

P/E ratio 

40 20 


47.51 

— 

52.08 

— 
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tinplate plant remiinlng 
idle for five month* during the yew 
because of government restrictions on im- 

S ort*. However, with 31,800 tonnes of 
opiate produced, the company was still 
the largest producer of tinplate in the 
country. The company took the initiative 
to convert tinplate into fabricated cans 
and to supply them to end users, securing 
the advantage of value addition. The hot 
dip plant achieved a record production of 
1,25,000 tonnes. There was an accretion 
in inventories, however, due primarily to 
an increase in stock of electrolytic tinplate 
from 2,362 tonnes to 3,424 tonnes and in 
value from Rs 510 lakh to Rs 1,149 lakh. 
But receivables also recorded a decline 
from Rs 3,681 lakh to Rs 2,703 lakh. As 
profits improved, the dividend was rais¬ 
ed, while the return on equity as well as 
earnings per share also increased. 
TISCO's investment in Tinplate’s share 
capital is roughly one-third at Rs 3.05 


KIRLOSKAR CUMMINS 

Pinch of Reform 

The directors' report of Kirloskar Cum¬ 
mins for the year 1991-92 mentions the 
government’s structural reforms in the 
economy and the World Bank conditiona¬ 
lities as having resulted in reduction of 
developmental activities with the demand 
from the power, coal and construction sec¬ 
tors stagnating. Against this background, 
the report adds, the performance of 
Kirloskar Cummins was satisfactory. J T 
Dewing, representing Cummins Engine 
Company, US, who succeeded Arun 
Kirloskar as chairman at the annual 
general meeting of the company in Pune 
on August 7, said the market for the com¬ 
pany’s products had become highly com¬ 
petitive with the two major original equip¬ 
ment manufacturers, Bharat Earth Movers 
and Hindustan Motors, in collaboration 
with Komatsu and CAT, having introduc¬ 
ed their products in die market. Moreover, 
under the liberalised trade policy, 
customers have increased choices of im¬ 
ported engines. The transporters’ strike 
and the securities scam also affected de¬ 
mand, particularly since the latter 
development impacted the lending institu¬ 
tions and delayed customers’ securing 
loan finance. 

At the same time, exports are growing 
and amounted to Rs 5,052 lakh during 
1991-92 against Rs 4,811 lakh in the 
previous year. In the new export-oriented 
environment, as Dewing stated at the 
AGM, the company is in the process of 
evolving plans with Cummins to double 
export volumes. It will concentrate not 
only on engine export, but also on com¬ 
ponent* and services export. At the end 
of 1991-92, three major state-of-the-art, 
flexible machining centres capable of 
machining the hugest Cummins blocks 


nieflt begun In die IxteWi. These will 
soon not only jignHicantiy reduce imports 
(the outgo on components and capital 
goods amounting to Rs 7,970 lakh during 
1991-92), but also position Kirloskar 
Cummins well for export growth, accord¬ 
ing to Dewing. Meanwhik despite the 
adverse impacts of inflation, higher in¬ 
terest and taxes, the board of directors 
recommended for 1991-92 a higher divi¬ 
dend of 25 per cent against 20 per cent 
for 1990-91. 

COATES OF INDIA 

Turning to Exports 

Net sales of Coates of India increased 
28 per cent during 1991-92 and pre-tax 
profit 34 per cent, but because of a higher 
tax provision, profit after tax recorded 
only 11 per cent improvement. But while 
the dividend was maintained at Rs 2.50 
per share, a 1:1 bonus issue is proposed 
with the management declaring that the 
dividend on the doubled share capital 
would not be less than 20 per cent. Mean¬ 
while, the company is diversifying its 
business and has identified industrial 
adhesives as one of the lines most suitable 

IN THE CAPITAL MARKER 


I)ev Fasteners 

Dev Fastcncis, promoted by K 
Kamesam, S Ramdas, V Gopalan and 
N G Krishnan, with P N Devarajan. 
Reliance Industries’ group president, as 
chairman, is setting up facilities for the 
manufacture of precision high tensile 
fastener',, including bolts, nuts, studs, etc, 
of 6 rnm to 16 mm diameter, in Chengai 
district in Tamil Nadu. The project with 
an installed capacity of 13,350 tonnes per 
annum is to cost Rs 10.75 crore, which 
is to be financed with equity funds of 
Rs 5.42 crore. term loans of Rs 5.08 crore 
and subsidy of Rs 25 lakh. Trial produc¬ 
tion is scheduled this month and com¬ 
mercial production is to commence by 
Ociober-November The main equipment 
of automatic multi station bolt forming 
machines, automatic nut forming machi¬ 
nes, automatic nut tapping machines and 
automatic thread rolling machines js be¬ 
ing imported horn Thiwan. For high pro¬ 
ductivity and assured quality the cold 
forming process is to be employed in pro¬ 
duction. Sixty per cent demand for 
fasteners is from the automobile industry, 
while the company expects to serve power 
plants, manufacturers of agricultural 
pumpsets and general engineering and 
tractor industries as well. It is making a 
capital issue to the public of 21.5 lakh 
equity shares of Rs 10 each at par 
(Rs 2.15 crore) on September 21 under 
Indbank as the lead manager of the issue 


or its Hire of activity: It is investigating 
a proposal in this regard and will Wmtb 
ing the required investment after esta¬ 
blishing the viability of the proposal. It 
is acquiring further shares of Karson 
Paints, Bangalore, after this became its 
subsidiary following acquisition of rights 
shares further to an issue made by Karson 
Paints. The idea is to make that company 
a wholly-owned subsidiary and finally to 
merge it with Coates of India. 

The company is turning its attention to 
exports with a measure of success. Its ex¬ 
port earnings amounted to Rs 140 lakh of 
which Rs 65 lakh were by way of export 
of its own produos against Rs 18 lakh in 
the previous year. With taxation on mer¬ 
chant exports having undergone a change, 
the company will concentrate on export 
of its own products. Its products meet the 
requirements of export-oriented units and 
in import substitution they have contri¬ 
buted Rs 400 lakh. The outgo in foreign 
exchange during the year on imports of 
machinery, spares, raw material, dividend 
payment and technology fees besides 
business travel amounted to Rs 387 lakh. 
The company has a new chairman.in J N 
Sapru, who was appointed an additional 
director with effect from January 17, 
1992. 


La Mansion Granites 

la Mansion Granites, promoted by 
P Janatdhan Reddy along with his NRI 
associates, is setting up a 100 per cent 
export-oriented unit to manufacture cut 
and polished gianite panels and tiles of 
65.000 sq metres and 15,000 sq metres per 
annum respectively at Arepalle Village in 
Warungal district of Andhra Pradesh at 
a capital outlay of Rs 1,625 lakh The 
major raw materials are raw granite 
blocks and the company has land for 
quarrying purposes whose aggregate 
reserves are estimated at 5 lakh cubic 
metres and will last for 75 years at the 
projected level of o|>eration. The com¬ 
pany has enteted into an agreement with 
Te Ma Longinom Frugoli of Italy for the 
supply of state-of-the-art machinery. 
Besides, the Italian company well provide 
detailed drawings and specifications of 
the auxiliaries and train the company’s 
personnel. ConuncrciaJ production is ex¬ 
pected to commence in December 1992. 
The sales tuinover in 1992-93, 1993-94 
and 1994-95, based on 50, 65 and 80 per 
cent capacity utilisation will be Rs 581 
lakh, Rs 755 lakh and Rs 930 lakh 
respectively To part finance the project, 
the company is entering the capital 
market on September 23 with a public 
issue of 29,70.000 equity shares of Rs 10 
each at par aggregating Rs 2.97 crore. 
The issue is lead-managed by CRB 
Capital Markets. _ 


Economic and Political Weekly September 12,1992 





r Calcutta Diary 

AM 


India is increasingly resembling a closely held unincorporated 
business venture. The setting is the predatory days of early 
capitalism. Exploitation, because it is so total and so totally 
unaccompanied by a feeling of guilt or shame on the part of the 
exploiters, has a certain aura of purity about it. 


AS far as one's information goes, the 
Cabinet Committee on Economic Affairs 
still exists in a formal sense. It has however 
been rendered dysfunctional 1 he selec¬ 
tive reduction in the subsidies on fertilisers 
was decided by the Cabinet Committee ori 
Political Affairs. The decision to raise the 
level of minimum support prices of kharif 
crops, across-the-board, by something like 
15 to 20 per cent, has similarly been taken 
by the CCPA. The CCEA knows where 
it belongs; it has disappeared in the ha/y 
background. 

There is vindication here of what Left 
ideologues have been asserting for epochs 
on end, occasionally throwing in that by 
now-somewhat-shopworn quote from 
Lenin about economics being distilled 
politics. It is only appropriate that the 
crucial decisions in the economic area are 
taken by the Cabinet Committee on 
Political Affaiis. The stark realities arc 
thereby revealed in then authentic colours. 
The increase in the prices of one or two 
fertiliser items was politically important, 
because the World Bank and the Interna¬ 
tional Monetary fund authorities had 
been breathing down the neck of our com¬ 
prador government; m this era of 
resurgent colonialism, the masters could 
not be denied for long what they had been 
insisting upon, lucieasiug the adminis¬ 
tered prices of faun products was equally 
imperatively nccessaty from the political 
point of view: the big farmer lobby, flesh 
of the flesh of the political leadership 
dominating the government in New Delhi, 
had to be compensated or, rather, over¬ 
compensated for the rise in fertiliser 
prices. Politics must be in command. 

It would lie churlish not to admire the 
chosen sequence of the two sets of deci 
sions. The first decision, the apparent 
lowering of subsidies, was intended to 
create the illusion that this government 
knows its mind, it is not afraid to take 
unpopular measures if the stern line of 
duly so ordains. Those who write to ordet 
newspaper editorials immediately took up 
the cue. The finance minister, who had 
been observing a discreet sort of purdah 
following the exposure of the more lurid 
aspects of the financial scam, suddenly re¬ 
surfaced. All this contributed to the con¬ 


struction ol the hoped for collage of am¬ 
bience. Now followed the announcement 
to raise i rop prices by the highest extent 
ever i he pretences were kept up, Was it 
not a routine affair, even if what it an¬ 
nounced was pursuant to a CC PA resolu¬ 
tion? The prime minister could not be 
bothered with such a trifle; he was con¬ 
veniently away on State business at Jakarta, 
the wretched Pakistanis were about to 
raise the bilateral issue of Kashmir at the 
NAM meet. That problem had to be taken 
care of; how docs it matter if government- 
directed prices for some farm products are 
adjusted a little in this crowded week? It 
was already September, kharif sowings 
must have already been completed in most 
parts of the country, so the decision to 
raise minimum support prices for the 
kharif crops could not have been taken 
with an eye on influencing the extent of 
the sowings. It was only a signal-a 
political signal—to the surplus-iaising 
peasants and landlords that this real 
estate, India, continues to belong very 
much to them, their will will always be 
done. Once the rabt season arrives, the 
prices of the rabi crops, they can rest 
assured, will also be raised by a similar, 
or even greater, order. 

There is, besides, the important con¬ 
sideration of ensuring poetic justice. That 
is, justice to that great nineteenth century 
American poet, Walt Whitman, who 
espoused, through his free-ranging verses, 
the cause of equality and brotherhood. 

1 his poet belonged to an unabashed 
species Remember those celebrated lines, 
which ran something like the following? 
Do I contradict myself? Very well, I con¬ 
tradict myself. I have the alibi, I am 
multitudinous, etcetera, etcetera. The 
Indian political system is no less 
multitudinous. Prices continue to go 
up week after week. That phenomenon 
however leaves the government un fazed. 
It has a firm gup over the relevant 
statistics: who cares about the weekly or 
monthly monotony of non-discrete in¬ 
crease in prices, the rate of inflation is 
what matters, it is coming down from 
week to week. But Walt Whitman, our 
great inspiration during the days of the 
freedom struggle, must be shown proper 


deftrenot 

ed to single digit, proportions. Drue, that 
alleged achievement deserved celebration. 
But let there also be some Whitmanesquc 
contradiction, such as a government- 
induced rise in farm prices, across-the- 
board, of double digit magnitude Nothing 
could prove more convincingly the 
multitudinousness of the entity to which 
we owe our allegiance 
For it is not just the decision to raise 
fertiliser prices which is going to please 
our guardian angels watching the pro¬ 
ceedings from ten or twelve thousand 
miles away. The hefty increase in the 
prices of agricultural commodities would 
please them no less. At long last, the 
Indian authorities, it will be mentioned in 
downtown Washington, have begun to see 
reason. All prices must be internationalis¬ 
ed. That is to say, Indian prices must rise 
up to American levels. The per capita 
income in the United States might be 
around 35,000 dollars per annum; the 
Indian per capita income is presumably 
not even I per cent of that. Such minutiae 
otifihi to be relegated (0 insignificant 
nondescript footnotes. If farm prices do 
indeed rise to American levels, a fair 
number of Indians, the majority in fact, 
would, for example, be priced out of the 
market for food. They would then die, in 
the manner men, women and children are 
dying in Somalia. But, don't you see, they 
would be dying for a cause, the magnifi¬ 
cent cause of globalising the Indian 
economy. Of course there would be minor 
irritations rearing their head here and 
there. If Indian farm products are made 
to rise by 15 to 20 per cent every season, 
the double digit inflation is bound to stage 
a comeback, the prospects of exports 
would then, once more, duly recede This, 
do you say, represents a contradiction 
within a contradiction? You are both right 
and wrong. The equalisation of domestic 
prices with international prices implies 
globalisation, and has to be welcomed 
with hugs and kisses. If it is suggested that 
such globalisation might cause a setback 
to exports and to that extent impede the 
process of further economic liberalisation, 
the argument is fallacious infhe extreme. 
The fault does not lie in globalisation, but 
in the residual inefficiencies in our farm 
system. There has to be extensive con¬ 
solidation of holdings all over the coun¬ 
try, through resumption of tenancy and 
ejection of small farmers a la Punjab, 
before the benefits of globalisation could 
fully accrue to India. If the process would 
involve the dispossessment of the bulk of 
the peasantry from their land and the exit 
of millions and millions of those rendered 
landless from the countryside, is that not 
what economic progress essentially is? 
The criterion of development, including 


1950 


Economic and Political Weekly September 12,1992 



K»(ab6uft6 

be made scarce. In the great United States, 
for example, hardly 4 per cent of the total 
labour force are in the farm sector; their 
scarcity permits them to dictate terms to 
the rest of the nation; that is the secret of 
their economic prosperity. Once the ma¬ 
jority of our peasants are squeezed out 
from agriculture, that point of fulfilment 
would be reached here too. A big farmer, 
with the support of the handful of his 
family members, would henceforth be 
able to manage a holding which stretches 
to 200 or 300 or 500 acres; the state-of- 
the-art tractors and harvester combines 
would be put to use, farming operations 
would be fully automatised, the efficiency 
of Indian agriculture would thereby attain 
international standards. Exports would 
then constitute no problem. 

This prescription for globalisation, the 
cognoscenti would immediately perceive, 
also embodies a most efficient population 
policy. What is being advocated is really 
a pincer kind of offensive High food 
prices would take care of the lower 
peasantry who lack purchasing power; 
they would not only be denied an occupa¬ 
tion, they would actually cease to exist. 
Simultaneously, land consolidation would 
lift the grand experiment to a higher 
plane: the dispossessed peasantry would 
of course not be absorbed in the ur' an 
sector where, if classical theory is to be 
believed, they would try to migrate There 
is however already an exit policy effective 
in plants and factories, so there could be 
no question of surplus rural labour find¬ 
ing a niche for themselves in the industrial 
milieu. The final solution would therefore 
work on its own, quietly. The inelegant, 
unnecessarily harsh devices of Oswiecem 
and Dachau would not be called for. As 
the saying goes, all is well that ends well. 

A few hundred Nazi obergnjppertfuehrers 
could take care of the millions who were 
put to their death in the concentration 
camps during the Second World War. The 
British ruled the vast stretch of India, for 
the best part of two centuries, with 
perhaps even lesser numbers. As India 
continues its inexorable backward march 
into the dark recesses of colonialism, the 
administrative paraphernalia to oversee 
the magnificent transition is altogether 
simple: a score of Fund-Bank officials, a 
couple of hundred bureaucrats situated in 
the key ministries of finance, commerce, 
external affairs, industry, agriculture, etc, 
and a cobple of thousand politicians who 
have divested themselves of all scruples 
and are on the payroll of crooks and 
godmen, it often being exceptionally dif¬ 
ficult who among the godmen are crooks 
and who among the crooks moonlight as 
career bureaucrats. India is increasingly 
resembling a closely held unincorporated 


: 1 business venture, the setting is the preda¬ 
tory days of early capitalism,exploitation, 
because it is so total and so totally unac¬ 
companied by a feeling of guilt or shame 
on the part of the exploiters, has a cer¬ 
tain aura of purity about it. Such purity 
must be the extra special contribution of 
the godmen. Because they fraternise with 
both gods and crooks, and double up as 


commission agents to ensure that nooks 
could be chaperoned, at a price, to the 
portals of heaven, they know the ins and 
outs of ihe alchemy necessary to turn the 
impure into the purest of alloys. India, 
India 1992, is the land of the purest alloy, 
where only the crooks thrive. The Cabinet 
Commit tec on Political Affairs is their 
Jens e\ machtna But not the only one. 


RANDOM REFLECTIONS _ 

Development Paradigms, Concept of 
Surplus and the Agrarian Question 

Arun Ghosh 


Radhakamal Mukerjee's dream of a prosperous rural India, his 
endeavour to get all problems looked at in a ‘holistic’ manner, still 
remain a dream in the India of 1992 because the model of 
development wc have chosen is based on the neo classical concept 
of the economic process which gives primacy to ‘market 
mediation’ as the best means of resolving the issues of production 
and distribution. 


DEVELOPMENT economics as it has 
evolved from the 50s has swung from one 
extreme to another, from the neo-classical 
approach—supplemented by the ‘big 
push’ theory—to the classical approach of 
a surplus from agriculture for financing 
the industrialisation effort, with a swing 
back of late to the neo-classical approach 
of reliance on the market economy for 
achieving an optimal allocation of 
resources which—under the Walrasian 
‘general equilibrium’ theory—is likely to 
end up with optimum output and the 
maximisation of welfare 

These issues are particularly relevant 
today, in the context of India’s develop¬ 
ment experience in the past and develop¬ 
ment strategy in the future I consider that 
a discussion of these issues would be 
a fitting tribute to the memory of 
Radhakamal Mukerjee, whose abiding 
concern was with rural development in 
India* 

1 

In his earliest work. The Foundations 
of Indian Economics ( 1916), written at the 
age of 27, Radhakamal Mukerjee stresses 
the dangers of a wholesale substitution of 
‘institutions’ from one economy (and en¬ 
vironment) to another, which is revealed 
in India in Ihe desertion of the village and 
the disintegration of the rural economy. 
Mukerjee observes that “the attempt to 
force systems and methods of industrial 


organisation, economic arrangements, 
and institutions, which have admirably 
suited a different geographic environment, 
will always be lutile" (Preface to The 
Foundations of Indian Economics, 
Longmans Green, 1916). Mukerjee lays 
down for India a practical progamine of 
economic development grounded on the 
co-opeiative rehabilitation of the village 
and of agriculture, and a careful integra¬ 
tion and co-ordination of small crafts, 
middle-sized workshops and large-scale 
industries. Mukerjee emphasises that the 
case of small industries is not as bad as 
is often depicted; and he advances the 
argument for decentralisation and 
regionalisation by promoting greater 
decentralisation in the delivery of electri¬ 
city as a source of energy for small in¬ 
dustries (on the Japanese model today) 
through the use of small motors; he also 
emphasised the importance of the 
development of rural transport. How 
visionary this policy prescription was in 
1916 can be realised when we look at slight 
variations of these recomhiendatioits in 
the First and Second Live-Year Plans. 

In 1917, Mukerjee delivered a course of 
lectures at the University of Punjab on the 

* This arlicle composes, with some editing, the 
text of the third Radhakamal Mukerjee 
Memorial Ixxture delivered by the author 
under the auspices of the Radhakamal 
Mukerjee Society, New Delhi on August 29, 
1992 
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•Principles of Indian Economics’. In these 
lectures, he clarified certain economic 
concepts in relation to ‘poverty—in terms 
of rural asswts by way of landholdings— 
and in regard to ethical competition, and 
what Mukerjee then described as ‘com- 
munalism' but which is essentially a view 
of the ‘community’, arising from the 
habits, institutions and adaptations of the 
complex needs of rural communities 
today. He stressed the sociological view of 
industry by emphasising the differences 
between the postulates of classical 
economics as it has evolved in western 
societies, and the conditions and cn- 
cumslances as they have emerged in India. 
In 1917 he delivered a leciure on 
Agriculture and Industrialisation at the 
St Stephen’s College, Delhi, where 
Mahatma Gandhi presided. It would be 
interesting to compare Mukrrjec's thesis 
with Mahatma Gandhi’s concluding 
remarks: 

Gandhiji emphasised ihe importance of in¬ 
vestigation into Indian poverty, the deserted 
village and ihe unhealthy factory conditions 
dclincaicd m Mukerjee"s address Ihe prin 
ciples of western economies could not, he 
observed, be applied as they were to Indian 
conditions in the same way as the rules of 
grammar and syntax of one language would 
not be applicable to another. (Baljit Singh, 
'Mukerjee as a Pioneer in Indian Economics’ 
in The Frontiers of Social Sciences publish¬ 
ed in honour of Radhakamal Mukerjee by 
MacMillan and Co, Ixmdon, 1955) 

Many today are not aware that even as 
a student, Radhakamal Mukerjee devoted 
himself to adult education and to the 
build-up of co-operative banks-work 
taken up by him as evening pastime - 
updating the ledgeis ol co-operatives 
whose members were illiterate, services 
rendered free. For Ins pains, he was once 
detained by the police for a day in 1915, 
when they suspected that these activities 
were a cover for 'terrorist' contacts and 
activities. Though he had to give up what 
was then deemed to be ‘subversive’ (or at 
any rate, suspicious) activities like adult 
education in rural Bengal because of a job 
offer in Punjao, Radhakamal Mukerjee 
resumed his interest in the co-operative 
movement after he joined the Lucknow 
University. His interest in adult education 
and night schools was revived in 1953, 
after his retirement from the University of 
Lucknow. Transformation of the Indian 
rural economy was his enduring passion; 
and his economic ideas took their root in 
this over-riding passion. 1 must add that 
this passion got tempered by a deeply 
religious mental make-up. It was his deep 
piety which turned a possible revolu¬ 
tionary into a compassionate humanist, 
his religiosity eventually making htm a 
philosopher-cum-teacher rather than an 
activist and a radical reformer, even 


though in economic thinking he belong¬ 
ed to the latter category. 

Radhakamal Mukerjee’s writings in¬ 
dicate the vast range of his interests, and 
his deep and abiding concern for issues 
he considered to be relevant for India; they 
are also indicative of his deep compassion 
for the poor in India, and his desire for 
a pattern of development that would suit 
the poverty-stricken rural masses in India 
(as also the urban factory worker, 
uprooted from his familiar environment, 
weaned away from his family). Alone in 
his generation, Mukerjee evinces acute 
awareness of the ecological imbalance 
which has over time been creating pro¬ 
blems of increasing desertification of 'his 
country This concern appears first in his 
Rural Economy of India and is later 
reflected in many other of his publica¬ 
tions. As adviser to the then princely state 
of Gwalior, Mukerjee’s first concern was 
with soil stabilisation in the district of 
Bhind, in the ravaged Chambal Valley; 
and his report entitled 'Planning the 
Countryside’ is considered by technical 
experts as an extremely useful one, which 
takes note of the deep ravines which 
characterise the area, and where a com¬ 
bination of forestry, agricultural, 
sylvicultural and animal husbandry 
development war recommended by him, 
as a holistic solution not only to the 
physical land deterioration problem but 
also of the livelihood of the people of this 
area. 

We speak today of local ‘watershed area 
planning’. The need for it was foreseen by 
Radhakamal Mukerjee more than half a 
century back, and his recommendations 
would be valid today fot an increasing 
part of the rural landscape in India. 

Finally, as far back as 1933, Mukerjee 
wrote in The Land Problems of India : 
Real democracy in India is incompatible wiih 
Ihe increase of a class of landless proletariate. 
The way towards Swaraj is a devious path, 
hut this difficulty has not hitherto attracted 
the attention it deserves, viz, that there can¬ 
not be any true Swaraj, unless we have a pio- 
per utilisation and equitable distribution of 
(and resouiccs 

It is to a consideration of the more general 
problem ol extracting a ‘surplus’ from 
land that 1 now turn. 

II 

Before I come to the issue of ‘surplus’, 

1 must briefly mention that there are two 
broad schools of thought in regard to 
‘development models’ or what I choose to 
call development paradigms. One seeks to 
explain development as the result of the 
investment of a “surplus'— attracted from 
the workforce—for further investment, 
for introducing what Bohm-Bawerk called 
'roundabout methods of production’, 


which in turn not only allied fiortRe 
expenditure of labour on the production 
of equipment such as would improve the 
productivity of labour but which also re¬ 
quired a ‘sustenance fund’ for labour 
during the production cycle While this is 
true even of agricuture—between sowing 
and harvesting time—in agriculture, the 
peasant farmer himself provides the grain 
to sustain his family during the produc¬ 
tion ptocess. The need for such a 
sustenance fund grows with industrialisa¬ 
tion process, as the cycle of production 
gets longer and longer. Also, with increas¬ 
ing division of labour, the worker gets 
dissociated from the ‘management’ of 
production. This is where the need for the 
extraction of a ‘surplus' from current pro¬ 
duction becomes paramount. 

The other model of development calls 
tor a little more of explanation, and will 
be discussed later. 

The earliest discussion of ‘surplus' can 
be traced back to the physiocrats, who saw 
all wealth originating from agriculture— 
which was to be extracted by the lords and 
-''-■He* from the peasantry—though 


even prior to the Physiocrats, the meican- 
tilisis thought that wealth could be 
generated only thtough trade and the ex¬ 
ploitation of other countries (evtn to the 
extent of brigandage). In a way, the foun¬ 
dations of modern economics may be 
traced back to Adam Smith. The partial 
equilibrium theory evolved by Alfred 
Maishall can really be traced back to 
Smith’s concept of the ‘invisible hand’ of 
the mar net system (and tne concept of 
‘enlightened self-interest’ of every in 
dividual) as instrumental in bringing 
about an optimal allocation of resources, 
and a surplus accruing to the entrepreneur 
mediated through the market. Even 
though Marshall’s theory is based on the 
‘marginalist’ approach, market demand 
(as an aggregation of individual pre¬ 
ferences) and market supply (as an ag¬ 
gregation of individual supply responses) 
getting equated at a point where marginal 
revenue was equal to marginal cost, there 
was still room in the Marshallian system 
for entrepreneurial profit. 

I come now to the other model of 
development Walras’ ‘general equili¬ 
brium’ theory took the marginalist ap¬ 
proach a step further. The simultaneous 
determination of all prices—of both com¬ 
modities and factors—through the 
interaction of demand and supply in the 
market, made ‘surplus’ disappear; and 
yet, under the WalrasiaH system we do get 
(he most optimal (and efficient) alloca¬ 
tion of resources, thereby leading to the 
maximisation of the social product. Thus, 
under ideal conditions (not only of free 
competition but also under certain other 
basic assumptions), welfare gets maximis- 
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diet ft afto meditated optimally through jfhntterstar using Whites* labourers for surplus from the tenant farmers-tumed- 
the market, through simultaneous product working their own estates), in the US there peasants by way of cheap rice (through, 

and factor pricing). was no landlord class. The process of new for instance, payments for the transfer of 

The diverse assumptions on which the colonisation of land enabled the ‘staking land in Taiwan) which enabled industrial 

Walrasian 'general equilibrium’ theory is out' of the amount of land which a family wages to be kept low for the industrialisa- 

based need not detain us here. Suffice it could till—which was recognised as own- tion process. 

to mention that the approach is essentially ed by that family—which made the US Wherever one turns, Europe, the 
‘maiginalist’ assuming, first, that the ag- agriculture a wholly peasant-oriented Americas (both North and South), East 

gregation of ail individuals’ preference agricultural system, wherein the only Asia, one Finds a variegated pattern, with 

gets properly revealed in market demand; (landless) labourers were the slaves im- a vast array of relationships between 

secondly, that the aggregation of supply ported from Africa in the southern part landlords, peasant cultivators, poor 

responses is similar and harmonious; of the country, whereas in the rest of peasantry, sliarecroppeis and landless 

thirdly, the simultaneous determination the country, it . was progress towards labourers. 

of both commodity prices and factor 'capitalism from below* as Lenin describ- This is particularly true of India. The 
prices—which are assumed to be perfect- ed it. What Lenin did not foresee was that abolition of the /amindari system soon 

iy substitutable in response to market the independent small farmer would per- after independence did abolish the very 

signals—brings about an equilibrium with sist, that it would have a strong lobby for large zamindars/taluqdars, but there 

optimal allocation of all resources; and State support, and that the US agriculture gradually developed a highly complex 

finally, that the problems of production would survive as family-dominated farm- agrarian pailern, with commercial 

and distribution are thus resolved ing despite mechanisation and enormous (capitalist) farming in the north-west 

simultaneously. Thus, while there is no technological improvements. In fact, in (Punjab, Haryana, western UP) and a mix 

surplus, the frontiers of production are the face of continuing agricultural over- of peasant farming, sharecropping, and 

exploited to the full. Even leaving out the production in the aftermath of the Great an extensive land-lease system in the rest 

question of ‘indivisibilities’ and ‘exter- Depression, the Rooseveu government of India. (Even in Punjab, land-lease is 

nalities’in regard to investment, it is this embarked upon a series of State interven- prevalent in extenso, small proprietors 

Last assumption, namely, the simultaneous tions encompassing acreage allotment, leasing out their land to larger landholders 

solution of the processes of both produc- market quotas, support prices, parity for mechanised commercial farming.) The 

tion and distribution, which leads to the payments, conservation programmes, crop complexity of the relationship has reached 

greatest aberrations in real life. insurance programmes, purchases by the such dimensions that small landowners 

As contrasted with ihe ‘general Commodity Credit Corporation and sub- sometimes lease in extra land, sometimes 

equilibrium’ approach, we have the stdised export under various aid program- lease out their land, and both these small 

classical theory starting with Ricardo, mes. In the event, the US model is not landowners work in their own and others’ 

which discusses the problem of ‘surplus ‘capitalism from below’ in the Marxian farms as well as employ farm labour, 

value’as the difference between the social sense, but‘petty commodity production’ While there does exist a large class of 

product and the part of output necessary albeit on a large scale, sustained by a totally landless laboureis, there is no clear- 

for social reproduction. Karl Marx drew powerful capitalist State. cut distinction between the capitalist 

heavily on the Ricardian principle of The history ol agricultural development farmer and the proletarian worker; there 

labour being the source ol ati value in other parts of the world has been varied is a vast-array of rich, middle and poor 

generation in the production process and diveise; from the Junker capitalism peasantry with a large army of landless 

(fixed capital being nothing more than (following the abolition of serfdom) in workers; and among the middle and poor 

past labour embodied in the lorm of Prussia, to the development of a complex peasantry, there are complex systems of 

machinery). Marx’s approach was con- scheme of a poor and middle peasantry leasing-in and leasing-out of land, while 

cerned essentially with the process of in France (following the French Revolu- there is also a large percentage of 

industrialisation, as he saw it in 19th cep- tion), with continuance of sharecropping sharecroppcis who do not own any land 

tury England. His discussion of the in much of France (particularly in the cen- but woik the lanti (with Iixed or varying 

agrarian question is somewhat perfunc- tral, southern and western parts of the peicentages of share in the crop). Of late, 

tory; the feudal system as he saw it had country) up to the immediate post-war crop sharing in exchange lor groundwater 

to give place to capitalist agriculture—as years. (trom a neighbouring (arm with a tube- 

indeed it did in 19th century England— The Japanese, Korean and Taiwanese well) is also on the increase. How precisely 
with the classic (Marxian) pattern of experiences exemplify the variety of forms ‘surplus’ is extracted in tins agrarian 

‘dispossession and proletarianisation’ of ot organisation of agrarian production, framework will be briefly illustrated m the 

Ihe peasantry. While Marx’s own inter- Until the secod world war, the Korean final section, with an illustration from real 

pretation of the agrarian question was and Taiwanese farm economies were life based on a nncro siudy of a village 

partly flawed, other writers (including dominated by Japanese imperialistic ap- economy in the South Aicot district of 

Engels, Lenin, Bukharin, Kautsky and a propnation of agricultural surpluses—by Tamil Nadu 

host of others) foresaw and spoke of wav of cheap rice—to fuel Japanese in- I have gone to some length in describ- 
widely differentiated peasantry and vary- dustrialisation Alter the war, MacArthur mg the pattern ot ovsncrship/tillage in 

ing peasaht-landlord-tenant-labourer rela- introduced sweeping agrarian reform in India, even in the 90s of ihe 20th century, 

tions that have evolved over time in dif- Japan that has resulted in 'protected' pea- to emphasise ihat the agrarian relation- 

fercnt parts of the world. sant farming in that country. In both ships which have evolved over time are 

As an example, one could cite Lenin’s South Korea and Taiwan, while Japanese complex; and simple formulations—either 

characterisation of the‘American Path'. appropriation has ceased after the Second of the neoclassical variety or of the 

Whereas in England, as Marx saw it, World War, and the post-1945 land reform pattern envisaged by Karl Marx—do not 

agriculture was‘capitalistic’in the sense imposed by the Americans has establish- always fit into the ground situation, 

that the ‘enclosure movement’ destroyed ed a genuine peasant class (all of them Marxian thought after Marx does go in- 

the English peasant society, with large with relatively small holdings) a strong to the >ssuc of‘diIferentiated peasantry’. 
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but the final dissolution of the peasantry 
into capitalist and worker has not come 
about, with ‘middle peasants’ still quite 
important. 

Why have I spent so much time on the 
agrarian question? This is because that 
was the central question addressed by 
Radhakama! Mukerjee, in diverse writings 
on this and other related issues. And it is 
an evidence of Mukcrjee’s deep insight 
that the issue remains central to the Indian 
development problem even today, some 7 5 
years after he first raised the problem. 

It is against this background that 1 now 
turn to a re examination of the extant 
theories of 'surplus' arising ftorn the pro¬ 
duction process, and the relevance of 
Radhakama! MuKerjec’s highly perceptive 
statement that "the attempt lo foicc 
systems and methods of mdustiial 
organisation, economic arrangements and 
institutions which have adinuably suited 
a different geogiaphic environment, will 
always be futile” it will be my efloit to 
see where the ground reality tests in this 
complex problem ol economic develop 
men! ol poor societies 

HI 

I have briefly enumerated some of (he 
assumptions of the exponents of the 
marginahst or 'neo-classical' theory— 
though I confess that I have not gone into 
the subile variations of apptoach among 
recent neo classical economists. As slated 
earlier, theie is no possibility of the 
emergence of a ‘surplus' in the Walrasian 
schema, (hough the allocation of 
resources tfunugh the mediation ot the 
market is always optimal. How, then, does 
one explain the persistence of under¬ 
development in many countries? While 
some ascribed this phenomenon (o the 
pattern of 'preferences’ of some 
societies- recall m this connection the 
thesis ol a backward sloping supply curve 
lor Indian agiiculturc -the dominant 
view was that certain stiuotur.il rigidities 
(including peculiarities of (actor en 
dowments) were responsible lor continu¬ 
ing underdevelopment I he deficient 
supply of certain kev resomces like lack 
of savings and lack ol capital equipment, 
the balance of payments constt.unl which 
prevented the import ol the required 
capital goods, lack ol skills, and even lack 
of an entrepreneurial class- was felt lo be 
the bottleneck in respect ol which diverse 
prescriptions were suggested bv different 
experts. One view was that the highly 
adverse man.land ratio in some of the 
populous countries was the major reason 
for continuing underdevelopment. Various 
strategies were suggested, all within 
the broad framework of neo-classical 
economics. Arthur lewis was the first to 


emphasise the importance of education, 
for the improvement of skills, blit the 
attention of other mainstream economists 
was focused on how to break the para¬ 
digm of low capital investmeni, low pro¬ 
ductivity and low savings. 

It is important at this point to bring in 
Keynes, though he was nor concerned w ith 
the problem of development but with 
the persistence of unemployment in a 
developed capitalist, industrialised society. 
In his General Theory (1936), Keynes 
challenged the neo classical dictum that 
the market system can successfully 
mediate the achievement of full employ¬ 
ment. Keynes developed a new dynamics 
of the 'multiplier’ effect of investment on 
output and employment; investment could 
be an autonomous variable for shaping 
output (and employment). The influence 
of ‘money cication' by the State could 
shape changes in the economy through in¬ 
creased employment and output arising 
Irom the ‘multiplier’ effect of increased 
money income. 

Despite his valid questioning of many 
ot the assumptions of the marginahst ap¬ 
proach to supply/demand equilibrium, 
Keynes did not question the basic proposi¬ 
tion concerning resource allocation in 
neo-classical theory. It was Htrschmann 
who extended the Keynesian proposition 
concerning ‘autonomous investment’ to 
the theory of the ‘big push’.. Of course, 
way back, in the early 50s, Ragnar Nurkse 
had outlined how, in an underdeveloped 
economy, underemployed labour could be 
used for investment; but the problemali- 
que of development was given a theore¬ 
tical framework within the neo-classical 
system, through the ‘big push’ in the mat¬ 
ter of investment. It was Kalecki who 
came lo an approach similar to that of 
Keynes—but in a more consistent manner 
in that Kalecki reached his conclusions via 
the Marxian approach to the problemati- 
que of development—but 1 do not pro¬ 
pose to dwell on the Kalccktan viewpoint 
because my focus is on neoclassical 
theory. 

The neo-classical approach—with many 
subtle variations or shades of emphasis 
among different authors—misses out an 
important real-life issue; the extant pro¬ 
perty relations determine very largely the 
distribution of the social product. The 
problem of distribution of output does 
not get resolved satisfactorily with the 
problem of optimising output, when these 
are both sought to be resolved through the 
market system. The focus of neo-classical 
economists is on productivity changes, 
based on the production function and 
changes therein arising from innovations, 
and responses to market incentives. The 
fact that market relations are themselves 


, .. ■ 

determined very largely by the townenhq 
of resources’ is not considered at til. 

In defence of some neo-classidsts it car 
be stated that they envisage State interven 
tion by way of ‘direct taxation' to brinf 
about some degree of egalitarianism ir 
purchasing power, and also by way of the 
provision of *public goods’ either ftec ot 
at a nominal price to ail citizens. In most 
developed societies, there also exist divers* 
social security systems for the un¬ 
employed, the aged and the weak. In most 
developed societies, education—up to i 
certain minimum standard—js free; and 
in many, even health service} are provid¬ 
ed at a highly concessional price. But that 
is not a paradigm consistent with the 
theory of maximisation of welfare 
through the market system where factor 
pricing as well as commodity pricing are 
left to the market mechanism to mediate. 
Indeed, the very fact of the need for such 
State intervention is evidence—if proof 
were needed—of the failure of the market 
system to ensure an optimum output and 
optimal factor shares. This is where the 
neo-classical approach is found wanting, 
and one has to go back to a separate 
theory of value and of distribution. This 
is where the classical and the Marxist 
theories prove to be superior in that they 
take note of production relations as deter¬ 
mining the distribution of the social pro¬ 
duct, and the increasing diversity between 
the value of product and the income 
received by the producer. 

The dynamics of resource allocation 
cannot, therefore, be separated from the 
dynamics of production relations. Even if 
the Marxian interpretation of the evolu¬ 
tion of capitalism has turned out 
historically to be flawed and empirically 
incorrect, the Marxian analysis of the ac¬ 
crual of ‘surplus’ in the light Of produc¬ 
tion relations remains much more ap¬ 
propriate to real-life conditions than the 
neo-classical explanation based on the 
premises of general equilibrium theory. 

How else does one explain the fact that 
after four decades of planning, con¬ 
siderable overall industrial growth as 
well as significant overall growth of 
agricultural production—certainly at a 
rate much higher than ever observed in the 
past—some two-thirds of the Indian 
population still remains engaged in 
agriculture, and about half of this popula¬ 
tion (plus some part of the urban pro¬ 
letariat) in India subsists to this day below 
the poverty line? 

IV 

Where does all this lead us? First, that 
if the 'surplus’ in India has grown visibly 
in four decades of planning—after all 
gross domestic saving has increased from 
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swue iu per obbi 01 uie uur in iyw 10 
between 21 and 22 per cent 1990-91— it has 
obviously been extracted from the rural 
populace. Industrial capital was in a 
nascent stage after independence, and in¬ 
dustrial capital has grown quite signi¬ 
ficantly in the past four decades, with visi¬ 
ble increase in the inequality of distribu¬ 
tion of income and wealth in the coun¬ 
try. Second, this ‘surplus’ from the rural 
populace has been mediated through the 
State, inflation (through deficit finance) 
and the terms of trade (between agri¬ 
culture and industry) being the in¬ 
struments for the extraction of this 
surplus. Incidentally, this mediation by the 
State extends to the provision of urban in¬ 
frastructure for industry (at little or no 
cost to the latter), provision of credit as 
well as capital finance at concessional 
rales to industry, and diverse other in¬ 
terventions (including a public distribu¬ 
tion system primarily for urban workers). 
Recent policies, oriented to investment 
and production in response to market 
signals, are also skewed heavily against the 
•have-nots’ of Indian society, for property 
relations in India are certainly much more 
skewed today than they wete after 
independence. 

That ‘development’ under the neo¬ 
classical model can lead to an accentua¬ 
tion of inequalities and of poverty among 
large sections of the population is ex¬ 
tremely well illustrated in a micro study 
of a village. This has been carefully docu¬ 
mented in respect of village Iruvelpattu, 
12 kilometres away from the market town 
of Villupuruam in the South Arcot district 
of Tkmil Nadu. It is fortunate that this 
village has been surveyed in 1916, in 1937, 
in 1961 and again in 1981. It has an area 
of 1131 acres, of which close to 700 acres 
are now cultivated. The population of the 
village has grown but only marginally, ow¬ 
ing to emigration. The village was 
surveyed intensively in 1981 by S Guhan 
and Joan Meneher and their findings arc 
recorded in a two-part article in this jour¬ 
nal (June 4 and 11, 1983). 

In 1937, the village obtained its drink¬ 
ing water from a spring channel. In 1981. 
the village had drinking water supply 
(from a tubcwell with an overhead tank). 
Electricity had come to the village, and 
as many as 41 private houses had elec¬ 
tricity connection (in addition to eight 
street lamps). There were three tractors, 
two cars and one truck in the village. In 
1981, there were a total number of 323 
households in the village. 

One need not go into all the details, but 
Ouhan and Mencher’s findings are worth 
recounting. In 1981, there were 78 
tubewells in Iruvelpattu, of which 65 wete 
operated by electricity and 13 by diesel 
pumpsets. The per acre yield rate of paddy 


had increased from 1,110 kg per acre to 
2,330 kg. In 1981, as much as 87 per cent 
of the cultivated area was devoted to 
paddy, S per cent to sugarcane, 2 per cent 
to millets and 6 per cent to other crops. 
(In 1916, by contrast, 76 per cent of the 
area was under paddy, 10 per cent under 
millets, and 14 per cent under other 
crops.) 

By all account, in aggregative terms, 
development has come to Iruvelpattu. But 
Guhan and Meneher found that wage 
rates in terms of paddy units were the 
same for men in 1981 as in 1937; for 
women the wage rates were lower. Guhan 
and Meneher made detailed calculations 
of the cost of living and found that at 
Rs 2,738 of annual income per family it 
would hover around the poverty line. In 
1981, the highest income of an agricultural 
labour family was Rs 1,645, while the 
average was Rs 1,350. As many as 200 
agricultural labourer families, or 62 per 
cent of (he total number of 323 house¬ 
holds in Iruvelpattu, were ‘absolutely 
poor’ 

Meanwhile, one big landlord owned 39 
per cent of the village land in 1981 (against 
25 per cent owned by that family in 1937). 
The family owned 35 other houses, and 
28 of the village's 78 pumpsets. The trae 
tors, truck, cars all belonged to the same 
person, who also owned a rice mill, urban 
properties and other financial assets. 

In aggregative terms, development l^ad 
doubtless come to Iruvelpattu, but most 
of the benefits were appropriated by one 
family, with some benefit going to a few 
others. The populace, by and large, had 
lost out heavily in the process. 

This "micro’ village level situation in 
Iruvelpattu is, in my view, repeated 
thioughout the country with a few excep¬ 
tions. In ’macro’ terms per capita growth 
of income means nothing to the large 
majority of the working population. Tin- 
‘initial’ ownership of assets and resources 
has helped one family in Iruvelpattu to 
appropriate most of the benefits of 
development, which has been tuought 
about through State effort. The ‘surplus' 
for India’s growth, howsoever tardy, has 
likewise come from the rural poor. 

Radliakamal Mukerjee instinctively 
foresaw this. He endeavoured to promote 
ep-opcrativcs in the rural areas; he spent 
considerable time and energy on the pro¬ 
motion of adult literacy; he recommend 
ed policies which were ‘community 
oriented’. He even discounted the impor¬ 
tance of modern industry in the India of 
his day, and constantly strove to improve 
the ecology, the moisture content of the 
soil, the cultivation practices and living 
conditions in the lural areas He was for 
decentralisation of industrial growth and 
of economic activity. Even in ihe matter 


of industry, he felt small manufacturing 
units (with small electric motors) should 
be promoted. 

Today we talk of Panchayat Raj, but we 
have concentrated enormous authority— 
by way of control over finance—at the 
level of the central government. Today we 
spend some Rs 6,500 crore annually on 
Centrally Sponsored Schemes, primarily 
to alleviate poverty and to provide support 
for nutrition and health to the poor. And 
yet, we are reluctant to pass on real 
authority to the village panchayats to take 
up ‘local area planning’ on the basis of 
the funds currently expended on welfare 
programmes which rarely reach the 
intended beneficiaries. We refuse to go in 
for a system where the ‘surplus’ 
emanating from labour can be used for 
Ihe improvement of the living conditions 
of those whose labour created the surplus; 
wc refuse to allow that 'surplus’ to be used 
for creating capital assets which would im¬ 
prove the productivity of the labour whose 
surplus we have been appropriating to 
piomote industrial growth. 

Surplus’ arises from hOman labour If 
the benefits of the surplus accrue to the 
labouring population in the rural areas, 
they can be put in a position (o benefit 
from the accumulation process; they can 
quickly gel out of the syndrome of low 
income, low saving, low capital, low pro¬ 
ductivity and consequent low income: The 
market system cannot alter this syndrome 
until properly relations are changed or 
unless Stale mediation can change the 
scenario m regard to the use of the surplus 
arising hotn the labour of the rural 
population for the benefit of that 
population. 

Radhakamal Mukerjee’s dream of a 
prosperous rural India, his endeavour to 
get all problems looked at in a ‘holistic’ 
manner, soil remain a dream in the India 
of 1992, because the model ot develop¬ 
ment we have chosen is based on the neo¬ 
classical concept of the economic process 
which gives primacy to ‘market mediation’ 
as the bcsi means of resolving the issues 
of both pioduction and distribution. This 
model of development ignores the funda¬ 
mental role of properly relations in not 
only determining the distribution of the 
social product bui also Ihe very pattern 
of production 
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The Role or a €< 
in the New 





Extracts from the speech delivered by Shri K L Chugh, Chairman, I.T.C. Limited, 
at the 81st Annual General Meeting held on 5.8.92. 

the skills and the investments which make it the lowest-cost producer 
in the world 

* It is of crucial importance for Indian corporations to go into 

world markets and to become India's multi-nationals 
abroad, with markets, and, later, production centres spread 
across the globe » 

* We need to attract foreign investors to make Indie their 
home base for their world markets. Acknowledging that the 
free flow of money is an integral part of Globalisation, we urge 
the early introduction of full convertibility of the Indian rupee. 

If we succeed in attracting foreign investment, then it 

would be possible for the Government to re-«llocate an even 
higher proportion of the 5 Year Plan investment into the rural 
sector. This will have its own beneficial impact on the total 
economy, as India's prosperity is entirely dependent on the 
Shri K L Chugh rural, farm economy. 

* To successfully participate in the world economy, we need to build 
Your Company today is India's largest corporation in the private strategic alliances - not just between trading blocs, but between 

sector m Exports and Agri-businesses, two areas of national priority; corporations, and not just between foreign partnersand ourselves, 
and contributes over 2% of all Central Government revenues; 1 % of but partnership within Indian industry itself 

India's foreign exchange earnings, and provides livelihood, both _--—--—,, , - yj i kTOSa i 

directly and indirectly, to over 1 % ol India's population, including one ft TlWfif If) GlobaHsatiOilrl 

million farmer families I—--——-——— ,. „- . i « ;l 

_ _—-—-- It is obvious that Globalisation is nothing more than integrating 

THc NCW India National markets with the Global market The timing is perfect. The 

_ . _____ Consumer Movement is now a fact of life m our country as well. 

t will be my endeavou- ,n my speech today, to sham some Ours is a high cost economy with a high cost of capital, with 

ights on how we can make India an economic super power unusually h,gh costs of energy high cost of infrastruc ture and 

„t 10 years and abolish poverty and want from our punitive levels.of taxation, whether direct o. indirect This bu denis 

’ ~ today carried by all Indians, including those who uve m our villages 

7o so, we must develop a common understanding of what ,s ,, » the ’O'e of corporations in .mprovmg the standard 

it by Globalisation This common understanding will enable us to of living of out people in the New India’ 

uuysm.ua * Firstly all corporations must help to develop a common 

ne opponunt ies available toe,< Ountrv 7^c' e ; r ' y n he 'P U '° understand.ngofGlobuh.ahonandcreate an atmosphere which 

lop a National Programme nf Reconstruction & Reo,lentation ^ to m ’ ke lndia a Centrf . of productivity in which 

jccelerate economic pmsoenly _ _ delivering international Quality, at a competitive cost 

_ .... . _ /’l becomes the mission of each organisation. 

SlODallSatlOn & WFtflX IX WlCflnS ^_j * Secondly, we need to idenffy sectors where India has a natural 

~~ - ~ advantage, develop a consensus on an ideal strategy for the 

obalisation puts an emphasiso- consumer concern, delivering to y.gorously implement that programme 

e consumer the very oest guaHty, .n the most cost efficient . Fina||y corporatjon 9 muJt y co ,, a borate with each other in 

snner possible ... . . . India's interests and jointly develop with Government a 

obalisation also entourages competition It ,s this competition to -partnership an d mutuality of Interest', 

rn consumer support that results m a ■ ontinuous g oba searc We must encourage our corporations to become internationally 

r whal Ihe consumer needs and an ongoing programme on how competltlve , n prof , t , ba5ed on , he qua |, t y a nd productivity of their 
create and deliver ihe f'est pioduct offers Otherwise, Globalisation will remain an empiy dream 

obalisation. therefore, beromes a co operative venture where Wc need to take pride in the success of our corporations 

ganisat ions and people complement and supplement each other and and * nt0 urage them. We should help each other 

the service of the consumer It is for this reason, that we now see to achieve 

e international tiend to souice 'aw material from one country, ^ __ _ . __ _.—„---- 

ocess It in another country and then market it world-wide . , -i- Li- Bcstoc in tho Maw India ' ■'/ '< 

obalisation leads to ouahty assu.ance and ,1 is as a guarantee of | UW CfSHip WQI0> in W» WW l OOfa J 

eir Quality that manufacturers brand their products the responsibility to globalise India will demand new 

obalisation. therefore, means a borderless world, where there is styles of leadership because leadership plays a key role in the 
free exchange of money, ideas and expertise, fostering management of change. 

irtnerships and alliances to serve ihe consumer best * Leaders have to alter their own mind-sets and discard the principle 

nally. Globalisation teheson the- Quality of People No initiatives, of "Leader's prerogative" Instead, all of us must focus on "our 

y innovation, no solutions aie possible without outstanding own responsibilities and the rights of others". We must 

;opie focus on fulfilling our responsibilities end taking care of 

_ _____ others' rights. This will ensure that we are one team 

filnhalicatinn A the OnMltimMif * In the past organisation structures have been perceived as 

Globalisation tfc tn« upporcvnraos WIT, py,****. With the leader perched right at the top. directing 

MWlia __ . ■ I from a position of authority. In an era of rapid and continuous 

Indiahas a ter r,f u opportunity to hecome the premier Production change, we need to him this pyramid upside down, 
tre of the World In an inverted pyramid, the leader is at the bottom, carrying as it 

In several sectors, particularly in agro based industries, India Has were, the burden of responsibility. 
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It will be my endeavuu 1 in my speech today, to share some 
thoughts on how we can make India an economic super-power 
in Just 10 years and abolish poverty and want from our 
country. 

To do so, we must develop a common understanding of what is 
meant by Globalisation I Ins < ommon undeistanding will enable us to 
see the opportunities available to our < Ountrv more clearly, help us lo 
develop a National Programme of Reconstruction & Reonentation 
and acceleiate economic pmsoenty 

[ Globalisation & What it Means 

* Globalisation puts an emphasis on consumer concern, delivering to 
the consumer the very best quality, m the most cost efficient 
manner possible 

* Globalisation also encourages competition It is this competition to 
earn consumer support that results m a continuous global search 
for whal the consumer needs and an ongoing proyrammeon how 
to create and deliver ihe best pioduct 

* Globalisation, therefore, beromes a co operative venture where 
organisations and people complement and supplement each other 
in the service of the consumer It is for this reason, that we now see 
the international tiend to souice 'aw material from one country, 
process it in another country and then market it world-wide 

* Globalisation leads to duality assurance and it is as a guarantee of 
their Quality that manufacturers brand their products 

* Globalisation, therefore, means a borderless world, where there is 
a free exchange of money, ideas and expertise, fostering 
partnerships and alliances to serve Ihe consumer best 

* Finally. Globalisation tehes on the Quality of People No initiatives, 
no innovation, no solutions aie possible without outstanding 
people 

Globalisation ft the Opportunities tar 
India _ _ , . | 

Indiahas a tcrrdn opportunity to hecome the premier Production 
Centre of the World 

In several sectors, particularly in agro based industries, India has 
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fn today'! ebwonment, the Central Government needs to play 
the role much like /span's MITI. which manages the country's priorities 
in the everchanging global economic constellation 

To illustrate the opportunities for India, permit me to cite a few 
examples from ITC's knowledge and experience 

11 — --—;- - -»— - 

GtoMiMtkMi fh*oit§§t bting th* World's 

mmkMoh t^Hfitni^lndio's Tobacco . ’ 
f&twmn m WoridL—df» 

India's farmers have been growing tobacco for centuries and 
your own Company has been in this business for ovei 80 years, 
supported by a community of one million farmers who create wealth 
from rain-fed soils Based on our knowledge of this business, both m 
India and abroad, we must ask "why should not India's farmers 
become the suppliers to the world 

* Contrary to popular belief, world tobacco consumption is growl ng i 
at 2% annually mvolume Though India is the 3rd largest producer j 
of tobacco, i* is only the 9th largest exporter m this category, with ! 
a 4% share of world trade in leaf tobacco 

* Asrecentfyas1965.Bravilwasunrepresentedmworldtradeinleaf J 

tobacco Today, as consequence of s National Strategy, y|je , 
country has a 13% share of the world tobacco trade, much j 
ahead of India's 4% share. Farlier we were ahead of Bianl ar d 
now we are well behind Had we achieved Brazil's share of the 
world tobacco trade, India's foreign exchange earnings 
from this sector would have been Rs. 1600 crores in the year 
ended March 1992 and not Rs. 400 crores. j 

* If we take the example of the USA, wh» h is a traditional grower | 
and exporter of leaf tobacco and cigarettes it has generated a 
total trade surplus on account of tobacco and cigarettes of 
4.8 billion US dollars, an amount that could more than 
neutralise India's trade deficit. 

* We should, therefore, set for India a target of increasing our j 
Share of world tobacco trade from 4% to 20% in 10 years. On 
current prices, this will mean a growth in export earnings 
from Rs. 400 crores to over Rs. 2SOO crores, annually. 

* As our quality and volume of tobacco production increases, 
we will progressively attract International cigarette 
manufacturers to think of India as a Production Centre for ; 
their world markets, rather than |nst look upon it asa source tor ; 
leaf tobacco This wTI lead us into the woild trade in cigarettes, 
which is currently computed at 25 billion US dollars and growing ! 

* What are India s advantages in this seclor? One million fanners, | 

fluent m the cultivation of tobacco a seme of wealth in ram fed j 
regions, acropthat hasa full range of tobacco styles, athree crop ; 
cycle' amongst the lowest leaf growing and processing costs • 
anywhere, a well established tobacco and cigarette processing 
network 1 

* What then do we need to do to build on this advantage 1 A stable 
regime of indirect tax on cigarettes that encourages qual'ty , 
upgradation and volume expansion m the domestic, market, as a 
guarantee of off-take from farmers This will encourage demand 
for quality tobaccos, whichare exportable, consequently, agriiwing 
share in leaf tobacco export, based on quality, and eventually , 
attracting International Brand Owners to invest in India making it 
the world's Production Centre 

Globalisation through Brand Equity: How 
Exports c an pay for Imports 

Till recently, irhport of edible oils was a serious dram on India's 
foreign exchange, involving an out flow of over Rs 1,000 crores 


annually, second only to petroleum products This situation has been 
altered dramatically following thecreation of the Technology Mission 
on Oilseeds As a consequence 

* Large business houses entered this area and more continue to do 
so, building a partnership between Agriculture and Industry. 

* The benefits of this National Policy have brought about a 
transformation in the status of the oilseeds sector India's farmers 
have increased oilseed production by over 60 0 o in just five years, 
corporations such as yours have g ven an organised thrust to 
exports of deoiled meal 

* This demonstrates what focussed National Sfraiegtescan achieve 
This demonstrates what Indians ran achieve in India 

I am very proud to say that within just 4 years, your Company's 
high quality brand "SUNDROP" has developed into the 
country's largest sunflower oil. You will be glad to leam that 
there is potential demand for "SUNDROP" in markets in West 
Asia and Singapore. 

Globalisation through Knowledge-Power: 
India as the Software Centre of the World 

Information Technology is already amongst the fastest qrowing 
industries in the world If is m tins field that Indian professionals 
located in the USA and Europe have earned high esteem for India 
through their skill and expertise 

Your Company hasa rapidly expanding presence m this area, with 
strategic alliances already in place with two leading US Software 
giants LOTUS and UNIFY Concurrently, our 1JK operations ate 
providing consultancy services 'o leading iridustr iat houses in Europe, 
USA and the Far Fast, strongly backed by Software Development 
Centres at Bangalore and Calcutta 

Indian Corporations go Global ; India's 
New Sogoshosha 

Many years ago, large Japanese coipotations started marketing 
Japanese products across the world P-ey took responsibility for 
maiketmg the products of several lapanese companies, including 
small manufacturers who could not afford a marketing network of 
their own Then only consideration was that the product was Of 
International quality and produced at a competitive i ost 

These Japanese corporations represented the marketing arm of 
thp lapanese people and in time, these lapanese cotporations 
started trading in non Japanese piodurts and services as wet! By 
doing so they developed marketing networks, across the world and 
today dominate World markets' 

Learning from this experience ITC hasiaum hedITC Global Ftoldirigs 
with ,ts headquarters at Singapore i f C Global will play the role ot an 
Indian Sogoshosha and is already sou'emg business not just for ITC 
but for a laicje number of other Inch in corporations as well I am 
confident th'S small step will heip Ind.a s entry into World markets 
f inal'y, may ’ state the obv.ous that there can oe nr, prosperity 
unless it touches all Our countrymen I he'ieve th it India can become 
econnir.ica'ly prnspeiOus by integrating w.tti the world economy 
This would mean exciting and attracting both md'ao and potential 
International Investors As overall ■nvestments grow there will be 
many more industries, many mote jobs and a 'nt moie wealth and 
happiness for ail to share 

This does not purport to hr ,i report of ‘hr firoreertings 
of the Sht Annua/ General Meet, ncj 

For the full text of the speech, please write to if 

The Corporate Public Relations Manager. 7 

I.T.C. Limited. Virginia House. $ 

37 . Chowringhee, Calcutta 700 071 5 
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Economic Liberalism and Decline 
of Democracy 

Case of Andhra Pradesh 

K Balagopal 

The recent enthusiasm for private enterprise has been 
accompanied by a sharp decline in all that we understand by 
democracy. This is most in evidence in states like Andhra Pradesh 
which have been witness to militant political struggles of the most 
oppressed classes of society. The events preceding and succeeding 
the ban on the People’s War group in May this year reflect an 
order of brutality that beggars description. 


CHANGE originates in the material basis 
of life but its arrival is signified in social 
consciousness. That is why all thorough¬ 
going materialists are more observant of 
consciousness than of matter, in Kosambi, 
for instance, archeology merely serves to 
verify culture 

The sudden emergence of a new matrix 
of arguments—or rather the ascendance 
of a hitherto dormant and even diffident 
pattern of argumentation to the status of 
a new ‘common sense 1 —signifies the frui¬ 
tion of some change in the netherworld 
of material life. Old experts discover new 
(ruths, new experts sprout at unexpected 
places, old truths are declared shibboleths, 
voices hitherto shy, diffident and perhaps 
even slightly ashamed become brazen, a 
surprise here, a shock there and a pinprick 
elsewhere add up before you can recover 
from any one of them to a complete and 
organically interlinked mosaic that is here 
after the TVuth. You see the mosaic take 
shape before your eyes, the pieces fall into 
place, the lateral pattern matches the 
longitudinal design and the kinks and 
whorls add up to a new coherence, and 
before you know where you are, a new 
ideology, a newly defined common sense, 
is bom. And yesterday’s common sense is 
hereafter nonsense. That a whole society’s 
dominant social consciousness—the TVuth 
it officially (so to speak) believes in—is 
thus transformed in one gestalt sweep is 
proof of the historical materialist episte¬ 
mological position that a society’s con¬ 
sciousness is not a rootless and accidental 
collection of autonomous discourses that 
are beyond objective determination, histo¬ 
rical necessity, factual veracity, philo¬ 
sophical correctness and moral approba¬ 
tion, but is a product of human history 
determined by its Being that is internally 


rent by conflicting forces governed by a 
determinable logic, and is subject to 
growth and destruction, progress and 
retardation, on that basis; and that evolves 
its own standards of truth and falsity, 
morality and immorality, that are at one 
time in greater consonance and one time 
less with objective reality and objective 
progress in human freedom, dignity and 
equity. The currently fasjiionable discur¬ 
sive mode of discussion cannot explain 
why the transformation in social con¬ 
sciousness should at all take place, nor 
why it should take place right now, much 
less whether it is good for us or bad, true 
or false 

Tbday’s new Thith is not just a redis¬ 
covery of the supposed virtues of capita¬ 
lism, and democracy as defined by it, 
though that is how interested publicists are 
describing it. It is nothing so abstractand 
nothing so innocent as that. It is true (hat 
all over the world—and especially injhOse 
parts of the world, including India, where 
people have never known much capitalism 
or much democracy of any kind—a re¬ 
discovery of pristine tais9ez-fain virtues 
is taking place with an astonishing naivete. 
Perhaps, as an aside; the most astonished 
observers of this strange spectacle—if the 
truth be told—will turn out to be the cor¬ 
porate capitalists and their political 
representatives in the western countries. 

But a rediscovery of old truths—or lies, 
for that matter—can never be a mere 
recapitulation. Much history has happen¬ 
ed in between and the rediscovery is 
tainted with it. More importantly, even if 
what is rediscovered is an idea of the past, 
the impetus for the rediscovery comes 
from forces of the present, and that does 
much more than leave its mark on the ef¬ 
fort; it shapes the mode of the rediscovery; 


it sets the tone for it; and at the end it may 
indeed turn out that what has happened 
is not really the rediscovery of anything 
old but the fabrication—or the import— 
of something quite new, which has been 
clothed in old garments to give it a false 
legitimacy in default of a genuine legiti¬ 
macy of its own. Adam Smith, John 
Stuart Mill and persons of their ilk, 
without doubt, would be quite upset at 
some of the notions accompanying the 
rediscovery of (he virtues of aapitalism in 
the neighbourhood of Yeltsin’s Rus.ia. 
And they would certainly find it difficult 
to understand why, in India, it is accom¬ 
panied by a total exercise of revision that 
includes such odd ideas like contempt for 
the secular view of social life; a grotesque¬ 
ly open glorification of religious funda¬ 
mentalism; a singular lack of faith in the 
rationality of the individual of the human 
species; an attendant faith in a strong ‘law 
and order’ state; an anti-human indif¬ 
ference to the urge for social and 
z^t.z justice; and an open admiration 
for crooks and political gangsters. Do we 
realise how much the very middle class 
that is rejoicing the victory of capitalism 
and democracy in the former Soviet 
Union admires Harshad Mehta and 
Mahant Avaidyanath; and how much it 
agrees with the Internationa] Monetary 
Fund’s village moneylender’s view of life 
and the ‘tough’ cop’s view of the world 
seen through the eye of a sten gun? 

Evidently, all this is very different from 
any Enlightenment paradigm, and there¬ 
fore there is no point in talking of the 
Changes sweeping the world’ (as edito¬ 
rialists these days say) as, firstly, a 
monochromic change independent of 
latitude and longitude; and, secondly, a 
well-deserved dawning of enthusiasm 
among hitherto backward people for the 
definitive values of the only civilised mode 
of life and death: the bourgeois mode 
Such an understanding, in many cases, is 
wildly irrelevant. 

Signals of Changed Times ‘ 

The recent enthusiasm for private enter¬ 
prise in India had been accompanied by 
a sharp decline in all that we understand 
by democracy; a point that enthusiasts of 
the ‘changes sweeping the world' would 
perhaps (not) like to pander. This change 
has penetrated quite deep into the coun¬ 
try’s social consciousness, and is apparent 
in recent political events. The July 1 police 
firing on workers at Bhilai is a major in¬ 
cident in the calendar of sttppressfon for 
those committed to the cause of dvfl Uber- 
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ties Mr workers rights, but to the rest of 
public opinion it is merely an overdone 
signal of the changed times: the country 
is truly sick of endless strikes and agita¬ 
tions that destroy the nation’s wealth and 
upset the traffic, and workers had better 
be told so. The HIP government at Bhopal 
expresses no apology for the massacre, but 
its sister at Lucknow will brook no use of 
force whatsoever on the sadhus and saints 
gathered in their thousands at Ayodhya 
with the express purpose of violating a 
court injunction; and nobody finds this 
duplicity criminal. For the country, it is 
just one more step up the ladder for the 
BJP, and we are busy marking the score. 
The- governments and two courts art 
bewildered for about two weeks by the ire 
transigence of the law-breaking and en¬ 
croaching holymen. and yet the country 
that knows perfectly well that there would 
have been no bewilderment, and no ap¬ 
pointment at the end of a committee of 
experts in structural engineering to deter¬ 
mine whether the structure is what it is 
said to be or what it is alleged to be, but 
on the contrary very swift and destructive 
action if the gathering had been tribals en¬ 
croaching upon forest land to put up huts 
to shelter them from the sun and rain, has 
nothing to say of this travesty of 'equality 
before the law’ but on the other hand con¬ 
gratulates the prime minister for his 
sagacity in talking to the law-breaking 
holymen and getting them to postpone 
their crime by three months (or is it 
four?). The said sagacity is all set to 
become legendary, but in the meanwhile 
why does not P V Narasimha Rao talk 
also to the JKLF, the KCF, the NSCN, the 
LTTE, the PW group and all other in¬ 
surgents, secessionists and what not, and 
find ways of postponing their law-break¬ 
ing activities too by three months? 

Down south, Jayalalitha (recently en¬ 
throned) has been freely bashing up jour¬ 
nalists and all those she finds inconvenient 
following her success in getting the LTTE 
banned—in a country where they have 
never claimed to exist in the first place, 
give or take a couple of expatriate Jaffna 
Tkmils, armed or unarmed, lurking 
around, and where their political goal has 
no meaning (as yet!). Her rule is offen¬ 
sive to both democratic sentiment and 
plain sense; but the country is not outrag¬ 
ed. It is merely watching how, when (and 
whether) that lady will (by these means 
or other) move out of the shadow (if a 
dead man can be said to have a shadow) 
of her mentor the late MGR (and in due 
course grow a shadow of her own). In 
neighbouring Andhra Pradesh, the death 
dance Of the Janardhan Reddy govern¬ 
ment continues, with 193 young men and 
women being killed in ‘encounters' in the 
first eight months of this year but this 


gruesome tale evokes no response from 
otherwise normal people except the ques¬ 
tion: is the Peoples War group finally 
finished?’ as if it is a preliminary round 
of an Olympic event that is under dis¬ 
cussion. 

GOVERNMENT BY SlEN OlIN 

The point of saying all this (one could 
say much more in this vein) is that it has 
to do with the second sacred cow, demo¬ 
cracy. Destruction of all that we under¬ 
stand by democracy—not merely demo¬ 
cratic rights and institutions but also 
values and culture—is one of the charac¬ 
teristics of the era we have entered: the era 
of economic liberalism, political gang¬ 
sterism and government by the sten gun. 
The Janardhan Reddy government of AP 
provides the best (or worst) example. It is 
corrupt and immoral beyond all previous 
levels, brutal too beyond all previous 
records, and withal the most enthusiastic 
propagandist for the new economics 
(which is quite old) that we are being 
taught by P V Narasimha Rao and Man- 
mohan Singh. A chief minister who got 
butchered about two to three hundred 
men, women and children in Hyderabad 
to get rid of the previous incumbent and 
get the throne for himself; who is accus¬ 
ed of making the astronomical and unlike¬ 
ly figure of Rs I crore a day in bribes, 
accused not by the opposition but by his 
own partymen (with whom he will not 
share); about whom indeed every petty 
contractor or businessman you meet 
casually in a train or bus has a story of 
bribe-giving to tell, in astonishment at the 
ease of the immorality; who magnani¬ 
mously grants permission exclusively to 
men of his faction of the ruling party and 
those formerly of the Tfclugu Dcsam party 
who defected at budget time to save the 
government of the very scholarly prime 
minister who looks as if he has never 
touched dirt in his life, to set up medical 
colleges by the dozen in the private sec¬ 
tor and sell half the seats to the highest 
bidders, the better to make able doctors 
thereby; who defends all this huckstering 
in the name of encouraging private enter¬ 
prise in an area where the public sector 
has no funds, that is to say in the name 
of the ruling economic philosophy; whose 
own cabinet is half full of men who main¬ 
tain armed gangs or shelter those who do; 
who conduct their own private courts in 
the areas under their influence and render 
compulsory justice (or injustice); who 
carry (indeed many of them manufacture) 
illegal arms and explosives; who en¬ 
courage their followers to break the law 
in defence of their interests; who grab 
other people’s land and government land; 
a chief minister with a cabinet about half 


full of such men takes a very virtuous Step 
in defence of democracy by banning the 
People’s War group because it carries arms 
illegally, holds its own courts, incites 
people to violate law, and organises the 
grabbing of private and public land. And 
yet the only comment one hears is the ad¬ 
miring commendation that he is ‘a tough 
chief minister’; for we are all admiration 
these days for ‘tough’ chief ministers, 
tough’ budget-makers, ’tough,’ policemen, 
and even tough’ saints of the kind gathered 
at Ayodhya. We only dislike ’tough’ 
dissenters whom we call extremists. 

The ‘changes sweeping the world’, in 
this part of the world, include all this: 
Jdnardhan Reddy and Jayalalitha; Mahant 
Avaidyanath and much else besides. Nor 
is this an accident. The first four decades 
of our post-colonial existence can be 
described as a period of surrogate ac¬ 
cumulation on behalf of the capitalists, 
lb call it primitive accumulation would 
perhaps be more tempting but the implied 
analogy with the fledgeling but indepen¬ 
dent and innovative European bourgeoisie 
would beg too many questions. And yet 
even the notion of surrogate accumulation 
is incomplete it is true that JawaharlaJ 
Nehru and the public sector were used for 
capital formation on behalf of the capita¬ 
lists for about four decades, and now the 
capitalists want to take it over, but that 
is not the whole story. Quite apart from 
the fact that Capital as a social category 
does not encompass the whole—or even 
a large part—of India's social life and 
therefore its story can never be the whole 
story, there is the unique political dimen¬ 
sion of post-colonial expectations that 
gave the Indian state certain charac¬ 
teristics over and above its role as Capital’s 
surrogate. But for those expectations, 
chapters 3 and 4 would never have been 
added to the Government of India Act 
1935 to give India its present Constitution. 
The 1935 Act itself would have sufficed 
to govern India. 

The liberal values imbibed in the strug¬ 
gle for liberation from the British who— 
wittingly and otherwise—taught us libera¬ 
lism; the tremendous admiration for the 
phenomenon called Stalin (not much was 
known of his warts at that time and what 
was known was not believed); and the high 
expectations of equity raised by the social 
and economic struggles that accompanied 
the national liberation movement contri¬ 
buted to the creation of an agenda of 
democracy and equity. The Congress 
leaders themselves contributed to liberal 
expectations with their rhetoric of civil 
liberties and socialism; and the high ad¬ 
miration that Stalin’s Soviet Union evoked 
even in the hearts of individuals who were 
critical as far back as that of the lack of 
political democracy, can be read in the 
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literature of that time The countless small 
and major struggles for economic better¬ 
ment and soctal justice that the colonial 
period witnessed have left an indelible 
track in people’s consciousness and expec¬ 
tations. resulting in promises of nothing 
short of the moon on the morrow of the 
departure of the foreign rulers. 

It is this agenda that now lies totally 
decimated. It is not just that for four 
decades after the writing of the Constitu¬ 
tion the nation’s rulers never ruled by ihe 
values proclaimed therein. More crucially, 
the political and economic system they 
have built—or allowed to get built—over 
these four decades is a monster completely 
incongruous with the ideal of ‘justice, 
social, economic and political’, and all 
that it entails. They have not only indulg¬ 
ed in a day-to-day violation of the pro¬ 
mise of democracy and equity but have, 
in the process built and allowed to get 
built a system that is the opposite of that 
promise. And the recent shifts in economic 
and public policies merely mark a formal 
announcement that the play is over and 
hereafter there is going to be no further 
indulgence of weak-hearted sentiments. 
The door that opens on imperialist capital 
will shut out the shibboleth of socialism; 
gangster politics will replace whatever 
electoral democracy we ever had; and the 
ubiquitous commando’s sten gun will 
replace rule of law. 

Link to Economic Poi icils 

A broad-based path of economic 
development accompanied by a purpose¬ 
ful democratic transformation of social 
and economic relations would have paved 
the way for a mode of progress congruent 
with the ideals and aspirations of demo¬ 
cracy and equity. What was actually at¬ 
tempted and structured was quite dif¬ 
ferent. Economic development was based 
on the needs of a very small class in the 
urban and rural areas—but with the 
nether end sufficiently open to create 
stabilising hopes in the middle class—and 
social transformation was confined to 
what would spontaneously accompany 
even a limited spread of Capital, plus what 
was achieved by social and political strug¬ 
gles despite the very intolerant state. Thus 
we have a monstrous society encrusted 
with Capital at the top and decorated with 
formal democracy, a formation quite in¬ 
compatible with genuine democratic and 
egalitarian ideals. And every time that, in 
the course of its growth, this monster has 
got caught in contradictions of its own, 
the solution resolving the crisis has entail¬ 
ed a further diminution of democracy and 
a further assault on equity. By the 80s the 
monster had reached a stage of a free-for- 
all scramble at the top for the nation’s 
resources, a scramble that had to take 
place through politics and the bureaucracy 


rather than the market, given the-nature 
of India’s economy. The scramble was 
accompanied by—and it implied—the 
demise of the Nehruite ‘national consen¬ 
sus' about the public sector and planning, 
a consensus that was appropriate to the 
era when none of them had the brawn for 
the scramble. A way out of the systemic 
anarchy consequent to the demise of 
Nehruism, that is to say a new ‘national 
consensus' appropriate to the era when 
the surrogate had become redundant, was 
avidly sought. Editorials were daily writ¬ 
ten in the press, and learned papers were 
read in weekly seminars calling for a new 
consensus, and all eyes were on the look¬ 
out for a new messiah to replace the 
already mummified Nehru. They first 
sought him in the flamboyant Rajiv 
Gandhi, who appeared by his very back¬ 
ground, character and outlook to be a dif¬ 
ferent man from the corrupt and hide¬ 
bound political elite; and then in V P 
Singh who appeared to beat a new path 
as a matter of conscious principle; and 
have finally decided they have found him 
in P V Narasimha Rao who is neither this 
nor that. That the messiah they are satis¬ 
fied they have found is such a colourless 
and unoriginal old man who carries the 
100-year old Congress in each wrinkle of 
his face is proof of the continuity inherent 
in the new consensus. That the change was 
mediated by a severe balance of payments 
crisis and consequent IMF conditiona¬ 
lities is essentially an accident. It was due 
anyway, and was blocked only by lack of 
legitimising ideology. History obeys a law 
of inertial resistance in social conscious¬ 
ness to changes in the base Some catas¬ 
trophe, major or minor, is always required 
to break the inertia and inaugurate the 
change that has already reached a stage 
of fruition within. The dominant stream 
of social consciousness—the collectivity 
of the notions that society has hitherto 
consecrated as truth—needs to be rup¬ 
tured before the change can be institu¬ 
tionalised, and that cannot happen with¬ 
out something of the order of impending 
bankruptcy of the government, it is this 
rupture that gives a sudden or gestalt 
character to the transformation in social 
consciousness, and enables a seemingly 
sudden uniformity of the new orthodoxy 
to erupt at all corners of society. 

The advantage of change through rup¬ 
ture. based on the fear of a catastrophe, 
is that unreasonable and irrational argu¬ 
ments can be used with considerable ef¬ 
fect, to put the blame for all that has gone 
wrong on the old orthodoxy. Many have, 
for instance, found it possible to argue 
seriously that Harshad Mehta happened 
because bank unions resisted computeri¬ 
sation; and Tkvleen Singh, an otherwise 
intelligent and usually sensitive coloum- 
nist of the Indian Express, manages to 


believe that we failed miserably In Olym¬ 
pics because of the bad old habits prac¬ 
tised in the name of socialism! She forgets 
that the bureaucratic control of arts, 
sports and culture is supposed to have 
been boa-owed by us from the former 
Soviet Union and East Europe, and they 
thrived at Olympics as merrily before 
Gorbachev as after. Manmohan Singh can 
similarly get away with a lot of shoddy 
reasoning to explain policy changes, 
reasoning that would be unacceptably 
shoddy in less catastrophic times. 

That apart, that is to say such tem¬ 
porary devises apart, a new ideology to 
legitimise the changes is under creation. 
Those who naively believe that private 
enterprise of any kind, at any time and 
any place goes best with democratic insti¬ 
tutions (such as representative govern¬ 
ment, free press, fair administration and 
fair judiciary) and democratic values 
(such as freedom of conscience, secu¬ 
larism, right to life and liberty, equity) are 
at best incorrigibly innocent. On the con¬ 
trary, in the peculiar context of the history 
of post-colonial countries such as India, 
such values, if only to a limited extent, 
were more compatible with the old ortho¬ 
doxy 01 sui rugate accumulation than the 
new orthodoxy of multinational-linked 
private enterprise for the few and by fewer, 
not because the bureaucracy is more 
democratic than big Capital—it was never 
even independent of it—but because the 
first phase of post-colonial development 
carried on its back the accumulated values 
of the national liberation movement and 
the other struggles that paralleled it. With 
the arrival of consecrated private enter¬ 
prise we are also witnessing the demise of 
democratic and egalitarian dements of the 
dominant ideology. The calculated dest¬ 
ruction of the latter through shrill pro¬ 
paganda was a necessary precondition to 
the consecration of the former. Its replace¬ 
ment is yet to be structured fully but some 
elements of it are already apparent; the 
accordance of a central place to religious 
values and identities, not excluding the ac¬ 
ceptance of fundamentalism as possible 
politics; the fegitimisation of elitism of 
caste and property; inculcation of a cer¬ 
tain admiration for ‘toughness’ (for what 
has been lamented most these four 
decades is the ‘softness’ of the Indian 
state), which would include authoritarian 
politics, ruthless policing, anti-welfare 
public policies and patriarchy in soctal 
and family relations; and the condonation 
of a laissez-faire attitude to public morali¬ 
ty, whklyn simpler terms means accepting 
corruption as normal. The ideology has 
long been in the making. Individual events 
and the sanctioned, encouraged or tole¬ 
rated responses to those events are good 
pointers to its substance. The anti-Mandat 
agitation, Chundur, (Cumber, Ayodhya, 
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ing^arm? m* BuitAw*, burning' of 
political organisations; and u a less spec¬ 
tacular level, P V Narasimha Rao’s elec¬ 
tion from Nandyal, the strange pheno¬ 
menon called justice Ramaswamy, and the 
odiously corrupt Janaidhan Reddy, are all 
phenomena worth studying from this 
point of view. They are not only symbols 
of the demise of what was accepted as the 
true and the moral till yesterday but also 
the base elements—the bricks, the timber 
and the tiles—of the new ideology. Such 
is the visage of the ‘changes sweeping' this 
part of the world. 

Corruption op Popular 
Consciousness 

Militant political movements—class or 
ethnic—may well believe that this is all to 
the good, that Manmohan Singh and the 
Mahants between them are making things 
easy for the success of their struggles. But 
those even among their supporters who 
take a broader view of social transforma¬ 
tion can only worry at the creation of this 
gutter ideology. The dominant ideology 
of a society does not reside only in the 
ruling class. It penetrates and resides in 
(some times it even takes birth in) the peo¬ 
ple, and indeed that is its use and efficacy 
lor the rulers. And corruption of popular 
consciousness is not something to be 
treated lightly. Values and institutions, 
once deformed, can become a habit in due 
course, and habits dull sensitivity. The 
deformity can become the norm and the 
rest mere illusion, or unrealistic ‘idealism’. 
The cancer of deformity forms secon¬ 
daries at places far from its origins, in¬ 
cluding the camp of its putative enemies. 
It is for this reason that the all-round 
destruction of popular culture, conscious¬ 
ness and life is so worrisome. And its 
automatic regeneration at any time of 
one’s choice in the future cannot be pre¬ 
supposed. To take an admittedly extreme 
example, what kind of a Khalistan can any 
sensitive supporter of that ideal hope to 
see at the end of what is happening in 
Punjab today? 

Perhaps it is necessary to emphasise this 
point a little more. The struggle for a bet¬ 
ter world is linked to the question of 
political power, and struggle for political 
power of the oppressed is a central 
political task. The suggestion current in 
certain streams of radicalism that the very 
notion of political power is authoritarian, 
‘masculine’, and that the oppressed can 
seek social transformation without seek¬ 
ing political power to consolidate the 
transformation is a crippling notion. The 
state is not merely one form of oppression 
along with other forms. It is the legitimate 
upholder and protector of all existing 
social structures and therefore of all forms 
of oppression, it possesses the monopoly 
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Uses to this end. And can claim the 
monopoly of much else—including the 
definition and creation of legitimate ideas 
and knowledge—if (and to the extent that) 
the need arises. Genuine social transfor¬ 
mation requires the ‘smashing’ of the state 
and the establishment of the political 
power of the oppressed until the transfor¬ 
mation reaches a stage, if not of finality, 
then at least of a point of no return. The 
notions of ‘dictatorship of the proletariat’ 
and the ‘withering away of the state’ mean 
this if they mean anything at all. And yet, 
while it is important to emphasise this in 
the face of debilitating reformism that 
turns up in more and more radical 
garments (and these days uses more and 
more impressively obscure language), a 
self-critical evaluation is in order, for 
political power has become much more 
than merely a strategic aid in completing 
and consolidating social transformation; 
it has tended to become the fount of social 
transformation, thereby robbing the trans¬ 
formation of its perpetual presence, and 
the dialectic of continuity and disjunction 
that defines its trajectory. Social transfor¬ 
mation is made up of not only the des¬ 
truction of all the inherited evils of the 
past; but also the preservation of the 
hilmane essence of the achievements of 
the past, while discarding the limiting and 
distorting (because contemporaneous) 
crust they wear, and redefining and 
reinstitutionalising the essence in a more 
progressive form From this point of view 
the destruction of anything positive in- 
heritied from the past can only be 
distressing. 

Democracy—understood as rights, 
values and institutions—is one such 
positive achievement ot human history. 
What is bourgeois about it is the way it 
is limited and circumscribed; and the way 
it is conceptualised and institutionalised, 
by bourgeois society. This limitation— 
especially in third world countries domi¬ 
nated by comprador capital and feudal 
structures—-can be very sharp even in the 
statutes and positively grotesque in prac¬ 
tice, thus leading to a dismissal of the very 
notion of democracy as an illusion, a thin 
veil covering naked rule by the gun. But 
however natural, such a dismissal would 
be most unfortunate. Proletarian or peo¬ 
ple’s democracy can only mean a quan¬ 
titative extension and a reconceptualisa¬ 
tion and reinstitutionalisation from the 
point of view of all the oppressed classes 
and groups of the rights won in previous 
democratic struggles which have hitherto 
been defined and institutionalised in 
bourgeois interest and often travestied in 
practice whenever that interest has been 
in a crisis. To dismiss democracy as 
something inherently illusory would be to 
lose something of lasting value that can- 
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one pleases in the future, 

Portrait of a Hero 

The travesty, in the meanwhile; is in full 
evidence today, especially in states like 
Andhra Pradesh which are witness to mili¬ 
tant political struggles of the most op¬ 
pressed classes of society. The events 
preceding and succeeding the May 92 ban 
on the People’s War group reflect an order 
of brutality (a brutality that affects not 
only the People’s War group but all the 
CPI-MI- groups, and indeed all people’s 
movements) that beggars description. The 
government of this state and its police 
have never suffered from much moral 
diffidence—diffidence of the kind that 
paralysed P V Narasimha Rao and Kalyan 
Singh in Ayodhya recently—in choosing 
methods of suppressing the naxalite move¬ 
ment, but recent months have witnessed 
the removal of the last vestiges of scruples 
and inhibitions. The decision originated 
in the state government, obtained central 
approval signified by the lending of 
Border Security Force and fresh CRPF 
battalions (to supplement the CRPF and 
Indo-Tibet Border Police forces deployed 
earlier), and is being implemented by 
police officers of the ‘tough cop’ variety 
much admired by today's middle class. 
And the most systematically brutal of 
them, D T Naik, Superintendent of Police, 
Warangal, a tribal by birth, a doctor by 
education, and a policeman by tempera¬ 
ment and choice, described by admiring 
journalists as a truly exceptional man. has 
been duly awarded what the press des¬ 
cribes as the ‘prestigious’ president’s 
medal this August IS for meritorious ser¬ 
vices to the nation (such as, killing dozens 
of unarmed youth of poor rural families; 
pulling down hundreds of houses of the 
poor in the villages, and thrashing the in¬ 
mates to pulp; encouraging landlords to 
re-occupy land grabbed by the poor, and 
offering the protection of his gun; open¬ 
ing liquor sides outlets at the gates of 
police stations in his district to protect the 
habit and the business of liquor from 
demise at the hands of the naxalites; and 
so on). 

But perhaps he and his kind deserve 
that their services be made known to the 
nation in greater detail, and so here goes. 
The method of operation has a brutal 
simplicity characteristic of anti-insurgency 
operations anywhere in the world. Any 
evidence that the People’s War group ex¬ 
hibits of its presence in an area is followed 
by a massive raid by a hundred to two 
hundred strong contingent of armed 
policemen, ranging all the way from 
uniformed BSF men to the local police 
who know who is what in the villages, and 
the murderous Special Task (force men, 
special in that they are specially trained 
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ana motivmea 10 maim ana mu. i ne pur¬ 
pose of (he raid is to brutalise the villagers 
so that they will never again allow the 
presence of the naxalites to be seen there. 
The raid consists of pulling out all the 
people from their houses, thrashing them 
to pulp, searching the houses one by one, 
smashing all household goods like pots, 
chairs, vessels, cots, pans and even the oc¬ 
casional radio with rifle butts and stones, 
spoiling the foodgrains with kerosene, and 
finally pulling down the roof and destroy 
ing the houses of known supporters and 
activists of the naxalites. 

This is a daily occurrence in the affected 
districts. But when the People's War does 
more than merely make its presence felt, 
the retaliation is more swift and more 
lethal. On the evening of April 8 this year 
an armed squad of the People’s War group 
blasted a liquor depot at langaon, a divi¬ 
sion headquarters town in Watangal dist¬ 
rict. The attack on the depot was part of 
its continued efforts to stop the selling and 
drinking of liquor. Given the importance 
of liquor, as a major source of income to 
the Congressmen, most of whom are liquor 
contractors; to the government, as an im¬ 
portant source of revenue (second only to 
sales tax); and to the police and excise 
departments as a regular source of graft, 
the police have taken up a fight to pro¬ 
tect the liquor business with a tenacity 
that eminently deserves a better cause. 
And so the blowing up of the liquor depot 
at Jangaon, a town with a heavy police 
presence, was taken as a slap in their face. 
They sought revenge, which usually takes 
the form of picking up some local sym¬ 
pathisers of the People’s War group and 
killing them, but there were none left 
overground. All of them had cither gone 
underground, migrated out of the district, 
or ‘surrendered’ to the police in one of 
those ostentatiously staged dramas that 
are shown regularly on TV to the edifica¬ 
tion of those who have not yet seen the 
light. No matter, the police decided to kill 
some former sympathisers who had sur¬ 
rendered last year. They went the same 
night to Pasaramadla, a nearby village, 
picked up Addala Rajender and Bejjera- 
boyina Chandramogib from their homes, 
and shot them dead in the grazing land 
behind their houses. The dead bodies were 
brought to Jangaon, placed at the blown 
up depot and a story was concocted and 
given out to the press that the police had 
heroically confronted the naxalites trying 
to blow up the liquor depot and an 'en¬ 
counter' had ensued leaving two uniden¬ 
tified naxalites dead. The two youth, their 
families say. were supporters of the Peo¬ 
ple’s War group till last year, to the extent 
of providing shelter and food to the armed 
squad operating in that area. But last 
December, when it was made publicly 


ewar oy me superintendent or police D i 
Naik that even such sympathisers would 
not be ‘spared’, that is to say they too 
would be killed in encounters, the two 
youth had gone to the DSP of Jangaon 
and had agreed to publicly denounce their 
past crimes and renounce past connec¬ 
tions, such as they had had. When the 
naxalite squad had later come to the 
village they had told the squad leader not 
to come to their houses and the squad had 
gone away. It was such youth who were 
picked up and killed by the police and said 
to have died in the course of a heroic bat¬ 
tle waged by them in the noble cause of 
alcohol. 

Almost exactly a month later, near 
Pembarti in the same region, the People’s 
War group attempted to blow up a govern¬ 
ment jeep, perhaps mistaking it for a 
police jeep. As it happened, it was a 
Revenue department’s jeep, and as it also 
happened the attempt misfired and nobody 
died. The police nevertheless decided 
upon revenge They again killed two youth 
from nearby villages. One of them was 
Parapallt Uppalaiah of Srinivasapuram. 
a border village of neighbouring Nalgon- 
da district; and the other was Ammana- 
boyina Anandam of Chaudharipaili near 
Jangaon. The two of them had already 
been in police custody for about two 
weeks. They were taken out of lock-up on 
May 16, killed near Pembarti and declared 
to be unidentified naxalites killed in an en¬ 
counter. Of the two, Uppalaiah is said to 
have been arrested because he had a 
namesake in the village who was reported 
to the police as a sympathiser, and the 
police had only the bare name to go by; 
and Anandam was a student trying to get 
admission to a correspondence course of 
the Kakatiya University for his bachelor’s 
degree, and had been reported to the 
police as a naxalite sympathiser because 
he had had a problem with another 
villager which the naxalites had helped to 
solve 

This is just a sample of the ‘encounter’ 
killings in this award winning policeman’s 
regime in Warangal district. Similar tales 
can be told of Karimnagar, Nizamabad 
and Mahbubnagar districts but Warangal 
is one district where even intellectuals 
working by legal means for a democratic 
cause have not been spared. The daylight 
murder of APCLC’s Narra Prabhakar 
Reddy is well known. This year a very 
soft-spoken and gentle school teacher by 
name Gangadhar, one of the state-level 
secretaries of the AP "teachers Federation, 
one of the largest organisations of school 
teachers in the state, was arrested and 
tortured severely in illegal police custody 
on the accusation that he had links with 
the (now banned) People’s War group. 


uangaonar, wno 
literature and contributes 


to Wf 


list literary magazines, is alleged to have 
added his signature to a letter written by 
another teacher to the Warangal district 
leadership of the People’s War group re¬ 
questing them to intervene in the settle¬ 
ment of a long pending land dispute (it 
is a perversion of right and wrong that the 
unending pendency of disputes in courts 
is regarded as ail right but a request to a 
banned organisation to help in resolving 
it quickly is wrong). He was taken into 
custody on July 3, locked up for two days, 
stripped down to his underwear and tor¬ 
tured. The sub-inspector of Ghanpur, 
where Gangadhar lives, is reported to have 
remarked to a colleague after expending 
his muscle power to the point of exhaus¬ 
tion of the frail teacher, that he had tor¬ 
tured many persons in his career but this 
was one man he had not really felt like tor¬ 
turing! After two days of such custody the 
teacher was taken to court He reported 
to the court the treatment he had been 
subjected to and asked that he should be 
medically examined to substantiate his 
allegations. The court ordered accordingly, 
and Gangadhar was taken to hospital to 
be examined. It was late in the evening by 
the time examination was over, and as jails 
do not take in prisoners after dark he was 
kept in the police lock-up at Hanamkonda 
that night, to be taken to prison the next 
day. That night, retribution visited him for 
having complained to the court of the tor¬ 
ture he had been inflicted with. TWo 
policemen entered the lock-up, stripped 
him, beat him, and applied electric cur¬ 
rent to his temples, a favourite method of 
torture with the Indian police in these 
modern days. 

This was the last record-worthy act 
before the superintendent of police of the 
district was awarded president’s medal on 
independence day for meritorious services 
to the natioa 

Such are today’s heroes of the nation, 
heroes of P V Narasimha Rao’s new India. 
Not merely in the police, but in politics, 
in finance, in industry, in the army and 
in the fields of knowledge and culture. 
This implies not merely a greater suppres¬ 
sion of people and people’s struggles. It 
implies also the decimation of the positive 
values brought into being by past people’s 
struggles. And that is a loss as serious as 
the more explicit suppression of dissen¬ 
ting political movements. 
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Bumbling Along on 
Neo-Colonial Road 
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The two-steps-forward-one-step-back implementation of structural 
adjustment, such as had been carried out in 1969, 1983 and again 
in 1987, being attempted by the present government is likely to 
produce farcical results. All the same, the country will not be able 
to throw off the shackles of IMF/World Bank conditionalities 
unless there is mass mobilisation against the neo-colonial 
dependency situation to which it is being reduced. 


THE prime minister, Narasimha Rao, 
seems to be specialising in throwing catch¬ 
words about to skirt issues of substance 
instead of squarely facing them. The no¬ 
tion of a moratorium on contentious 
issues is a case in point. Though he was 
rebuffed by all concerned in the country 
when he first put forward the suggestion 
on August IS, he thought it fit to put it 
across at the NAM summit at Jakarta as 
well. He also went on to claim that NAM 
had been put back on the rails when in 
fact contentious issues loom so large 
before it in spite of the laborious attempts 
to side-track them. 

The idea of a moratorium on conten¬ 
tious issues would really appear to be 
singularly ill-timed and ill-advised in the 
prevailing conditions, in India and 
world-wide. It is quite remarkable that 
Narasimha Rao should be seeking a carte 
blanche for himself in the face of the 
growing turmoil—social, economic and 
political—in India. This is a sentiment 
which entrenched vested interests as well 
as their representatives probably share 
world-wide; especially so when it is fondly 
believed by them that their positions will 
be secure so long as they do not come in¬ 
to conflict with the terms and conditions 
laid down for them by a handful of 
developed countries, the G-7, in what 
is called a ‘unipolar world’. Though 
Narasimha Rao found it necessary for the 
record at Jakarta to raise a feeble voice 
against conditionalities which are attached 
to capital and technology flows from the 
developed to the developing countries, the 
fact is that the government in India is 
actively engaged in opening doors for 
foreign capital and technologies precisely 
on that basis. 

Coming back home from NAM, 
Narasimha Rao was required to quickly 
‘update 1 himself, as he put it, on the host 
of additional problems he has to contend 
with. This only emphasises the fact that 
it is not realistic to suggest that a lid be 
placed on what have been put under the 
general label divisive issues' simply so as 
•o let Narasimha Rao cany on unhindered 


in his own style. Rao should know that 
his earlier claim to consensus and his plea 
now for a moratorium has few takers. 
Vested interests and their hangers-on in 
the intelligentsia may fall for the notion 
and cultivate the view in the media that 
political stability, which actually means 
stability of live present political-power 
arrangement over which Rao presides, is 
an overriding consideration. But Rao, a 
wily politician, should be aware of his own 
and his government’s vulnerable position 
and has. therefore, not hesitated to play 
dubious games of fanning factionalism in 
his party and arranging defections from 
other parties in order to secure himself in 
office. He is engaged in complex political 
manoeuvres to extend his term and stave 
off going to the people for a fresh man¬ 
date as long as he can even as the ‘con¬ 
tentious’ issues pile up and become more 
and more acute and difficult to resolve. 
Side by side, and in these conditions quite 
logically, corruption in high places is 
growing and scams of all sorts are erup¬ 
ting. It is not difficult to see that there will 
be an endless wait for the people—the 
three-year time-frame to be extended year 
after year for the structural adjustment 
programme to go on and on with all its 
disastrous implications. 

The fact, after all, is that whatever 
broad national consensus once existed on 
the problems of socio-economic develop¬ 
ment, equity and foreign relations has 
been weakening over the years and has 
broken down completely under the pre¬ 
sent government. The economic pro¬ 
gramme which the present government 
has sought to promote is becoming a very 
contentious issue for the people and for 
the diverse social and economic interests 
in Indian society. It is not surprising either 
that a variety of vested interests are 
actively striving to derail meaningful 
debate on the government's socio¬ 
economic policies. The proceedings of the 
last session of parliament showed this 
graphically. The no-confidence motion 
jointly sponsored by all the opposition 
parties on economic policy issues was 


smartly diverted into a debate on other 
contentious issues and the opposition 
ranks were easily divided. 

This is not the first time that the ruling 
establishment has managed to divide the 
opposition and distract the attention of 
the people away from the real issues. It 
is also not the first time that the govern¬ 
ment should try to get out of a tight 
corner by staging an ingenious zig-zag in 
its economic and social policies. This has 
been a familiar tactic, especially since the 
mid-60s, and has given rich political- 
electoral gains to the ruling clique. The 
aftermath of the devaluation of the rupee 
in the mid-60s is still recalled by many. 
That experience was indeed the starting 
point of the fracturing ot the national 
consensus on the content and direction of 
the development process. It may not be 
amiss to also recall the experience of the 
first half of the 80s when the leadership- 
lured by the easy option of substituting 
the mobilisation and deployment of 
domestic resources under a planned order 
of priorities by the promise of massive 
inflows of foreign aid, albeit with increas¬ 
ingly severe conditionalities—went for a 
$ 5 billion loan from the IMF. 

This loan arrangement was, however, 
terminated before its full term of opera¬ 
tion. The then finance minister, Pranab 
Mookerjee, resorting to populist rhetoric 
then declared: “We have not cut subsidies. 
We have not cut wages. We have not com¬ 
promised on planning. We have not been 
trapped in a debt crisis!'What he really 
spelled out were some of the condi¬ 
tionalities which the IMF had imposed 
and which the government had submitted 
to by a written agreement. But there were 
in th£ Indian economy, society and polity 
reserves still available which enabled the 
government at that lime to get out of its 
debilitating entanglement with the IMF 
and take even credit for terminating the 
loan arrangement in the sensitive pre¬ 
general election year. All the same, the 
IMF loan had, of course, done severe 
harm to economic policy and manage¬ 
ment of the country. Indira Gandhi, a past 
master in the art of politics of populism, 
managed with elan a striking swing from 
the economic liberalisation and socially 
retrogressive policies financed by foreign 
credits to populist gestures and 'stray 
thoughts’. Even the left parties were taken 
in and acclaimed these as progressive 
policies. But when a similar swing, after 
his futile experiment with economic 
liberalisation and open door policy for 
foreign capital, was attempted by Rajiv 
Gandhi in 1987, he failed to reap the 
expected political-electoral dividends. All 
that he did was to exhaust whatever 
reserves he had inherited from the past 
development effort—in the economy, 
society and polity. By the time he was 
ousted from office of the prime minister, 
India had drifted dangerously close to the 
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foreign debt trap. Big business in India 
had turned comprador and consumerism 
among the upper and middle segments of 
the population had grossly alienated them 
from the mass of the people 
It was in these conditions that the Con- 
gressfi), after an interregnum, returned to 
power at the centre with a minority 
government headed by P V Narasimha 
Rao and at once accepted a stand-by 
credit from the IMF to get over an acute 
balance of payments crisis. There was just 
no alternative to this loan, it was argued. 
Byt this credit line is now intended to be 
converted as soon as possible into a larger, 
S 7 billion, extended financing facility to 
complete the structural adjustment pro¬ 
gramme under the aegis of the IMF/World 
Bank which had been initiated in the early 
80s but had been fitfully implemented so 
far. The IMF/World Bank combine, on its 
part, had obviously learned from its past 
record in dealing with India, a big coun¬ 
try with a people of long political ex¬ 
perience who are quite capable of exercis¬ 
ing their democratic rights as a restrain¬ 
ing force on the government's policies. 
Therefore, it now insists on acceptance 
and implementation of the conditionalities 
in advance of the sanctioning and disbur¬ 
sing of its loans in regulated instalments 
and is also exercising much closer super 
vision over the government’s performance. 
But the question is being asked whether 
the government is likely to once again slow 
down, even halt, the foreign-financed 
structural adjustment programme in the 
face of the worsening socio-economic 
situation in the country under the impact 
of the programme and the mounting 
popular unrest and resistance The dither¬ 
ing on exit policy and subsidy cuts, as well 
as the reform of the financial system to 
which the government has agreed are cited 
in this connection. Meanwhile, the World 
Bank/ IMF combine and allied domestic 
interests are intensifying their pressure for 
full compliance with the adjustment pro¬ 
gramme. The government, after some 
hesitation, has now resumed active 
negotiations on a $ 7 billion extended 
funding facility from the IMF and a series 
of sectoral adjustment loans from World 
Bank. 

The situation—economic, social and 
political—-in India and world-wide has un¬ 
doubtedly undergone a vast change in the 
last 10 years. A repeat performance, a two- 
steps- forward-one-ste{>-back implementa¬ 
tion of structural adjustment, such as had 
been carried out in 1969, 1983 and again 
in 1987, albeit with decreasing elan and 
efficacy, if attempted by the present 
government, given its vulnerable position 
internally and externally, is bound to be 
farcical. All the same, it is unlikely that 
the country will be able to throw off the 
shackles of IMF/World Bank condi- 
tidhhlities and regain autonomy for its 
sodo-eqonomic development process 


unless there is mass awareness and mass 
mobilisation against the neo^colonial 
dependency situation to which it is being 
reduced. A rapid realignment of political 
forces is called for to meet the situation. 
The pity is that the perception of the 
mainstream political parties and per¬ 
sonalities continues to be blurred and 
these parties tend to take positions which 


• do not trip 

aware of the dire threat to the autonomy 
of India’s development process and ever 
to its political independence. There is 
some groping for what is called an ‘alter¬ 
native strategy' of socio-economic 
development. But clarity is missing, deter¬ 
mination is lacking and mass actions are 
not yet concerted and well organised. 
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'Cbnnnuiiiilisalion of 

Politics 

Deepak Mishra 

The growing communalisation of Orissa politics is deflecting 
attention from the real issues affecting the survival of the mass of 
the people in this poor state. 


ALTHOUGH Orissa did witness com¬ 
munal discord in the sixties and the seven¬ 
ties, for nearly two decades, communal 
harmony remained the hallmark of 
politics in the state. But the picture has 
changed over the last two years, with the 
progressive communalisation of politics. 
The state has witnessed serious communal 
violence in Bhadrak and in Cuttack. 

Mote recently, in the first week of June, 
one of the worst communal riots in 
the history of the. state broke out in 
Sambalpur, the headquarters of the 
district of the same name. Sambalpur is 
a major trading centre and one of the 
three largest cities of Orissa. 

The sequence of events which led to the 
communal tension is as follows: On June 
7, in the night, Md Salecm, a 'known 
criminal’ was arrested by the Dhanupali 
police in connection with an attack on a 
lawyer. He was reportedly transferred to 
the town police station the same night and 
was allegedly tortured to death there. 
However, the police maintain that Saleem 
was admitted to the hospital at 7 am on 
June 8 and died at around 9.45 am the 
same day. It is widely believed that Saleem 
was beaten up brutally and died as a result 
of torture. Members of Saleem’s family 
claim that Saleem was transferred to the 
hospital after he had died at (he police 
station. They asserted that one sub¬ 
inspector Rashmi Mishra, along with 
some other police officials, had raided 
Saleem’s house in the night a few days 
back. Since the police had barged into 
Saleem’s bedroom where he and his wife 
were sleeping, a heated exchange took 
place between the family members and the 
police: Saleem took the opportunity to 
escape. According to Saleem’s mother, 
sub-inspector Rashmi Mishra, who was 
drunk at the time; had said that he would 
kill Saleem. Saleem did not return home 
after that night. The police came a 
number of times in search of Saleem to 
his house. 

When news of Saleem’s death reached 
his neighbours, relatives and friends (some 
of than Hindus), they suspected some 
foul play on the part of the police: They 
went to Dhanupali police station, which 
is the nearest police station, to protest 
ag ain s t what they thought was a lock-up 


death. There are conflicting reports of 
what followed the arrival of the crowd in 
front of the police station. According to 
the police, the agitated protestors snatched 
away thirty rounds of unused ammuni¬ 
tion, Rs 11,000 and a typewriter. The 
police station and two motorcycles 
belonging to police officials were set on 
fire. In retaliation, the police opened fire 
and one person named Md Samad died 
and two others were injured. Then the 
jeep of the Rairgkhol circle inspector, the 
car of Balangir SP and a state transport 
bus were also attacked. The people mar¬ 
ched to the town police station and 
three police officials including the SP, 
Sambalpur, were injured. A lathi charge 
was ordered and the crowd dispersed. 

The municipal corporation chairman 
and leaders of the communist parties went 
to the locality and tried to pacify the peo¬ 
ple. They promised that justice would be 
done and culprits brought to book. 

Although the crowd which went to the 
police station to protest Saleem’s death in¬ 
cluded Hindus, influential leaders of the 
majority community made it out to have 
been an attack on the police station by 
Muslims. False rumours of the death of 
five police officials became the topic of 
discussion in pan shops and tea stalls. In 
the morning of June 9, the dead bodies 
of Samad and Saleem were brought out 
and taken in a procession through Gole 
Bazar, the crowded business centre of the 
town. Reports published in major Oriya 
dailies suggested that “the procession tak¬ 
ing the dead bodies in a crowded area was 
the starting point of the trouble”. A group 
of Muslim youth accompanying the pro¬ 
cession asked shopkeepers to close down ; 
all shops. The supporters of BJP asked 
shopkeepers to keep their shops open. 
“After that three shops belonging to 
Muslims in that area were set on fire by 
BJP supporters”, reports a local weekly, 
The Muktakantha. After that full-scale 
rioting spread throughout the town. Many 
shops, houses, and business establish¬ 
ments were looted in different parts of the 
town and looting was followed by burn¬ 
ing of shops—in many areas. In all cases, 
the victims were Muslims. This suggests 
that there were groups who were well 
prepared beforehand to organise the riot. 


Although curlew was imposed after 
this, the looting and burning of shops 
continued unabated for the whole day. 
Over the next two days rickshaws and 
small shops were set on fire in different 
parts of the town, whenever curfew was 
relaxed. The police played the role of 
silent spectators on several occasions. “Wfe 
went to them and protested when we saw 
rickshaws belonging to Muslims being set 
on fire, but the police did nothing", com¬ 
plain the boarders of the Janardhan 
Pujhari post-graduate hostel of the 
Gangadhar Meher College; Sambalpur. 

tensions were further aggravated when 
the godown of a cracker factory owned 
by a Muslim, Salim Javed, was set ablaze 
on the 10th evening. A rumour was im¬ 
mediately circulated that Muslims were 
making bombs which had exploded. But 
later it was found that those who had got 
injured in that explosion happened to be 
Hindus. Apparently, the persons who had 
tried to set the factory on fire were also 
among those seriously injured. One of the 
injured succumbed to his injuries in the 
hospital. Six persons sustained serious 
injuries in the blast. After a week, an 
uneasy peace began to prevail in the town. 

The response of the Oriya press to this 
riots reveals a total lack of awareness of 
civil rights issues. Barring a few, most 
reports (hat appeared in the major dailies 
were arbitrary and self-contradictory. 
Sambad, edited by a BJP leader, published 
a long report on the incident on June 22. 
The report suggested two alternative 
causes of Saleem’s death—that he had 
been beaten up by a group of people 
near Ashoka talkies or that Saleem had 
been suffering from diarrhoea. Without 
examining these claims in any depth, the 
report concludes that “the police cannot 
be blamed for the death of Saleem". 
However, in that very report it was sug¬ 
gested that “proper investigations will 
reveal the secrets behind Saleem’s death”, 
thus indicating that there had been no 
proper investigation on the part of the 
reporters. It was surprising that a section 
of the press and politicians belonging to 
BJP and the Congress(l) were unhappy 
when two police officials, thought to be 
responsible for Saleem’s death, were 
Suspended and some other policemen 
were transferred. The editor of Cana 
Barla, a local newspaper which tried to 
present the incident in terms of violation 
of basic human rights, reportedly became 
the target of police harassment. Surpris¬ 
ingly, the Sambalpur bar association even 
failed to pass a resolution condemning the 
lock-up death. 

The growing communalisation of 
Orissa politics points towards a bleak 
future and deflects attention from the real 
issues affecting the survival of the people 
in this poor and backward state. 
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Thrust into High 

...impetus for growth 


"It was the best of times 
it teas the worst of times... 

The epoch of belief 
The epoch of incredulity " 

- Charles Dickens. 

lanes-that dt-strihc- the uncertainly ot another age 
capture the mood m India todav We are on the 
threshold ol a new era and the feeling is one of 
exhilaration mixed with apprehension With the 
abolition ol linnet cssary controls and the opening 
up ol the ctononix, we are witnessing a major 
transformation in the Indian economic scene. 

We welcome these changes and would like to 
congratulate the (iovernment for initiating these 
far reaching reforms Indian industry is at the 
cross-roads I lie urgent challenge before us 114one 
of nnpioung competitiveness, which means that we 
must haxe the latest technology, our products must 
meet international standards of quality, xve must 
meet our delivers commitments, we must keep 
costs under control and we must be totally 
committed to customer service and satisfaction. 

If India is to register its presence in the 
international arena, a massive national endeavour 
will be necessary. We must realise that any waste 
or inefficiency in any sector of the economy 
ultimately impinges on die cost of goods and 
services produced anywhere in the country. 

Our infrastructure will have to be substantially 
upgraded, made more efficient and cost-effective. 
We will have to find a solution to the question of 
closure of un viable units. Our productivity levels 
will have to be raised substantially and, most of 
all, our work culture and attitudes will have to be 
totally re oriented. 

The new environment w ill open up fresh 
opportunities for growtli and, at the same time, 
throw up the challenge ol international c< impetition 
(iovernment, industry and labour need to make a 
collaborative effort to face the task ahead. 

performance: for 1991-92 

The Company has registered excellent results for 
the year ended March 31, 1992. Sales and other 
income have increased to Rs 1766 crores, 
as compared io Rs- 1S T, crores for the previous 
year. Profit before tax has gone up for the third 
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successive year, increasing to Rs. 145 crores, 
as against Rs. 91 crores for the previous year - 
an increase of 59%. The Company had no rax 
liability fi ir the previous year because of the carried 
forward benefits in the form of depreciation and 
investment allowance. However, for the year under 
review, there is a tax liability of Rs. 43 5 crores. 
Profit after tax at Rs. 102 crores gives Earning per 
Share of Rs. 11 44 

Order booking went up from Rs. 1400 crores 
in 1990-91 to Rs. 2074 crores, an increase of 
48% leaving a comfortable order backlog of 
Rs. 1629 crores at the end of the year. 

The subsidiary and"associate companies have 
also registered impressive growth and profitability. 

MANUFACTURING 

Production of earthmoving and construction 
machinery at our Bangalore and Pithampur Works 
has recorded a substantial increase, A large 





numlier of hydraulic excavators operating on the 
prestigious Konkan Railway project have been 
supplied by us. 

Heavy Engineering Workshop has 
manufactured two hydrocracker reactors for 
Indian Oil Corporation’s refinery at Baroda 
We were the first in India to manufacture these 
reactors. Major projects executed and 
commissioned include special cut naphtha plant 
for Bharat Petroleum’s refinery at Trombav, 
ethylene terminal for liquid ethylene arid iv\o 
30 MW gas turbine co-generation captive power 
plants for Reliance Petrochemicals Limited. 

Many of these were deemed export orders, 
involving manufacture loi the first time in India 
Despite stiff competition, the t.ompanv lias 
achieved record business m switchgear products 
and maintained its leadership position 

W'e have manufactured and commissioned 
seven 300 tonne capacity torpedo ladle ears for 
Vizag Steel Plant. This is the first time that these 
were manufactured indigenously We are also 
executing an order for foui high a'aniiruum cold 
rolling mills for 1NDAI. 

Our presence in material handling and mineral 
processing areas is very well established 

The electronics business is growing at a verv 
last pace. The medical electionics equipment has 


been very well accepted, with the ultrasound 
mac hines taking a majoi share * it the market In the 
area of industrial automation, we commenced 
production of a new supervisors conn oiler with 
colour graphics. We als< > commenced manufacture 
of automatic telephone* exc linages with capacity up 
to 1400 lines 

CONSTRUCTION 

The Company’s ECC Construction Croup has 
established itself as rile largest construction 
organisation in the country. Substantial progress 
has been achieved in the construction ol 
< ontmuous casting plant lot the expansion of 
1 hirgapur Steel, a 1000 MW power station at Anpara 
m UP anti nuclear pouei station at Kaiga Cavil 
construction and equipment erection at the 
fertilizer plants of Naganuna Eemli/cr at Kukmada, 
Chamhal l ernli/erat Gadepan and Tata Chemicals 
at Babrala ate at various stages ol < ompletioti 
The Group has gained a reputation for excellence 
in construction and technological innovation. 
Wave cnergc caisson cunsti ui led in floating 
conditiiin has been towed yito the sea at Vi/hingam 
Harbour neat Thiruvatianlfiaputam and has started 
generating power tioni waces \ snpei speciality 
hospital, an an port and commumtv flats for 
Sri Sathva Sat Central Trusr, Puitjpartlii. have been 



India's first bydroenudter reactor manufactured at l&'/'s Hazira Works 
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Certificate for export excellence for 1990-91 fron 
the Engineering Export Promotion Council. 

We have recorded good exports of switchgear 
products to Asia and Africa, petrol pumps to 
Belgium, Australia and Zaire, and computer 
peripherals to Malaysia and Singapore. We have 
also increased our exports of bottle closures, 
Computer software exports are being given a major 
thrust with the installation of new IBM System 
ES 9000 which was made operational during the year. 

Export of agro-products recorded significant 
growth Orders have also been received from USA, 
Italy and UK for castings and forgings for # 
auto components. 

RESEARCH AND DEVELOPMENT 

Research and Development facilities of our Heavy 
Engineering Group were augmented with the 
addition ot sophisticated equipment. Work is 
underway on many areas of immediate interest. 

Switchgear R&D continued to introduce new 
product designs and additional features in existing 
products. New facilities were added to the various 
R&D and product testing laboratories. 

Through in house efforts, a new family of 
programmable controllers was introduced during 
the year Additional features were designed for the 
range of EPABX to make it suitable for international - 
markets. 

AWARDS 



constructed at record speed 

The Group lias made a major thrust in the 
construction of highways and bridges 

CEMENT 

Our cement continues to enjoy a leadership 
position in the market due to its consistent high 
quality'. Production during the year increased 
further to 22 -i5 lakh tonnes which represents 
102% capacity utilisation 

SHIPPING 

Dry bulk freight rates, which were firm in the first 
half of 1991, declined mainly due to political and 
economic developments in the erstwhile USSR 
'Hie weakness in the dry bulk market continued for 
the rest of the year but a significant recovery is 
expected beyond 1992 

The Company has received Government 
approval for the acquisition of two handymax bulk 
carriers and steps are being taken to identify 
suitable ships. 

INTERNATIONAL SALES 

The Construction Group received three more 
(wders for bridges in Sarawak State of Malaysia 
The Group has also signed a major contract for 
augmentation of the Trisuli hydro power project in 
Nepal. The Group received the second Best 
Performance Award in res|>ect of foreign exchange 
earned and repatriated to mdia from Overseas 
Construction Council of India,and the All-India 


As in the past, we received the 
“Good Industrial Design” Award for 1992 at 
Hanover Fair, Germany, for two switchgear 
products. 

We received the "Company Standardization 
Award '92", from thc^nstitute of Standards 
Engineers, for outstanding work in the field of 
standardization and quality systems. 

We were awarded a Certificate of Merit by the 
Government of India for import substitution of 
absorption tower for nitric acid, 

EMPLOYEE RELATIONS 

Employee relations at various Works and 
establishments continue to be cordial. Active 
co-operation of all sections of employees is a vital 
factor contributing to the Company’s growth and 
success. The Management wishes to place on 
record its deep appreciation of the employees’ 
contribution. 

COMMUNITY SERVICE 

We continue to render health and welfare services 
to the community, fiee of cost or at highly 
subsidized rates, in Bombay. The services provided 
through L&T Welfare Centre at Andheri were 
further strengthened with the installation of an 
ultrasound scanner. 

At Awarpur, VIKAS (Village Improvement 
Know -how And Skills) project is part of our 
endeavour to enhance the quality of life in villages 
around the cement plant 




Hard disk drirv being manufactured at 
l&T's electronic !; factory at Mysore 


At Kansbahal Works, the community service 
activities, which benefit the local adivasis, cover 
employment generation through ancillaty industry 
Community welfare programme also includes 
development work like approach roads, tube wells, 
supply of saplings, plants and seeds through our 
nursery, etc. 

ENVIRONMENT 

We have always been highly conscious of the need 
to pay attention to environment protectioh and 
have tried to maintain high standards of 
landscaping and tree plantation at various Works. 
We take pan in flower/vegetable shows, garden 
contests and displays organised by associations 
such as National Society of the friends of Trees and 
Bombay Rose Society in which numerous prizes 
and trophies are won regularly. 

The extensive tree plantation and afforestation 
work done at Awarpur Cement Works has been 
recognised by the Maharashtra Government by 
conferring "Vanashree” Award on the Company. 


Work on three cement projects in Orissa, Madhya 
Pradesh and Gujarat is progressing satisfactorily. 

All these projects are expected to be commissioned 
progressively by 1994. This will increase our cement ' 
manufacturing capacity to 6 million tonnes per year. 

The implementation of tractor project is 
progressing satisfactorily Production of hard disk 
drives and 3-1/2 inch floppy disk drives has begun 
at Mysore Works We are proposing to set up an 
export-oriented alumina plant in Orissa 

A new joint venture company, LVT Niro Limited, 
has been incorporated with 50°<> equity 
participation from Niro A/S, Denmark Niro is 
globally renowned for powder producing and 
processing techru >logy. The new Company will set up 
a modern workshop at Ranoli, near Vadodara, Gujarat. 

PROSPECTS 

We are conscious of the challenges of the new- 
economic environment and are responding with 
appropriate strategies to make our operations 
more competitive and customer-oriented We have 
engaged the services of a leading international 
management consultant to help us evolve a 
long-term strategy for growth and globalisation of 
our business. With the new opportunities before 
us, it will be possible for the Company to grow 
much faster than in the past. We have set for 
ourselves a sales target of Rs. i 0,000 crores for 
the year 1999-2000, and various activities are 
being directed towards achieving this target. 

The Company has many strengths built assiduously 
over the years. Our most formidable resource, 
however, is our people — people who are 
committed to their tasks, people who are geared 
to face the new challenges and convert them into 
opportunities. 

We, therefore, look to the future with great 
confidence 


(Excerpts from tire statement a / Mr I V A \to 
Managing Dint tor <• Chief Executin' < >/]ner, 
circulated to sl.raivhoUUrs ) 
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TAMIL NADU 

Construction Workers at Crossroads 

Gabriele Dietrich 
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In Tkmil Nadu the process of independent union building in the 
unorganised sector started 13 years ago with the formation of the 
Tkmil State Construction Workers’ Union and later expanded to 
cover various sections of contract labourers under the banner of 
the Tkmil State Labour Union. Tbday the struggle is in a crucial 
phase of its development and has a bearing on the process of 
organisation of the unorganised sector nationwide and on the role 
of independent unions in the political process. 


WHILE much is presently said and writ¬ 
ten about the autocratic ways of the Tkmil 
Nadu government—and rightly so—the 
formidable democratic struggles in this 
state are more or less ignored. This has 
to do with the fact that it is often common 
people without fame and connections who 
have given their energies and life blood to 
such struggles. It is time to take notice of 
the process of independent union building 
in the unorganised sector which started 13 
years ago with the formation of the Tkmil 
Manila Kattida Thozhilalar Sangham 
(TMKTS-Tamil State Construction 
Workers’ Union) and later expanded to 
various sections of contract labourers by 
the Tkmil Manila Thozhilalar Sanghani 
(TMTS-Tkmil State Labour Union). As 
this struggle is at present in a crucial 
phase, it is important to understand the 
issues involved. It has a bearing on the 
whole process of organisation of the 
unorganised sector all over the country. 
It also raises a question, what is the role 
of independent unions in the political 
process. 

RFCfcrsr Evt nts 

On July 28,1992 a procession of about 
15,000 construction workers, among 
whom was a strong contingent of women, 
many with children, wound its way in the 
blazing heat over a 7 km long route from 
May Day Park to the secretariat in Madras. 
However, the chief minister who was not 
willing to meet with the delegates, had 
given instructions to stop the procession 
not far beyond Parrys Corner. A group of 
representatives met the labour minister. In 
the meantime, the police neglected its duty 
to control the traffic along the route pro¬ 
perly, took threatening postures and tried 
to disperse workers. As shops in the area 
were closed, no mike connection could be 
provided and crowd control took place 
through a single battery mike. While it is 
customary for Madras police to provide 
water for demonstrators this arrangement 
had also not been made. Union represen¬ 


tatives like president Pitchaimuthu, 
secretary M Subbu and Women’s Front 
leader Geeta while leaving no doubt about 
their militancy appealed to the police to 
support the legitimate democratic strug¬ 
gle of the workers. The meeting was also 
addressed by renowned labour leader D 
Thangappan of Kamani TUbes, Bombay, 
Palayam, district president of Fennurimai 
lyakkarn and P Bakrisamy, secretary of 
the national federation of construction 
labour. 

The following demands were put 
forward: 

(1) implementation of the Tkmil Nadu 
Manual Workers’ Act 1982 and immediate 
Gazette Notification of the scheme sub¬ 
mitted by Tamil Manila Kattida Thozhiia- 
lar Sangham and setting up of tripartite 
labour boards in district head quarters. 

(2) Registration of workers and emplo¬ 
yers, regulation of employment and im¬ 
plementation of ESI, PF, gratuity, pen¬ 
sion, housing and creches. 

(3) Control of prices of building 
materials and of essential commodities. 

(4) Keseivaiion of 25 per cent Econo¬ 
mically Weaker Sections Houses (EWS) 
for construction labourers. 

(5) Registration of the Madras- 
Chcngaipat MGR District Housing Co¬ 
operative Society. 

(6) Enactment ol a central law, the Con¬ 
struction Workers (Regulation of Employ¬ 
ment and Conditions of Service) Bill as 
submitted by the National Campaign 
Committee for Central Law on Construc¬ 
tion Labour headed by justice V R 
Krishna Iyer. 

labour minister Raghupathy in his 
discussion with the union representative 
assured that the Tkmil Nadu government 
had a plan to introduce a scheme for con¬ 
struction labour before the end of 
September and also fixed appointment for 
talks with the union in August. It is like¬ 
ly that the Tkmil Nadu government in the 
present situation will have to introduce 
such a scheme in order to save its populist 
face. However, whether implementation of 


labour represe nt ation on the tripartite 
boards can be safe-guarded or whether 
ruling party nepotism will prevail. 

Historical Background 

The present agitation is the outcome of 
a gigantic protracted struggle to unionise 
the 25 lakh construction warfeen in Dunil 
Nadu and to bring into being a central 
legislation covering nearly two crons con¬ 
struction workers in the country. Next to 
agriculture, construction work employs 
maximum labour in the unbrganised sec¬ 
tor. As TMKTS secretary M Subbu, who 
has a background in civil engineering and 
house construction himself, has pointed 
out: Construction work is a perennial in¬ 
dustry and is a very crucial one. Without 
these workers in the brick kilns, the quar¬ 
ries, the urban and rural construction 
sites, there would be no roads, no d»«w« t 
no canals, no private houses, no schools, 
no hospitals, no temples, no stadia, no ad¬ 
ministrative buildings. At the same time, 
conditions of employment in this sector 
are pathetic, fragmented by contract and 
subcontract. As construction workers are 
a shifting population and work under 
unclear employer-employee relationship, 
none of the basic labour laws like Mini¬ 
mum Wage Act, Equal Remuneration Act, 
Inter-State Migrant Labour Act, Contract 
Labour (Regulation and Abolition) Act 
are implemented. This is also true for 
welfare legislation like Maternity Benefit 
Act, Employees State Insurance Act, Pro¬ 
vident Fund Act, etc. This means that con¬ 
struction workers who provide housing 
and infrastructure for the whole nation, 
are to a large extent houseless themselves 
and never sure of their tomorrow. For in¬ 
stance the difficulty of registering a hous¬ 
ing co-operative society of construction 
workers lies in their insecurity of employ¬ 
ment. income and place of residence. 
Maternity benefit, PF, gratuity, regular 
employment and leave look like a distant 
dream to them. “We arc building houses 
for others but we are squatting on the 
sand" is one of their slogans. 

The present negotiations are the result 
of 13 years of protracted struggle and 
painstaking organisational work in 18 
districts of Tkmil Nadu as well as at tire 
national level. The TMKTS was formed 
in 1979 in the wake of severe cement scar¬ 
city which drove workers to starvation and 
suicide The demand was to make cement 
available in the open market. They nego¬ 
tiated with the then labour minister 
Raghuvanandan and demanded security 
of employment, ESI benefit compensa¬ 
tion in cases of accidents and deaths, 
compensation during rainy season. The 
workers wanted a strong organisation to 
fight for their demands. It was a difficult 
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different guild* Us masons, carpenters, 
pointers. There are also caste and gender 


duttry.titisgroup had been constituted 
by the government of India to look into 


factors involved as 'chittaT work is done 
bydaMtsand women. Instead of re pre sen - 
ting people by their implements, the flag 
Of the union shows the product of joint 
effort: the building. The initial years were 
spent in struggle for legal protection to 
construction workers. In 1982, the Thmil 
Nadu Manual Worker* Act was enacted 
which covert construction workers in the 
10th schedule: However, the scheme to go 
with it has not been introduced so far. 
1984 saw a big convention in Madurai and 
district level hunger strikes at 100 places. 
Picketing was held outside Fort St George 
in Madras demanding accident compen¬ 
sation of Rs 10,000 for death due to acci¬ 
dent. This demand was granted in two 
phases. First Rs 5,000 was agreed to in 
October 1984 and then the amount was 
increased to R$ 10,000 after further 
struggle. 

In 1985, the National Seminar on Con¬ 
struction Labour was organised by the 
TMKTS which mooted the idea of tripar¬ 
tite construction labour board’s drawing 
on the experience of the Dock Workers 
(Regulation of Employment) Act 1948 
and the Maharashtra Mathadi, Hamal 
and Manual Workers (Regulation of 
Employment and Welfare) Act 1969. The 
National Campaign Committee for Cen¬ 
tral Law on Construction Labour was 
formed and went through a novel and uni¬ 
que process of formulating a legislation 
with full participation of the workers 
themselves. Regional sessions were held in 
Delhi, Bombay, Madras and Bangalore. 
All the central federations like AITUC, 
BMS, CITU, HMKP, HMS and UTUC 
came forward to support their campaign. 
In 1986, the draft proposal of The Con¬ 
struction Workers (Regulation of Employ¬ 
ment and Conditions of Service) took 
final shape. On December 5,1986 the bill 
and scheme were submitted to the Peti¬ 
tions Committee of the Lok Sabha sup¬ 
ported by over four lakh signatures of 
construction workers from all over the 
country. The crucial feature of the bill is 
that it formulates ways of overcoming the 
unstable employer-employee relationship 
by tripartite boards consisting of workers, 
employers and government representa¬ 
tives, the number of workers being no less 
than the other two parties representatives 
together. The board will regulate employ¬ 
ment, resolve industrial disputes and 
safeguard appropriate conditions of 
service. 

While the bill was supported by the 
mainstream trade unions, the Builders’ 
Association of India (BAI) tried to under¬ 
mine the work of the tripartite working 
group on building and construction in- 


the difficulties in implementing existing 
legislations among construction labour. 
The Final report of that group could not 
be submitted due to the intervention of 
the BAI. At least the attempt of the BAI 
to substitute the final report by a Bipar¬ 
tite Committee report could be foiled by 
the NCC-CL. This was the background 
for pressing for the legislation in front of 
the Petitions Committee. 

A big convention took place in Madras 
in 1987 for implementation of Manual 
Workers Act and Tripartite Construction 
Labour Boards. Hundreds of workers 
were arrested while picketing outsideFort 
St George. Processions were taken to all 
the district collectorates and to the Raj 
Bhavan in Madras in 1988. At the end of 
December the NCC-CL was summoned 
to tender evidence before the petitions 
committee of parliament. However, on 
December 5,1988 a bill under similar title 
‘The Building and Other Construction 
Workers (Regulation of Employment and 
Conditions of Service) Bill’ 1988 was in¬ 
troduced in the Rajya Sabha. Despite its 
title this bill does not contain a single line 
regarding regulation of employment or 
social security and very little on labour 
welfare measures of construction workers. 
It basically deals with some safety 
measures. The NCC-CL submitted a criti¬ 
que of the government bill to the Petitions 
Committee in which it started that “in the 
absence of self-implementing mechanism 
in the form of Tripartite Construction 
Workers Boards, as in the Dock Labour 
Boards under the Dock Workers (Regula¬ 
tion of Employment) Act 1948, the law 
will not be successfully and effectively 
implemented”. 

The efforts of the NCC-CL bore fruit 
in a dramatic way when the Petitions 
Committee submitted its report to the Lok 
Sabha on July 25, 1989 in which it recom¬ 
mended withdrawal of the government bill 
pending in the Rajya Sabha in order to 
pass a comprehensive bill along the lines 
of the proposals of the NCC-CL. It also 
recommended that the NCC-CL be con¬ 
sulted in the process of not only drafting 
the bill but also the detailed rules for im¬ 
plementation. The labour secretary, when 
asked why NCC-CL had not been con¬ 
sulted during the process of drafting the 
government bill took recourse to the argu¬ 
ment that the NCC-CL was an ad hoc 
body and not a recognised national trade 
union. The recommendation of the Peti¬ 
tions Committee came exactly one day 
before the government bill was to be voted 
on in parliament. 

In the meantime, efforts to bring about 
state level legislations were all the time 
going on. 1989 saw another march to Fort 


St Oeorge and a big convention 
Madurai. The then labour minuter fkHt 
Muthuramalingam gave assurance for im> 
plememation of Manual Workers Act,' .‘.‘1 
The government passed a GO to coni 
stitute a Tripartite Advisory Committee ^ f 
which was also formed. 

In February 1990 a national seminar : ' 
was organised by the NCC-CL and the 
then union labour minister Ram Vila* ' 
Pas wan addressed a massive construction 
workers rally and accepted the memoraa-' % 
dum promising to implement tripartite { 
construction workers boards. The scheme 
prepared by NCC-CL was submitted by 
TMKTS to the government and accepted i 
in principle. On March 30, 1990 a massive 
rally took place on Boat Club lawns in 
Delhi and an NCC-CL delegation led by 
justice Krishna Iyer submitted a petition 
to prime minister V P Singh, signed by 
over a million people. 

In Thmil Nadu, the struggle was follow¬ 
ed up with dhamas all over the slate out¬ 
side government offices in May and 
November 1991. At the end of 1991, finally 
the National Federation of Construction 
Labour (NFCL) was formed which had its 
inaugural meeting on December 15. A ma¬ 
jor prftcession of the representatives of 
NFCL was held in early 1992 in Delhi. 

A New Type of Union Work 

The struggle of the TMKTS and the 
NCC-CL and of late the NFCL represent 
a new type of union work which goes 
beyond mere struggle for legislation. In 
the process, a strong organisational struc¬ 
ture has been formed which has safe¬ 
guarded intense workers participation at 
all levels. In this process, traditional caste 
differences expressed in the feudal values 
of the guild system have been melted 
down. The workers have developed a sense 
of identity and self-respect rooted in the 
perception that theirs is an ancient and 
perennial industry at the centre not only 
of urban culture but even of agriculture 
since irrigation is not thinkable without 
the building of bunds, ponds, canals and 
tanks. They therefore ask for the protec¬ 
tion of labour laws with confidence and 
for the first time in history proceed to 
fotm co-operative housing societies in 
order to achieve shelter for themselves. 
Important participation has come from 
the women. The TMKTS has a very strong 
women's wing led by Gceta, a trade 
unionist of long-standing experience who 
was also part of the Tripartite Working 
Group. Women have not only demanded 
maternity benefits and creche facility for 
their children, they have also been involv¬ 
ed in campaigns against alcoholism, taken 
up cases of violence and are involved in 
skill training of women construction 
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At the tame time; the prewat situation Macs' tar beyond 
it e critical one. Despite gigantic efforts 


’ workers as masons. This is part of the ef¬ 

fort of TMKTS to launch constructive 
programmes. In 1991, the union set up the 
Construction Workers Building Centre in 
Madias which promotes cost effective and 
appropriate technologies in the industry 
and tries to train a workforce which is 
skilled in implementing these techno¬ 
logies. Women chittal workers have been 
trained in masonry. Masons on the other 
hand have been taught the principles of 
basic engineering to generate a scientific 
temper and environmental awareness 
among workers., 

The organisational work of TMKTS 
has also inspired workers in other in¬ 
dustries and many new organisations have 
sprung up in the unorganised sectors and 
among contract labourers. Supportive 
links have been established with unions in 
the organised sector and with the autono¬ 
mous women’s organisation Pennurimai 
lyakkam. The union has been an inspira¬ 
tion for independent unions in the coun¬ 
try. A political culture is being built which 
cultivates values of basic democracy and 
accountability. 


BY 1999 at the latest, the 12 member-states 
of the European Community (EC) plan 
to create a European monetary union 
(EMU). The implications of this develop¬ 
ment for the conduct of national fiscal 
policy by member-states arc profound and 
not well understood. Under the terms 
agreed at Maastricht, monetary policy will 
be operated by an independent European 
Central Bank (ECB), which will be charg¬ 
ed with a statutory obligation to pursue 
price stability, while member governments 
will be subject to binding rules for budget 
deficits and public debt-io-income ratios. 

This article surveys the growing debate 
between those who argue for retained na¬ 
tional sovereignty in the area of fiscal 
policy and those who back formal rules. 
The former point out that, since the na¬ 
tional economies of the EC will remain 
imperfectly integrated for the foreseeable 
future, asymmetric supply and demand 


it is difficult for such independent 
movements to reap the fruits of their 
struggles. If a scheme on construction 
workers is not introduced at this juncture, 
the struggle will have to continue. 
However if, more likely, a scheme is-now 
introduced, the Dunil Nadu government 
will try to hijack the implementation of 
it and will try to ensure control of the 
tripartite boanis by powerful party chan¬ 
nels. While the TMKTS has a member¬ 
ship of over 20,000 it will still be difficult 
to represent the interests of 25 lakh con¬ 
struction workers in tripartite boards. 
There will be need for fast expansion of 
membership skills in administration and 
mote so in accountable democratic func¬ 
tioning at the grassroots level. The 
workforce trained in militancy may find 
it difficult to live up to this new task. It 
will require an enormous amount of 
energy to withstand the manipulative 
onslaught of established party politics. 
However, if this , battle succeeds it will 
make its point that basic democracy is not 
easily killed in Ihmil Nadu. 


shocks within individual member-states 
will continue to call for different macro- 
economic policy responses from one 
country to the next. 1 With monetary 
policy set centrally, the argument runs, it 
will be imperative that governments are 
able to make national fiscal policy free of 
external restrictions. On the other hand, 
the un-coordinated setting of national 
fiscal policies may have unintended cross- 
border spillover effects, while the inter¬ 
dependencies that exist between monetary 
and fiscal policy suggest that, in the 
absence of formal rules, national bud¬ 
getary policies may undermine the anti- 
inflation stance of the ECE 
This debate, which is opening up new ter¬ 
ritory in the way that economists and 
political scientists theorise the relationship 
between monetary and fiscal authorities, 
offers important new insights into the 
organisation of federal states and trading 


Implications for National Fiscal 
Policy 

The creation of an independent ECE 
with a statutory responsibility for main¬ 
taining price stability, will clearly have im¬ 
portant implications for the governments 
of member states—not least, it will end 
the ability of governments to manage (he 
‘political business cycle 1 by using surprise 
inflation for electoral purposes. EMU will 
also affect national public finances in 
three other ways. 

First, the right to issue flat money (i e, 
notes and coin) will be transferred from 
national governments to the ECE so that 
‘seigniorage’ profits will be lost to national 
governments.* Southern Mediterranean 
countries will be particularly adversely af¬ 
fected by this change. At present, these 
countries have relatively undeveloped 
financial systems, which means that their 
currency ratios (i e, currency as a propor¬ 
tion of the money stock) are higher than 
in northern states. This region also suf¬ 
fers relatively high inflation rates, which 
continuously erodes the real value of cur¬ 
rency in circulation, obliging the private 
sector to hold ever larger cash balances for 
transactions purposes. Against the back¬ 
drop of inflation, currency issue thus 
serves as an ‘inflation tax’, with the 
government effectively financing current 
expenditure by issuing non-redeemable 
debt with a negative return equal to the 
rate of inflation. The higher the currency 
ratio and the higher the rate of inflation, 
the greater the importance of the inflation 
tax for national governments. 

There are, however, two forces at work 
reducing the significance of the inflation 
tax. One is the disciplining effect of the 
ERM, which has forced inflation rates in 
participating states (including Italy and 
Spain) to converge on northern rates. The 
other is the completion of the internal 
market which, by removing capital con¬ 
trols and other obstacles to the integra¬ 
tion of financial markets across the EC, 
should lead to intensification of cross- 
border competition in the banking in¬ 
dustry and a steady reduction in the pre¬ 
sent variation in currency ratios across the 
EC. 

The second obvious implication of 
EMU for national public finances is that 
the requirement of economic indepen¬ 
dence for the ECB will deny governments 
the right of automatic, unlimited access 
to central bank credit. In contrast to the 
present arrangements within many member- 
states, ‘residual financing’ of the budget 
deficit by the national central bank will 
no longer be an option. Governments will 
be forced to cover deficits in their entire¬ 
ty via the issue of securities. Monetisation 
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The growing debate between those who argue for retaining 
national sovereignty in the area of fiscal policy and those who 
back formal rules offers important new insights into the 
organisation of federal states and trading blocs far beyond 
Europe’s frontiers. 
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only occur m a by-product of norma1 
open-market operations and only to the 
extent that it is consistent with the over¬ 
riding objective of maintaining price 
stability. 

Thirdly, EMU will not only prevent na¬ 
tional governments from using surprise in¬ 
flation to affect unemployment for elec¬ 
toral purposes, but it will also prevent sur¬ 
prise inflation being used to amortise 
outstanding government debt by eroding 
its real value Households lend to govern¬ 
ment on the basis of the expected real rate 
of return on the bonds they buy, which 
reflects both the nominal interest rate of¬ 
fered and the expected rate of inflation 
over the term of the bond. Surprise infla¬ 
tion, by definition, increases the actual in¬ 
flation rate above the expected inflation 
rate, reducing the real rate of return on 
government debt by an amount equal to 
the size of the surprise inflation. 

As the size of the surprise inflation in¬ 
creases, the actual real rate of return falls 
below the expected rate and at some point 
becoming negative. The result is an infla¬ 
tion tax analogous to the seigniorage pro¬ 
fits from currency issue. In the case of 
government debt, the impact of surprise 
inflation is only transitory, since as infla¬ 
tionary expectations adjust, the real rate 
of return that investors demand on new 
bond issues recovers to its previous value. 
However, because bonds may be issued 
with up to 30-year terms to maturity, the 
government does not incur the higher in¬ 
terest costs until the outstanding stock of 
bonds has all fallen due for redemption. 
In the interim, the real value of the 
outstanding debt has declined, without 
bond holders having been compensated by 
higher interest payments. The amortisa¬ 
tion of debt in this fashion has, over the 
post-war period, allowed many EC govern¬ 
ments (including the British government) 
to dramatically reduce the ratio of govern¬ 
ment debt to GDP without the need for 
adjustment in their underlying budgetary 
position. 


Budget Deficits and Government 
Solvency 

The importance of the inflation tax in 
maintaining government solvency, and the 
implications of stable prices within a 
future. EMU, can be more formally ex¬ 
plored by considering the relationship bet¬ 
ween the budget deficit, national income 
and the stock of government debt. Govern¬ 
ment solvency means that the real debt. 
burden, as measured by the ratio of 
government debt to national income or 
gross domestic product (GDP) does not 
grow without limit. Although a sustained 
budget deficit continuously increases the 
stock of debt, insofar as national income 


it also growing over time, ttplvency simp- 
ly requires that, in steady state, govern¬ 
ment debt grows no faster than national 
income. 

At present, national governments in 
many member states can rely on seignio¬ 
rage profits to keep the budget deficit in 
check and, ultimately, surprise inflation 
to ensure solvency. That is, if the debt-to- 
income ratio is on an explosive path, sur¬ 
prise inflation can be used to amortise 
outstanding debt (i e, reduce its real value), 
thereby bringing down the debt to income 
ratio without immediately resulting in an 
offsetting increase in debt service costs 
(and the budget deficit). By removing 
both these escape routes, EMU will, in 
principle, force governments to take 
responsibility for their own solvency. 
Recognising the painful adjustment which 
some member governments potentially 
face, the Maastricht Treaty included as 
part’ of the convergence criteria that par¬ 
ticipating countries meet the two follow¬ 
ing requirements: 

(i) that their national budget deficits must 
be less than 3 per cent of GDP; and 

(ii) that their national government debt 
must be less than 60 per cent of GDP 
(if it is not, the ratio must be ‘suffi¬ 
ciently diminishing and... appro¬ 
aching this value at a satisfactory 
pace”). 

Present State of EC Public Finances 


fill filled the Maastricht crihttkiwrprtlfel; 
finances. Perhaps more importantly, the ' 
table also illustrates the primary balances 
required to stabilise debt to income ratios 
in each country at their present values, ' 
given their present stocks of debt and 
assumptions about future growth and raal> 
interest rates. The ‘sustainability gap** 
represents the difference between the 
primary balance in 1991 and the primary 
balance required to stabilise the debt to 
income ratio at its present value (positive 
figures indicate a tighter fiscal stance is 
required for sustainability). 

in 1991, five member-states (Germany, 
Greece, Spain, Italy and the Netherlands) 
were running unsustainable prjmary • 
balances, implying a contractionary fiscal 
adjustment to ensare long-run solvency. 
Moreover, even though public finances in 
the other seven member-states is presently 
sustainable in a technical sense, four of 
this group (Belgium, Denmark, Ireland 
and Portugal) have debt to income ratios 
which exceed the EC’s required 60 per cent 
ceiling. Although each of these is present¬ 
ly running a primary surplus in excess of 
that required for solvency (as evidenced 
by a negative sustainability gap), depen¬ 
ding upon how rapidly the EC demands 
that debt to income ratios are brought 
down to the reference value, one or more 
of these countries may also be required 
to tighten its fiscal stance in order to 
satisfy the convergence criteria. 


Although solvency is compatible with 
a sustained budget deficit, it is important 
to recognise that, due to the increasing 
cost of debt servicing, solvency neverthe¬ 
less implies adjustment in the so-called 
‘primary balance’ of the national public 
finances. The accompanying table takes 
a closer look at the national public 
finances in member states. It shows that 
in 1991, only three member.states (France, 
Luxembourg and Britain) unambiguously 


Necessity of Rules 

The considerable fiscal adjustment re¬ 
quired by a number of member states to 
satisfy the fiscal rules laid down in the 
Maastricht "Beaty raises the issue of the 
extent to which such binding constraints 
are really necessary for the success of 
EMU. In a closed economy, provided that 
(he central bank’s independence is ab¬ 
solute and its commitment to price stabiii- 
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Country 

Dcbi Ratio 
1991 (Per 
Cent of 
GDP) 

Budget 
Balance 
1991 (Per 
Cent of 
CiDP) 

Primary 
Balance 
1991 (Pei 
Cent ol 
GDP) 

Growl h 
Rate 

(Assumed) 

Required 

Pi unary 
Balance 
(r 5 Per 
Cent) 

Sustaina¬ 

bility 

Gap 

Belgium 

129 4 

6 0 

49 

t 0 

2.6 

- 2.3 

Denmark 

66 7 

1 6 

5 8 

3.0 

1 3 

-4.5 

Germany 

45.6 

i 2 

0 5 

.3 0 

0.9 

1.4 

Greece 

96.4 

17 8 

4 6 

3 5 

1 4 

6.0 

Spain 

45 6 

5.9 

0 3 

3.5 

0.7 

1.0 

France 

47 2 

1 5 

1 7 

3 0 

09 

-0.8 

Ireland 

102 8 

4 1 

4.2 

3 5 

t 5 

-2.7 

Italy 

101.2 

- 9.9 

0 3 

3.0 

2.0 

1.7 

Luxembourg 

69 

19 

2 5 

3 0 

0.1 

-2.4 

Netherlands 

78,4 

44 

1 5 

3 0 

1.6 

0.1 

Portugal 

64.7 

5.4 

3 1 

3 5 

1.0 

-2.1 

UK 

4} 8 

2 0 

1 2 

30 

0.9 

-0.3 

EC 

620 

4 3 

MIX 

3 2 

-t 1.1 

-0.3 


Sourer. FC commission. 
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ty credible, then there is no need Tor fiscal 
rules. In selecting its fiscal stance, the 
government must take into account the 
reaction of the central bank, so that the 
government can choose its most desired 
monetary-fiscal mix consistent with price 
stability. Post-EMU, however, while res¬ 
ponsibility for monetary policy will be 
vested with the ECB, fiscal policy will be 
made by not one, but 12 national govern¬ 
ments. The risk of possible ‘fiscal exter¬ 
nalities' as result of non-cooperative fiscal 
policy-making by member-states provides 
the first rationale for the fiscal rules laid 
down at Maastricht. 

After EMU, each national government 
will be borrowing in a<unified EC capital 
market. Abstracting from Ricardian no¬ 
tions of ‘debt equivalence’, the impact of 
additional borrowing by any one govern¬ 
ment on the (EC) interest rate paid for 
that borrowing will, accordingly, be less 
than is presently the case, since the na¬ 
tional capital markets in which govern¬ 
ments now borrow are still partially 
segmented. In future, each government’s 
borrowing will impose a spillover cost on 
other member states, by marginally rais¬ 
ing the cost of borrowing for all govern¬ 
ments and reducing the rate of capital ac¬ 
cumulation in other member states.’ The 
outcome is likely to be that each govern¬ 
ment runs larger budget deficits and ac¬ 
cepts a higher debt-to-incomc ratio than 
if these externalities were internalised. 6 
The EC interest rate will be higher and the 
composition of GDP skewed, with private 
investment being crowded! out and the 
public sector excessively large. Fiscal rules 
are, against this background, one way of 
internalising these fiscal externalities and 
removing the tendency for the government 
sector to grow, post-EMU. 

The second argument for fiscal rules 
applies equally to a closed economy and 
the member-states of the EC. It turns on 
the proposition that, in the final analysis, 
the independence of the ECB can never 
be absolute and that, knowing this, 
member governments will ignore solvency 
conditions and allow their debt-to-income 
ratios to grow explosively unless checked 
by formal rules. This approach is associ¬ 
ated with the so-called ‘Minnesota school 
of debt monetisation', 7 which suggests 
that the central bank will ultimately have 
to monetise growing public debt so that, 
despite the ECB's apparent independence, 
national governments will be able to evade 
responsibility for their own solvency and 
run excessive deficits. 

The pressure for looser monetary policy 
and debt monetisation co»h operate in 
one of two ways. First, the . narcing of 
expit:growing budget deficits will ex¬ 
ert upv-iti pressure on the 1*0 fnr.erest 
rate. If ih ' H.'h -vs;.; i u a strict, 

ar:;-injianonary policy, the result would 


be an inexorable shift in the composition 
of EC GDP, away from investment towards 
public consumption. The slow-down in 
the rate of capital accumulation would, 
in turn, reduce the rate of economic 
growth, obliging the ECB to pursue an 
ever more restrictive monetary policy in 
order to maintain price stability. If na¬ 
tional governments believe that the ECB 
will be unable to resist political pressure 
to break out of ihe ensuing high interest 
rate, low growth circle—monetising ac¬ 
cumulated public debt in the process- 
then they will have no incentive to avoid 
otherwise unsustainable fiscal policies. 

Secondly, even if the ECB were able to 
resist pressure to arrest the upward march 
of EC interest rates, at some point member 
governments that had violated the basic 
solvency condition would, inevitably, en¬ 
counter a credit crunch. Expecting that 
such governments would oe unable to ser¬ 
vice further borrowings, the EC capital 
market would refuse to make further loans 
(or, alternatively, charge an infinitely high 
risk premia in the interest rate offered, 
which amounts to the same thing). Is it 
conceivable that the EC could allow one 
or more of its member governments to 
become insolvent? While the commission 
has made great play of the ‘no bail-out’ 
clauses in the Maastricht 1>eaty, the EC 
is founded on notions of collective finan¬ 
cial solidarity. The willingness of the ECB, 
in the limit, to protect its anti-inflationary 
credentials by forcing one or more member 
governments into financial crisis must 
therefore be in doubt. Moreover, to the ex¬ 
tent that the bulk of outstanding public 
debt will remain dominated in national 
currencies (rather than ECUs) for many 
years, the best course of action for insol¬ 
vent governments would be to bieak away 
from EMU in order to freely resort to debt 
monetisation. Such withdrawals would 
seriously damage EMU, further adding to 
the pressure on the ECB to monetise the 
debt of such countries. 

Provided that the ECB enjoys a reputa¬ 
tion for rigidly sticking to the objective 
of price stability, then fiscal rules are only 
necessary to avoid fiscal externalities— 
they are not essential to the design of a 
successful, anti-inflationary monetary 
policy." Yet financial solidarity and 
related considerations suggest that there 
may be a widespread presumption that the 
ECB will ultimately bail out insolvent 
governments along the lines suggested by 
Sargent and Wallace’s ‘unpleasant mone¬ 
tarist arithmetic’ argument, encouraging 
member-states to pursue excessively lax 
fiscal policies and thereby undermine the 
ECB’s anti-inflation credibility. Pre¬ 
determined fiscal rules, which place exter¬ 
nal constraints on national public finan¬ 
ces, may therefore be the only means 
(short of forcing one or more member 


governments into financial critU)of 
establishing the ECB’s reputation for 
maintaining price stability. 

Note# 

1 See Begg, Da al (1991), ‘European Monetary 
Union—The Macro Issues’ in The Making 
of Monetary Union. CEPR and Healey, N 
and Levine, P (1992), ‘The Economics of 
European Monetary Union’, Discussion 
Papers in European Economic Studies, 
No 8/92, Centre for European Economic 
Studies, University of Leicester. 

2 See Emerson, M el ai (1992), One Market. 
One Money: An Evaluation of the Potential 
Benefits and Costs of Forming an Economic 
and Monetary Union. Oxford University 
Press. 

3 Article I04B, Treaty on Economic and 
Monetary Union. 

4 See Emerson, M, a al, op cit, for a more 
detailed discussion of sustainability gaps.. 

5 By putting upward pressure on the EC in¬ 
terest rate, borrowing by one member state 
may impose an additional spillover cost on 
its neighbours by causing an appreciation in 
the EC exchange rate vis-a-vis the rest of the 
world, leading to the crowding out of net 
exports. 

6 Levine, P and Pearlman, J (1992), ‘Fiscal and 
Monetary Policy under EMU: Credible In¬ 
flation Targets or Unpleasant Monetary 
Arithmetic?’, Discussion Papers in European 
Economic Studies. No 11/92, Centre for 
European Economic Studies. 

7 Sargent, T J and Wallace, N (1981), ‘Some 
Unpleasant Monetarist Arithmetic’. Federal 
Reserve Bank of Minneapolis Quarterly 
Review. Vol 5, No 3. 

8 Levine, P (1992), ‘Fiscal ftjlicy Co-ordination 
under EMU and the Choice of Monetary In- 1 
strumem’. Discussion Papers in European 
Economic Studies, No 10/92, Centre for 
European Economic Studies. 
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Security, Deterrence and the Future 

iUji Ra manna 


Stability is never possible with the ultimate weapons in the hands 
of a few. The problem cannot also be fragmented into regions of 
the world. Such fragmentation can only mean regions of influence 
for the purpose of security, for behind each region there will be a 
nuclear power to play the old colonial power politics. 


WHILE much has been written and said 
about the subject of ‘Security, Deterrence 
and the Future’, most people have not 
realised its significance for the future. In 
recent times security and deterrence have 
put the world to ransom, and the various 
interpretations of the term have confused 
most people. It is a burning issue of the 
hour and it is important that its implica¬ 
tions are made known to the public. 

If the world has to survive as a place 
for everyone to flourish whatever be his 
country, colour, ethnicity, culture and 
historical background, the pioblem of 
security and deterrence for each of them 
has to be resolved, and the future made 
more secure for all. The world is still a 
fragmented society and many important 
decisions are still taken on the basis of 
divisions. In the narrow colonial world of 
the past, few questioned cither the rele¬ 
vance or the ordering of fragmentation. 
But now that competition has become 
more equitable between nations and peo¬ 
ple, rivalry has become more obvious and 
sometimes openly violent. Some people 
even believe that a return to some kind of 
colonial regrouping is indeed an actual 
alternative and attempts ate being made 
to bring it in by the back door. 

The problems of security have become 
so complex and involved in recent times 
that, if peace is to prevail, it cannot be left 
to the decisions of only politicians and 
military-men. The implications for the 
future of the human race are so great that 
its very survival is in question. 

These statements may seem like old 
cliches, for the subject has been debated 
in similar language for nearly half a cen¬ 
tury. Be that as it may, at the moment no 
tangible solutions are in sight, and what 
is worse, there is no strong evidence of 
even a desire to find a solution. A problem 
like this cannot remain for long with 
neither a solution nor even a desire for 
one, without a catastrophe of some hor¬ 
rendous type appearing on the scene Each 
day adds to the many irreversible situa¬ 
tions and some people have begun to feel 
that the'only way out is through violent 


and unjust solutions. 

Let me briefly trace the nature of the 
problem to be able to focus on the ever- 
expanding difficulties. 

In the past, right from ancient times, 
we in India, as people in other countries, 
have suffered because of inadequate 
defence preparations. At times we have 
faced total disappearance as a civilisation. 
The whole world knows, in spite of all the 
writings on the subject, that even now 
military power is the only power that is 
respected. It a large-scale war has been 
avoided since the second world war, the 
mutual fear oi total annihilation on both 
sides has been the reason. Though very 
recently the possibilities of a global war 
at the superpower level have receded, one 
has to note that the psychology of fear, 
weakness and helplessness on the one 
hand and the arrogance of power on the 
other have been enhanced. This is a posi¬ 
tion of very unstable equilibrium 

Since the end of the second world war, 
the problem of security has become ag¬ 
gravated because of two reasons: military 
power has become synonymous with tech¬ 
nological and industrial power, and new 
developments in technology have brought 
the situation to a state where weapons of 
destruction have not merely been improv¬ 
ing in potency in some linear manner, but 
a fundamental change in overall capability 
has taken place. Besides being assisted by 
automation, never dreamt of before, some 
of them have reached the status of what 
is known as ‘ultimate’ weapons, i e, their 
individual destructive capacity is more 
than what the world can bear. The 
‘ultimate’ weapon has the power of 
destroying vast areas of the earth and 
making them uninhabitable in a matter of 
a few seconds. In spite of this, the 
‘ultimate' nature of modern weapons does 
not by itself seem to be sufficient for 
countries to give up further development 
of more efficient weapons. Greater effort 
is being put on defence research, and the 
testing of weapons continues as before. In 
some countries the burden of deterrence 
has messed up not only their entire 
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economic structure but even their vMyw 
integrity as nations. " 

The impression created towards the eTO?*i 
of the second world war was that new/J 
technologies created during the war wot*$t^| 
be available only to a few advanced coTOs);’ij 
tries, and such a situation, though TO* 
realistic, would continue to stay that way^ \\ 
On the positive side there was at that tlroe ^ 
a certain degree of optimism in the world, ‘ | 
that one country or a set of countries , 
would not try to dominate the world on ; *ij 
the basis of their military power alone, . 
and that some moral forces would prevail '> 
for the emergence of a united, law-abiding ; 
world. Howeser, in spite of such enlighten- ; 
ed perceptions, the United Nations 
Organisation in reality was created on the ? 
premise that the victors of the second 
world war were the best placed to look 
after the interests of the security of the 
world. 

Immediately alter the war, in the US, 
which came out as the real victor and 
which had the monopoly of ‘ultimate' 
weapons, rather unpleasant signs began 
to show up in the form of McCarthyism. 
That liberalism would play a minor rote ' 
in the new world order and a new colo¬ 
nialism would return became a real threat 
Though the external manifestations of this 
disease disappeared, the philosophy of the 
late Dulles (US secretary of state during 
the 50s) was that military structure was the 
essence of order. Thus a system of power¬ 
ful military groupings came into existence. * 
It is not surprising that the formation of 
such military treaty organisations even¬ 
tually weakened the new UN spirit. Finally 
came the cold war from which the world 
has still not tecovered. During this period 
the arms race returned in full swing, but 
this time with nuclear missiles with multi¬ 
ple warheads, nuclear submarines which 
could launch nuclear missiles from any 
spot on the earth, highly sophisticated 
conventional weapons and the like. 

The worst aspect of the cold war was 
that it began to polarise the countries of 
the world, especially among those who 
could hardly afford a military programme 
In order to achieve security in their own 
areas, they had to depend on one or other 
of the superpowers and unwittingly . 
became ‘friends or enemies’ whether they 1 
wanted it or not. It also led to the pur- >ji 
chase of arms on a large scale by these ' 
countries, leaving them in great debt end 
resulting in the loss of freedom. The non- : 
alignment theory of Nehru was an at¬ 
tempt to maintain a balance, but perhaps , 
not with much success. 

The monopoly of the US in regard to ’ 
nuclear weapons came to an end earlier ’ i 
than expected. This happened even with - 
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" countries which had developed nuclear 
weapons jointly during the war. They were 
forced to go it alone and independent 
capability spread to several countries. Ac¬ 
quisition of nuclear capability became not 
only a matter of defence but a symbol of 
national sovereignty. 

Even after Hiroshima and Nagasaki, it 
has happened that in moments of stress, 
advanced countries have actually threaten¬ 
ed to use their nuclear weapons in a real 
situation, e g, as during the Bangladesh 
war and the Gulf war.' While they were 
quick to make such threats, they could 
never understand similar reactions in 
other countries where there has been 
greater historical justification for conflicts 
than the provocations faced by the ad¬ 
vanced countries. Only in the case of 
Israel has the situation been appreciated, 
mainly because it was essentially a fall-out 
of an European problem. The theory of 
security arising from monopoly of nuclear 
weapons died even before it was born, 
because it was based on a wrong and ar¬ 
rogant principle that only the so-called 
very advanced nations could achieve such 
technologies. 

Military logicians often try to define the 
words ‘security’ and ‘deterrence’ in several 
ways to suit their purpose. The old slogan, 
often used just before the second world 
war was, ‘if you desire peace (security), 
prepare for war’. We now know that such 
preparations do not by any means guaran¬ 
tee peace. At the end of the second world 
war, when Stalin was asked by the American 
representative what exactly he wanted for 
his country, he is supposed to have replied, 
‘security’. The definition of security here 
must have meant the existence of friendly 
buffer states so that the Soviet Union 
could have time to react to a hostile situa¬ 
tion. Those were the days before long- 
range missiles came into existence and oc¬ 
cupying armies would in a sense have been 
delayed before crossing the buffer states 
and defence plans could hase been formu¬ 
lated to take advantage of such delays. 

In India, we always think of security 
with respect to Pakistan. Pakistan, besides 
getting western military aid, spends a lot 
on defence and actually threatens us with 
nuclear weapons. It is possible that coun¬ 
tries like Pakistan maintain large armies 
for the sake of internal security. Anyway 
no neighbouring country can ignore such 
a build-up, and a threat to use nuclear 
weapons, especially considering the ex¬ 
isting hostility between the two countries. 
In military strategy, even if hostility bet¬ 
ween the two countries <j<vs no; exist, 
something would have t< K done to take 
care of even potential tiucais. 

• According to lasiu Singh. institute lor 
Defence St’i.4 -, .i-l Analyses, Ness l>elht, 
the act e... e: i-! su.li threats is 46. 
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Logic or Deterrence 

Security is a word always associated 
with an impending war. It is not some¬ 
thing that one plans only for the main¬ 
tenance of peace. Deterrence is however 
a word connected with the maintenance 
of peace as such, and is usually connected 
with the possession of ‘ultimate' weapons. 
The logic of deterrence, namely, that 
neither country possessing nuclear 
weapons will start a war, depends on many 
assumptions For example, the fear that 
the user nation will suffer as much 
damage as the attacked nation. This could 
happen by the spread of damage by shock 
waves or radioactive fall-out. The first 
strike could provoke a second strike from 
the attacked country, if it has survived, or 
its allies, and a second strike could be far 
more devastating. A small number of such 
weapons are sufficient for mutual anni¬ 
hilation of countries, and this itself is suf¬ 
ficient deterrence to cast doubt on the out¬ 
come of a nuclear military adventure. The 
possession of nuclear weapons also gives 
confidence to the conventional forces in 
that it confines the possible worst out¬ 
come of a war to only a stalemate. (The 
possibility of total annihilation is not 
considered.) 

On the other side, there are also factors 
that work against the use of nuclear 
weapons as deterrents: The possession of 
the capability itself might tempt one to use 
it, to get the benefits of a first strike. The 
delivery systems may not be sufficiently 
accurate to get on to the target, and a false 
landing, particularly inside one’s own 
country, can take place. The long-term 
maintenance of these weapons in a state 
of readiness, with all possible accidents 
reduced to a minimum, is an expensive 
and complicated affair. These possibilities 
become deterrents to deterrence, and 
weaken the whole logic 

The only time when nuclear weapons 
were delivered in actual war was by toss¬ 
bombing from an aircraft. Aircraft inter¬ 
ception by any enemy country has greatly 
improved in recent times with the coming 
of modern electronics and hitting the 
target and returning safely has become 
more difficult than ever before. It is for 
(his reason missile delivery has become a 
part of the ‘ultimateness’ of a nuclear 
weapon. It has accuracy and cannot be 
easily stopped and destroyed. 

One has often asked what constitutes 
a nuclear weapon which can provide 
deterrence As a nuclear weapon has many 
definitions to cover all its political aspects, 
it may be worthwhile here to consider 
what are the achievements required for a 
country to be termed a ‘nuclear weapon 
country’. 

In the early days of atomic energy even 
countries which had large deposits of 
high-grade uranium were considered as 


potential nudfctr weapon' criodtjrt^ 
were indeed graded In a somewhat special 
way at international meetings. However, 
ordinary uranium ores require considera¬ 
ble effort in mining, processing and puri¬ 
fication operations, before uranium can 
be used in a reactor to produce plutonium 
or be enriched to increase its uranium-235 
content. The building of reactors or 
enrichment plants requires very high 
technology. The former requires special 
materials of construction and a high 
quality of design, operation and main¬ 
tenance. These operations have to be 
followed by the reprocessing of the spent 
fuel for extracting the plutonium! The ex¬ 
traction of plutonium is one of the most 
complicated operations in chemical 
engineering technology and, finally, the 
radiometallurgy required to make pluto¬ 
nium metal suitable for shaping it into a 
weapon is a very hazardous operation. 

In the latter case of enrichment, the 
separation of uranium-235 from uranium- 
238 by centrifugation or diffusion is re¬ 
quired so that the uranium-23S isotope is 
concentrated to very high levels and made 
into metal before it can be shaped into 
special forms and incorporated in a 
special device to produce a weapon. The 
possession of plutonium or uranium jn its 
enriched form will enable a country to 
carry out a nuclear explosion but this still 
docs not make it a weapon country, 
though there is some justification in ter¬ 
ming all countries possessing uranium-235 
or plutonium facilities as weapon 
countries. 

However, for a country to be called a 
full-scale nuclear weapon country, it 
should be possible for that country to be 
able to deliver the weapon at the required 
target. This can be done by toss bombing 
from an aeroplane camouflaged amidst 
other aeroplanes. Toss bombing was used 
over Hiroshima, but it is possible nowa¬ 
days to deliver the weapon by a missile: 
Further, a weapon can also be smuggled 
in parts to a particular location and set 
up there to explode—a mode terrorists 
would follow if they get hold of such 
weapon materials. All this requires con¬ 
siderable assistance from countries sup¬ 
porting such terrorist activities, perhaps 
including their respective military services. 

In whatever way it is delivered, the 
essential part is to see that only the target 
is attacked and not anything else, and that 
the carrier is not intercepted on its way. 
This is necessary so that the weapon does 
not explode in the country of origin or hit 
a target of no military value 

Nuclear Proliferation 

Proliferation has already come to stay 
in the so-called weapon countries and has 
spread to other nations, if not in final 
deliverable form, at least in potential, 
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fetation treaties (NPT) on other countries. 
International inspection, which is an im¬ 
portant content of NPT, is impossible in 
a complex political situation, e g, the Gulf 
war. Countries with a colonial past usually 
think of no other way to achieve their ob¬ 
jective than by the use of force and double 
standards. The use of double standards in 
the implementation of NPT is a sign that 
a new colonial era is on its way. Many a 
time, a country has been made to sign on 
the dotted line without its knowing what 
it was all about. There is much jubilation 
that France and China have signed the 
NPT but. being second world war coun¬ 
tries, their special international status 
permits them to make as many nuclear 
bombs as they like and test them. The 
NPT only applies to them in that they will 
not supply nuclear equipment to other 
countries who have not signed the NPT. 
They do not come under IAEA inspec¬ 
tion. There is no inspection of any sort 
for nuclear weapon NPT countries like 
France and China, the UK, the CIS coun¬ 
tries and the US. This is where the 
discriminatory character of the NPT 
becomes obvious. 

Immediately alter the Chinese entry 
into the nuclear weapon club, there were 
requests from non-nuclear weapon coun¬ 
tries to the weapon countries whether they 
would be provided with a nuclear um¬ 
brella, if they forego a nuclear status. This 
was rejected by all the weapon countries. 
For most of them, proliferation and non¬ 
proliferation were matters of pure self- 
interest. As long as they were protected, 
it did not matter what happened to those 
who did not possess such weapons. In 
these circumstances why would countries 
jump to become NPT countries, when 
nothing was promised by way of protec¬ 
tion? When this was pointed out, the only 
response was that countries like India 
usually tried to hide their real thoughts 
using semantics. Strangely enough, this 
country has indeed been protected in the 
past only by semantics when all the chips 
were down. 

The failure of not being able to con¬ 
vince non-weapon countries about the 
security and justice of NPT perhaps arose 
from the fact that the weapon countries 
in the earlier years were hoping that, ex¬ 
cluding themselves, other countries would 
not dare to become nuclear weapon coun¬ 
tries. Among the countries of Europe 
there already exists a tacit understanding 
or a nuclear umbrella, in the Far East and 
South and East Asia economic control 
was thought to be a sufficient deterrent 
to nuclear arms. As far as the rest of the 
world was concerned, NPT, nuclear pro¬ 
tection, etc; were matters of pure academic 
interest. 

The emphasis of the approach to non- 


pmUfemion has been (IK now on em¬ 
bargoes and restrictions on the export of 
nuclear and allied materials. It is now pro¬ 
pagated again in the name of ’punitive' 
sanctions. Punishment, even in medieval 
times, referred first to a crime, but now 
it seems punishment can come even before 
the crime. 

It is unfortunate that proliferation is 
being attempted to be controlled on the 
basis of punishment, embargoes and 
methods involving force. There is at the 
moment no appreciation for acts which 
lend support to non-proliferation in a 
voluntary manner. That, in spite of great 
provocation, certain countries who have 
kept the nuclear option, can at the same 
time take steps to reduce increased activity 
towards large-scale use of nuclear weapons, 
has not been understood by the west. 
Their Aristotelian approach to all things 
has led earlier to world wars, and now to 
proliferation. In the same manner of 
thinking they believe that they alone are 
right and everybody else is wrong. The 
idea of a gradual approach to solution to 
problems is regarded with contempt. 

If non-proliferation has to succeed it 
can only be in a voluntary manner and 
joint action is essential. It cannot be bas¬ 
ed on one-sided, punitive measures and 
inspection. Countries must be respected 
and assisted to implement voluntary pro¬ 
posals. When India conducted her only 
explosion it was done underground, at a 
time when most other countries were ex¬ 
ploding in the open and producing more 
radioactive pollution in the air than the 
Chernobyl accident ever did. Though the 
Indian explosion experiment succeeded in 
forcing all testing to be carried out 
underground, no credit was given to India 
for leadership in introducing discipline in 
such matters. Even after more than 40 
years since the first tests, the ban on 
testing of nuclear weapons has not been 
implemented by any country except India 
in a voluntary manner. There has not been 
even a whimper of protest from those who 
speak in high moral tones to India, when 
testing is taking place in the weapon 
countries. 

One has often asked why after so many 
years of development of nuclear weapons, 
developed countries still continue testing 
of weapons. There have been various at¬ 
tempts to ban the testing of nuclear 
weapons, but all that has been achieved 
till now is only the ‘partial test ban trea¬ 
ty* which means that countries can test 
only underground but not in the open, 
and thus not pollute the atmosphere. It 
is strange that countries which had 
weapon know-how for several decades still 
continue to test. Perfecting the weapon 
and its safe storage, and also developing 
an appropriate size for various uses justi¬ 
fied testing in the early years of atomic 
energy. In fact, even now there is a case 
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for using nuclear explosions for | 
purposes (PNE). One has to 
foreign publications before 1974: ] 
in PNE suddenly ceased because i 
Pokhran test by India. Later, tuti&M t 
became a sign to remind others of the 
gress made in this line and a detnonttrm- ' 
tion of national power and sovereighiy ; *J 
The tests carried ojit in the last 
months have no justification whatever, e&J '*1 
cept to pose a threat to the world. Whikfi 
it is these countries who should be cetj-i, )l 
sored by the world, it is the “would be 1 and i 
the ‘have not’ countries who are always , >; 
blamed for proliferation. Such is the near .k 
world order! . , 


The International Atomic Energy ', 
Agency (IAEA) was created in the late 50s ’ 
as a part of the Eisenhower plan so that » 
large quantities of enriched weapon grade 
fuel could be passed on to civilian uses 
for badly-needed power production in the 
world. The IAEA was to oversee that the 
fuel given for this purpose was not diver¬ 
ted for weapon production. But to extend 
such inspection to ail equipment, however 
conventional their purpose, was to in¬ 
terfere with international trade and 
creating unnecessary conflicts and ten¬ 
sions. All that has happened as a conse¬ 
quence is the black market sale of nuclear 
equipment, engineering goods and even v n 
enriched fuel. Even now nobody knows 
how much unaccounted enriched fuel ex¬ 
ists in various parts of the world. 


Speaking of the future, one has to ad¬ 
mit that a new setback has come about 
because of the threat of the use of punitive . -• 
sanctions in connection with non-proli¬ 
feration and the use of missiles as defen¬ 
sive weapons. It will be recalled that the 
word ‘sanctions’ came into existence dur¬ 
ing the time of the old League of Nations 
between the two world wars. It was sup¬ 
posed to be used as economic pressure to 
stop countries from waging wars to col¬ 
onise weaker nations, the typical example 
being ‘sanctions’ against Italy when she 
tried to conquer Ethiopia in the old col¬ 
onial sense. But the New York Times kr', 1 
an important leader has recently advo¬ 
cated the use of punitive sanctions against 
India. Our security interests are closely 
connected with the extent of help given * 
to our neighbours by weapon countries, ,*'■> > 
Aggressive postures on their part are judg¬ 
ed on political issues, while legitimate pro-, 
grammes on our side are judged as com- ■ 
mercial issues issues of hegemony amt 
other imaginary scenarios. . V, 


Possible Scenarios 


We now have to consider the future of 
security and deterrence in this decade; and 
in the next century. The possible scenarios 
could be listed in some ordering in the , j 
following way: ; ) 






nuclear programmes will reach their 
own state of equilibrium, with the 
powerful controlling all nuclear 
activity. 

(2) The weapon countries will gradually 
go on reducing their stockpiles, and 
other countries will use enriched 
material only for power production, 
using all the available defence stock¬ 
piles. The inspection procedures can 
accordingly be increased in all coun¬ 
tries leading up to a total nuclear 
disarmament. 

(3) Countries which have already deve¬ 
loped weapons would come to an 
agreement that they will neither use 
them nor give assistance to other 
countries in whatever form to develop 
weapons. They would make every ef¬ 
fort to stop the smuggling of nuclear 
materials. 

(4) A world agreement will be reached 
that any use of nuclear weapons by 
any country will be condemned by all. 
It would be followed by punitive sanc¬ 
tions and, if necessary, by a take-over 
by United Nations troops. The whole 
world would rise as one against its use. 

(5) There will be total nuclear disarma¬ 
ment in the world within the foreseea¬ 
ble future 

It is clear that the last possibility seems 
Wry remote The advanced countries will 
not give up the power of ultimate weapons. 
It is of course said that they require it for 
keeping the stability of the world and giv¬ 
ing certain credibility to their policing of 
the world. But actually it is pure power 
politics. The first possibility is the one 
which is actually in operation. It is a state 
of severe, unstable equilibrium. Some¬ 
where between these two limits lies the 
solutions to non-proliferation. 

When an agreement between the two 
superpowers came into existence it was 
hoped that other weapon countries in the 
world would respond to this tremendous 
transformation and act accordingly. That, 
however, does not seem to have happened. 
All that has taken place is that the Soviet 
Union has disappeared, and it is stated 
that some nudear weapons have fallen in¬ 
to unauthorised hands. It is now likely 
that these weapons can get into the hands 
of terrorists who may or may not have 
some support from existing governments. 
The so-called weapon powers should first 
see that this does not happen, instead of 
lecturing to law-abiding states of the 
world. 

Though the world after the second 
world war has progressed considerably in 
providing food, medical aid and such 
Other assistance to more people, it has not 
jet reached a point of political or econo¬ 
mic stability. People still do not under- 
WikI that stability is perhaps never possi¬ 
ble with ultimate weapons in the hands 


fragmented into regions of the worid. 
Such fragmentation can only mean 
regions of influence for the purpose of 
security, for behind each region there will 
be a nuclear power to play the old colonial 
power politics. 

UNUtR Attack 

Forced non-proliferation by the 
developed powers will not stop with sanc¬ 
tions and the like. They will probably try 
to hurt all our industries, especially now 
when we arc in a weak financial position. 
Over the years, we have built up large 
public and private sector industrial com¬ 
plexes such as the BHEL and L and T, 
which have greatly contributed to our 
nuclear and other power programmes. We 
have seen how the structure of L and T 
was being interfered with by people having 
global connections. Now the great BHEL, 
the only manufacturing unit in India that 
can compare with the rest of the world in 
size and range of industrial items, is under 
attack by vested interests. This great in¬ 
dustrial complex has built up capacity of 
high quality over the years, and can take 
up many new items of value to the coun¬ 
try on a purely indigenous basis. But will 
they be allowed to do this by foreign 
elements under the new dispensation. One 
look at the capacity utilisation pro¬ 
gramme of BHEL for the years to come 
will show how our great industrial set up 
is being circumscribed and fragmented by 
foreign pressure. Eventually our industry 
will become totally foreign-controlled. 
When this happens, no amount of state¬ 
ments that we will never sign the NPT will 
have any significance. We will have no 
choice, and even greater control will come 
in through the back-door. India will once 
again be a colony, perhaps a more 
‘developed one 1 than we were 50 years ago 
but a colony all right. All our pious in¬ 
tentions and ambitions to help other 
developing countries, export to pay back 
our loans and build national confidence 
will be in the dustbin of time 
I have perhaps sounded somewhat 


pressed by the greai physkist FWefanh 
Dyson, in his interesting collection of vtry 
enlightened essays entitled Infinite in All 
Directions. I quote; “If we view the work! 
with a certain largeness of view, we see 
technology as the gift of God which may 
make it possible for us to live at peace 
with our neighbours on this crowded 
planet. Such a largeness of view is cons¬ 
picuous by its absence in the thinking of 
the Reagan administration. I dislike many 
things which this administration has done 
and said, but I dislike most of all the 
mean-spirited attempts to stop the export 
of technology and hamper the spread of 
information. These attempts reveal a men¬ 
tality which is incompatible with any 
decent respect for the opinions of man¬ 
kind ... The idea that the United States 
can play nanny to the rest of the world 
and constrain the flow of technological 
goods, to reward our friends and punish 
our enemies, is a puerile delusion. "Ifcch- 
nology is God’s gift to all nations alike 
The rest of the world will quickly learn 
whatever we attempt to keep hidden. And 
we will quickly lose the international 
goodwill which a more generous attitude 
has earned us in the past. If we are to lead 
the world toward a hopeful future; we 
must understand that technology is apart 
of the planetary environment, to be shared 
like air and water with the rest of 
mankind, lb try to monopolise tech¬ 
nology is as stupid as trying to mono¬ 
polise air?’ 

It is, therefore, necessary for us to build 
up a strong lobby in these countries to ex¬ 
plain our attitudes. There is no doubt tnat 
we will always be supported by like- 
minded people, provided they are properly 
enlightened. And this is the only way to 
progress towards a united world. 

[This article is a slightly altered version of the 
MCtM Chidambaram Chettyar Manorial 
Lecture delivered at the Madras University on 
July 8, 1992.] 


pessimistic about the attitudes ot nations 
to India. But 1 do know from my personal 
knowledge that there is a great apprecia¬ 
tion of India’s problems and its attitudes 
in both Europe and America. Earlier 1 
referred to an editorial in New York Times 
advocating sanctions against India but I 
must follow this by quoting the rejoinder 
that came from Robert F Goheen, former 
US ambassador to India, on April 23. In 
a very powerful letter to the editor he 
pointed out the folly of the New York 
Times editorial, particularly its bias 
towards Pakistan, and how illogical it was 
to apply punitive sanctions. TTie letter is 
a fine example of the appreciation of 
India's point of view by a distinguished 
American who knows India- 
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Export Expansion and Economic 
Stagnation in Colonial India 

I S Gulati 

Colonies and the Empire: India 1890-1919 by Sunanda Sen; Orient 
Longman, Calcutta, 1992; pp x + 227, Rs 150. 


HOW was it that export expansion in col¬ 
onial India during the late 19th and eSrly 
20th centuries failed to generate economic 
growth in the country.is a question that 
Sunanda Sen’s painstaking study attempts 
to answer. It is a question that should be of 
immense interest even in contemporary 
India, if for nothing, just to serve as a note 
of caution against the processes that can rob 
a country of the dynamism which export 
growth is supposed to generate As the 
author puls it, “the historical experience of 
the colonial economy in terms of under¬ 
development provides a parallel to the ongo¬ 
ing processes in the developing countries in 
the contemporary world”. 

Sen’s study relates to the period 1890 to 
1914, “years when the British-lndian 
economic relations achieved considerable 
significance in the context of the imperial 
network which was consolidated by the 
financial relations dominant during the 
period”. This was a period when Indian in¬ 
dustry had been effectively destroyed and 
Indian imports consisted mostly of manu¬ 
factured goods required for elite consump¬ 
tion. The most important task Sen takes up, 
and succeeds in, is to identify the permanent 
mechanism and its processes of transferring, 
on a regular basis, the “proceeds of the ex¬ 
port surpluses which were common during 
the period”. The net export earnings (what 
remained after payments foi imports of 
commodities, gold and silver) of colonial 
India during the period were regularly re¬ 
tained in Britain for one reason or another, 
principally to meet the so-called ‘home 
charges’ and “to add to India Office’s sterl¬ 
ing assets in London which took the form 
of deposits with the Bank of England 
and/or investments in sterling-denominated 
securities". 

The financial channels used and the pro¬ 
cedures followed by Britain to procure 
surpluses from colonial India extended from 
the budget to instruments of monetary 
management. Thus while the entire sum of 
the so-called home charges was provided for 
in the budget under the head 'Expenditure 
Abroad’, it was through monetary manage¬ 
ment that surplus funds, i e, export surpluses 
over and above home charges, were retained 
in Britain in one garb or another. Thus not 
only was colonial India a major source of 
funds out of which Britain was making 
sizeable overseas investments during the 
period but, as Sen puts it; “colonial India 


also proved io be a ready source of short¬ 
term liquidity to Britain” and “London City 
was in a position not only to transfer and 
retain most of the nation’s [India’s| gold and 
sterling reserves but actually did make use 
of them nearly free of interest charges to 
finance transactions in the City”. In fact, as 
Sen demonstrates, monetary management’s 
preoccupation with siphoning off and retain¬ 
ing India's surplus funds in Britain on one 
pretext or another effectively excluded the 
authorities in India from the use of the 
reserves thus accumulated in Britain for 
regulating money supply within India and 
thus deprived India's monetary system of the 
flexibility to respond to the domestic liquidi¬ 
ty requirements of the economy. In the 
words of the author, “colonial monetary 
management during the period denied the 
country the possibility of an expansion of 
the monetary base as might have otherwise 
resulted from the reserves accumulated by 
the country under the prevailing gold ex¬ 
change standard". The processes identified 
by the author were, as she puts it, one out¬ 
come of the empire-colony relation, "an 
angle that has been missing in the orthodox 
literature on imperialism, which generally 
suffers from a Euro centric bias". 

Thus even though this was a period of 
Indian colonial history when exports ex¬ 
perienced quite a high rate of growth, since 
export surpluses were almost altogether ap¬ 
propriated by the imperial power, there was 
no way they could be deployed to promote 
economic growth within India. At the aggre¬ 
gate level, the country’s export surplus, in¬ 
stead of providing external finance for 
domestic investment, served to provide “the 
finance towards unilateral transfers and the 
externally-held assets” 

At the disaggregated level let us start by 
noting that export expansion from colonial 
India during the years under study were 
almost entirely accounted for by cash crops. 
While export crops did register improvement 
in output, this was achieved principally 
through expansion of acreage. “Barring 
sugarcane, which showed an improved per¬ 
formance in terms of productivity per acre, 
improvements in land productivity were not 
typical for most of the other crops”. On the 
whole however, annual variations in agricul¬ 
tural production as a whole during the 
period, took place "around a stationary 
trend”. As Sen put it, “expansions in acreage 
alone for non-food output (cash crops)— 


largely in response to the export oppor¬ 
tunities—could not push up average perfor¬ 
mance in agriculture as indicated by the 
overall output or acreage of crops in 
general”. She finds no evidence in support 
of the view that “trade was instrumental in 
ushering in dynamism, growth and real in¬ 
come gains to the domestic economy". 

“f orces inhibiting growth in colonial India 
were largely endemic in the process of ex¬ 
port expansion itself”, notes Sen. Gains 
made in the wake of whatever commer¬ 
cialisation of agriculture was brought about 
by export expansion generated income 
transfers which, according to the author, 
“had negative repeeussions on investment 
potential in the agrarian economy of col¬ 
onial India". According to her, given the pat¬ 
tern of the prevailing land system and the 
economic status of the tenant/owner-culti- 
vator vis-a-vis the rentiers, "none of the 
surpluses appropriated from agriculture were 
reinvested in land”. So Indian agriculture 
largely stagnated during the period. As for 
industry, the extent of deindustrialisation 
had gone so far already, thanks to colonial 
economic policy, as to leave little room for 
industrial investment, not even to meet the 
demands of the local sections who were en¬ 
joying the benefits of export expansion, 
though at the expense of the large masses 
getting increasingly pauperised. 

The study under review should obviously 
be of immense interest not only to students 
of economic history but also to all those in¬ 
terested in understanding the economic pro¬ 
cesses at work today. Tb conclude, the 
reviewer cannot do better than to quote the 
author herself: “The processes of backward¬ 
ness and underdevelopment often weave a 
familiar story, with economically dependent 
nations showing no signs of dynamism 
despite the growing levels of foreign trade 
and capital inflows. The colonial tributes 
and the drain of wealth have been substi¬ 
tuted, in the politically independent neo¬ 
colonies of the post-Second World War 
period, by flows of royalties, dividends, in¬ 
terest payments and technical fees on foreign 
capital which often are accepted on non- 
ncgotiable terms.” 

Are we taking enough care that such 
outflows do not cheat the country out of (he 
gains supposed to accrue as a result of the 
massive effort currently being mounted at 
export expansion? 
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Between Religion and Politics 

Dialogue and Dialectics 

Rudolf C Heredia 

Between Marx and Christ, The Dialogue in German-Speaking Europe, 
1J70-1970 by James Bentley; Disha Publishers, Delhi. 1990; pp 191, Rs 150. 


THE encounter between Marxist political 
parties and established religious institutions 
has generally been one of contradiction and 
conflict. Even when practical compromises 
had to be made, there was seldom any 
meeting of minds. However, on both sides 
of the controversy there have been a few 
creative thinkers, not always very accepted 
by their own, who have been open to a 
creative and enriching dialogue. In this coun¬ 
try where religion and even superstition is 
as deeply ingrained as the endemic it,justice 
and inequity of its social system, such a 
dialogue would be a much needed dimen¬ 
sion of any serious attempt to address the 
sodo-religious anomalies and dilemmas aris¬ 
ing out of this situation. ' 

For while there are some kinds of religion 
and politics that do not mix, there is another 
more authentic kind that can engage in con¬ 
structive dialogue, rather than in dialectical 
opposition. Unfortunately it seems that the 
‘correct party line 1 still treats religion in 
reductionist terms, and religious establish¬ 
ments address the social question only 
tangentially. 

Between Marx and Christ traces the 
dialectical encounter between one major 
religion—Christianity—in one key 
context—the German-speaking Europe The 
dialogue is not without its difficulties, 
though, and there is much to be learnt here 
by those who would enter into such a 
■enture This precisely is its relevance for us. 

James Bentley, who in a varied career has 
been “teacher academic, historian and 
Anglican clergyman", traces for us the 
Christian-Marxist dialogue among the 
German-speaking people over the past 
hundred years. Beginning in 1870 with con¬ 
siderable hostility and suspicion, but even¬ 
tually breaking through to a search for alter¬ 
native forms of socialism and new inter¬ 
pretations of Christianity, he explores in 
commendable detail the debates and con¬ 
troversies of a period that goes back to Marx 
himself and culminates with the Prague 
Spring in 1968. Six German-speaking intel¬ 
lectuals are examined, three Christian and 
three Marxist. Though only two of these 
were ever practising politicians—Kautsy and 
the young Barth—the political consequences 
of their collective effort was not incon¬ 
siderable then and still points to new direc¬ 
tions even now. Indeed, two of the six, Barth 
and Bloch, must by any account be rated 
amongst the most creative thinkers of the 
twentieth century" (p x). 

Since 1870, the 'German question’ has 
loomed centre-stage in European history, 
and the 'social question’ was among the 


most crucial issues of that time in Germany 
itself. For “in the early decades of this period 
it contained the largest urban proletariat in 
the world”. Clergyman and politicians had 
to grapple with this to retain any kind of 
credibility. Christian theologians set out on 
a critical examination of the life of Jesus and 
the social and political implications of his 
teaching. Marxist ideologues too began “to 
describe the founder of Christianity as a 
quasi-mythical primitive communist” (p 4). 
The discovery of the ‘Ur Marx' of the 
Economic-Philosophical Manuscripts, in the 
1930s made him an effective ally against the 
monolithic Stalinism of the party, and allow¬ 
ed for more creative responses. 

In going back to their origins both sides 
discovered the potential for a constructive 
dialogue, even though dialectical contradic¬ 
tions still remained. However, it was in their 
resistance to Hide' that their mutual suspi¬ 
cions were finally dissolved and the need to 
co-operate in building a socialist humanism 
was strongly felt. After the war, radical 
Christians criticised the Church’s co¬ 
optation by the ruling classes even as open- 
minded party members came to realise how 
repressive some Marxist regimes could be. 
But just as the dialogue was gaining momen¬ 
tum the Soviet invasion of Czechoslovakia 
set it back drastically. 

Now the end of the cold war has establish¬ 
ed a new and unprecedented context for 
dialogue. This is the historical background 
in which the discourse takes place. 

The first major figure here is Christoph 
Blumhardt (1842-1919). He was not a 
systematic theologian and it is difficult to 
summarise his thought. But the general 
thrust of teaching was that Jesus had been 
a socialist and his disciples proletarians, 
while “the rich church creates the social pro¬ 
blem, namely, the misery of mankind” 
[p 30]. He made the connection between the 
kingdom of god and socialist hope, a theme 
that was 10 be a vitalising focus all through 
this discourse. However, established 
academic theology was not sympathetic to 
such themes as yet. 

Kaul Kautsy, born in Prague in I8S4, 
founded and edited for 34 years a leading 
Marxist journal, Die Neue Zwit. His Foun¬ 
dations of Christianity, written in the midst 
of hectic political activity, “was the first 
systematic presentation of primitive Chris¬ 
tianity based on Marxist methodology, writ¬ 
ten in a spirit of strict determinism" [p 43]. 
But his concluaon, that "from the beginning 
early Christianity was essentially a petty 
bourgeois movement” [p 30], did not stand 
up to later historical criticism. For ultimate¬ 


ly “Kautsky waita Witt *&«**«%! 
historian a* a jourmSst, with a Case to pmx* 
and a journalist’s ability to put resources to 
this end” [p 51J. 

Karl Barth is certainly a colossus in 
German theology. Already as a young pastor 
he took his Christianity as seriously as he 
did his socialism, affirming in 1918, perhaps 
a little precipitously: “Jesus is the social 
movement and the social movement today 
is Jesus” [p 62]. Bentley rightly insists 
against contrary opinion, that “Barth never 
retreated from his early commitment to 
socialism” [p 63], though his active political 
involvement declined after he accepted a 
professional chair in 1921. He thought that 
Christians in politics should stand *on the 
extreme left’. His opposition to German im¬ 
perialism in 1914 and the Nazism later was 
uncompromising. He refused to equate 
Stalin with Hitler, even though his commit¬ 
ment was to left wing socialism not com¬ 
munism. In fact he considered “anti¬ 
communism as a matter of principle an evil 
greater than Communism itself’ [p 74], 
much to the consternation of in the cold war, 
crusaders in the west. 

But Barth was even more uncompromis¬ 
ing about the ‘utterly otherness’ of his god, 
whose kingdom went further then any 
human revolution, democratic socialist or 
otherwise. He found that “it is impossible 
to mix relative political judgments with the 
unconditional demands of the gospel” [p 73]. 
and he refused to confuse the 'works of 
man’ with the 'grace of god’. He used 
Marxism “as a necessary weapon and an in¬ 
dispensable apologetic and polemical al- 
Iy”[p 67] to critique a church which has 
always stood on the side of the ‘ruling 
classes'”. 

Yet he insisted that all our endeavour here 
was but to prepare the way for the ‘city of 
god’ that is established by his gratuity. Thus 
Barth’s theology of revolution was un¬ 
yieldingly eschatological and he was criticis¬ 
ed for being a 'revisionist socialist’. Though 
he better describes himself as a “social 
democratic, but not a religious socialist” [p 
67]. 

The religious eschatology of Barth was 
carried over into a secular hope by Ernst 
Bloch’s The Spirit of Utopia, later his Das 
Prinzip Haffnung. Here he reinstated the 
messianic elements of Marxism, which he 
found had much in common with the bible. 
Was not the central biblical message from 
exodus to Jesus one of liberation? And was 
not Marxism, as Karl Lowith described it 
“the story of salvation in the language of 
economics” (p 80)? 

Born in 1883, Bloch emigrated from 
Germany to the United States in 1933 and 
returned after the war ttvthe chair of philo¬ 
sophy at Leipzig in East Germany. Here he 
“developed an independent and humanist 
Marxism, preferring to be a heterodox sym¬ 
pathiser rather than an enlisted militant” [p 81]. 

Bloch’s principle of “creatise expectation”, 
leads him to hope beyond socialism to 
“utopia” as the essential condition of the 
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effect to pdttte * Utopia* [p 87J. Not the 
idealised abstract ones, so thoroughly 
discredited since Mara, but one whose func¬ 
tion "is to rescue human culture from the 
idleness of mere contemplation on the sum¬ 
mits that haw already been attained it opens 
up a view of the true content of human 
hope, undiisonbled by ideology” (p 86). 
However, "god is dead” for Bloch meant 
that in his locus there remains a hollow space 
which reveals "the blueprint for a future 
kingdom of freedom” [p 90]. 

Bloch has been accused of providing left 
wing Christians with a woolly encounter 
with Marxism. But his influence is really far- 
reaching in radical theology, specially the 
theology of hope and of liberation. And yet 
for all his interests in the manifestations of 
religion, his atheism remains uncompromis¬ 
ing and a sticking point with his Christian 
counterparts in dialogue. For as Jurgen 
Moltmann, a theologian who openly 
acknowledges his debt to Bloch concludes, 
Bloch sought in vain for “a concept of 
history without a concept of transcendence, 
an eschatology of the world without the 
resurrection" [p 96]. Only the Christian’s 
leap of faith can bridge that gap. 

The militant optimism of Bloch finds no 
place in the political theology of Dorothec 
Solle (b 1929), who takes her inspiration 
from the death of god theologians. She re¬ 
jects Rudolf Bultmann’s demythologrsation 
of the gospels, which reduces them to a pro¬ 
clamation (kerygma) that is individualised 
and depoliticised. ‘Suffering as punishment’ 
too is unacceptable. Rather with Bertolt 
Bercht she would grant that: 

“the compassion of the oppressed for the 

oppressed is indispensable 

It is the World’s one hope’’ 

[Ft Nt Poems, part III, 1938 1958, J Willett 
and T Manheim (eds) translated by M 
Hamburger, 1978. p 328.] 

Soiled political theology would demand 
forgiveness to be politically mediated, and 
not individually negotiated with god. 
“behind the backs of those they had wrong¬ 
ed” [p 130]. Her political concerns soon 
reached beyond Europe to the unequal ex¬ 
change and the oppressive exploitation bet¬ 
ween the powerful and- the dependent 
nations. 

In eastern Europe the Christian-Marxist 
dialogue was promoted by several forerun¬ 
ners until it reached a high point in the first 
ever public meeting between the protagonists 
in 1967 at Marienbad, organised by a 
philosophy professor of the University of 
Prague; Milan Machovec. Earlier in 1962 he 
had published an appraisal of three 
Christians—Barth, Bonhoeffer and 
Hromadka—in which he ‘‘aligned himself 
with the central tradition of the Christian- 
Marxist dialogue in German-speaking 
Europe”[p 147], 

Given the new and dynamic presentations 
of god, he argued that, the Marxist critique 
needed to be reformulated. He found 


"earlier Marxist attempts tograpplewith 
Christianity seriously outdated*?. 1b dismiss 
Christianity as beginning with a dreamer 
and ending with a welt-fed clergy as Kautsy 
had done, was quite inadequate. Rather he 
found the dynamic basis for Marxism 
already presaged ii the Old Ibstainent by the 
prophets and conccrtised in the new by 
,'tsus. Though he was not near converting 
to Christianity in spite of his fascination for 
the personality of Jesus, yet he felt that 
Marxists themselves who had suffered so 
much unjust violence should “now think far 
more in terms of the 'violence' of the 
Sermon on the Mount and of 
Gandhi”[p 150], 

The ‘Prague Spring’ of 1968 was follow¬ 
ed by a ‘winter’ with the Soviet invasion of 
August that year. But Machovec refused to 
believe that the dialogue had ended, but 
rather that only its forms would change. It 
would have to be less 'show dialogue’ and 
get down to the nitty-gritties; less institu¬ 
tionalised, more deprofessionalised too. But 
most of all “the Western world could no 
longer contain the dialogue" [p 157], It 
would now have to include other worlds as 
well, and assimilate the treasures of the east, 
especially India and China. 

In spite of the setback at the end of this 
period under review, the dialogue has now 
reached a new threshold. Both sides do not 
have to be on the defensive with each other 
any longer, even as Marxists discover the 
egalitarian and socialist elements of 
Christianity, and Christians in turn come to 
appreciate the prophetic and messianic 
dimensions of Marxism. But differences do 
remain, best summed up under the conflict 
of ’Prometheus versus Christ’ [Chapter 6]. 

Marx, who read the works of Aeschylus 
in Greek each year, was deeply inspired by 
the myth and regarded the Promethean 
stance as decidedly anti-Christian. But 
mythology has come a long way since 19th 
century rationalism, and later and more in¬ 
cisive interpretations of Prometheus, pointed 
beyond rebellion against, and independence 
from a punishing and jealous god, to a more 
complex and richer connection between 
Prometheus and Christ. 

Arnold Toynbee and Eric Fromm dwell on 
this theme. Bloch made “a supremely Pro¬ 
methean figure out of Jesus Christ himself’ 
[p 103). But the crucial issue posed by 
Lochman demands a response: “IS Christ the 
opposite of Prometheus? That is the ques¬ 
tion at the heart of the every Christian- 
Marxist dialogue” [p 109]. 

Clearly any resolution of this issue must 
be premised on a conceptualisation of the 
divine that does not alienate but liberates the 
human; and vice versa, an understanding of 
the human that is open to a transcendence 
which is precisely its indepth dimension not 
just a spiritualised escape. In other words: 
the divine as essentially immanent, and the 
human as potentially self-transcendent. 

Bentley's presentation is lucid and scholar¬ 
ly. He allows the author to speak to us, 
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Without imposing on Itis thought Beri# 
the six he explains at some length, we An 
also introduced to other seminal and creatlw 
thinkers, like Paul Tillich and Eric Fromm! 
Jurgen Moltmann and Josef Hromadka. 

If the dialogue initiated already is now to 
be extended beyond Christians, Marxists and 
German-speaking Europeans then what we 
can learn from what has gone before needs 
must be articulated. Though Bentley leaves 
this implicit in his expose, some points are 
worth underscoring. 

For one, we discover that the real open¬ 
ness to dialogue is created not in the intellec¬ 
tual world of concepts, but in the existen¬ 
tial encounter of action. For it is in working 
tqgether to liberate the oppressed masses 
through critical social intervention, and to 
opposite tyrannical oppression like Nazism, 
that mutual, trust and appreciation is 
engendered, and a common ground found¬ 
ed on our basic humanness opened. 

Moreover, authoritarian institutions, 
whether religious or political do not really 
promote far-reaching dialogue. They are 
rather threatened by it eventually, even if they 
encourage it initially. The context of an 
authentic dialogue must be democratic and 
egalitarian, not hierarchical and authori¬ 
tarian. Only then can it be constructive and 
creative. Finally, it becomes apparent that 
a mutual critique of very different perspec¬ 
tives, can be equally enriching mutually. For 
in being open to the other one becomes open 
to oneself, and in empaiheiically under¬ 
standing the other one becomes less dog¬ 
matic about oneself. 

There are two paradoxical statements 
about the encounter of Christianity and 
Marxism that illustrate the underlying 
dialectic that has made this dialogue fruit¬ 
ful. Barth, the Christian, proclaimed: “A real 
Christian must become a socialist (if he is 
to be in earnest about the reforms of Chris¬ 
tianity). A real socialist must be a Christian, 
if he is in earnest about the reformation of 
socialism” [p 62]. Bloch, the old Marxist, 
exclaimed: “Only an atheist can be a good 
Christian; only a Christian can be a good 
atheist” [p 90]. Without an open dialogue 
such self-critidsm would not be possible. 
And if this dialogue is extended the same 
could happen to other religious institutions 
and political parties as well, once again 
resulting in a constructive dialogue rather 
than a dialectical opposition between 
religion ‘and politics. 


Economic and Political Weekly 
Available from 
Mis. EBS News Agency 
1701 Sector 22B, 
Chandigarh - 160 022. 

M/s. Shri Ram Abhilish Dubcy, 
Newspaper Agent and Bookseller, 
107, Badshahi Marg, 
Allahabad - 211 003, 

Uttar Pradesh. 


1981 




f Peasant China—Social Structure and 

Consciousness 

Majid H Siddiqi 

Understanding Peasant China: Case Studies in the Philosophy of Social 
Science by Daniel Little; Yale University Press, I/jndon, 1989; pp 322. 


IT is seldom that the writings of social 
science history are made the subject of close 
philosophical scrutiny. Usually, in this age 
of gloss-writing, what passes for critical 
review is often only and merely historio¬ 
graphic and, worse, polemical counterpoin¬ 
ting. Rarely does a commentator explore the 
implications for knowledge of the presup¬ 
positions! basis of an argument—for a 
defined society, problematic, or, simply, area. 

In Understanding Peasant China Daniel 
Little does just that. He has selected for 
review four nodal themes in relation to the 
history of peasant social structure and pea¬ 
sant consciousness in China (and south-east 
Asia). These are: the moral economy debate, 
reviewed against questions of rational choice 
theory; the empirical and theoretical signi¬ 
ficance of G W Skinner’s model of Chinese 
society in relation to central place theory; 
the Chinese version of the ‘transition’ debate 
on the obstacles to the emergence of 
capitalism in China; and, finally, an ex¬ 
amination of the terms of reference for the 
choice of varying emphases—class conflict, 
collective action and ideational-cultural 
theories, such as millenarianism—in the 
assessments of peasant rebel consciousness. 
These chapters, four in all, constitute half 
of the book. Other substantive chapters in¬ 
clude 'Generalisation and Theory’, ‘Explana¬ 
tion’ and ‘Empirical Reasoning’. 

Little’s premise is stated in favour of a 
‘localistk philosophy' of science as opposed 
to a ‘foundadonalist’ perspective on the 
knowledge process, which he rejects. His 
argument is that wholly abstract universal; 
are untestable except in the field so to speak 
and hence must always also involve both 
descriptive and normative elements. Thus it 
is only by acknowledging the contextual 
significance of an argument, in the credibili¬ 
ty of its procedures and in the appositeness 
of a methodology to its empirical referents, 
that one might hope tq move to its value as 
science. This, combined with an appreciation 
of middle range theories and eclectic and 
plural formulations, is most cogently argued 
by Little in his chapters on moral economy, 
peasant rebellion, and in large parts of the 
book’s more general considerations, passim. 

The views of Scott and Fopkin, Little 
holds, are, in their basic assumptions, not 
as incompatible as the moral economy 
controversy—as that has got set up—might 
lead the unsuspecting and philosophically 
in*vi>x~ vade: to believe. Throng'i a careful 
di*s«c.’ Jr ^ct* rmri of the • ■*> respective 
writings Lit*’ », . , r .i.ppoii. 

Hona Fo, ium, Scoit v economy argu¬ 


ment has strong support in those theories 
such as those of Michael Ihylor and Robert 
Axelrod that help to establish that an ‘ideal 
type' model village may indeed be thought 
of as historical reality and that there is 
ground to believe that reciprocal (individual) 
social action may well lead to a crystallised 
presence ol norms for a peasant community 
(such as the subsistence ethic). At the same 
time Little recognises Popkin’s emphasis that 
free-rider type of action based on individual 
rational economic*elf-interest discounts the 
possibility of norms such as the subsistence 
ethic to be in fact effective, given the ine¬ 
qualities of power in rural society, but con¬ 
siders the force of the argument limited to 
an economic-rational explanation of man’s 
actions as opposed to a broader materialist 
conception of society in which other seem¬ 
ingly non economic but equally rational 
considerations may be in operation. In fact, 
Little demonstrates that Scott must take 
more room for analyses such as Popkin’s 
and, conversely, Popkin for the moral 
economy argument, as in principle the two 
accounts are compatible with the require¬ 
ment of microfoundations (individual pea¬ 
sant propensity) for macroexplanations 


(community peasant behRvlo#).'' 

This suggestion is expanded in the chapter 
on ‘Feasant Rebellions’. Little analyses three 
accounts of rural unrest: Susan Naquin's 
study of the Eight Diagrams rising of the 
early 19th century, Robert Marks's study of 
the Hailufcng counties in the early 20th cen¬ 
tury, and Elizabeth Ferry’s study of the Nian 
and the Red Spears risings of the mid-l9th 
and early 20th centuries. In sum, he finds 
it logical to accommodate in a single con¬ 
spectus Naquin’s emphasis on White Lotus 
millenarianism, Marks’s class conflict model 
and Perry's local politics schema leading to 
broader, sometimes intended but mostly 
unintended, interlocking with thcaggregate 
phenomenon of peasant unrest. For Little, 
each approach “illuminates problems insuf¬ 
ficiently examined by the others”. In his 
judgment “the problem before historians of 
China... is not to determine which of these 
frameworks is the ultimate truth but to ap¬ 
preciate and absorb the important insights 
each has provided into the multistranded 
fabric of rural collective violence”. 

This may well meet Little’s catholic, mid¬ 
dle range and very sensible requirement of 
the practitioners of social science history. 
But for the practitioner, for the (always, even 
when revising) one-shot historian, who can 
never hope to engage with the archives in ex¬ 
actly the same circumstances ever again, the 
problem of balancing a judgment will re¬ 
main. There are no rules of understanding, 
beyond those of the craft. Philosophers may 
help us to interpret the world but there is 
precious little that historians can do to 
change it. 
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Credit, Inflation and Deflation 

Some Theoretical Comments in the Indian Context 


Prabhat Patnaik 

Since inflation in the Indian context is widely accepted as involving a squeeze on workers, especially the large 
numbers of unorganised workers whose wages are not indexed to cost of living increases, it is often suggested 
that controlling inflation through a tightening of credit availability has ipso facto the opposite effect of making 
the workers’ position relatively more comfortable. 

This paper argues against this proposition and suggests that both inflation and deflation can harm the relative 
share of workers. 


BY now inere is an extensive literature on 
inflation in the Indian economy. While dif¬ 
ferent authors differ in their perception of 
whether it is the real factors or the monetary 
factors which are of importance in explain¬ 
ing the inflationary process, there would 
clearly be little disagreement on two elemen¬ 
tary propositions: first, inflation, no mat¬ 
ter how it is caused, would require for its per¬ 
sistence an accommodating increase in 
money supply; and secondly, if it were possi¬ 
ble to restrict the growth of money supply, 
then one implication of it, though by no 
means necessarily the only one, would be a 
dampening.of the rate of inflation. Accep¬ 
tance of these two propositions obvrously 
does not represent subscribing to the 
monetarist position. 

From these two propositions however a 
conclusion is often drawn which is as 
follows: since inflation in the Indian con¬ 
text is widely accepted as involving a squeeze 
on the workers, especially the large numbers 
of unorganised workers whose wages are not 
indexed to cost of living increases, control¬ 
ling inflation through a tightening ot credit 
availability has ipso facto the opposite ef¬ 
fect Of making their position relatively more 
comfortable The fact that there may be 
some measures of inflation control which dc 
have this effect, e g, rationing and price- 
control, is beside the point here; what is at 
issue is inflation control through tighter 
credit. And the precise proposition being 
discussed is: if the economy is experiencing 
inflation which involves a reduction in the 
relative share of workers, then a deflation 
through tighter credit which brings down the 
inflation rate improves their relative share. 

The purpose of this paper is to argue 
against this proposition. Such an argument 
is by no means otiose, since the view that 
both inflation as well as deflation can harm 
the relative share of workers is very often 
thought of as being logically inconsistent. 
In developing this argument, we shall make 
a number of simplifying assumptions; we 
assurpe a dosed economy, where all govern¬ 
ment deficit is financed by the creation of 
reserve money (in fact our assumption in this 
paper is that the government has no income. 


i e, all its expenditure is financed by reserve 
money), wher&all reserve money comes into 
the system only in this manner, and where 
the public holds only, bank deposits 
(assumed to be non-interest earning) and no 
currency. We do not lake explicit account of 
the agriculture-industry dichotomy or of a 
multiplicity of producing sectors, and also 
of the heterogeneity among workers, though 
these are very much at the back of one’s 
mind The discussion, io start with, is set in 
the context of a single period, though the 
conclusions derived ftom a single-period 
analysis are obviously meaningful in a 
dynamic context. 

I 

An analytical reason why the Keynesian 
story incorporating endogenous money has 
found favour with so many Indian writers 
on inflation is that the system of monetary 
institutions here is such as to make a plausi¬ 
ble monetarist story extremely difficult to 
narraie. There is hardly a bill-market here; 
banks do not expand money supply by 
operating in the market for securities; and 
the chief means for the expansion of money 
supply is an expansion of credit. The 
’assumption of a stable money multiplier 
then must presuppose the perpetual existence 
of what Keynes in the Theatise had called “an 
unsatisfied fringe of marginal borrowers”. 
To hold simultaneously that banks have no 
idle reserves and that the public has no idle 
cash balances, and always holds actual cash 
balances equal to the level of desired cash 
balances (supposed to be a function of 
money income), amounts to suggesting that 
there is a perpetual disequilibrium in the 
credit-market even as there is equilibrium in 
the money market, which is eminently im¬ 
plausible. On the other hand, the extreme 
Keynesian formulation with endogenous 
money leaves no room for credit-rationing 
and does away with any role for credit- 
ightening in controlling inflation, which not 
only gets rid of our very problem, but is also 
as implausible as the monetarist story. 

To develop a plausible story therefore we 
have to steer clear of both these formula¬ 
tions. And we do so by getting rid of the 


assumption of a homogeneous “public'’, lb 
start with wc distinguish between two 
distinct classes in Kalcvkian fashion, the 
workers and the capitalists, and within-the 
latter we recognise the existence of two 
distinct groups, which we shall call the 
“large" and the “small" which differ in our 
context in the following respect: the large 
capitalists are tn equilibrium in the sense that 
both their ratio of money holdings to bank- 
borrowings as well as their ratio of money 
holdings to total expenditure are at the 
desired level; the “small” capitalists are 
rationed in the credit-market so that their 
ratio of money holdings to total expenditure 
is at sonic minimum level (leaving no scope 
for any lurcher economising on this ratio 
when credit becomes tighter, and no scope 
also for any rise in this ratio when credit 
becomes easier, since expenditure require¬ 
ments are as pressing as the need to hold 
more comfortable cash balance). When 
credit availability in the economy becomes 
easier, the small capitalists increase both 
their cash holdings as well as cash expen¬ 
ditures (it does not follow at all from this 
that because the small capitalists have a 
lower value of cash to expenditure, their get¬ 
ting more credit than before would lower the 
capitalists’ overall cash balance to cash 
expenditure ratio, since this ratio can only 
be a weighted average; since the large 
capitalists’ expenditure is also stimulated by 
that of the small capitalists, the overall cash 
balance to cash expenditure ratio for the 
capitalists as a whole need not change at all). 

We distinguish between two end-uses of 
credit: credit for working capital, which, for 
simplicity, we shall take to be identical with 
the wage-bill and credit for capitalists' cash 
balance-cum-expendnure requirements. The 
credit for the wage-bill also sustains expen¬ 
diture on final commodities, but by the 
workers and not by the capitalists. We thus 
distinguish between three different kinds of 
expenditure, each sustained by credit from 
the banking system: government expen¬ 
diture, sustained entirely by credit from the 
Central Bank 0 A reserve money), capitalists' 
expenditure which is sustained by credit from 
commercial banks (but is some multiple 
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expenditure(*siumed equal to the wage-bill) 
which it alto sustained by credit obtained 
by the capitalists from the commercial banks 
(alto tome multiple exceeding unity of this 
credit amount). The availability of ciedit fot 
the last of these purposes affects production 
directly from the supply side. 

If R 0 denotes the stock of reserve money 
at the beginning of the period, g the money 
expenditure by the government during the 
period (it it this rather than the real expen¬ 
diture which we assume as being auto- 
ndtnously determined), r the ratio of reserve 
money to commercial banks’ total assets 
(consisting, for simplicity, of credit and 
reserve money alone), k, the capitalists’ 
money balance to money expenditure ratio, 
and k 2 the ratio of production credit to 
wage bill, we have the following identities: 
M ( the money supply (always taken as at 

R o + 8. ...(i) 

the end of the period) =- 

r 

C, the credit volume at the end of the 

period 

m D x s 

—* < 1-0 ..<») 
r 

C, » C |t + C 2l , the former being for 

capitalists’ expenditure, the latter for 
production ... (iii) 

D |( the aggregate nominal demand for 
commodities 

- 8, + (C I( + R 0 +g,)/k, +C 2 ,/kj ...<iv) 
S,, the aggregate nominal supply of com¬ 
modities * u,C a /k 2 where p, is the ratio of 
prices to unit wage costs .. .(v) 

It should be noted that p, is not a cons¬ 
tant. Its mode of determination will be 
discussed later. The condition for 
equilibrium in the commodity market is that 

D, - S t . 

II 

Tb proceed further, we must specify a 
credit rationing rule and a credit-control 
parameter. Tightening or easing of credit 
restrictions can be brought about cither 
through decreases or increases in g, or 
through increases or decreases in r. Let us 
assume that changes in r are the policy 
instrument variable We do not consider 
interest rates here because the price of credit 
is assumed to be fixed white its quantity is 
rationed. We can now consider the following 
cases: 

Case I: Fixed Real Wage with Production 

Priority 

In this case we assume that the credit¬ 
rationing rule is such that working capital 
requirements are always met while credit for 
capitalists’ cash balance-cum-expenditure re¬ 
quirements is a residual. Output cannot be 
credit .. ustiaincd. In die short run, since 
capital stock is fused, and since firms are not 
wmogeneous, with the c^"*r ; bution of 


output increases, we have 

Q - Q(L) with Q‘>0*Q”<0, where L 
denotes employment ... (vi) 

The price of the commodity in equilibrium 
musl equal marginal cost, so that 

P = w/Q’(L) or Q’(L) = u> (the 

given real wage) P 

In this case in other words, since real 
wages arc assumed to be fixed, output is 
fixed. Since in equilibrium, D, = S,, it 
follows that 

8, + < c ., + R o *■ 8,> /k i, + C;/k 2 = 

Pt C 2l /k 2 ■ (vii) 

which, with output fixed and hence p, fixed 
at some p means a unique distribution of 
credit between working capital and expen¬ 
diture requirements for a given r. Any change 
in r cannot change either the real wage or 
the level of output, but will only affect the 
money wage rate and the price This is essen¬ 
tially the monetarist case, though express¬ 
ed in terms of the language of our model. 
Tight credit for inflation control here does 
not lower prices in terms of the wage unit 
but lowers both prices as well as the wage 
unit. 

Case 2: Fixed Money Wage with Production 

Priority 

In this case again, output cannot be credit 
constrained and we must have in equilibrium 
w 

P - 

Q’(L) 

Since Q’(L) declines with a rise in Q, it 
follows that, with a constant money wage, 
P = P(Q) with p’>0. Likewise p = p(Q) 
with p’>0. 

At any given r, there will be a unique 
distribution of credit between C, and C 2 in 
equilibrium. Any tightening of credit 
through a rise in r, while it would change 
this distribution, must necessarily result in 
a fall in Q as well as in p. With given money 
wages, this must mean a rise in real wages 
(though a decline in employment). 

This case is the counterpart of the stan¬ 
dard Keynesian case, though worked out in 
the language of our model. Inflation arises 
because of excess demand and with given 
money wages this means a fall in the real 
wage. A curtailment of excess demand 
through credit-tightening lowers output as 
well as prices. By virtue of the lower prices, 
real wages improve, even though by virtue 
of the decline in output, unemployment in¬ 
creases as well. Those who argue that a 
deflation would improve real wage must fall 
back on a model such as this, or some minor 
variant of it. 

Case 3: Fixed Money Wage with Changing 

Priority 

This is a case introduced only as a transi¬ 
tional analytical step before we move to case 
4 which captures the central argument of this 


provided oh a priority (Mbit ftrwbtrafe 
capital requirement is obviously untenable. 
The priority underlying credit disbursement 
is worked out in an altogether different man¬ 
ner. In general, in a period of tight credit¬ 
rationing, it is the small capitalists whose 
credit needs go unfulfilled, even if we assume 
that their working capital needs get priority 
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oicr AdT expenditure needs, flitting It dif¬ 
ferently, suppose we start from an initial 
equilibrium as in case 2, with output being 
determined by the price ■ marginal cost 
rule And suppose the resulting price is con¬ 
sidered “too high" relative to the fixed 
money wage, so that the government wishes 
to cut down excess demand pressures by rais¬ 
ing r and thereby tightening credit. Then the 
initial impact of tighter credit will be felt on 
the openditures of the small capitalists. But 
if credit tightening proceeds further, then, 
rather than a reduction in credit-availability 
(of the expenditures of the large capitalists, 
there would be a reduction in the credit- 
availability for the working capital needs of 
the small capitalists. If we denote C,/C by 
a, then starting from the initial equilibrium 
(which presuposes no credit-constraint on 
putput), the movement of o as r is raised can 
be depicted as in Figure I. 



For r 0 < r<r*, the implications' of credit¬ 
tightening will be exactly as in case 2, i e, 
output and employment will fall, but so 
would prices relative to money wages. For 
r > r , however, we would have a new equili¬ 
brium given ty Q=Q(L)=Q(C 2 /k lw ). (viii) 
and p = {g + C, + R 0 f g)/k, + 
C 2 /k 2 ]/Q(C 2 /k 2 .7 -Ox) 

Both p and Q become functions of a, and 
hence of r in the manner depicted in figure 1. 
For any r> r\ p (r)> p(r *), and p’(r)^ 0. It 
follows that as r is raised beyond r , real 
wages decline even as output and employ¬ 
ment decline 

OnItrMMr Money Hbge with Changing 

Priority 

lb take money wages as fixed irrespective 
of credit availability is obviously unrealistic 
Money wages no doubt depend on a whole 
complex of factors, but one factor which 
docs certainly influence them is the 
availability of credit. In India, periods of 
credit squeeze are certainly associated with 
deferment in wage payments and also in 
payments to peasants for taw materials; they 
•re also associated with some cuts in the 
wage-rate, and also in the peasants’ price 
(which does not figure separately here but 


for which the money wage can be taken as 
a surrogate). In what follows we shall take 
only the changes in money wage-rate 
associated with credit availability. The case 
of deferment only reinforces our conclusion 
for the single period, but is ignored here for 
convenience since it introduces the question 
of repayment of deferred wages. 

Now, no matter how easily credit is 
available, money wage-rate cannot rise above 
a certain level. How this level is determined 
need not detain us here; it is plausible to 
argue that this level is fixed so as to give the 
workers a certain conventional real wage at 
the previous periods' price. One can incor¬ 
porate inflationary expectations here, but we 
ignore them for simplicity. Likewise, we shall 
ignore the influence of current period's ag¬ 
gregate demand, or unemployment rate (or 
the degree of capacity utilisation) upon the 
real wage the workers expect to earn. We 
shall, once again for simplicity, take the ex¬ 
pected real wage, i e, the real wage at the 
previous period’s price, as "conventional” 
and fixed in the short run (in the absence 
of credit-constraint for production). In 
which case, the maximum money wage the 
workers can earn is also given, say w*. Our 
cases 2 and 3 above can be taken as referr¬ 
ing to situations where w = w*. With w = 
w*, since output is not credit-constrained, 
it is given by D = Q.p(Q), as in case 2. Cor¬ 
responding to this level of output, there is 
a level of employment given by Q = Q(L). 
[jet us call this level I.’, which is the 
demand-constramcd equilibrium level of 
employment. On the other hand, if insuffi¬ 
cient credit is available for working capital, 

then this implies that^J , < L*. Let us 
k.w 

denote the Ihsot this inequality by L . Our 
assumption on money wages can be written 
as: 

= f(il) with f 0; f(l) - 1; ( )<1; and 
w L 

r< i. I - 

We can express this function diagram- 
matically as in Figure 2. 



Now, suppose we start from an laittefv 
equilibrium as in cue 2. If the initial price 
relative to money wages is “too high”, •. 
tightening of credit through raising t, 
would, until r - r* (see figure I), keep 
L = L*. and w =* w*. It would lower p 
by reducing excess demand, and raise real 
wages, even as output and employment 
decline. But when r> r*. L<L and hence 
w <w because of (x). 

Output and price will now be given by the 
equations (viii) and (ix), except that the W 
appearing in those equations would now DO 
longer be a constant but determined by (x). 
Output in a system which is constrained by 
tight credit for working capital but has 
variable money wages will be higher and 
prices lower than in a system with constant 
money wages. Bu, real wages for r> r will 
be lower than for r = r . 

This case of variable money wages is more 
realistic than case 3 of constant money wages 
for the following reason. In case 3, as in case 
4, real wages begin falling after r* but in case 
3, since money wages are assumed fixed, this 
fall entails a rise in the price. The conclu¬ 
sion that a sharp tightening of credit 
availability in the economy results in a rise 
in the price level is unrealistic and raises the 
question; why should such sharp credit¬ 
tightening occur at all if it does not even suc¬ 
ceed in lowering the price level? In case 4 
however even though a sharp credit¬ 
tightening lowers the real wage, even relative 
to the initial situation, it lowers both the 
nominal wage as well as the price level; and 
the fact that it lowers the nominal price-level 
provides an apparent justification for it. 

In Figure 3 we draw the real wage-rate as 
a function of r, the credit-policy variable 1 



How close r and r* are depends upon how 
soon the reduction of credit begins to 
squeeze the working capital requirements of 
small capitalist producers. If the tightening 
of credit, starting from the initial 
equilibrium, affects production credit im¬ 
mediately and does so to a greater extent 
than it affects credit for capitalists’ expen¬ 
diture, i c, a rises immediately as r increases 
from r o , then in effect r* ■» r and anti- 
inflationary credit-tightening lowers real 
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'wage* from (he very beginning. ft may 
nonetheless appear justified because it 
lowers the nominal price lerel. 

Ill 

The argument presented above in the 
context of a single-period can be extended 
into a dynamic model, but while (his would 
make the analysis more complicated, the 
basic conclusions would remain unaffected; 
we shall therefore continue to work in the 
single-period context. Likewise, while it is 
proper to look at the differential impact of 
credit-tightening upon the real wages of dif¬ 
ferent sections of workers, we shall not do 
so in the present paper. The main conclu¬ 
sions of the paper can be summed up as 
follows: 

(1) There is the extreme monetarist posi¬ 
tion, reflected in a good deal of F\:nd-Bank 
style writing that any credit-tightening lowers 
prices and money wages without affecting 
output; this position has of late made an ap¬ 
pearance even in some official documents 
in India. From this position follows the con¬ 
clusion that a cut in the Fiscal deficit, no 
matter how it is brought about, is always 
desirable since it lowers money wages and 
prices but not output. This extreme position 
is obviously untenable, since while money 
wages and prices may be variable, they are 
not arbitrarily variable. 

(2) There is the apparently more plausible 


argument that credit-tightening, whether 
through a cut in the fiscal deficit of through 
a rise in commercial banks’ reserve ratio, 
does affect employment and output adverse¬ 
ly, but, by lowering prices relative to money 
wages, improves the real wage-rate, it is this 
argument which has been contested in the 
present paper. If the impact of credit- 
tightening falls upon production-credit, 
which to an extent squeezes money wages 
but not to a point that fully offsets the 
impact of the credit-tightening, then wc 
would have a combination of lower employ¬ 
ment and output as well as lower real wages, 
even though apparently inflation would have 
been reduced as well. 

(3) It is remarkable that in the entire 
literature on anti-inflation policy, this basic 
distinction between a nominal fall in prices, 
and a fall in prices in terms of the wage unit, 
has scarcely received the emphasis it 
deserves. Between two hypothetical situa¬ 
tions, in one of which both money wages as 
well us prices are increasing at 10 per cent 
while in the other prices are increasing at 5 
per cent with money wages constant, it is the 
latter which from a social point of view 
should cause far greater concern. The fact 
that a control over the nominal rate of price- 
increase. even if brought about through a 
greater reduction in the nominal rate of 
money wage increase; is considered to be an 
example of “successful inflation control", 
represents a kind of “price-fetishism” devoid 
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of juitty social 

be a political economy explanation of inch 
price-fetishism, e g, placating rentier 
interests; but rentier interests are not 
synonymous with social interests. 

(4) It follows then that from the point of 
view of social interest, the question to ask 
in the context of inflation control is: how 
is inflation being controlled. And the pro¬ 
position that a cut in fiscal deficit, no matter 
how it is brought about and what happens 
as a sequel to it, is always good for inflation- 
control is, even leaving aside its employment 
and growth implications, palpably 
untenable. 

(5) Finally, moving beyond theimmediate 
policy issues, the above analysis has impor¬ 
tant implications for the theory of distribu¬ 
tion. The fact that the distribution of credit 
also affects the distribution of income; is 
surprisingly, absent from all distribution 
theories, though in my view it obviously ac¬ 
cords well with experience. In conditions of 
easy credit availability, where what we have 
called ‘production priority’ is likly to be 
satisfied, the distribution of credit may not 
be of much causal significance and may be 
reflective of other things (‘coming out of the 
wash'). But when credit availability is not 
easy and ‘production priority' is not 
satisfied, clearly whom credit goesio and 
for what purpose have an important bearing 
upon the distribution of income The above 
analysis is a very crude and preliminary at¬ 
tempt to capture this fact. 


SCIENCE AND ENVIRONMENT FORTNIGHTLY 


Down To Earth 

India’s first fortnightly on science and environment,wishes to 
recruit specialists in agricultural research and policy; health 
research and policy; science policy; biotechnology; and 
electronics and energy to write on issues and developments in 

their fields. 

Down To Earth seeks to present news from India's laboratories, 
factories, farms and forests — to create an informed public opinion 
about developments critical to the nation’s future. 

Ideal candidates would have a M. Sc. or a B. Tech degree, a minimum of three 
years of work experience. Must be interested in travel, curious about India and * 
willing to leam journalism. Candidates selected would be paid a mimimum of 
Rs 7000 per month though a higher start could be negotiated. 

Apply will full details to: Director. SOCIETY FOR ENVIRONMENTAL 
COMMUNICATIONS, F-6, Kailash Colony, New Delhi-110048 


1986 


Economic and Political Weekly 


10,1992 



The Gandhian Experiment in Ahmedabad 

Towards a Gramscian Reading 


Arup Kumar Sen 

Attempts have commenced in the recent years to understand the ‘specific effectivity' of the Gandhian ideology 
in the formation of the Indian state in the light of the Gramscian concept of passive revolution. This paper aims 
to trace the birth of Gandhi’s hegemonic strategy of ‘non-violence’ in the context of his intervention in the 
capital-labour conflict in Ahmedabad in 1918. 


If the history of Marxist theory during the 
1960s can be characterised by the reign of 
‘althusserianism’, then we have now, without 
a doubt, entered a new phase: that of 
‘gram seism'. 

THIS is how the editor of a collection of 
articles 1 on Gramsci started his introduc¬ 
tion to the book in the late 1970s. The same 
voice was echoed by another author at the 
beginning of the 1980s. 2 Now, writing in 
the early 1990s. I am apprehensive of being 
outdated as by this time other isms have 
displaced 'gramscism' in the west. My con¬ 
cern here is not to preach any variant of 
‘gramscism’. but an attempt to re-write a well 
known chapter in Indian history in the light 
of Gramsci’s theoretical insights. 

In the orthodox Marxist historiography, 
as it developed in India, Gandhi has been 
portrayed as an agent of British imperialism. 
Writing in the 1940s, R P Dutt, in his book 
India Ibday, made the following observa¬ 
tion in which his assessment of Gandhi is 
clearly discernible: “It will be seen that the 
official role of the National Congress as the 
organ of opposition to a ‘revolutionary 
situation based on violence’ by no means 
dates from Gandhi; this principle was im¬ 
planted in it by imperialism at the outset as 
its intended official role. 1 

This observation signifies that Gandhi 
carried over the tradition of the National 
Congress by representing the will of the 
British Raj. In his new preface to the same 
book, written in 1970, he emphasised the 
need for ‘a quieter balanced appraisal of a 
great historical figure [Gandhi]’ and advis¬ 
ed to take into account ‘the high level and 
nobility of the record of his last phase*. But 
he did not foil to remind us that‘die analysis 
would still be essentially along the same 
lines’. 4 

Most of the Indian Marxist writers have 
borrowed R P Dutt's arguments in later years 
in their writings. Recently one author has 
summed up his assessment of Gandhi by 
saying: 'Gandhi’s creed of non-violence 
seemed to be like a coin with two sides: on 
one side, it was non-violence in thought, 
word and deed to be scrupulously practised 
by the enslaved and the oppressed in their 
struggles with the raj and the native ex¬ 
ploiting classes; on the other, it was violence 
in defence of the imperialist order and in 
defence of the interests of the domestic 
sharks’.’ 

Though the same author in an earlier 
book noted with dissatisfaction the shifts in 
R P Dutt’s political assessment of the Indian 


bourgeoisie in different historical junctures 
by lexlual analysis of the different editions 
of India Todayf his assessment of Gandhi 
methodologically comes close to that of R 
P Dutt, as cited above Moreover, he has ac¬ 
cused Gramsci of being “unaware that 
Gandhi's passive resistance was 'always' 
undertaken mainly ‘to sterilise the forces of 
violence’ among the people”. 7 

The problem of this Marxist assessment 
resembling a ‘grand theory’ is that it fails 
to answer how in a specific historical situa¬ 
tion Gandhi’s strategy of ‘non-violence’ 
became effective. I find in Gramsci's con¬ 
cept of ‘passive revolution’ a theoretical 
possibility of understanding the process 
through which Gandhi’s ‘hegemoHfc’ stra¬ 
tegy became an actuality. 

Gramsci himself characterised Gandhism 
and Tolstoyism as “naive theorisations of the 
‘passive revolution’ with religious over¬ 
tones”.* But the problem with Gramscian 
categories of thought is that he had not 
developed a coherent theoretical formulation 
with the concepts which he used in his 
fragmentary prison-notebooks. The term 
‘passive revolution’ was used in connection 
with his attempt to understand the history 
of state formation in Italy. Gramsci's 
understanding of Italian Risorgimento (state 
formation) as theorised by one author is 
reproduced below: 

“What the Risorgimento and its aftermath 
amounted to was a ‘passive revolution', a 
process of modernisation presided over by 
the established elites, who used the 'revolu¬ 
tionary' changes to maintain their supre¬ 
macy and consolidate the extant order. This 
supremacy .... rested upon a narrow consen¬ 
sual foundation. Yet, because popular 
leaders were assimilated into the system, and 
because the masses themselves did not 
possess the cultural sophistication to fit their 
grievances into anything resembling a 
coherent framework, social discontent, while 
prevalent, lacked any direction whatsoever... 
Thus, in a very negative sense, the people 
were subject to the ‘intellectual and moral 
hegemony' of the ruling groups; but it was 
an exceedingly weak hegemony, marked by 
a low level of integration”.* 

Recently an attempt has been made to 
understand ‘the specific effectivity of the 
Gandhian ideology in the formation of the 
Indian state* in the light of the Gramscian 
concept of ‘passive revolution’. 10 My project 
is to trace the birth of Gandhi’s hegemonic 
strategy of ‘non-violence* in the context of 
his intervention in the capital-labour con¬ 


flict in the city of Ahmedabad in 1918. 11 

Some attempts have been made in recent 
years to understand the past and present of 
Indian social reality with the help of Grams¬ 
cian concepts. One young critic has taken 
some of his predecessors to task for using 
the concept of ‘passive revolution’ in a sense 
which ignores “the question of containment 
of communist mediation which is a crucial 
task in the agenda of the passive revolution 
by India’s ruling bloc”. He has warned us 
that "Gramsci’s critique of the passive 
revolution emphasises that ... it effected the 
strategy of containment of popular initi¬ 
atives or communist alternatives”. 12 In the 
case of Ahmedabad, we find that in the for¬ 
mative phase of Gandhi's hegemonic stra¬ 
tegy, it was the ‘popular initiatives', not the 
‘communist alternatives’, which acted behind 
Gandhi's ‘will to truth’. 

Hisiokical Background 

Gandhi’s intervention in the capital- 
labour relations in Ahmedabad look place 
in a critical moment when there was a crisis 
of authority.' 9 This crisis followed the 
‘discontinuance of the plague allowance 
granted by the millowners earlier to dissuade 
the workers from leaving Ahmedabad from 
August 1917'. The plague was followed by 
a rapid increase in the prices of ‘important 
commodities’ and disappearance of some 
essential items of daily consumption from 
the market. This caused ‘rumblings among 
the workers of Ahmedabad’s textile indus¬ 
try’. The weavers urged Anasuya Sarabhai, 
the sister of Ambalal Sarabhai, one of the 
leading millowners of Ahmedabad and the 
then president of the Ahmedabad Milt- 
owners’ Association, for her help to form 
a union. It is interesting to note that when 
Anasuya Sarabhai approached Gandhi ‘to 
look into the problems of the workers, he 
dismissed the suggestion’. But the situation 
became more critical by February 1918 and 
‘both Ambalal Sarabhai and the collector of 
Ahmedabad appealed to Gandhi to deflect 
the critical situation'. The collector's letter 
to Gandhi iv worth quoting in this context: 

“There is likelihood of a serious situation 
arising between the millowners and the 
workers on the question of bonus. The 
millowners threaten to lock-out the workers, 
which will naturally cause great distress and 
hardship. I am, therefore, very anxious to 
understand the real situation. I am inform¬ 
ed that the millowners will, if at all, heed 
only your advice; you are also sympathetic 
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" to them/and you are the ohTy persdn Wftd' 
can explain their case to me. I shall be 
thankful, therefore, if you can make it con¬ 
venient to meet me for about an hour to- 
morrowf' 14 

The collector’s letter signifies his lack of 
knowledge of the situation. So he had no 
other alternative but to appeal to a charis¬ 
matic leader like Gandhi to generate such 
knowledge in the absence of which the 
authority of the state was in jeopardy. 

The millowners offered a . 20 per cent 
bonus in lieu of the plague allowance. The 
weavers were prepared to accept the cancella¬ 
tion of the plague allowance in exchange of 
a 50 per cent bonus. At this moment Gandhi 
intervened. He "saw the collector [in response 
to his call], the workers and the mill-agents 
and'held discussions with them’. Then he 
persuaded the confronting panics to have h 
settlement through arbitration. 13 An ar¬ 
bitration board was formed ‘with Ambalal 
Sarabhai, Shcth Jaganbhai Daipatbhai. and 
Sheth Chandulal as representatives of 
millowners and Gandhi, Shankerlal Banker, 
and Vallabhbtiai Patel as representatives of 
the workers’. It is quite significant that the 
collector was appointed as chairman in the 
board. 1 * 

Then Gandhi left for Kheda as ‘the situa¬ 
tion there too was serious’. But soon after, 
he came to know from Anasuyabchn, 'that 
the situation in Ahmedabad was critical’; 
and he returned to Ahmedabad. But the 
weavers in a few mills had acted against 
Gandhi’s will by this time by striking work 
in his absence. Gandhi considered this act 
to be ‘improper’ and apologised to the 
millowners on behalf of the workers. But the 
millowners then refused to have a settlement 
through arbitration on the plea that ‘the 
workers resorted to a strike after the appoint¬ 
ment of arbitrators'. 17 

A lock-out was declared by the millowners 
from February 22. Realising the failure of 
the strategy of arbitration, Gandhi himself 
intervened as the sole arbitrator and ‘per¬ 
suaded the weavers to ask for a 35 per cent 
increase in wages as against their demand 
of 50 per cent’. Since then he started taking 
an active interest in the lives of the workers. 

Birth of the Hegemonic Strategy 

No hegemonic strategy can be effective 
without the knowledge of the people. 
Gandhi knew it very well. This Is evident in 
the following observation: 

K He [Gandhi] decided to enter into the life 
of the workers, since superficial advice 
without intimate knowledge of the outer and 
inner life of the workers was likely to 
fail...”" 

1b make this decision effective, “Shri 
Shankerlal Banker, Shrimati Anasuyabchn 
and Shri Chhaganlai Gandhi daily visited 
the workers in their houses. They collected 
information about the members of the 
worken’ family... They thus obtained data 
which would be useful in suggesting ways 
of improving their condition”. 19 

In this way the Gandhian leaden made 
an attempt to earn the confidence of the 
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prepared to reduce their demand for boh us 
to 35 per cent. Gandhi tried to convince 
them by saying, “some workers say that we 
can demand more than 35 per cent. I say you 
can demand even 100 per cent increase But 
if you make such a demand, it would be un¬ 
just... I believe that the demand for 35 per 
cent is just” 211 

This is how Gandhi tried to legitimise his 
own notion of justice in the minds of the 
workers. Now we will try to read, from a 
number of leaflets issued during and im¬ 
mediately after the withdrawal of the lock¬ 
out and some of Gandhi’s speeches, the dif¬ 
ferent elements of Gandhi’s hegemonic 
strategy. 21 

Evety evening the workers "gathered 
under a 'babul' tree on the banks of the 
Sabarmati” and the leaflets were read out 
‘to give general advice to the workers'. 
Though published in the name of^nasuya- 
behn, “(hey [the leaflets] were, as a matter 
of fact, written by Gandhiji himself’. 22 

The workers were advised in the very first 
leaflet ‘not to cause any disturbance, not to 
indulge in beating or assaulting, not to com¬ 
mit robbery, not to damage employers’ pro¬ 
perty, not to use abusive langauge, but to re¬ 
main peaceful’ during the lock-out period. 23 
The preaching of this idea of non-violent 
struggle was not sufficient for Gandhi. He 
also specified as to how they should not 
spend their time in everyday life: They 
‘should not waste time in gambling', ‘should 
not spend it sleeping during the day’, ‘should 
not keep talking, all the time, of the 
employer and the lock-out', ‘should not fre¬ 
quent tea-shops’ [He was aware that ‘many 
are in the habit of frequenting tea-stalls and 
idling away their time in gossip or eating and 
drinking when they don't need to’] and 
‘should not go to the mills during the con¬ 
tinuance of the lock-out’. 24 

Gandhi's observation that ‘the dwellings 
of many workers and their surroundings are 
generally dirty’ disturbed him. He advised 
them that ‘they should utilise some of the 
[idle] time in cleaning their houses and com¬ 
pounds and repairing them’. 23 It is to be 
noted in (his context that in a ’speech to 
Ahmedabad Mill-hands’ [before March 15, 
1918] Gandhi told the workers that “it is not 
proper that you ridicule the machines and 
call them ‘empty show-cases’. These in¬ 
animate machines have done you no harm. 
You had your living through these very 
machines;' 2 * It is really paradoxical that 
Gandhi, who wrote a powerful critique of 
‘civil society’ in Hind Swaruj in the early 
phase of his career, 27 wanted to train the 
workers in the norms of 'civil society’ to 
make his hegemonic strategy a reality. 

In order to promote-a sense of loyalty 
among the workers towards their employers, 
Gandhi as the representative of the workers 
declared: “We can never wish ill of the 
employers... We would seek the welfare of 
the workers while at the same time we safe¬ 
guard the employers’ interests”. 2 * 

He rationalised this ideological stand as 
‘pure justice*. In the process of rationalisa- 



were ai-hteved b£our 
because of their adherence to ‘fcnderit or 
eastern justice* Gandhi did not refer to any 
specific historical time in connection with 
his notion of ‘eastern justice. He defined it 
as “mutual regard, discipline; courtesy and 
affection" inherent in the master-servant 
relationship which lasted ‘for thousands of 
years’ in India. 29 Thus, in his discourse, the 
capital-labour relationship in Ahmedabad 
was reduced to a variant of master-servant 
relationship of ‘eternal India’. The construc¬ 
tion of this mythical relationship speaks of 
Gandhi’s orientalist moorings. 

In Gandhi’s discursive formation, we find 
a clever blending of religion and politics. He 
reminded the workers that “God is the 


helper of the poor” and that they “are bound 
to be rewarded according to His will” in the 
course of struggle. 10 The sacrifices of both 
the Hindu and the Muslim workers of India 
in the non-violent struggle in South Africa 
were presented before the workers as an ideal 
to be followed in their lives. The projection 
of the ‘bold and resolute satyagrahis’ like 
‘Imam Hassan and Hussein’ along with 
‘Prahiad’ was resorted to by Gandhi as a 
strategy of preaching to the workers a syn¬ 
cretic version of religious sacrifices. 31 

In his critique of the workers’ practice of 
paying high rate of interest, Gandhi drew 
their attention to the “strict injunctions in 
the Holy Quran against charging interest”. 
He corroborated his argument by referring 
to the ’rule’ “prescribed in the Hindu Scrip¬ 
tures”. From this, he drew the inference that 
“payment of such high interest is a major 
cause of their poverty”. 32 Thus an offshoot 
of poverty wqs transformed into a cause of 
poverty in the Gandhian discourse 


The Challenges 

But Gandhi’s strategy of drawing the 
workers within his hegemonic hold faced 
challenges from both the millowners and the 
workers. The employers’ counter-strategy, as 
noted by one author, is reproduced below: 

“Gandhi's efforts to organise and mobilise 
the workers were countered by the mill- 
owners through the distribution of handbills. 
Ostensibly independent pamphlets were 
published, which took the side of the 
millowners” 33 

In the initial stage of the lock-out, Gandhi 
was able to restrain workers’ discontent and 
“the district collector... expressed to Gandhiji 
his pleasant surprise at the beahviour of 
iabouif^But with the passing of days, the 
workers became restless. Events, however 
took a new turn on March 12 when the lock¬ 
out was lifted by the mill-owners and “it was 
announced that the mills would be open for 
all those workers who were prepared to ac¬ 
cept an increase of 2CUper cent”. Gandhi 
faced this challenge posed by the miUowncri 
by deciding “to hold daily meetings in the 
morning for the simple reason that since the 
opening time of the mills was in the morn¬ 
ing, the weak-hearted or ignorant among the 
workers may resume work being misled by 
improper advice’. 33 (emphasis added). 
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time cornea when you have to starve, have 
confidence that we shall eat only after 
feeding you. We shall not allow you to die 
of starvation.” 34 But the patience of 
starvation-ridden workers broke at one 
point. “One day Shri Chhaganlal Gandhi 
was requesting the workers of the Jugaldas 
Chaw I to attend the morning meeting. The 
workers revolted against such appeal by say¬ 
ing: ‘What is it to Anasuyabehn and 
Gandhiji? They come and go in their car; 
they eSt sumptuous food, butawe are suffer¬ 
ing death-agonies; attending meetings does 
not prevent starvation’. ” 37 

After the lifting of the lock-out, it became 
very difficult for Gandhi to maintain unity 
among the workers. The fact that the unity 
was in disarray was confessed in a leaflet: 

“Rumours are afloat that many workers 
are willing to resume work, bur that others 
prevent them by coercion and by threats of 
physical assault. It is necessary for every 
worker to remember our resolve that if they 
bring pressure to bear on their fellows and 
stop them from going to work by threats, 
we shall not be able to help them at all”. 3 ' 

In such a situation, when there was a 
likelihood of violent eruptions in the move¬ 
ment and the workers started going back to 
their mills against Gandhi's will, he “an¬ 
nounced a fast in support of the pledge he 
had taken with the workers on the first day 
of the lock-out to fight for a 35 per cent in¬ 
creased This saved his honour. An agree¬ 
ment was signed between Gandhi and the 
millowners on March 18 through the inter¬ 
vention of Annie Beasant.” 

The settlement was characterised as ‘vic¬ 
tory for both' and the dispute was referred 
to the arbitration of Anandshanker Dhruva. 40 
It is interesting to note in this context that 
Gandhi, who advised the workers to stick 
to the Just demand of 33 per cent bonus at 
the very beginning of the lock-out, chang¬ 
ed his stand after the settlement. He now 
declared: “But we cannot say that the 35 per 
cent assessed by us was infallible. We have 
never said so. If employers show us our 
mistake we may advise workers to accept 
less. If the Arbitrator feels that a smaller in¬ 
crease is proper, we shall accept less, and our 
vow will not thereby be broken at all” 41 
Moreover, in response to the desire express¬ 
ed by some workers “that wages for the 
period of the lock-out should be obtained 
from the employers", Gandhi said: "That we 
suffered for 22 days was our duty and in our 
own interest. Ws have had our reward for 
that suffering, namely this settlement. How 
can we now ask for wages for the period of 
the lock-out? 1b ask for wages for the lock¬ 
out amounts to fighting the struggle with the 
employers’ money. Such thought should 
make the workers ashamed.” 43 Thus ended 
the first phase of Gandhi's search for a 
peaceful solution to the capital-labour con¬ 
flicts in the textile industry of Ahmedabad 
with the following promise of guiding the 
workui to become ideal citizens: 

“Rsaoe is row the desideratum... Wr desire 


. sm aw^ouna mortis, 

in the health of your chUdrim and yourselves, 
and your economic condition. If you allow 
us we shall work amongst you for these 
ends”. 43 

An act of ideal citizenship was perform¬ 
ed by the workers on the settlement day 
before the gaze of the prominent citizens of 
Ahmedabad and the commissioner when 
‘Gandhiji... pressed the workers to accept 
with pleasure the offer of the millowners to 
distribute sweets to... [them] as a mark of 
satisfaction of (he employers regarding the 
settlement’. 44 The sweet-distribution 
ceremony took place the same evening 'in 
the spacious compound of Ambalalbhai's 
bungalow’. 45 

Towards a Conclusion 

Gandhi’s experiment in 1918 failed in 
many respects. His long-term strategy of 
establishing ‘eastern justice* was not res¬ 
ponded to by the workers and (he millowners 
in the desired ways. But his unfulfilled dream 
was partly realised through his brain-child, 
the "textile Labour Association, which came 
into being in 1920. This association played 
a hegemonic role in the settlement of capital- 
labour conflicts in the city of Ahmedabad 
in later years. But it was a weak hegemony. 
It faced many challenges for two decades 
since its inception, including a weak Com¬ 
munist challenge in the 1930k. 44 One major 
weakness of the association was its failure 
to incorporate the Muslim weavers within its 
hegemonic sway. 47 

Drawing a balance-sheet of the success 
and failure of the association is not our con¬ 
cern here. Our contention is that what was 
achieved in Ahmedabad, through the esta¬ 
blishment of the association, in the field of 
capital-labour relations, was a ‘passive 
revolution’ as defined by us. The seeds of 
such a revolution were sown by Gandhi and 
his associates in 1918. 
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[This article is related to my research project—A 
Study of Labour-Management Relations in 
select Indian Industries in the first half of 20th 
century—being carried out in the Department 
of Business Management, Calcutta University.] 
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Housing and Urban Development 

Policy Issues for 1990s 


Rakesh Mohan 


During the last four decades, while the total population of India has almost doubled, urban population has 
nearly quadrupled-from 50 million in 1947 to about an estimated 200 million today, ft is expected to reach 315 
to 330 million by 2001, while the total population would be around one billion, i e, we are likely to have around 
32-33 per cent of our population in cities and towns. This paper seeks to bring to the fore the urgent issues 
concerning urban development. 

(This article is published in two parts. The first part appeared last week.] 


V 

Urban Land Policy 

THE formulation of urban land policy 
should be informed by the knowledge of the 
dynamics of urban growth and recognition 
should be given to the limits of the efficacy 
of public policy. Under current conditions 
of urban growth there must be active par¬ 
ticipation of public authorities in promoting 
the development of urban land for shelter 
and other purposes. This must be done for 
all income groups, rich, middle income and 
poor, but in different ways for each group. 
Care must be taken such that there is no sub¬ 
sidy for either the rich or middle income 
people—hidden or otherwise—as often 
results from public participation in the land 
market. The private sector may be encourag¬ 
ed to invest in this area wherever possible 
such that public resources are available for 
investment in the interest of the poor. 
Similarly, the poor themselves must not be 
thwarted in their own attempts to avail of 
what meagre shelter they can muster. This 
is specially important since public sector 
resources for this sector are likely to continue 
to be restricted in the foreseeable future 

We need urban land police o promote ef¬ 
ficiency in the allocation of land, to help the 
poor in their access to land for shelter; and 
to assist in the process of adjustment that 
a city has to go through during the period 
of rapid urban growth. Under the conditions 
of rapid urban growth the provision of 
roads, of open spaces, or urban transport, 
of sewerage and sanitation, all have to be 
planned for; long-term investments have to 
be coordinated. The market docs not do this 
well. We therefore need planning and alloca¬ 
tion in the large but interference and par¬ 
ticipation in every day decisions and alloca¬ 
tion in the small are best left to autonomous 
operation. We therefore need a dynamic 
symbiotic relationship between urban plan¬ 
ning and the urban land and housing 
market. Planning and policy enunciation 
should use private energies which are offered 
and not usurp their functions. 

The basic problem of urban land policy 
is the supply of serviced Iwau.iii adequate 
quantity, at the right locations, at the right 
time, and st the right price. These four con¬ 
sideration* 1 m i>ilk iousiy inter-Unked. It is 


difficult to predict where new developments 
will take place and when. Moreover, the price 
of land is highly determined by its alloca¬ 
tion. The objectives of urban land policy 
may be identified as (1) to achieve optimum 
social use of urban land; (2) to make land 
available in adequate quantity at the right 
time and for reasonable prices to both in¬ 
stitutions as well as to individuals; (3) to en¬ 
courage co-operative community effort and 
bonafide developers in the field of land 
development, housing and construction; 
(4) to encourage the social and ,economically 
efficient allocation of urban land such that 
land development is done in a resource con¬ 
serving manner and that the magnitude of 
land use is optimal; (5) to widen the base 
of land ownership in order to specially 
safeguard the interest of the poor and under¬ 
privileged sections or urban society; (6) to 
promote flexibility of land use in response 
to changes resulting from a growing city. 

Existing Approac hes to Land Policy 

There has been a continuing concern over 
‘unwarranted’ and ‘un precedented’ in¬ 
creases in urban land values over almost the 
whole planning period. Each plan document 
regards the control of urban land values as 
a major objective in urban policy. As a 
result, a number of policy measures have 
been attempted over the last quarter century 
to achieve this objective but which have pro¬ 
bably accentuated the problems that were 
sought to have been solved. There is unfor¬ 
tunately, no systematic data on urban land 
values in the country and most impressions 
on the trend of land values are based on con¬ 
jectures from casual empiricism. Most at¬ 
tention is usually focused on the newly 
developed areas in the fringe of existing cities 
where new land development and construc¬ 
tion is typically going on. It should be 
understood, however, that rapid land value 
increases would normally be expected in 
such areas and should take place: The other 
side of the issue is that areas in which in¬ 
creases do not occur, do not receive any 
publicity, and hence the prevailing impres¬ 
sion is probably a selective one based on the 
areas where urban land values have been in¬ 
creasing rapidly. 

The thrust of land policy has generally ig¬ 
nored the objective of efficiency in alloca¬ 


tion but has concentrated almost exclusive¬ 
ly on land price control through different 
degrees of socialisation of land. This has 
usually been justified in the interest of the 
poor so that their access to land is not made 
worse. The main instruments used have 
been: 

Large-Scale Acquisition of Land 

Delhi is the best example of this policy and 
has been used as a model for urban develop¬ 
ment measures in other growing cities. The 
idea is that all the land on the yet un¬ 
developed periphery of a growing city should 
be notified at an early stage and acquired 
by a public authority at the prevailing 
agricultural prices. This would then prevent 
the undesirable speculation that would 
otherwise occur in the situation of lands 
changing from agricultural to non- 
agriculture] uses. A corollary of this idea is 
that all the increases in land values that 
would then occur would accrue to the public 
authority which can utilise them for public 
benefit. A second corollary is that such a 
procedure is also necessary for the orderly 
planning and development of the city since 
the public authority has control over all the 
peripheral lands. A third corollary is that the 
poor are not left to the mercies of the private 
market where they would stand no chance. 
The fourth corollary is that the development 
of land is then hugely restricted to the public 
sector. 

Disposal of Land on Leasehold 

Associated with the policy on land ac¬ 
quisition has been the policy of providing 
land on leasehold rather than freehold. The 
justification for this is partly to exercise a 
greater degree of control over its use; partly 
to collect ground-rent on a continuing basis 
and partly to be able to collect a major por¬ 
tion of land value increments to public ac¬ 
count at the time of transfer. Different leases 
have built into them different degrees of 
restrictions to do with the transfer of land. 
Restrictions on Land Usi 

Even in un-planned cities the standard 
method of land use regulation is the use of 
zoning and building by-laws. Different areas 
of the city are zoned for different purposes: 
residential, commercial or industrial Den¬ 
sity norms are also used often alongwith 
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Urban Land Ceiling • 

The other main instrument that has been 
used in recent times is the imposition of the 
urban land ceiling. Conceptually, this is 
essentially an extension of the large-scale 
public acquisition of land from the peri¬ 
phery to the rest of the city. The thinking 
behind the measure is to improve the access 
of the poor to land for shelter purposes and 
to restrict undesirable concentration of land 
ownership. 


Some Problems in Existing 
Approaches 


The effect of public acquisition of land 
is that the public authorities arc able to ob¬ 
tain the land at very low prices. Even within 
the context of an urban plan the temptation 
is then very strong to utilise the land such 
that it reflects these low prices. The resulting 
intensity of land use is then highly wasteful, 
uneconomic and inefficient. Itis clearly not 
necessary that this should happen An ideal 
planning procedure can obviously utilise the 
land in the most efficient manner. However, 
given the deficiency in knowledge about the 
specifics of city growth and uncertainty 
about the future, such ideal planning 
becomes almost impossible. We simply do 
not know enough to be able to allocate land 
efficiently, it is difficult to substitute the 
decisions of thousands of people as they live, 
work and play in a city, by the decisions of 
an omniscient planning authority. 

The second problem in the inefficient 
allocation of publicly acquired cheap land 
relates to the operation of the politico- 
economic- administrative structure as it 
operates in the country today. The percep¬ 
tion of what is regarded as a public purpose 
is heavily dominated by the preferences of 
the few planners and decision-makers in the 
public authorities. Their preferences are 
heavily biased towards order, cleanliness, 
deconccntration, reflecting colonial legacies 
in urban thought. Land for public institu¬ 
tions like universities, institutions, govern¬ 
ment undertakings, government offices, etc, 
is all o cated in highly wasteful ways. Similar¬ 
ly, the density and development norms 
typically promulgated by a public authority 
with vast chunks of cheap land reflect that 
fact. Hence the norm is for the appearance 
of iow density and welt spread out develop-, 
ments in such cities where the poor typical¬ 
ly find no place. The result is that the city 
gets prematurely large in area, higher ser¬ 
vice ebsts gre experienced for capital, higher 
transport costs have to be incurred, par¬ 
ticularly by the poor who get relegated to 
the unplanned periphery of the city. These 
results should not be regarded as an aber¬ 
ration but may be seen as logical conse¬ 
quences emanating from the acquisition of 
cheap land. 

The third problem in the inefficient 
allocation of publicly acquired land relates 


be u*?d tn fts d&potsi. A usual jjofecy it to 
provide the land at cost plus rates to the 
users who ate regarded as deserving in some 
sense—whether they are public institutions, 
housing co-operatives or the poor—and to 
auction the rest for the remaining users. 
Once again the problem is partly due to in¬ 
adequacy of knowledge and partly to the 
operation of normal administrative pro¬ 
cedures. Once very large tracts of lands are 
acquired there is no rational way in which 
prices at different locations can be decided. 
It becomes difficult for the public authority 
to decide on the appropriate relative prices 
for land between different locations. The 
public authority, interestingly and predic¬ 
tably, is observed to act as a classical 
monopolist: supply is restricted in the in¬ 
terest of raising current prices for budgetary 
reasons that mos^public authorities are sub¬ 
ject to. 

The key issue in the equitable acquisition 
of land arises from the third problem in the 
efficient allocation mentioned above How 
does a public authority define who the deser¬ 
ving users are? Who should get land at pre¬ 
determined and essentially low prices? The 
existence of competing elements of bureau¬ 
cratic, political and other public groups who 
all regard themselves as deserving is large in 
a society in which everyone regards himself 
as poor except, perhaps, the top I per cent 
of the population. The allocation of land 
from a public authority can then be expected 
to reflect the differing degrees of access that 
each group enjoys. Just as in a free market, 
where the distribution of land may be ex¬ 
pected to reflect the distribution of income 
and wealth, in an allocated situation, the 
distribution of land can be expected to 
reflect distribution of access to the allocating 
authorities. ‘The key problem is that the 
distribution of access to a public authority 
is likely to be even more skewed than the 
distribution of income and wealth. Hence, 
it is quite likely, as has been observed in dif¬ 
ferent cities, that the better organised 
members of the bureaucratic and profes¬ 
sional elite get access to the publicly con¬ 
trolled land rather than the poor for whom 
it is meant. The poor then seem to get shut 
out to the unauthorised illegal sector of the 
market and emerge even worse off than in 
a situation where a freer land market has 
been operating. The main reason for this, 
as explained above, is that the better olf are 
able to corner larger portions of land than 
they otherwise would have because of the 
concessional prices offered to them. 

Another important inequitable effect of 
public acquisition of land is (hat it is often 
poor farmers who happen to be at the edge 
of the city who lose (heir land to the public 
authority. They not only lose their land at 
prices lower than they otherwise would have 
but also lose their livelihood at an earlier 
stage as well. The net loser is then the poor 
farmer and the beneficiary the usually bet¬ 
ter off urban dweller fn the name of public 


uticim. 

The inefficiencies resulting from the 
operation of the urban land ceiling areqtt&e -} 
similar to those described above.- The aimi- 
of equity has not been served well by t!& 
regulation. Unlike rural land, where it i* 
relatively easy to designate “standard acres", 
i e, the imposition of land ceilings in rela¬ 
tion with the productivity of land, it is dif¬ 
ficult to do the same in respect of uitott 
land. In the case of rural land, the land ceil¬ 
ing imposed in fertile and irrigated areas it 
less than that in dry and barren areas. This 
is feasible administratively since the value 
difference between the best and worse agri¬ 
cultural land is in the range of 1:5 or 1:10. 

In the case of urban land, however, the dif¬ 
ference in value between the edge of city and 
the centre is typically 1:100 or more. Hence; 
the imposition of a physical urban land ceil¬ 
ing means that different individuals fere sub 
ject to ceilings which are quite different in 
value. As has been documented by the Na¬ 
tional Commission on Urbanisation the land 
acquired under the urban land ceiling has 
in fact been negligible, and moreover, what 
has been acquired has not been generally 
allocated for housing of the poor. Since the 
land is acquired at low prices, the incentives 
are for inefficient land use allocations. It has 
been observed that the objective of providing 
shelter for the poor in fact gets relegated to 
a very low priority in the way that the ac¬ 
quired land is to be distributed. Given the 
confiscatory nature of the urban land ceiling 
laws land owners have essentially been un¬ 
willing to surrender their lands to the 
government and the net result has been 4 
very stringent restriction on the supply of 
urban land. The main result of this are the 
rising land prices that has been observed in 
most cities. 

In summary it should be clear that the ex¬ 
isting approaches to urban land policy can 
be questioned on both efficiency as well at 
equity grounds. 

The main aim of urban land policy should 
be to make possible the adequate supply of 
serviced urban land for the needs of rapid 
urbanisation that is currently taking place 
in the country. It should be a matter of in¬ 
difference if this aim is achieved through 
private or public means as long as monopoly 
power is not used by particular landowners. 
This is ensured if steps are taken to assist 
the widening of the base of urban land 
ownership. If monopoly power is not allow¬ 
ed to be exercised—by private individuals or 
by public authorities—urban land price* wiL 
also not increase astronomically as they tune 
in the past Since the Urban Land Ceiling 
Act has failed in securing these objectives, 
it must be amended substantially on the 
following lines. 

Applicability of the Act 

The act is found to serve little purpose in 
smaller cities. It is, therefore, recommended 
that the act be withdrawn from class C and 
class D cities. It should henceforth be en¬ 
forced only in class A and class B cities. 
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The act specifies that ail vacant land Iran- 
sac!ions must receive a no objection cerii- 
‘ t ficate from the h'ompelent authority before 
the transaction can be completed. This pro- 
■‘i vision has led to considerable hardship and 
delays in land transactions. It is recommcnd- 
^ ed that this provision in the act be with- 
i-. drawn. 

(Ij, 

V Surplus Lands under ULCRA 
| As has been documented in the NCU 
* report, after 10 years, the land actually 
5 vested in the government as a result of the 
? act has been miniscule. There are many 
f reasons for this. It is natural for every land¬ 
holder to utilise all legal means at his 
| disposal to forestall the eventual acquisition 
of his land by the government. 1 he toot of 
‘ this delay is the very low compensation of¬ 
fered to landholders under this act. Con¬ 
sideration will therefore have to he given to 
the use of various forms of land readjust- 
| ment schemes such that the landholder is in¬ 
duced to part with his existing landholdings. 
One such suggestion is for the government 
to offer the landholder half the land back 
to him if he surrenders half his surplus land 
without going through all the legal pro¬ 
cedures outline above. Such a measure would 
free up a considerable amount of urban land 
for development—both under the control of 
the government and with private landowners. 

dubbing of Urban Ixmd in Other Cum 

The act specifies that the ceiling applies 
to the aggregation of urban land held by a 
landholder in the different cities subject to 
the act. This provision is practically unen¬ 
forceable and serves little purpose, it should 
therefore be deleted. 

A package of additional measures is re¬ 
quired to stimulate the orderly supply of 
urban land. These are outlined below: 

Tax on Vacant Land 

In view of the amendments suggested to 
the Urban Land Ceiling Act, consideration 
should be given to the taxation of vacant 
land. In property tax systems based on 
capital value, vacant land is automatically 
taxed on par with built-up land. In India, 
however, since property taxation is based on 
annual rateable value, this is less easy to do. 
Methods should be found to tax vacant lurid 
at least on par with existing property taxa¬ 
tion in each city. Under the Delhi Rent Con¬ 
trol Act (which determines annual rateable 
value), the annual value is taken to be 8-1/4 
per cent on a graduated scale On this basis, 
vacant land should be taxed at about l.$ to 
2 per cent of its capital value Such a law 
would be easier to enforce if a land price in¬ 
formation system is developed in major cities 
in the country. A tax on vararr *?<?d (which 
is not exorbitant) will achieve the oNcotivc 
of inducing a greater suppb, of urban land 
Land Price Information System—A tread* 
Developed Areas 

(a) Register uw mci a. The existing system 
of land records in urban areas is Quite in- 
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where land records are relatively wed kept. 
Schemes should be begun in major cities for 
preparing a comprehensive register of all 
landowners. 

(b) I .and Price System: A land price system 
for already urbanised areas is intended to 
provide a reliable pricing guide for land 
transactions: this would be useful for buyers 
and sellers as well as public authorities for 
taxation purposes. Representative land 
parcels may be chosen in a grid in urban 
areas, and their prices appraised and 
published every year. Every land transaction 
should then be certified by a licensed land 
appraiser who has taken into account the 
published price of a similar plot in question. 

I his system may be started on a pilot basis 
in the metropolitan areas and then extended 
to other urban areas over the next 15 years, 
it will also be necessary to take steps to in¬ 
itiate a system whereby a corps of trained 
and licensed land value appraisers can 
emerge over the country. 

Urlxm Fringe iMnds: Standard Price System 

Both for purposes of land acquisition and 
land adjustment (see below), it is important 
to regulate the agricultural land prices 
prevailing at the fringe. Areas on the fringe 
of urban areas can be designated in rings 
and zones and “a standard price” announced 
(based on actual value) for each area in a 
base year. Subsequent to that, inflation 
adjustments can be indexed and announced 
every year along with other real price rises 
that are observed to occur around the 
notified areas. This scheme could also be 
begun around the metropolitan cities. 

All of these above measures would help 
in curbing undesirable, speculative increases 
in urban land prices, while allowing price 
increase due to real changes in the value of 
urban land. 

Land Under Government Ownership 

Even excluding the lands acquired under 
the Urban Land Ceiling Act, the government 
is the biggest owner of land in most cities. 
As an immediate measure, an inventory of 
government land ownership must be made 
and land parcels identified for developments 
as sites for shelter for the poor. In addition, 
where there are existing slums on govern¬ 
ment land and which have been included in 
the schemes for environmental improvement 
of slums, immediate action should be taken 
to transfer ownership rights to the current 
occupants. They would then become eligible 
for house financing loans, which should be 
organised under the auspices of HUDCO on 
similar bases as the Urban Community 
Development Programme in Hyderabad. 
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therefore not beAotmed it 4. eerntiff 
and actual acquisition and development 
done years later at the grave expense of 
agriculturists. Rapid acquisition and land 
development of selected portions of fringe 
lands would serve as a market leader and 
help in curbing the unwarranted increase in 
land prices. 

(b) Land Readjustment: Land develop¬ 
ment through public control can be done 
through a process of land readjustment 
schemes or other methods based on similar 
principles. The core of the idea is to com¬ 
pensate original owners of acquired land in 
kind by returning portions of the serviced 
developed land. In brief, land readjustment 
is a process whereby a public authority 
assembles numerous small parcels of raw 
land without paying monetary compensa¬ 
tion to the owners, services and subdivides 
the land for urban use, returns a portion of 
the resulting building sites to the original 
owners, and sells the remaining sites to cover 
all public costs. A number of variations are 
possible: owners can be given equity parti¬ 
cipation in the serviced land as opposed to 
actual land; the proportion of land returned 
can be varied according to social policy; 
some plots can be auctioned for recovery of 
development costs, etc. Such a scheme can 
also be used to accelerate the acquisition and 
development of (hose lands on the' urban 
fringe which have been notified under the 
urban land ceiling act. 

These measures would help in increasing 
the supply of developed land directly: they 
would also serve to provide competition to 
private activities in land development, and 
thus keep a check on price increases. 

The key problem resulting from the opera¬ 
tion of the urban land ceiling act is the severe 
restriction on the supply of developed urban 
land; this has led to astronomical increase 
in urban land prices along with an accelera¬ 
tion in unauthorised and illegal occupation 
of land. It must be understood that increases 
in urban land prices result from imbalance 
between the supply of and demand for 
developed urban land. The key aim of policy 
should be to induce the development of 
urban land; the urban land ceiling does the 
opposite. 

Any one measure is unlikely to be suc¬ 
cessful in tackling the urban problem arising 
from increasing urbanisation. But the im¬ 
plementation of a package of policies sug¬ 
gested above would be a big step forward 
along with the substantial amendment oft he 
Urban Land (Ceiling and Regulation) Act, 
1976, as suggested. 

VI 




This measure would help immeasurably 
in increasing the access of the poor to urban 
land. 

Fhiblic Development of Land 
(a) Land Acquisition and Development; 
Some pan of fringe lands at the urban fringe 
may be acquired by public authorities for 
rapid development of land and disposal 


Shelter for Urban Poor 

The problem of shelter for the urban poor 
has perhaps become worse over the hut 
decade. This is despite the fact that concern 
has been expressed for the shelter needs of 
the poor right from the First Five-Year Phut. 
However, plan schemes have barely touched 
the problem and most schemes have been 
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some soda! housing schemes do exist unaer 
the state governments hut the ftmds allo¬ 
cated are negligible compared to the needs 
and nor b there much in formation available 
on how there funds are actually utilised. 
With continuing emphasis on urbanisation 
and the expansion of cities and towns of all 
axes it is very important that adequate pro¬ 
visions be made such that the shelter con¬ 
ditions of the urban poor may improve pro¬ 
gressively over the next decade. Until now 
most of the so-called social, housing 
schemes introduced by the government of 
India or by state governments have mainly 
been directed towards construction of formal 
housing by governmental, semi-govern¬ 
mental agencies and co-operatives. In effect 
much of these resources have ended up sub¬ 
sidising housing for the middle and low in¬ 
come groups. The funds allocated to these 
schemes would have gone much further if 
they had been spent on land development 
and basic services. What must be recognised 
is that the bulk of the .housing'of all income 
groups particularly the poor has in fact been 
supplied by private initiative in a great varie¬ 
ty of ways. This is true even, in cities like 
Delhi where public agencies have near 
monopoly control over the allocations of 
land and also have a vast set-up for construc¬ 
tion. Budgetary allocations would go a much 
longer way if utilised almost exclusively for 
infrastructure and land development with 
heavy emphasis on delivering cheap serviced 
sites to the poor or upgrading existing sites, 
which are already inhabited. 

Any policy dealing with shelter for the 
urban poor must be a co-ordinated policy 
dealing with the environment in which the 
poor live along with the upgrading or new 
construction of the specific structures in 
which they live. The government has long 
had a slum clearance or improvement 
scheme which was originally introduced in 
1936. The emphasis was shifted from slum 
clearance to improvement in 1972 as a result 
of the recognition that the policy of clear¬ 
ance and rehabilitation of slum dwellers had 
become increasingly impractical. In fact the 
unit cost under clearance schemes has con¬ 
tinued to escalate and is now in the region 
of about Rs 30,000 per unit. Such a unit cost 
is not only unaffordable by the poor, it is 
also not cost effective and those units also 
pose a serious problem of management and 
maintenance for public agencies. The en¬ 
vironmental improvement programme of 
urban slums has attempted to upgrade the 
slum areas by providing elements of basic 
infrastructure like improvement, water supp¬ 
ly; paving of roads, street fighting, etc This 
programme has had limited success but can 
be credited with having had quite wide 
coverage TWo main problems in this pro¬ 
gramme are (I) there is little community par¬ 
ticipation In there projects resulting in poor 
maintenance of the infrastructure created 
and (ii) there is no connection between this 
programme with either security of tenure of 
the residents or assistance in house construc- 


tkw; Tliefc is afto no link between the pro¬ 
vision of social facilities and employment 
prog ramm es with slum imp rovement schemes 
It may be noted that there have been sue 
cessfui programmes in some parts of the 
country among which Madras, Hyderabad 
and Visakhapatnam may be particularly 
mentioned. The projects in these cities have 
been successful because there has been con¬ 
sidered involvement of people in the prepara¬ 
tion and implementation of the projects; 
there has been a firm linkage with security 
of tenure and house improvement loans; 
amenities provided have been of higher 
quality; some attempt has been made on cost 
recovery; attempts had also been made on 
initiating programmes involving provision of 
pre-school facilities, nutrition, health, 
employment and connected activities; and 
there has been carefully preparation of pro¬ 
jects and estimates with the involvement of 
full-time community organisers. 

Funding Shelter for Poor 

A drastic change in the reorientation of 
ail public agencies like housing boards 
engaged in shelter is an essential prerequisite 
to expanding the availability of housing 
finance programmes for the poor. The brick 
and mortar approach is totally unsuitable to 
the problem of the most of shelterless poor. 
In the best of circumstances such an ap¬ 
proach cannot produce houses affordable 
and suited to the needs of low income peo¬ 
ple: These organisations should concentrate 
on the development of land and infrastruc¬ 
ture to facilitate construction of houses by 
individuals, groups of individuals and other 
appropriate organisations like housing 
societies and housing co-operatives. These 
agencies should regard themselves as facili¬ 
tators of housing activities rather than as 
builders of houses. While developing land 
and infrastructure these agendes would con¬ 
centrate largely on sites and services where 
new development is concerned and site im¬ 
provement and environmental improvement 
where existing sites are to be upgraded. They 
should be appropriately reorganised such 
that their staff is equipped to deal with com¬ 
munities of people in order to promote com¬ 
munity development, community participa¬ 
tion and other organisational innovations 
which are more suited for improving the 
shelter and other needs of the urban poor. 
The so-called planning and development 
authorities in many cities have deteriorated 
into house builders while sacrificing partially 
their legitimate functions as planners and 
promoters of infrastructure. At present low 
income groups have practically no access to 
institutional finance for housing. Indirect 
funding is available for EWS and LIG 
categories through housing agencies funded 
by HUDCQ However, these agencies con¬ 
struct the houses which are then allotted to 
eligible applicants who come within the in¬ 
come limits prescribed. Naturally only a 
small number of people requiring completely 
built newly constructed houses are covered 
by there schemes. The result is that by and 
large the urban people depend mainly on 
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their own resources and wfctt can beta*. ':h 
rowed in the private market; this has been - j 
shown conclusively by different studied' 
relating to housing finances! {f. t 

Major initiatives are needed on the part .;?? 
of the central and state governments ahKIf; 
with the financial institutions in order 
mobilise more funds for the housing prosV-Mf 
gramme for the urban poor such that tong- .^‘1 
term loans for house construction and 
provement may be available to them from 
a variety of institutional sources. Particular, ’ ri jj 
attention may be paid to this issue now that- f 
the National Mousing Bank has come into 
operation and that the availability of hotts* 
ing finance may be expected to expand in . 
the next few years. 

It may be noted in particular that the 
urban poor have great need for small 
amounts of money to repair, re-develop or 
augment their homes. At present, there is no 
institutional arrangement for the disbursal 
of such loans. Innovative banking mecha¬ 
nisms promoting greater decentralisation 
and community level organisations may be 
created to fill this need. It is nec&sary for 
decentralised institutions to emerge which 
can deal directly with individuals in pro¬ 
viding them with relatively small amounts 
lor housing improvements as well as housing 
construction. It is recommended that the 
National Housing Bank may pay special at¬ 
tention to devise such schemes and institu¬ 
tions. It may be noted that the recommen¬ 
dation here is not to increase the level of sub¬ 
sidy for this kind of housing finance but fen 
expansion of access of urban poor to institu¬ 
tional sources of housing finance. 

Slum Improvement 

Slums and squatter settlements may be 
recognised as the products of poverty and 
(Social injustice Slum clearance and demoli¬ 
tion is no solution to this problem: indeed 
it contributes to the creation of a bigger pro¬ 
blem of homelessness and contributes to the 
destruction of investment in housing capital. 

The absence of adequate water supply, 
disposal of human waste and garbage col¬ 
lection may be identified as the three most 
important factors that endanger the health 
and well being of the people living in slums 
.and is therefore mainly responsible for in¬ 
creasing public resentment of slum condi¬ 
tions. It is recommended that the implemen¬ 
tation of schemes to supply more water to 
slum areas and installation of low cost 
sanitation facilities be taken up as a massive 
programme along with measures to collect 
garbage and serviced public latrines in the 
poor areas of our cities. Hence, if the pro¬ 
vision of basic amenities to all urban 
residents is to become a reality by the year , 
2000 it is necessary to step up allocation for 
slum improvement substantially. 

In order for these programmes to be ef¬ 
fective the importance of peoples’ involve¬ 
ment in shelter projects and in slum improve¬ 
ment must be emphasised. It is recommend¬ 
ed that a large progrimme of urban com¬ 
munity development projects be taken up in , 
all areas where public agencies are to take 
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I up some improvement or bousing projects. 

The Hyderabad Urban Community Develop- 
, ment Project may be taken as a guide despite 
i some of the piol>lems it has faced. It is im- 
>' portant that local bodies as well as volun¬ 
tary agencies should be fully involved in 
urban community development projects. 
Such work cannot be done simply by the in¬ 
volvement of voluntary organisations alone. 

It is also necessary to undertake a full 
; scale review of slum legislation in the coun¬ 
try such that it may be reoriented in tine with 
the government's current policy and objec¬ 
tives. The review should specifically address 
itself to strengthening the legislation to 
facilitate improvement programmes in squat¬ 
ter settlements, upgrading of slums in buiit- 
, up areas, speedier acquisition of private 
. lands under slums and grant of tenure to 
j residents of improved slums. Furthermore, 

I even under the existing legislations state 
[ governments should be urged to make more 
! vigorous use of the laws available in the mat- 

; ter of acquisition of private land under 
| shims on payment of a multiple of the actual 
[ rent. The greatest importance must be at- 
1 tachcd to the granting of security of tenure 
j in shelter programmes for the poor be they 
| serviced sites, improved slums or formal 
I housing. This must be regarded as an inte- 
i gral and indispensable part of slum upgrada- 
I Hon. At present the Slums Areas Acts are 
I primarily conoemed with the provision of 
a sanitary environment. Originally (hey were 
formulated to allow clearance and re¬ 
development of sites where the structural 
quality of over-crowded and dilapidated 
buildings were involved. The acts at present 
do not concern themselves with the security 
Of tenure to hutment-dwellers. Hence, the 
main acts do not enable creation of condi¬ 
tions which result in long-term improvement 
of shelter occupied by the urban poor. 

The existing zoning regulations, building 
bye-laws, minimum plot size, maximum den¬ 
sities, construction standards and so on are 
such that a good proportion of popular 
| housing today continues to be technically 
* illegal. Some progress has been made in re¬ 
cent yean to modify legal standards in order 
to make legal shelter more affordable to the 
poor. State governments and city manage¬ 
ments should conduct a realistic review of 
Master Plan standards, land use plans and 
regulations, building bye-laws, infrastruc¬ 
tures standards and service standards in 
order to determine the minimum norms 
which are compatible with both health and 
safety on the one hand as well as a realistic 
appraisal of the means of the poor. 


VII 

Urban Water Supply and 
Sanitation 


The drought conditions in 1987-88 serv¬ 
ed to highlight the very serious problems of 
water availability in a number of towns and 
Cities to the country, both small and targe, 
lathe mast seriously affected cities the situa¬ 
tion had become so difficult that in some 
i 
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cases water supply was available to redderiti 
only once in three days or sa This situation 
resulted both from the specific problems 
caused by the drought but also because of 
poor planning and inadequate resources 
devoted to the supply of water in urban 
areas. With the expected rapid increase in 
urban population outlined in Section I the 
demands on urban water supply are going 
to be increasing over time. Furthermore, with 
the expected acceleration in industrial 
growth the demand for water supply for in¬ 
dustrial and commercial uses may also be 
expected to accelerate. It may also be noted 
that the increases in urban incomes will also 
mean that per capita demand for water in 
urban areas will also go up. All of these ex¬ 
pected developments suggest that special at¬ 
tention will have to be given in the next two 
Five-year plans for tackling the problem of 
urban water. The Technology Mission on 
Rural Drinking Water had emphasised the 
urgent attention that must be given to rural 
areas in this regard. A similar concerted na¬ 
tional campaign will have to be launched for 
the supply of drinking water in urban areas 
over the next two five-year plans. 

The provision of water in large cities poses 
some special problems. Although, the per 
capita cost of providing water in large cities 
may not be highei than that of supplying 
water in smaller cities (in many cases it might 
even be lower), the complexity of projects 
involving the delivery of drinking water in 
large cities tends to be much higher. The 
larger the city the more is it necessary to seek 
water sources at large distances. The sources 
are much beyond city boundaries and in 
many cases they would even be beyond state 
boundaries. Schemes for the augmentation 
of water supply in large cities drawn up in 
recent years suggest that the cost of in¬ 
dividual projects are now becoming quite 
substantial. At present, there is no central 
allocation of funds for urban water supply. 
Because of the size of these projects state 
governments often have difficulty in funding 
them within the conventional state plan 
framework. As a result the number of pro¬ 
jects being posed for external assistance has 
been increasing. There is therefore an urgent 
need for an assessment of the resources re¬ 
quired for the supply of water in large cities 
over the next two plan periods and beyond. 
It may also be noted that in addition to the 
existing metropolitan cities, each of which 
are growing larger, there will also be a con¬ 
tinuing addition to the number of metro¬ 
politan cities in the future. Over time, this 
problem will, therefore, affect almost every 
state in the country. 

The funding of urban water supply has 
two aspects: first, capital funds are needed 
upfront for investment in the new projects. 
Second, once the project is in place, funds 
are needed to finance the original investment 
and for the operation of the systems created. 
Naturally, if the financing and operational 
and maintenance cost can be met substan¬ 
tially from the levy of water charges, it will 
become easier to raise capital funds from 


market borrowings. & I 
it is not possible to levy appropriate user 
charges budgetary funds win have to be 
allocated for both capital investment needs 
from the plan sources, and for current ex¬ 
penditure on operation and maintenance. 
Given the scarcity of resources in the 
foreseeable future and other pressing re¬ 
quirements of basic infrastructure and 
poverty removal it must be understood that 
the supply of water in urban areas should 
in general pay for itself. 

A co-ordinated special effort must be 
made as part of the national campaign sug¬ 
gested above to induce the levy of user 
charges for water in all towns afld cities in 
the country. This does not mean that the 
provision of water should not be assured free 
or at subsidised rates for urban poor, in 
most cities almost half of the water supply 
is consumed by industrial and commercial 
users. There is no reason why such users 
should not pay the relevant economic 
charges for the consumption of water. Of the 
remaining water supply for domestic use 
only a small proportion goes for providing 
the needs of the poor through the provision 


of public stand posts. Again, there is no 
reason why any household which can afford 
a private connection should not pay full cost 
of the water consumed. Hence, if all in¬ 
dustrial and commercial users and better-off 
households are charged appropriate user 
charges for water plus an additional amount 
for the purpose of cross subsidies for the 
poor, there is in principle no difficulty in ex¬ 
pecting all urban water systems to pay for 
themselves. 

The Seventh Five-Year Plan had made pro¬ 
vision for the establishment of an Urban In¬ 
frastructure Financing Corporation which 
will also Finance urban and water supply 
Rhemes in different towns and cities in the 
country. This proposal has yet to fructify. 
At present, in addition to budgetary funds, 
the main source of funding for water supply 
schemes is the Life Insurance Corporation. 
Some of the funds from LIC are given at 
concessional interest rates while other funds 
have also been earmarked for water supply 
schemes but at the LIC commercial rates of 


interest. When a new Financing institution 
for urban infrastructure is established it may 
be expected to induce better project prepara¬ 
tion, evaluation and pricing of water supp¬ 
ly projects. Since Financing experience 
already exists in the LIC such an institution 
should have to be viable. 


Sewerage and Sanitation 


Connected with the issue of augmenting 
the supply of water in urban areas is the 
issue of its disposal. Proper disposal Of 
sewerage is also necessary for health pur¬ 
poses. At present, the policy is to eventually 
provide all cities of over 1 lakh population 
with underground sewerage systems. The 
reality however, is that sewerage systems are 
extremely expensive and are therefore not af¬ 
fordable in all such cities in the foreseeable 
future Hence low cost sanitation techniques 
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lhbokf be used incitfei nfalf ibet'wteMr 
it litechakaBy possible. Sfewerap schemes 
should be restricted to metropolitan cities 
and in the most densely populated areas of 
other large cities where low cost sanitation 
may not be possible. 

Conservation of Water 

The Ganga Action Plan has made a 
notable beginning in the country in recognis¬ 
ing the necessity for pollution control of ef¬ 
fluents dischaigcd into the riven. This is im¬ 
portant not only from the view of pollution 
control but also because it raises the poten¬ 
tial for recycling treated water. Considerable 
economies can be made in the supply of 
water in large cities if a directed effort is 
made to recycle used water. If it is not possi¬ 
ble to recycle such water for drinking water 
purposes much of the industrial and com¬ 
mercial use could certainly be supplied by 
recycled and treated water. A co-ordinated 
programme should be drawn up to identify 
the amount of water that could be treated 
in such a fashion in the 25 largest cities in 
the country. 

In large water supply systems, particularly 
when they were originally installed a long 
time ago, there is great leakage of water from 
the system. The detection of water leakage 
must be done on a regular basis and ways 
found to reduce the loss of water in this 
fashion. If it is technically difficult for water 
supply agencies, municipalities and state 
governments to do this, central technical 
assistance should be provided for water 
leakage detection in the Eighth Five-Year 
Plan. 

As mentioned above it will increasingly be 
necessary, in the future, to go further and 
further afield to find sources of drinking 
water for urban areas. It may. therefore, be 
expected that difficulties may arise in the 
share of water for rural, urban, industrial 
and agricultural uses. It will, therefore, be 
necessary to co-ordinate supply of drinking 
water in urban and rural areas and water for 
irrigation. A mechanism has therefore to be 
found at the national level and perhaps at 
State level for co-ordinating the use of water 
in the country. 

VIII 

Urban Transport 

The Current situation of urban transport 
in the country leaves much to be desired. 
Because of the fact that the responsibility 
for urban transport is divided among a 
number of agencies and levels of government 
the provision of urban transport has suffered 
immeasurably. It is only in the largest four 
metropolitan cities that there is any reasona¬ 
ble level of service in terms of accessibility 
to different.kinds of public transport modes. 
In most of the other cities, barring a few 
notable exceptions, the provision of public 
transport is quite minimal and therefore 
needs considerable upgrading over the next 
decade. As mentioned earlier, there are 


■- timtdyei«ht mStkm plus cities tatbf coun¬ 
try in addition to 0e four latest metro¬ 
politan cities. By 1991 this number will in¬ 
crease by another 6 to 8 cities. There are over 
200 other cities with population in excess of 
1,00,000. As all of these cities grow over the 
next few decades the demand for urban 
transport will be increasing continuously for 
•the foreseeable future. It is therefore of the 
utmost importance that some organised 
thinking be done; policies enunciated and ac¬ 
tion taken with some measure of urgency. 
At the same time what is of equal impor¬ 
tance is that given the levels of low per capita 
income prevailing in the country and lack 
of adequate financial resources, we must be 
very careful to resist the widespread emerg¬ 
ing demands for highly capital intensive and 
expensive modes of transport of some of the 
largest cities. The effort in urban transport 
policy must be to improve the levels of ser¬ 
vice while at the same time ensuring that 
they are not resource intensive and that they 
are cheap to the consumer. 

The aim of good public transport is to 
provide access to services which are frequent, 
cheap, reliable and easily accessible. Good 
provision of public transport would also 
reduce the necessity for the public to go in 
increasingly for privately owned modes of 
transport. While recognising that ownership 
of private modes of transport will continue 
increasing in the country along with increas¬ 
ing incomes in the foreseeable future we 
must make continuous attempts to restrict 
their use at peak times such that public 
transport can function much more efficient¬ 
ly. Given the current resource position of the 
country the use of personalised private 
transport for commuting purposes is highly 
wasteful, polluting and expensive. An inte¬ 
grated urban transport policy must therefore 
attempt to provide vastly improved levels of 
services to induce people to move away from 
private transport modes along with other 
policy actions aimed at reduction of the use 
of private transport. 

The current urban transport situation is 
that the largest four metropolitan cities have 
relatively well organised urban transport 
services. In each of these cities buses carry 
over 50 per cent of the passengers, except 
for Bombay where it is somewhat less at 
around 40 per cent. It is only Bombay where 
rail-based suburban services carry as much 
as another 40 per cent of total traffic Rail 
services are important in only one other city, 
that is Madras, where about 15 per cent of 
the traffic is rail-based. It is remarkable that 
even at the present time, the bicycle is an 
important mode of transport in almost all 
million plus cities, carrying over 20 per cent 
of all traffic (except Bombay and Calcutta). 
Indeed in most cities except the largest four, 
walking and cycling still cover half or more 
of all trips. Bombay, Madras and Delhi have 
very large public bus services which are 
among the best run public bus undertakings 
in the world. BEST in Bombay and the PTC 
in Madras are almost fully self-financing as 
well. In Calcutta bus services are provided 


by both the ptibUcanii 

the major share being provided by ihe-'if 
private sector at comparable fares and wfcltT r |f 
no subsidies. Among the other larger dtiei,/ 
Ahmedabad, Bangalore and Hyderabad 
have bus services of about 1,000 buses ends 
while in the next category of cities few, if 
any, have the services of more than 300 bluet 
each. In addition to the services provided by ^ 
standard buses which are mostly public sec- 
tor owned and operated (except in Calcutta), '.if 
there are also a number of mini buses usually . 
privately operated in different cities. For «- 
ample in Jaipur while about a hundred buses r; 
are the public sector owned standard size 
buses, the city is also served by another 180 
mini buses. The result is that in most cities 
apart from the largest four, people have to \ 
resort in large measure to using personalised 
modes of transport including the private hire 
of cycle rickshaws, auto-rickshaws, taxis, and 
other personalised modes. The cost of such 
transport is both much higher for the system 
as a whole as well as for the consumers 
themselves. The provision of better public 
transport would therefore be in thfc interest 
of the country as a whole from the resource 
point of view as well as for the individual 
consumers. A review of different studies in¬ 
dicates that the operating cost of buses and 
mini-buses would fall in the range of 10 to 
20 paise per passenger km, the cost for cycle- 
rickshaws are about 30 paise per passenger 
km, and for auto-rickshaws about 70 paise 
per passenger km. In comparison the total 
cost of operating a metro-underground 
system would be about Rs 2-4 per passenger 
km: including both capital and operation 
and maintenance costs. 

In most cities a mixed-system of large, 
medium and small buses is most likely to 
provide cost effective and convenient services 
for the large majority of the travelling public 
The approach to the problems of largest 
cities may be slightly different from that to 
the problems of smaller towns and cities. At 
present there is mounting pressure for the 
introduction of rail based mass rapid tran¬ 
sit systems for some of the largest cities in 
the country. Before any decisions are taken 
for introducing such systems, close attention 
must be paid to realistic cost assessment. At 
present, the total route network of under¬ 
ground rail systems in the world is about 
3,500 kms. Of this about 1,600 kms is ac¬ 
counted fpr by just six cities—London. 

Paris, New York, Chicago, Moscow and 
Tokyo. Only about 250 km exists in develop¬ 
ing countries but all are in the richer 
developing countries in cities such as Istan¬ 
bul, Sao Paulo, Mexico City, Rio de Janeiro 
and Singapore Beijing is the only city in the 
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relatively low income developing countries 
with an underground system. The average 
costs at current prices of installing an 
underground system would be about Rs 100 
crore per km. The cost for the elevated por¬ 
tion would come to about Rs 50 crore per 
km. In one of the most recent underground 
systems constructed, that in Hong Kong, the 
cost came to about Rs 130 crore per km. 
These data indicate that constructing 
underground systems in India cannot even 
be considered at present levels of income of 
the country and serious examination must 
be made of all other possibilities before in¬ 
troducing such expensive systems to even to 
the largest of our cities. 

Considerable progress can be made if im¬ 
portance is given to instituting a large range 
of traffic engineering and other regulatory 
measures which would be low cost but yet 
very effective in meeting the needs of the 
people. Among traffic measures much more 
can be done to encourage the use of public 
transport while cutting down on low occu¬ 
pancy, high hazard, high cost, and polluting 
use of personalised transport such as two- 
wheelers and cars, in Delhi for example, in 
1985 there were only 14,000 buses operating 
in the city as compared with 1,66,000 cars 
and jeeps, 5,00,000 two-whcelers, and about 
30,000 auto-rickshaws. If proper measures 
are taken there is considerable scope to 
reducing the use of personalised transport 
by promoting the use of buses of different 
kinds and sizes. Some of the traffic measures 
that can be considered include the following: 
—creation of one way streets 
—integrated traffic signals 
—better route markings 
—creation of bus-ways 
—reserved bus lanes 
—counter flow bus lanes 
—construction of routes to low income areas 
—creation of parking areas and charge of 
appropriate parking fee 
—exclusive rights of way for cyclists and 
pedestrians 

—reduction of peak period travel demand 
by staggering of work hours 
—construction of terminals and bus depots 
At the same time much more would have 
to be done by way of traffic regulation 
through stringent enforcement of safety 
standards, pollution control, traffic control 
and traffic management, such that overall 
priority is given to public transport. 

Other measures which may be considered 
include the restriction of the use of private 
transport in certain areas of the city and rais¬ 
ing of taxes on privately owned vehicles. In 
order to do all this, special effort will have 
to be made to channel resources towards 
traffic and transportation research aimed at 
rinding low cost and appropriate solutions 
for our cities. Given the continuing impor¬ 
tance of the bicycle as a major transport 
mode particular attention must be given to 
devising exclusive rights of way for cyclists. 

If enough importance is given to the pro¬ 
motion of public transport through a mix- 


would be possible to improve the provision 
of urban transport considerably in the near 
future at low cost. The use of busways, bus- 
convoys, etc, in different cities has shown 
that it is indeed possible to move large 
volume of traffic by appropriate traffic 
management and use of buses. In some cities 
the volume of passenger movement has 
reached over 25 thousand passengers per 
hour travelling in bus convoys at speeds of 
about 15-20 kms per hour. Among buses 
there is a large variety of size available rang¬ 
ing from the mini-bus which may seat 12-20 
passengers to large double deck or the arti¬ 
culated buses which carry over 120 passen¬ 
gers. An appropriate combination of such 
buses is likely to provide adequate public 
transport in our largest cities. Large buses 
are most suitable for routes where demand 
is high enough to sustain frequent service 
and full utilisation. On other routes, ade¬ 
quate frequency of service and feasibility can 
be maintained if smaller buses and vans are 
used to good advantage The fare levels of 
both large and small buses may be such that 
they arc affordable to the large majority of 
the public. Different studies show that con¬ 
sumers are quite willing to spend up to about 
10 per cent of their income on transport 
purposes. Create.- expenditure on urban 
transport involves hardship. Our transport 
planning and setting of fares should 
therefore keep this in mind. Judging from 
the operating costs of both mini buses and 
larger buses of about 10-20 paise per 
passenger km it would seem that they are 
the best solutions for urban transport from 
this view point also. The availability of a 
wide range of service such as express services 
with minimum stops, shuttle services, shared 
and para transit services, personalised door 
to door services, would reduce the use of 
private transport. The aim should be to pro¬ 
vide a high Irequency of services in all areas 
such that waiting time for any passenger 
does not exceed much more than 5 minutes, 
walking distance from home to public trans¬ 
port is not much more than half a kilometre, 
and that the speed of the public transport 
is not much less than 15 to 20 kms per hour. 
The experience of cities such as Manila, 
Hong Kong, Jakarta, Buenos Aires suggests 
that the availability of a large number of 
both large and small buses makes this possi¬ 
ble. For example, in Hong Kong about 3,700 
double decker buses provide transport for 
about 4 million passenger trips while 
another 4,500 15-seater public light buses 
provide transport for another 1.5 million 
passenger trips. In addition, the dty also has 
the services of about 2,500 contract buses 
and another 2,000 mini buses. Similarly, in 
Jakarta about 3,000 large buses carry 1.8 
million passenger trips per day while about 
3,500 20-seater buses carry another 1.3 
million and another 2,000 10 seater buses 
carry an additional 0.2 million passenger 
trips. Similar examples can be given from 
other cities. The important point is that 


number of individuil operators or eo- 
operatives of operators,such that public in¬ 
vestment in urban transport may be concen¬ 
trated on providing routes and traffic regula¬ 
tions and management services, while at the 
same time ensuring a high level of service 
to the travelling public 

Similar approaches may be followed in the 
next level of cities and other smaller towns 
and cities. The situation in cities such as 
Ahmedabad, Bangalore, Hyderabad, Jaipur, 
Kanpur, Lucknow, Nagpur, Pune; Baroda, 
Patna, etc, would be helped considerably if 
relatively free entry is given for {he opera¬ 
tion of small buses, vans, etc, which would 
serve most routes except the few trunk routes 
which could be served by large buses. Peo¬ 
ple who have to resort to expensive private 
modes of transport including cycle rickshaws 
and auto-rickshaws due to the absence of 
adequate public transport in these cities 
will be relieved considerably by such an 
approach. 

[The views expressed in this paper are those of 
the author and should not be attributed to the 
government of India, j 

(Concluded) 


" An International Survey 

CENSUS MAPPING SURVEY 

Edited by Foreword by 

Or Prtthvish Nog Prof. John I. Clarke 

Rs. 200 

This international survey on Census Map¬ 
ping has been carried out under the 
aegis of the Commission on Population 
Geography of the International Geo¬ 
graphical Union and the Comm Isslon on 
Census Mapping of the International 
Cartographic Association in older tohlgh- 
llght the progress In the mopping of the 
1980 lound of census results. The volume 
Is directly concerned with twenty-one 
countries of varying population and has 
enquired Into the changing population 
characteristics of countries and regions 
and the impKcationsln mapplngtheevef 
changing population based on census. 
The volume should be useful to popula¬ 
tion geographers, population cartogra¬ 
phers, demographers, census planners, 
regional and national planners and cen¬ 
sus cartographers. 

Please forward your ordersllnaulrlei to: 
CONCEPT PUBLISHING COMPANY 
A/15-16. Commercial Block. Mohan Garden 
NEW DELHI-110059 (India) Ph: 5554042 


1996 


EcortomkandPoHtical Wteekly September 12,1992 



On the Trail of the Mahabharata 

A Response 

Janaky 


SUDDHABRATA SEN GUPTA has 
critically examined the television serialisa¬ 
tion of the twin epics, Ramayana and 
Mahabharata [EPW, November 9,1991] by 
contextualising the productions in the com¬ 
munally surcharged Indian political atmos¬ 
phere. During times of political turmoil 
these epics have been central sites for 
redefining ethical and moral codes, for con¬ 
solidation of identities and political allegi¬ 
ances; and these epics have been used simul¬ 
taneously by contesting groups to validate 
their mutually contradictory positions. Sen 
historidses the interpretation of the epics on 
the television as a part of the larger contem¬ 
porary project of foregrounding ‘Hindu* 
identity as the ‘Indian’ identity; the serials 
functioning as props to the homogenising 
‘Hindutva’ ideology. Sen condemns this 
harnessing of epic material to the needs of 
a fasdstk purpose which he says has brought 
about a cultural identification with patriar¬ 
chy. And the ultimate casualty is woman or 
gender relations. Even while mentioning that 
the serial adheres to the gender bias in the 
“original’ text. Sen further in the article lauds 
the rebellious potential of Draupadi and Sita 
in, once again, the 'original' texts; Sen 
rebukes the serial for effecting an aesthetic 
damage to these women by standardising 
them into ‘pativratas’. 

Now, the notion of the ‘original’ Maha- 
bharala is inherently problematical and the 
historidsing imagination of Sen does not 
historidsc enough when speaking about the 
original The search for the Ur Mahabharata 
(the original text) has plagued the 
Mahabharata enthusiasts for the last few 
centuries. We know of only successive stages 
in the growth of the epic from ‘Jaya’ to 
‘Bharata’ to ‘Mahabharata’. Even this 
development is not traced through a single 
unified tot but through multiple recensions, 
orally red ted and dramatically performed in 
the different parts of the sub-continent. And 
this textual growth has not been impervious 
to the political and social processes in its 
milieu, to the destabilisation and re-organi- 
sation of caste hierarchies, to the dismantl¬ 
ing and appropriation of gods and god¬ 
desses. During these periods when Maha¬ 
bharata had not yet acquired a ‘fixed’ iden¬ 
tity it was a significant discursive site for 
contesting groups to use as a cultural tool 
of legitimation of their own interests. Robert 
P Goldman 1 writes about the significance 
of the take-over of the epic by Bhrgu 
brahmins. 'In reality, it is not the earth or 
worldly sovereignty that the Bhrgus or the 
brahmans ever took from the princes but- 
rather the control of the past and with it the 
authoritative vehicle for sodal. moral and 


spiritual dogma, the Mahabharata itself 
It would be theoretical naivete to presume 
that in these struggles for the custodianship 
of the epic, the gender-identities had remain¬ 
ed steadfast and unchanging. In Sen’s con¬ 
cept of the “original’ Mahabharata there 
seems to be lurking a ‘pure’, 'original' 
woman too. On the contrary the reader with 
a sensitivity to historical context can see that 
the epic teems with conflicting discourses on 
woman, sexuality and gender-relations from 
the differing perspectives of brahminical and 
kshatriya codes. The kshatriya code of 
violence, colonisation and hegemony uses 
the woman as an element of transaction, a 
booty to be won, as a tool of political 
alliances, as signposts of territorial expan¬ 
sion, as preservers of dynastic purity, while 
brahminical religiosity taboos the feminine as 
a potent force that disturbs the ‘tapas’ (the 
concentrated energy of abstinence and 
penance of the male ascetic). And in the 
explosive rhetoric of a Draupadi or a 
Sakuntala it is disheartening to note again 
only a reinstatement of patriarchal values. 
But here we anticipate. 

To come back to the question of the 
‘original’, what we have today is largely a 
filtered version of certain sequences, events, 
images and figures from the encyclopaedic 
work of Mahabharata which has given the 
work the hallmarks of its contemporary 
identity. Laypersons will hardly be acquaint¬ 
ed with the tediously lengthy didactic 
passages wedged between events in the epic 
But they know the story, know the central 
events, know the good and evil—they know 
the agony of Draupadi, of the anguish of 
Kama, of the duplicity of Sakuni, of the 
lechery of Kichaka and the supremeness of 
Gita. And this popular knowledge of the 
epic is itself a cleverly structured discourse, 
legitimised as Tradition'. Thus, it has become 
problematic to quote from the “text’ without 
qualifications. Sen quotes from the crilicial 
edition of the Mahabharata, considered to 
be the definitive version, edited by Sukh- 
thankar. Now Sukhthankar is said to have 
expunged the episode of Krishna’s interven¬ 
tion in the sequence of disrobing of 
Draupadi, considering it, as an interpola¬ 
tion. By this excision of the deux ex machina 
from the scene Sukhthankar is questioning 
the validity of a people’s engagement with 
a text, the sacralisation of the epic by 
Vaishnavism, the consequent transformation 
in (he status of the text, and the religious 
and political polemics involved in Krishna's 
succour to Draupadi. In spite of Sukhlhan- 
kar's rational scissoring of the god, it is dif¬ 
ficult for anyone to conceive of the episode 
without Krishna’s timely appearance and so 
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the question remains as to where textual 
originality lies—in the traditional word to . ^ 
word transmission or in the edited, trimmed •• tjj 
texts. Or does the “original’ spread across the -. “ ■| 
diverse recensions, translations and adapts- 
tions, in the ingenious re-working of events ; 
and characters by Bhasa or to come to 20th % 
century literature in Subramanya Bharati’s '"f\ 
Panchali Shapatham (where the game of '<? 
dice becomes a metaphor of the staked posi¬ 
tion of mother India) or in Ulloor's radical ' •”! 
vision of Duryodhana as being sensitive to 
casteist injustice, or in Irawati Kane's ex- - 
trcmely humanised characters in Yugant? 

This dilemma around the ‘origin’ would 
make us perhaps tentatively conclude that 
we have only interpretations and that is the 
strength of the Mahabharata. 

Historidsing the recension that one works 
with is a primary requisite to understand the 
palimpsestic qualities of the epic which Sen 
points out. One could perhaps make use of 
any one recension for a larger research pro¬ 
ject but it would be critical myopia to 
dehistoricise any text and plunge into the 
traps of universalism. Sen indicts the TV 
serial for trying to evoke a ‘mythic imaginary 
past’. Sen himself is guilty of locating the 
‘original’ epic in a vacuous historical space; 
and exhibits an innocence of the depth of 
historical material unearthed from epic 
studies by modern historians. It is also 
related to the larger question of the literary 
texts interplay with the social text and the 
dialectics of this interaction. It would be 
pertinent to jolt our memory a little and 
remember that Mahabharata had tremen¬ 
dous importance in the pedagogy of women 
and the shudras to whom the epic was the 
fifth Veda and to whom the other four Vedas 
were denied access. And it would definitely 
have been all the more significant how the 
gender and caste-relations were depicted in 
the epic While focusing on the issue of the 
representation of gender and its distortion 
in the TV serial it is crucial to study the 
ideological function performed by Maha¬ 
bharata in negotiating issues of not only 
gender but caste and race too. An episode 
like Ekalavya’s sacrifice eulogised as loyalty 
to a guru, who refused ‘vidya’ to him on ac¬ 
count of his low birth, though often cited, 
has done little to deglamorise the image of 
Arjuna. It has not led to a radical re- 
conceptualisation of the moral positions in 
the epic Similarly, in the Ramayana, the 
myth of Sambuka the 'dasyu' being behead¬ 
ed by Rama, on the premise that a 'dasyu' 
is not to study the Vedas, has done tittle to 
reduce Rama's glory. The argument that the 
‘original’ Ramayana does not have it again 
leaves us with the enigma of the ‘original’. 

And even the myth of Lakshmana Rekha 
does not figure in the main body of Ikalsi 
Ramayana. But in studies of culture politics 
the emphasis will have to shift from the 
debates around the ‘original’, to why and 
how a particular myth finds currency at a 
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f"~ particular kiuoricaf Juncture,' aricfwhtrii" 
social group stands to benefit from its cir¬ 
culation? All myths come to us through 
history and as H S Sharma 2 notes about the 
Indian epics: 

Many epic myths serve as social charters 
which define the rights and privileges of 
various classes to social and economic power. 
Though they may have incorporated some 
tribal dements the myths were evidently 
developed and termed in a non-tribal social 
milieu when classes had become deep seated 
and the state had been established on a Arm 
footing. 

The television serial is definitely a new 
form of expression of the very same selec¬ 
tive historical tradition through which a 
male, Aryan, brahminical socio-political 
structure reinforces its own hegemony and 
identity, time and again through the drama¬ 
tisation of the epic 

Sen has raised the issue of the margina¬ 
lisation of the cult of the mother-goddess 
in the contemporary rise of Hindu funda¬ 
mentalism as one of the grounds for the 
subordinate status assigned to a ‘rebellious’ 
woman like Draupadi in the TV version. 
This is a conclusion borne out of two 
fallacious presumptions. One is that the 
glorification of the ‘mother’ or the ‘mata’ 
cult is in itself a significance of the em¬ 
powered position of women in society. 
Secondly it concludes that there is an 
‘original’ dynamic Draupadi who has been 
cut down to ‘passive 1 size by B R Chopra. 
And it is even more despairing to see Sen 
excited over the proliferation of mata cult 
from the late 60s onwards. He writes, “The 
'mala' cult was very much the stuff out of 
which popular Hinduism was constructed 
from the late 60s onwards and it continued 
td hold sway until the 80s. It represented an 
interesting case of the 20th century crystal¬ 
lisation of the pre-Aryan little traditions of 
Hinduism.” We do not have to juggle our 
political memory too hard to remind our¬ 
selves about the projection of Indira Gandhi 
as Durga in popular parlance which was a 
mode of vindicating Indian state’s policy 
towards Bangladesh and later on the shame¬ 
ful act of Emergency. Sen's temporal leap 
from ‘pre-Aryan’ to the 20th century reveals 
an unbelievable lacuna in his historical/ 
political perspective especially since he 
employs all his theoretical rigour in analys¬ 
ing the rise of ‘Hindutva’ ideology. The iden¬ 
tification of Indira Gandhi with Durga 
shows a brilliant political manipulation of 
religious and cultural symbols to validate 
autocracy and aggression. Rama, Krishna 
and Siva are not the only figures to be 
tampered with and deployed to push a 
‘macho’ ideology. The mother goddess does 
not in herself signify an emancipatory ethos. 
Sen’s fallacy is perhaps that he sees male 
energy and violence symbolised through 
biological males alone which is the 
dangerous trap of biological determinism. 

He sees the crystallisation of the little tradi¬ 
tions in the late 20th century in an absolutely 
ahistorical social space which undermines 
the credibility and tautness of the subsequent 
attack on VHP's construction of the phallic 
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Again, historians like D D Kottmbf While 
studying the epic societies have noted that 
the tensions between Amba and Bhishma, 
Urvashi and Pururavas, Indra and Usas 
reveal the real confrontations between the 
Aryan gods and the native cults of the 
mother-goddesses, during the period of 
Aryan inroads into the interiors. The cults 
of the mother-goddesses, resistance of 
autochthonous tribes like the Nagas and 
other indigenous belief systems were ap¬ 
propriated through conquest and subtle 
modes of appropriation. The marriages of 
many gods and goddesses were expressions 
of concrete political exigencies at the level 
of the divine. According to Kosambi, 3 
Krishna continued the work of Indra. 

‘‘Where the former had to marry as many 
of the goddesses as he could, the Vedic War- 
God had unhesitatingly smashed the cult 
and wagon of lisas on the Vipas rivet?* 
There are many other myths embedded in 
the epic which point to change in the divine 
hierarchy where even the ‘matrs’ gain respect 
and legitimacy by feeding Skanda, the 
powerful male god of war. So the marginali¬ 
sation of the mother-goddess is not a recent 
historical phenomenon. And even though 
the presence of a mother cult signifies the 
cultural acknowledgement of the feminine 
energy, the politics lies in the location of this 
power in the image of the ‘mother—in the 
reproductive mystique of motherhood. It 
becomes a mechanism to male-oriented 
social structure to Tlx’ the feminine role, 
within familial and maternal obligations. 


merit whirit Sen miM 
dustty with b hardly • measure of be 
egalitarian concept of gender relations. It is 
the very same Bollywood formula that earns 
its living by a blatant display of female 
bodies in their block busters. And it is U> the 
very same aesthetics of reception that B R 
Chopra catered too. If one looks into the 
epic itself one can see how the mother’s word 
becomes instrumental in ensuring even fb 
‘adharmic’ poiyandrous alliance between 
Draupadi and the Pandu brothers. Mother¬ 
hood derives its status from the obverse side 
of subordination assigned to the other 
female roles of daughter, wife and sister. 
“The structural arrangements are such that 
the mothers are co-opted into the patriar¬ 
chal family and are made to serve its 
interests.” 4 

It is a culture which valorises the word of 
the ‘mother* that exploits the ‘silence? of the 
wife, lb cite the epic once again, on the day 
she weds Arjuna and after Kunti decides on 
the poiyandrous union there is a passage 
which graphically describes how the family 
with the new bride retired for the night. It 
is a visual depiction of the family hierarchy 
emphasising the oppositional status of a 
powerful mother and a powerless daughter- 
in-law. “And those foremost of the Kuru 
princes lay down with heads towards the 
south. And Kunti laid herself down along 
the line of their heads and Krishna along 
that of their feet. And Krishna although she 
lay with the sons of Pandu on that bed of 
Kusa grass along the line of their feet as if 
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her heart nor 
those bulls amongst KtuTus” [Mahabharata 


iubordfctirionof women within the target 
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(translated by P C Roy)]. 

And so Sen’s contention that B R Chopra 
had transformed the independent woman in 
Draupadi into the ‘maryada’ of the family 
docs not hold ground. Even before Chopra, 
the constant incursions of the privileged 
classes into the epic narrative had structured 
the gender discourse in such a manner as to 
undermine the fiery potential of Draupadi. 
Chopra did not have to labour too hard to 
produce a plastic doll. The didactic passages 
strewn throughout the epic, the episode of 
Pnnchachuda, the prostitute, educating 
Narada about the dangerous sexuality of the 
“woman’ and many other textual devices like 
the ‘author’, the metaphysical constructs like 
karma and rebirth, to name but a few, serve 
in effect to contain and neutralise the volatile 
nature of Draupadi Sen writes of Draupadi, 
“Her sexuality is powerful and strong and 
she did not cease to mock Yudhishtra for his 
lack of virility!’ Draupadi does roundly 
rebuke Yudhishtra for his vacillation and 
lack of will but that in itself is not a 
testimony to her strong ‘sexuality’. Nowhere 
is she portrayed as sexually assertive. Even 
her love for Arjuna is a covert emotion due 
to the exigencies of the polyandrous union. 

Draupadi has very often been celebrated 
as the dissenting voice protesting against the 
oppression of ‘woman’. She raises a legal 
point about the legitimacy of Yudhishtra 
staking her once he himself becomes a slave? 
Does that mean that if Draupadi had been 
staked prior to Yudhishtra in the sequence 
of the game, she would have reconciled 
herself to the status of slavehood. It would 
mean that her question whether she is a 
Daaior Adasi pertained to the rights of the 
husband and the state over the ‘wife’ and 
points deeper into the system of slavery in 
ancient society. This shifts the focus from 
the ‘generic woman’ that she is said to repre¬ 
sent, to a change in her social status once 
she becomes a slave Draupadi’* slavehood 
is accidental and not ordained by birth. And 
she claims the privilege of protection as the 
‘kulavadhu’ of the clan. One could say that 
she makes use of the space for struggle pro¬ 
vided by the patriarchal culture to retrieve 
her honour. It is not only in B R Chopra's 
version that Draupadi talks of herself as the 
‘special’ woman. She speaks of her eligibility 
to protection on the basis of kinship rela¬ 
tionship. “How then, bring the wife of the 
Parthas(- five Indras), your friend (Sak hi), 
Krishna (« Vishnu), and the sister of 
Dhrstadyumna (*■ Agni) could one like me 
be dragged into the sabha?" s 

Sen argues that a modern anti-patriarchal 
rending should have made the humiliation 
of Draupadi contemporaneous by lifting 
Draupadi from her special kshatriya status 
to that of the ‘universal woman’. By design¬ 
ing the issue as a ‘woman's’ issue we would 
be esscntialising the issues of gender-based 
oppression into the power-politics between 
an eternal ’man’ and ‘woman’. We have to 
locate the sexual vulnerability and political 


network of intersections of power and 
ideology at the multiple levels of caste, race 
and class. 

The status of a slave-woman and the sex¬ 
ual oppression she had to submit to is most 
powerfully dramatised in the persona of 
Sairandhri which Draupadi does in disguise 
during the 13th year of edit Kichaka'i over¬ 
tures and even queen Sudeshna’s complicity 
in making Sairandhri available to her 
brother’s lust reveals the dialectics within the 
‘womanhood’. Sen is right in pointing out 
that marriage does not automatically ensure 
dignity and the constant reference to her 
bring ‘Nathavati, Anathavat’ makes a 
mockery of the marriage. Draupadi decides 
to disguise as Sairandhri since Sairandhris 
or those class of maids are Swaraksita, i e, 
self-protected in the world. And it is a 
masterly piece of textual irony that Draupadi/ 
Sairandhri who had hitherto mocked at her 
own polyandrous marital status, now claims 
protection in Virata’s palace, since she is 
married to five imaginary gandharvas. Cer¬ 
tain recensions speak of Sairandhris as 
maidens of hybrid^caste—sankarajanya— 
they do not belong to a politically powerful 
class. Marriage might not ensure dignity but 
political power can and the persecution and 
torture of Draupadi/Sairandhri is to be trac¬ 
ed to her dispossessed status. 

Recently in Chalathurthy in Andhra 
Pradesh a woman of the lower-caste was 
stripped and paraded naked by a group of 
male members of the upper caste. This 
woman’s husband compared his situation to 
that of the Pandavas when they had to help¬ 
lessly oversee the humiliation of Draupadi. 
This man has intuitively identified his lack 
of a political voice arising out of his 
dispossessed social status with that of 
Yudhishtra who forfeited the political con¬ 
trol over his kingdom, wealth and subjects. 
Violence dpne to Draupadi by the Kuru 
kings can be construed as a model of state 
supported rape of the disempowered indi¬ 
viduals to paralyse their power of resistance. 
And in the epic the disempewerment arises 
out of the temporary slavehood of the Pan¬ 
davas and a sensitive reading should be alive 
to the textual movement of Pandavas and 
Draupadi from the upper caste/class to the 
lowest caste/ranks of the society. Just as in 
the black and West Indian theoretical works 
‘race’ has become a central paradigm to 
work out the problematics of gender rela¬ 
tions, ‘caste’ has to evolve as an integral 
category of our theoretical framework in the 
Indian context. 

The vastraharana or the sequence of dis¬ 
robing acquires this horror and magnitude 
only in the contemporary readings of the 
epic Within the narrative Draupadi is never 
portrayed as mentioning this as her source 
of shame On the contrary il is her forced 
entry into the sabha or the public space of 
the epic/sociai text that confirms her ‘slave* 
status and ignominy. It is the harrier between 
the public and the private which defines the 
‘respectable’ and the non-respectable 
woman. Draupadi is violated in a state of 
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tion/purification as defined by the pntftaf* - 
chal ethos. Her entry into the public space 
is construed as a fail in the Kuladharma. < 
Another text lies hidden beneath these lines,v. 
i e, she has to be located once again in the 
margins of the narrative by which the ? 
restoration of Dharma is defined. Disnip* rj 
ting the seclusion of the menstrual cycle; the ■ '> 
private language of the female body, she is 
dragged into the public male linguistic space 
of the sabha or the court—and that is 
’Adharmah'. 

‘Purdah’ is only a more visible, tangible 
marker of this spatial demarcation of 
gender. And this differential spatial allot¬ 
ment is still practised through rituals of 
menstrual seclusion in the orthodox house¬ 
holds in pasts of modern India even now. 
The slave woman does not have to distin¬ 
guish between the private and the public for 
she has no respect to barter. Thus, the 
feminine space is hierarchically organised. 
Draupadi as the princess and as Sairandhri 
represents the commonalty of gendered op¬ 
pression as a woman. But her predicament 
should also generate more thoughts on the 
specificity of feminine experience within the 
homogeneity of expression. 

If one recalls the closing episode of the 
TV serial which is significant precisely due 
to its structural position at the finale; one 
would remember the warning by Bhisiuna, 
who is on the bed of arrows, that if a woman 
(stri) is wronged the race is destroyed. It 
would be interesting to ponder which woman 
he had in mind, Amba or Draupadi? Again 
the strategy of a male voice, a patriarchal 
voice uttering the warning and not a wrong¬ 
ed woman herself is suggestive of the gen¬ 
dered speech—where the ‘woman’ is the 
data, out of which man builds the ‘theory* 
or the ‘paradigm’. Now that Draupadi's voice 
is being excavated and given a concrete ex¬ 
pression it would be only an extension of the 
same political sensitivity to listen to the 
agony of the Sairandhris so that they can 
emerge from disguises to a more empowered 
status. 

Sen’s article threw up anxious questions 
regarding the serial’s topicality in the cur¬ 
rent context of formation of communalised 
notions of identity. But in the process I fear 
that there were certain glib generalisations 
in understanding the history, the ‘originality’ 
of Mahabharata and the feminist critical 
perspective in India. 

Notes 

1 Robert P Goldman [1977], Gods. Priests and 
Warriors. Colombia University Press, NY, 
p 140 

2 R S Sharma [1988], Material Culture and 
Social Formations, Macmillan India, Delhi 
p 152. 

3 D D Kosambi, On History and Society: Pro¬ 
blems of Interpretation, p 160. 

4 Vantage Dhruvarajan. Hindu Women and 
the Power of Ideology. 

5 A F Hiltebenel [1976], The Ritual of Battle, 
Cornel University Press, lthaca-London, 
p 89. 
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THE SANWA BANK LIMITED 

(Incorporated in Japan with Limited Liability) 

NEW DELHI BRANCH 




BALANCE SHEET AS AT 31 MARCH, 1992 


(Rupees in Thousands) 


Schedule 

As at 
31-03-1992 

As at 
31-03-1991 

CAPITAL AND LIABILITIES 



Capital 

1 

150,000 

150,000 

Reserves and Surplus 

2 

28,912 

2.509 

Deposits 

3 

558,989 

70,551 

Borrowings 

4 

213,300 

0 

Other Liabilities and 
Provisions 

5 

58,452 

10.916 

TOTAL 


1,009,653 

233,976 

ASSETS 




Cash and Balances with 
Reserve Bank of India 

6 

111,396 

2,861 

Balances with Banks and 
Money at Call and 
Short Notice 

7 

112,072 

77,608 

Investments 

8 

198,349 

0 

Advances 

9 

544,388 

126,072 

Fixed Assets 

10 

15,870 

14,839 

Other Assets 

11 

27.578 

12,596 

TOTAL 


1,009,653 

233,976 

Contingent Liabilities 

12 

1,028,986 

109,552 

Bills for Collection 


139,757 

43,482 


Notes to the Accounts 17 

Schedules referred to above form an integral part of the 
Balance Sheet. 

This is the Balance Sheet referred to in our Report of even date. 


For LOVELOCK A LEWES 
Chartered Accountants 
Sd/- 

P. N. Ghosh 
Partner 


PROFIT AND LOSS ACCOUNT FOR THE YEAR 
ENDED 31 MARCH, 1992 


(Rupees in Thousands) 


Schedule Year Period 

Ended Ended 

31-03-1992 3f-03-1991 


I. INCOME 
Interest Earned 
Other Income 

TOTAL 

II. EXPENDITURE 
Interest Expended 
Operating Expenses 
Provisions and 
Contingencies 

TOTAL 

III. PROFIT/LOSS 

Net Profit/(Loss) 
for the Year 


IV. APPROPRIATIONS 

Tansfer to Statutory Reserves 
Transfer to Other Reserves 
Transfer to Government/ 
Proposed Dividend 
Balance Carried Over 
to Balance Sheet 

TOTAL 


Notes to the Accounts 17 


Schedules referred to above form an integral part of the Profit 
and Loss Account. 

This is the Profit and Loss Account referred to in our Report 
of even date. 


For THE SANWA BANK LIMITED 
Sd/- 

Nobuharu Ihchibana 
General Manager 
New Delhi Branch 




NEW DELHI: July 27, 1992 
















































THE SANWA BANK LIMITED 

(Incorporated in Japan with Limited Liability) 

NEW DELHI BRANCH 


SCHEDULES TO BALANCE SHEET 


(Rupees in Thousands) 



As at As at 
31-03-1992 31-03-1991 


Schedule 1—Capital 

Capital 

1) Amount brought in by the 
New Delhi branch by way of 
itart-up capital as prescribed by 
the Reserve Bank of India 

2) Cash deposited with the 
Reserve Bank of India under 
Section ll(2Xa) of the 
Banking Regulation Act, 1949 

Schedule 2—Reserves and 

Surplus 

I. Statutory Reserves 
(Retained profits reserve U/S 
l!(2)(b)(ii) of the Banking 
Regulation Act, 1949) 
Opening balance 
Additions during the year 
Deductions during the year 

II. Capital Reserves 
Opening balance 
Additions during the year 
Deductions during the year 

III. Share Premium 
Opening balance 
Additions during the year 
Deductions during the year 

IV. Revenue and Other Reserves 
Opening balance 
Additions during the year 
Deductions during the year 

V. Balance in Profit and Loss 
Account 


Schedule 3—Deposits 

A. I. Demand Deposits 

1) From banks 
ii) From others 
II. Savings Bank Deposits 
III. Tfcrm Deposits 
i) From banks 
ii) From others 

TOTAL 

B. i) Deposits of branches in 

India 

ii) Deposits of branches 
outside India 

TOTAL 


130,000 130,000. 


1,500 1,500 






255,000 

213,222 


558.989 


558,989 

0 


558,989 





(Rupees in Thousands) 


As at As at 
31-03-1992 31-03-1991 


Schedule 4—Borrowings 

I. Borrowings in India 

i) Reserve Bank of India 

ii) Other banks 

iii) Other institutions and 
agencies 

II. Borrowings outside India 
TOTAL 


Schedule 7—Balances with 
Banks and Money at Call 
and Short Notice 
1. In India 

i) Balances with banks 

a) In current accounts 

b) In other deposit 
* accounts 

ii) Money at Call and Short 
Notice 

a) With banks 

b) With other institutions 

TOTAL 

II. Outside India 

i) In current accounts 

ii) In other deposit accounts 

iii) Money at Call and 
Short Notice 

TOTAL 

GRAND TOTAL 


213,300 

0 


213,300 



Secured borrowings in 1 and 

II above 

NU 

Nil 

Schedule 5—Other Liabilities 
and Provisions 
l: Bills payable 

22,960 

3,590 

11. Inter-office adjustments (net) 

0 

0 

111. Interest accrued 

18,971 

495 

IV. Others (including provisions) 

16,521 

6,831 

TOTAL 

58,452 

10,916 

Schedule 6—Cash and Balances 
with Reserve Bank of India 

I. Cash in hand 
(including foreign currency 
notes) 

4,137 

1,051 

II. Balances with Reserve 

Bank of India 
i) In current accounts 

107,259 

1,810 

ii) In other accounts 

0 

0 

TOTAL 

111.396 

2,861 


















































THE SANWA BANK LIMITED 

(Incorporated in Japan with Limited Liability) 

NEW DELHI BRANCH 


SCHEDULES TO BALANCE SHEET 


(Rupees in Thousands) I (Rupees in Thousands) 



As at 

As at 


As at 

As at 


31-03-1992 

3103-1991 


31-03-1992 

31-03-1991 

Schedule 8—Investment* 



Schedule 10—Fixed Assets 



I. Investments in India in 






i) Government securities 

ii) Other approved 
securities 

iii) Shares 

iv) Debentures and bonds 

198,349 

0 

0 

0 

0 

0 

0 

0 

(Comprises of improvements 
on leased premises) 

At cost as at 31 March 
of the preceding year 

5114 

0 

v) Subsidiaries and/or 



Additions during the year 

988 

5,114 

joint ventures 

0 

0 

Deductions during the year 

(687) 

0 

vi) Others 

0 

0 

Depreciation to date 

(818) 

(184) 

TOTAL 

198,349 

0 

II. Other Fixed Articles 
(including furniture and 



II. Investments outside India in 







i fixtures) 



i) Government securities 



At cost as at 31 March of the 



(including local 
authorities) 

ii) Subsidiaries and/or joint 

0 

0 

preceding year 

Additions during the year 

10,159 

2,209 

0 

10,159 

ventures abroad 

0 

0 

Deductions during the year 

(68) 

0 

iii) Others 

0 

0 

Depreciation to date 

(1.027) 

(250) 

| TOTAL 

0 

0 

TOTAL 

15,870 

14,839 

GRAND TOTAL 

198,349 

0 

Schedule 11—Other Assets 








Schedule 9—Advances 

A. i) Bills purchased and 



I. Interoffice adjustments (net) 

13,434 

8,597 

discounted 

100,402 

1,375 

II. Interest accrued 

8,281 

130 

ii) Cash credits, overdrafts 



III. Tkx paid in advance/tax 



and loans repayable on 



deducted at soujee 

0 

0 

demand 

439,409 

121,267 

IV. Stationery and stamps 

0 

0 

iii) Term loans 

4,577 

3,430 

V. Non-banking assets acquired 



TOTAL 

544,388 

126,072 

in satisfaction of claims 

0 

0 

B. i) Secured by tangible assets 

483,493 

70,513 

VI. Others 

5,863 

3,869 

ii) Covered by bank/ 


0 

TOTAL 

27,578 

12,596 

government guarantees 

0 




iii) Unsecured 

60,891 

55,559 

Schedule 12—Contingent 

Liabilities 



TOTAL 

544,388 

126,072 



I. Claims against the bank not 
acknowledged as debts 

C. I. Advances in India 



0 

0 

i) Priority Sectors 

29,280 

1,131 

II. Liabilities for partly paid 



ii) Public Sector 

0 

0 

investments 

0 

0 

iii) Banks 

iv) Others 

0 

515,108 

0 

124,941 

111. Liability on account of 

outstanding forward exchange 



TOTAL 

544,388 

126.072 

contracts 

172,733 

0 

II. Advances outside India 



IV. Guarantees given on 



i) Due from banks 

0 

0 

behalf of constituents 

136,278 

10,982 

ii) Due from others 



a) In India 

a) Bills purchased and 



b) Outside India 

0 

0 

discounted 

0 

0 

V. Acceptances, endorsements 

719^5 


b) Syndicated loans 

0 

0 

and other obligations 

98,570 

c) Others 

0 

0 1 

VI. Other items for which the 


TOTAL 

0 

0 | 

bank is contingently liable 

0 

0 

GRAND TOTAL 

544,388 

126,072 j 

TOTAL 

1,028,986 

109452 



| 





Bcoooinic and Itotitical Vlfackly September 12. 1993! 
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THE SANWA BANK LIMITED 

(Incorporated in Japan with Limited Liability) 

NEW DELHI BRANCH 



SCHEDULES TO PROFIT AND LOSS ACCOUNT 


(Rupees in Thousands) 


Year Ended teiod Ended 
31-03-1992 31-03-1991 


Schedule 13—Interest Earned 

1. Interest/discount on 
advances/billa 

IL Income on investments 

III. Interest on balances with 
Reserve Bank of India and 
other inter-bank funds 

IV. Others 

TOTAL 

Sched u le 14—Other Income 

I. Commission, exchange and 
brokerage 

II. Profit on sale of investments 
Less: Loss on sale of 
investments 

III. Profit on revaluation of 
investments 

Less: Loss on revaluation of 
investments 

IV. Profit on sale of land, 
buildings and other assets 
Less: Loss on sale of land, 

buildings and other 

assets 

V. Profit on exchange 
transactions 

Less: Loss on exchange 
transactions 

VI. Income earned by way 
of dividends etc. from 
subsidiaries/companies 
and/or joint ventures 
abroad/in India 

VII. Miscellaneous income 

TOTAL 

Schedule 15—Interest 

Expended 

I. Interest on deposits 

II. Interest on Reserve Bank of 
India/inter-bank borrowings 

III. Of hen 

TOTAL 




27,109 

(2,096) 




Schedule 16—Operating 
Expenses 


1. Payments to and provisions 
for employees 


11. Rent, taxes and 
lighting 


111. Printing and 
stationery 


IV. Advertisement and 
publicity 


V. Depreciation on bank’s 
property 


VI. Directors' fees, allowances 
and expenses 


VII. Auditors’ fees, 
and expenses 

(including branch auditors) 


VIII. Law charges 


IX. Postages, telegrams, 
telephones, etc. 


X. Repairs and maintenance 

XI. Insurance 

XII. Other expenditure 
TOTAL 


(Rupees in Thousands) 


Year Ended 
31-03-1992 



1,411 

434 

0 

0 

67 

40 

30 

0 

1,539 

248 

2,530 

87 

78 

0 

4,195 

1,750 

20,142 

5,569 
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THE SANWA BANK LIMITED 

(Incorporated in Japan with Limited Liability) 

NEW DELHI BRANCH 


Schedule 17—Notes to the Accounts. 

1. Accounting talkies 

a) General 

The accompanying financial statements hate been prepared on the historical cost basis and unleu otherwise stated conform to the statutory 
provisions and practices prevailing in the country. 

b) Foreign Currencies 

Assets and Liabilities in foreign currencies are translated into Indian Rupees at the rates current at the balance sheet date but for deposits 
from Non-Residents in Foreign Currency Non-Resident Accounts which are translated at the rates specified by the Reserve of India. 
Resultant gains or losses are taken to the Profit and Loss Account. 

Hunsadions during the year ate translated into Indian Rupees at the rate current at the date of transactions. 

Gain/Loss on forward contracts are accounted for in the Profit and Loss Account on the date of settlement. 

c) Investments 

Investments in government securities are valued at the lower of cost or face value. 

d) Fixed Assets 

Fixed assets are stated at cost less depreciation. Depreciation is on a straight line method at the rates specified in Schedule XIV of the Com¬ 
panies Act. 1956, except for improvements on leased premises which are depreciated over the period of lease. 

e) Staff Benefits, 

The Bank has taken a Group Gratuity Policy with the Life Insurance Corporation of India (L1Q under the Group Gratuity (Cash Accumulation) 
Scheme for the non-expatriate stafT which coven the full contractual liability towards gratuity in the event of death/retirement, out of the 
balance remaining with LIC in the running account and under the term assurance However in the case of employees leaving before retire¬ 
ment LIC would only repay the premium paid in respect of those employees. In the aforesaid cases the shortfall will be borne by the Bank. 
Excess payment over recovenes from LIC in such cases will be treated on cash basis in the accounts. 

f) The net profit disclosed u the Profit and Loss Account is after provision for taxes on income in accordance with statutory requirements 
and other usual and necessary provisions. 

g) Since there are no doubtful advances during the year, the accounting policy on the same has not been commented on. 

2. The current account with the State Bank of India is pending reconciliation. 

3. The work permit of Mr T Ouchi (Manager) was pending approval from the Reserve Bank of India. The Profit and Loss Account includes 
remuneration paid to him Rs.73.675/- (includes perquisites per tax rules) (Previous Period Rs. 52,142/-). 

4. Revenue and other Reserves include Rs. 5,72,460/- received by way of refund of deposits made by Representative Office of the Sanwa Bank 
Limited in terms of letter from Reserve Bank of India, DBOD IBS 298/C 553 A-91 dated September 18, 1991 (BHADRA, 27. J9134S)]. 

5. Remuneration paid to the Principal Officer-General Manager, New Delhi Branch. " 

Present Former 

March 1, 1992 to April I, 1991 to December 12, 1990 to 

March 31, 1992 February 29, 1992 March 31. 1991 


Salary 

Allowances 

Monetary value of any other benefits/perquisites per tax rules 
(excluding leave passage) 


Rs 

Rs 

Rs 

23,800 

261.800 

66.342 

9,947 

109,420 

33,321 

33,747 

~JTL220 

99,663 


6. Previous period s figures which are for a period starting from December 12, 1990 have been regrouped/rearranged wherever necessary and 
are not comparable with the current year’s figures. 

7. Figures in Rupees have been rounded off to the nearest thousand. 


Auditors' Report under Section 30 of the Banking Regulation Act, 1949 

1. We have audited the attached Balance Sheet of the New Delhi Branch of The Sanwa Bank Limited (incorporated in Japan with Limited Liability) 

as at Match 31, 1992 and also the Profit and Loss Account of the New Delhi Branch of the Bank for the year ended on that date annexed thereto. 

2. The Balance Sheet and Profit and Loss Account have been drawn up in accordance with the provisions of Section 29, of the Banking Regula¬ 
tion Act, 1949 read with Section 211 of the Companies Act, 1956. 

3. The current account with the State Bank of India is pending reconciliation. 

4. We report that subject to para 3 above: 

(a) We have obtained ail the information and explanations which to the best of our knowledge and belief were necessary, for the purposes 
of our audit and have found them to be satisfactory. 

(b) The transactions of the Bank which came to our notice have been within the powers of the Bank. 

(c) In our opinion, proper books of account as required by the law have been kept by the Bank so far as appears from our examination of 
those books. 

(d) The Balance Sheet and Profit and Loss Account of the New Delhi Branch of the Bank dealt with by this report are in agreement with 
the books of account. 

(c) in our opinion aad to the best of our information and according to the explanations given to us, the said accoums read with notea thereon, 
give the information required by the Companies Act. 1956, in the manner so required for Banking Companies and on such basis the said 
Balance Sheet gives a true and fair view of the suit of affairs of the New Delhi Branch of the Bank as at March 31, 1992 and the Profit 
and Loss Account gives a true and fair view of the Profit of the New Delhi Branch for the year ended on that date. 

tar LOVELOCK A LEWES 
Chartered Accountants 
Sd/- 

P. N. GHOSH 

NEW DELHI: July 27, 1992. Partner 
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Going Global 
with Granites! 

Public Issue ot ?9,/G OOO equity Shares ot Rs 10/- each tor cash al 
par aggregating Rs 2.97 00.000/ 

ISSUE HIGHLIGHTS 

S Integrated 100°i, toil 1<>r »*i mut n lure uf Gianitp Panels and Titos ■ btate ot (in* 
art machinery tioni 1 1 * M 1 1 oruji'ioiti Fi uqo(> Italy ■ l ow r lestntion Comrnerci.il 
Produ' tior- r*t Poll* tied Qf.itti'o panels and 'lies to Mart m Doct ruber 199P ■ Equity 
participation front APlP<' jm' i if Mutual hind ■ Piofils totally exempt from Income 
T j* «|<- hruj at Hyd» iabad and Bombay *^tOi k F »< hangns 

RISK FACTORS 

■ ( hange m Government pula <c s in rospect ot min and leasing ot quarnes may 
afloat the raw rna'eriaf supplies md profitability However with the emphasis by the 
Government 0* India on expons f-e Company does not foresee any adversp changes 
• Any change m Government |x>ti( > -s lor tmpon of consumables and spares may affect 
the working ot the Company The Company being a lOO'/o F *port Oriented Unit the 
management does not perrp.ve any abrupt change »n import policy ■ Increased 
production by existing or new units may result m competition in the international market 
“The Company has already tied up marketing arrangement with a Company in the 
IJ S A for a period of five yeai c and hence the management does not perceive any risk 
despite entry of new units m the international market ■ In the event of ary adverse 
exchange fluctuation the project (.ost in iy increase However as the cost of the 
imported plant and machinery was In mud up and the loan agreement was concluded 
re t es« .-nation is not envisaged ■ The Company .s promoted by first genoralion 
entrepreneurs ■ the Comp n>y ha* an c xpod obligation for a period of 10 years where 
as the MuU signed with M,s Slone Age of flu* USA for marketing Company s products 
in U S A is valid fur live years or.’y The MolJ howover contains provision for roview of 
the arrangement after the period nl expiry and as such me Company doos not envisage 
any difficulty lor renewal e* fne agreement for a further period ot five years 
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MAKE AN INTELLIGENT MOVE 




LAST CHANCE TO EXEMPT 
YOUR CAPITAL GAINS ARISING 
UPTO MARCH 31, 1992 FROM TAX 
INVEST IN 

n 

CAPITAL BONDS 


LAST DATE FOR INVESTMENT UNDER THE SCHEME: SEPTEMBER 30, 1992. 


Long term capital gains from the sale of land, buildings, jewellery, shares etc. attract Income Tax. But 
there is a way out. Invest in 1DBI CAPITAL BONDS, keep your capital intact and earn interest too. 




• Bonds available at par till September • Income tax benefit under Section SOL 


30, 1992. 


• Interest at 9 % p.a. payable half yearly. 


• Exemption from tax on Capital Gains • Investments by Non-Resident Indians 
under Section S iK of the Income Tax also accepted. 


Act 1961 for the Assessment Year 
1992-93 


• At the investor’s option, interest for 
the full period of 3 years can be paid 


in advance on discounted basis. 

• No deduction of tax at source. 

• Outstation cheques accepted and 
cost of collection borne by IDBI. 


ALSO CONTRIBUTE TO THE INDUSTRIAL DEVELOPMENT OF THE COUNTRY. 




For further details contact the nearest IDBI office or write to Manager 

INDUSTRIAL DEVELOPMENT BANK OF INDIA 

IDBI Tower, CufFe Parade, Bombay 400-005 Tel: 218 9111/21 
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$ CONTRIBUTION OF OTHER 
SERVICES' SECTOR TO GDP 

THE STATE, TEMPLES AND 
SAI BABA 

OMINOUS PORTENTS FROM 
JAMMU 


ECONOMIC POLICY: BACK TO 
REFORMS 


OVERPOPULATION: THE GREAT 
RED HERRING 


INDIAN TEXTILE INDUSTRY IN 
17TH AND 18TH CENTURIES 
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CEMENT SHARE AT PAR 


At Shubham 

our ideas are 
action oriented 



Issue Highlights 

■ Orissa’s first VSK mini-cemer,! plant 
to enter the Capital market 

■ Project appraised and funded by 
IPICOL, the first of its kind 
refinanced by IDB1 in Orissa 

■ Board of Directors consisting of 
well- known cement technocrat, 
professionals and businessmen 

■ Plant located in Pastern India—a 
Cement deficient region with the 
highest growth rate of 18% in demand, 
leading to better price realisation 

■ Low transport cost—all major raw 
materials including limestone, breeze 
coke and granulated slag available 
within 30 Kins 

■ Cost efficient, power saving and widely 
accepted technology 

■ 80L, &0M, wealth tax benefits, 
backward area concessions including 5 
years sales tax exemption and reduced 
excise duty 

■ Easy liquidity—listing at Ahmedabad, 
Bombay, Bhubaneswar, Calcutta and 
Delhi Stock Exchanges 


VISION • DECISION • ACTION 


Public Issue of 20,58,000 

equity shares of Rs. 10/- 
each for cash at par 
aggregating Rs. 205.80 
lakhs 

Risk Factors as perceived by 
the Management 

■ Government policies, seasonal 
variation in demand/supply and 
business cycles to affect the industry 

■ Despite overall shortfall and massive 
projected demand competition is not 
ruled out 

■ Assurance letter of Orissa State 
Electricity Board received, sanction of 
power awaited 

-1 Mil MANACf RS TO THE ISSUE- 


SBI CAPITAL MARKETS LTD. 

44. SHAKESPEARE SARANI 
CALUTTA 700 017 



CRB CAPITAL MARKETS LTD. 

SB. LAI.BAZAH street 
CALUTTA 700 001 


If the Company does not receive the minimum subscription of 90% of the issued amount, the entire subscription will be 
refunded to the applicants within 90 days from the date of closure of the issue If tnere is a delay in the refund of such 
amount for more than 8 days, the Company will pay interest at the rate of 15% per annum for the delayed period 



SHUBHAM INDUSTRIES LIMITED 
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(^WiJjTthe ‘Enterprise Survey on Service Sectors’ conducted by the 
kw>CSJ 9 is a step in the right direction for strengthening the data base 
jjf^vfbr estimating the contribution of the ‘other services’ sector to gross 
. ? v ’d^3hestic product, the survey’s estimates of the gross value added 
ryper worker appear to be extremely low. An examination of the 
survey’s figures of gross earnings and gross value added per worker 
in different categories of ‘other services’ and a comparison with 
the results of a pilot survey of medical practitioners in Delhi 
which gives some insight into their actual earnings. 2047 

Static Forms and Dynamic Responses v 

Traditional pre industrial organisation and production methods^in 
India combined a high level of sophistication in some technologies 
and flexible market responses allied to relatively static 
organisational forms and structural characteristics. A study of the 
textile industry in the seventeenth and eighteenth centuries brings 
out these contrasts between static forms and dynamic responses 
and between continuity and change in a traditional, pre-industrial 
sector in a changing commercial, political and technological 
environment. 20S7 


Command Performance 

After months of nervousness and 
inaction following the stock 
market and financial sector scam, 
the government linally made 
major economic policy 
announcements soon after the end 
of the monsoon session of 
parliament and jusi before the 
finance minister pioectded abroad 
for the annual meeting of the 
IMF and the Woild Bank 2015 


Left in Bihar 

The left movement in Bihar has 
entered a new phase with the 
major left parties joining hands to 
launch land struggles throughout 
the state. 2025 


Wrong Sums 

If there is one intellectual lesson 
to be learnt from the ecological 
crisis it is that reductionist 
thought is the surest way to 
misunderstand it An example is 
the attempt to reduce the 
environmental crisis to a simple 
matter of dividing the volume 
of resources by the number 
of people on the globe. 2032 


No Quarters 

With the coming to power of the 
BJP in UP, even the most 
innocuous attempts by the poor to 
press for the implementation of 
official relief programmes are 
being put down ruthlessly. 2023 


Warning Bells 

A serious weakness of the 
government’s Kashmir policy has 
been its neglect of the impact on 
the valley of developments in 
Jammu And right now Jammu’s 
security, identity and peace are 
being threatened by the closely 
related and mutually reinforcing 
phenomena of militancy, 
communalism and 
criminalisation. 2020 


'I'he Stale and the Baba 

The BJP argument that religious 
faith must be put above the 
Constitution, law, courts and 
parliament is being aided and 
abetted by the actions of the 
president and the prime minister 
which are sought to be justified 
in terms of personal beliefs. 2021 


Deep Trouble 

The dollar’s debacle is not a 
purely monetary phenomenon, but 
must be seen in the context of the 
global deflationary economic crisis 
and, more specifically, the 
stagnation enveloping virtually 
every facet of the American 
economy. 2027 


Man of the People 

President Premadasa of Sri Lanka 
has assumed the role of a man of 
the people and a patriot and has 
crafted his political style to fit the 
predominantly Buddhist sentiment 
of the Sinhala masses. 2028 








LETTERS TO EDITOR 


Mistaken and Malicious 

R K RAMASWAMY'S letter [September 
5] contains imputations that arc both 
mistaken and malicious The entire con¬ 
text, contents, and tenor of my review of 
Galanter’s book [August 1-8] should have 
made it dear that its last sentence was 
directed at the ‘intellectuals’ who had par 
ticipatcd in the media debate on the 
Mandal report during 1990 It is farihest 
from my intention to imply that the back¬ 
ward classes in farml Nadu (oi elsewhere 
in India) had not produced intellectuals 
or were not capable of it lb suggest that 
a mere EPW reviewei can “deny the 
stature of organic intellectuals" to men 
like EVR et al is to derogate their digni 
ty, apart from being unjust to me which 
is a smaller mailer 

There arc also a number of ether errots 
in the letter During the ann-Mandal 
agitation, meetings in Madias were not 
‘exclusively' addressed by a “band ot 
Tamil brahmin intellectuals"; nor was the 
audience ‘passive’; and no one can tell the 
communities to which they belonged 

The malicious part of the letter consists 
in the charge that the motivation tor Tamil 
brahmin intellectuals “passionately tak¬ 
ing up the cause of the backward classes” 
was to “deny the non-brahmins their 
political agency’’. This is as far-fetched 
and fallacious as Jinnah’s argument that 
Hindu congressmen were espousing 
Hindu-Muslun brotherhood only in order 
to deny the Muslim league's exclusive 
right to speak for their community. Any¬ 
one who holds such views is bigoted I or- 
tunately, all my friends in the ‘political 
agency’ of non-brahmins—which includes 
the only living member of R K Rama 
swamy’s list of their ‘organic intellectuals', 
viz, M Karunanidhi—have been much 
more broadminded 

S (it MSN 

Madras. 

Communications 

Workshop 

HAVING been involved in training, at 
Abhivyakti we feel it is time to look at the 
entire training process in its total perspec¬ 
tive. Looking back on our experience, we 
realised that one of the crucial factors in 
any successful training programme is the 
ability of the trainer to communicate. 
Speaking skills are important but they 
need to be complemented by a host of 
other communication skills. Moreover, 


when we all talk of participative traiping 
it is the attitude and listening skills of the 
trainer that really matter. We feel the need 
to update our training skills and the best 
way to do this is to learn along with those 
who have the experience in this field. For 
this purpose we are holding a workshop 
fiom November 14-18, 1992. For more in- 
lorination please contact us at the address 
below 

AnmvsAKrt Group 
41, Anandvan, Yeolekar Mala, 

C ollcgc Road’, Nashik 422 005. 

Non-Parliamentary 
Left Unity 

CHANCES for the emergence of a strong 
non-parliamentary left political force ap¬ 
pear to have brightened with the unifica¬ 
tion ol seven Naxalite organisations at the 
end of July. The organisations which have 
united aic the Communist Party of India 
(Marxist-lcninist) (Resistance), the Unity 
Centre for Communist Revolutionaries of 
India (UCCRI-M1.), the CPI -ML lead by 
Pyla Vasudeva Rao, the CPi-Ml. (Agami 
Yug), the CPI-ML lead by Kokhan 
Majumdar, the Co-ordination Committee 
of Communist Revolutionaries lead by 
Parimal Das Gupta and the Communist 
Revolutionary Group for Unity lead by 
Jitcn Das Gupta. The new party calls itself 
the CPI-ML (Janasakthi). K Rama- 
chandran, general secretary of the former 
Resistance group, has been elected geneial 


secretary of the new party and the cen¬ 
tral organ of the party will be Janasakthi 
The party has been formed on the basis 
of the agreement that the stage of the 
Indian revolution is the new democratic 
phase and this will have the anti-feudal 
agrarian revolution as its axis. The party 
has identified imperialism, feudalism and 
comprador-bureaucratic capital as its 
principal enemies. It has characterised its 
strategy as protracted people’s warfare 
based on the unity of the workers and the 
peasantry under the leadership of the 
working class. With the unification, the 
new party has emerged as the biggest 
Naxalite organisation in Andhra Pradesh, 
the two other principal organisations 
being the outlawed People's War Group 
and the CPI-ML (Prajapandha). 

K Nakindka Mohan 

Hyderabad. 

Drug; Prices 

WISHVAS RANE has made two mis¬ 
statements [August 1-8) regarding our pro¬ 
duct Triominic Firstly, in July 1990 it con¬ 
sisted of only two antihistamines and not 
three. It now contains only one anti¬ 
histamine Secondly, its price is only 
Rs 11.03 and not Rs 27.32 as mentioned 
in his article. Since his focus is on prices 
and percentage rise this data is misleading. 

Wanihr LlMITtD 

Bombay 


Revised Subscription Rates 

Due to allround increase in cosis, wc are compelled to increase the per copy price 
of fc'W from Rs 10 io Rs 12 with effect from October I, 1992. The revised inland 
subscription rales will be as follows 

Inland 

(including Nepal and Bhutan) 

Six months One year Two years 
Institutions — 475 900 

Individuals 200 375 700 

t.onrt-xHinnal Rate* 

Teachers/Researchers — 

Siudenls — 

Concessional rates are available only in India 
from relevant institution is essential. 

Remittance by money order/bank draft/postal order requested. Please add Rs 14 to 
outstation cheques towards bank collection charges. 

All remittances to Kmnomir and Political Weekly 


250 - - 

195 - - 

. To avail of concessional rates, certificate 


(in rupees) 
Three years 
1325 
1025 
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Behind Currency Turmoil 


W HAT does one make of the tremors in the European 
exchange markets? The Italian lira has been formally 
devalued by 7 per cent. Britain chose not to formally 
devalue the sterling. Instead, it opted to temporarily ‘sus¬ 
pend’ its membership of the European Exchange Rate 
Mechanism (ERM), the arrangement under which 
member countries are obliged to maintain their exchange 
rates with each ofher within a prescribed band. 

Bojth the lira and the sterling were under extreme 
pressure. While Italy chose the path of exchange rate 
realignment, Britain would rather forgo its membership 
of the ERM'than devalue the sterling. Britain did try in¬ 
stead to raise the base interest rate from 10 per cent to 
12 per cent first and then to 15 per cent, but finding that 
the step did not make much of an impact on the foreign 
exchange markets, was left with very limited options. Its 
decision to suspend its membership of the ERM has been 
announced along with that to revert to the base rate of 
10 per cent. Practically, it has meant suspending the 
obligation which the ERM imposes on member-countries 
of staying within the prescribed band and allowing sterling 
to float and letting the market determine the exchange 
rate for sterling, at least temporarily. So sterling in effect 
stands devalued already, but one has to wait a while to 
see where the rate stabilises, given the market evaluation. 
Meanwhile, pressure has been building up on some other 
member-countries. Spain has given in already, following 
Italy. France, along with other member-countries, is also 
reportedly under pressure. In the case of France this is 
partly because of the uncertainty over the outcome of the 
vote in the referendum on the Maastricht Tfeaty and the 
fear of the repercussions of a possible rejection of the trea¬ 
ty on the French economy. So a ‘yes’ vote in the French 
referendum may well somewhat calm down the tumult in 
Europe's exchange markets. Also, the proposed emergen¬ 
cy European summit meeting for which a call has come 
from France, Italy and Germany may also exercise some 
soothing effect. 

However, the basic question would remain, namely, of 
putting into one supra-national European mosaic widely 
disparate economic and financial national policies and 
still hoping to maintain fixed-exchange rates. On the one 
hand, you Have countries like Italy running what would 
be considered by any measure rather large fiscal deficits, 
in the sense of government borrowing as a proportion of 
gross domestic output. Italy’s annual fiscal deficits have 


been in the vicinity of 11 per cent. On the other hand, 
you have countries like Britain experiencing the worst of 
declines in domestic output in recent years with high levels 
of unemployment. The latest IMF forecast, which may 
now have to be reworked, is that the British unemploy¬ 
ment rate may exceed 10 per cent in 1993. In the circum¬ 
stances, for countries like Italy and Britain to have to 
match German interest rates in order to prevent the 
outflow of funds to Germany is bound to create problems. 
And still, if their exchange rates have to be maintained, 
countries with currencies under pressure have no option 
left, particularly if they have already dipped deep into their 
reserves. Britain is believed to have used up as much as 
$ 10 billion, almost a quarter of its total reserves, over 
the past few days in order to sustain the sterling. The 
Italian lira was also sought to be supported by the 
Bundesbank through its operations in the exchange 
markets. 

So the basic issue of trying to maintain currency 
alignments without at the same time moving towards 
greater alignment of economic policies among member- 
countries will have to be faced by the European summit, 
as and when it chooses to meet. But it appears doubtful 
that immediate solutions will be possible to work out, 
solutions which are politically and otherwise feasible, par¬ 
ticularly in the midst of all the dust which the Maastricht 
Treaty is raising. This doubt will remain even if the treaty 
succeeds in crossing the hurdle of the referendum in 
France. Whether the realisation that the basic issues which 
the current turmoil in the world currency markets raises 
have to be attended to urgently will delay action on the 
Maastricht Treaty or actually hasten such action it is dif¬ 
ficult to say. But that these issues cannot be swept under 
the carpet has been clearly enough indicated. 

For the rest of the world the present developments in 
the currency markets are of special interest because on 
the resolution of the issues these developments have raised 
will depend whether or not the ongoing recession that has 
gripped the developed countries as a whole has any near 
prospect of being reversed. Practically all calculations, 
particularly those which predicate economic growth in the 
developing countries on export expansion, are premised 
on reasonable growth in import demand in the developed 
countries. Unfortunately, given the prevailing climate of 
dominant opinion in the developed countries, the immediate 
prospect does not appear to be one that inspires hope: 


JHARKHAND 

Strange Fall-Out 

JHARKHAND was briefly elevated to the 
national agenda, thanks to S B Chavan's 
misdirected exertions. It is a reflection of 
the pathos of the movement that the 
closest Jharkhand has come to statehood 
so far is a home minister's bungled effort 
to discomfit the state government. But 
while the motives that prompted the 
statement may have nothing to do with 
Jharkhand, the reaction to it has implica¬ 
tions for the movement—the subjective 
quality of its own leadership and the 
strategic options available to it in the light 
of the material interests, the organisation 
and the institutional resources of the 
forces ranged against it 

The recent controversy only reaffirms 
what was always dear- that Jharkhand 
as an issue rises to prominence merely as 
a means to shape state party political 
equations. The home minister’s suggestion 
that the only way out was to grant union 
territory or separate state status was just 
one more attempt at dislodging the I-aloo 
Yadav ministry Recent attempts at entic¬ 
ing the JMM to withdraw support for the 
state government in order to reduce it to 
minority status resulted in a split in the 
movement's most influential political 
organisation with a part ot it continuing 
to support the slate government. I lie- 
home minister was merely stepping up 
the pressure with his cu-tomary lack ol 
finesse. 

The two inevitable and stereotypical 
responses to Chavan’s statement suggest 
very clearly that little has changed in the 
Jharkhand movement's fractious history 
and in the opportunism that has charac¬ 
terised its leadership through the ycais, 
besides highlighting precisely how difficult 
realisation of statehood will be in the face 
of stubborn opposition. As an immediate- 
response all the major political parties 
were united in their criticism of the home 
minister's suggestion so that far from 
weakening the state government quite the 
reverse happened. The Biliar Pradesh 
"Congress Committee chief not only had 
to undergo the mortification of backing 
the stance of his principal political oppo 
nent but also had to busy himself in defus¬ 
ing a crisis of sorts that erupted follow¬ 
ing the threat by Congressmen from the 
south Bihar plateau to resign en masse if 
the Jharkhand demand was not conceded. 
TVo senior Congress leaders have already 
resigned from the party's slate executive 
in protest against Jagannath Mishra's anti- 
Jharkhand stand, while in Mishra’s fac¬ 
tional quarrel with Sitaram Kesri the ad¬ 
vantage for the present rests with the lat¬ 
ter. Consequently even though two senior 


Janata Dal ministers are contemplating a 
switch-over to the Jharkhand bandwagon, 
some net gain has accrued to Laloo 
Prasad Yadav on account of the regional 
polarisation. Political parties based main¬ 
ly in the Bihar plains have been forced into 
a united stand against their own parly 
members from the southern part of the 
state. 

But the refashioning of the political 
equations in favour of the Janata Dal is 
the more amusing and unintended out¬ 
come of Chavan's quixotic behaviour. The 
more tragic and perhaps intended conse¬ 
quence is the response of the Jharkhand 
groups. In the ranks there are naive illu¬ 
sions of impending statehood and a new¬ 
found and entirely misplaced faith in the 
home minister with some going to the ex¬ 
tent of suggesting that Chavan be invited 
to contest the next parliamentary elections 
from the region. Tilts groundswell ac¬ 
counts lor the success, despite the indif¬ 
ference of the JMM, of the bandh and 
blockade call by the Jharkhand Peoples 
Party and the All Jharkhand Students 
Union backed by the three left patties the 
CPI, whose strength is largely in south 
Bihar, I he IPh and the MCC, None ol 
these can match the JMM in popular sup¬ 
port and the enthusiastic response their 
programme has evoked despite the JMM's 
abstention is an indication of the passions 
that the home minister’s statement has 
unleashed The hasty retreat by (’hasan 
and the united response of the plains’ par¬ 
ties arc themselves a response to the 
popular reaction in south Bihar But in 
contrast to the unity of the plains is 
the pathetic lack of unity among the 
Jharkhand groups. And this is exactly 
why they have been unable to exploit the 
situation to their advantage. Obviously 
Jharkhand state is nowhere in sight and 
even should it come about it is more like¬ 
ly to be lor all the wrong reasons 

iORNliN PORI FOLIO 
INVLSTMENT 

Hasty Step? 

NOW foreign institutional investors can 
operate freely in the country's primary 
and secondary markets. All that they have 
to do to become eligible is to obtain 
registration with SEBI. Thereafter they 
can buy and sell in the stock exchanges. 
They will bring in and repatriate funds at 
market rates of exchanges. 

Concessional tax treatment has been of¬ 
fered to these investors on both dividends 
and capital gains. While a resident reci¬ 
pient of dividends has to pay the full tax 
as applicable to any other income, a 
foreign institutional investor will get away 


with a fle rate tax of only 20 jier cent 
On capital gains, while a resident tax¬ 
payer is liable, under the new dispensation 
of the 1992-93 budget, to be taxed in the 
same way as on other current income ex¬ 
cept for the indexation allowed, a foreign 
institutional investor will be liable to a flat 
rate tax of only 10 per cent, so long as the 
investment has been held for one year or 
more. Presumably, on shorter-term capital 
gains the tax will be payable at 20 per cent. 
No lock-in period has been laid down, in 
the expectation possibly that the differen¬ 
tial in tax rates for long artd short run 
capital gains will be effective enough to 
induce longer-term investment. 

The restrictions the new guidelines 
issued on the subject impose on these in¬ 
vestments concern the share of such hold¬ 
ings in the equity of a company. While the 
total holdings of foreign institutional in¬ 
vestors taken together in a company is 
subject to a ceiling of 24 per cent, no 
single foreign institution can invest in 
more than 5 per cent of the equity of a 
company. These ceilings do not however 
covei foreign investments under financial 
collaborations which are permitted up to 
?l per cc v. > ’ priority areas or investments 
through oil-shore funds, global depo¬ 
sitory receipts and Euroconvertibles. In 
other words, there will be companies 
whose foreign equity holding may far ex¬ 
ceed the currently permitted 51 per cent. 

Obviously, the arrangements and con¬ 
cessions announced for the foreign institu¬ 
tional investors are aimed at attracting 
funds from abroad in addition to whatever 
is expected to flow in response to the 
various liberalisation measures already an¬ 
nounced, including those specifically ad¬ 
dressed to non-resident Indians (NRIs). 
Whether or not the resultant inflow of 
funds is in line with the expectations 
which underlie the announced arrange¬ 
ments is a different matter. The other 
aspect of the new arrangements relates to 
the increased vulnerability of the economy 
to the ups and downs in the resultant in¬ 
flow of foreign funds. In the very nature 
of the announced arrangements, foreign 
funds could flow in and out of the coun¬ 
try at short notice. 

Another aspect of the announced ar¬ 
rangements relates to their timing. With 
the stock markets still in the grip of the 
scam whose proportions and dimensions 
are still unfolding andthc authorities still 
struggling to put in place the new mecha¬ 
nisms to regulate and monitor the opera¬ 
tions of the stock markets, is it not too 
early to allow foreign institutions to start 
operating here? What if the inscrupulous 
among them take advantage of the cur¬ 
rent fluidity of the arrangements and 
come in just for short-term gains? Will it 



.-v 


not put tinder strain our foreign exchange 
position? After all, the present so-called 
comfortable reserves position has been 
built on borrowed funds and even that 
may not be possible to sustain for very 
long if the trade deficit in the first four 
months of the current financial year is 
anything to go by. Whether or not the an¬ 
nounced arrangements for the entry of 
foreign institutional investors into the 
Indian stock market introduce conver¬ 
tibility by the back-door is the least im¬ 
portant of the issues these arrangements 
raise. The danger they pose is to the very 
base on which the current partial conver¬ 
tibility rests. 

FOREIGN BANKS 

lit the Limelight 

THE proceedings before the Joint 
Parliamentary Committee (JPC) on the 
banking-cum-securities scam have drawn 
pointed attention to the working of 
foreign banks. The chairman of the JPC, 
in one of his regular press briefings, has 
expressed the opinion that the role of the 
foreign banks needed closer examination 
because "they are a sort of leaders” in the 
irregularities that have come to light in 
securities transactions. The doings of 
these banks have also come in for a good 
deal of attention in the reports of the 
Janakiraman Committee, particularly the 
third report. The foreign banks are also 
known to be particularly unhappy with 
the Reserve Bank for having, altogether 
belatedly, banned so-called ‘ready-forward' 
deals in government securities (other than 
treasury bills) and ‘double ready-forward’ 
deals in all securities including treasury 
bills and for attempting to introduce a 
measure of discipline on the shenanigans 
that have been going on in the name of 
bill finance. 

The government’s approach to the 
licensing of foreign banks has been gene¬ 
rally liberal as compared with that of even 
such countries as South Korea, Indonesia, 
Thailand and Malaysia. These liberal 
policies, based on so-called principles of 
non-discriminatory reciprocal treatment 
and mutual benefit, began in the middle 
of the 1980s and now there are 24 foreign 
banks with some 136 branches in the 
country. While foreign banks are barred 
from setting up separate subsidiaries for 
undertaking financial activities such as 
merchant banking, investment banking, 
loosing; hire-purchase operating mutual 
funds and venture capital funds, etc, they 
do undertake these para-banking ac¬ 
tivities, except leasing and hire-purchase 
finance depart men tally. TWo of the 
foreign banks have also been permitted to 


float, non-bank subsidiaries for undertak¬ 
ing software business. 

There has been rapid expansion of the 
operations of foreign banks in the last few 
years. According to the Indian Banks’ 
Association, foreign banks as a group now 
process about 8 per cent of the aggregate 
deposits of all scheduled commercial 
banks and 6.5 per cent of the total credit 
as against less than 4 per cent in each case 
in 1989. True, foreign banks have mobilis¬ 
ed sizeable funds through foreign currency 
deposits which are estimated to account 
for more than hall their total deposits. In 
their loans, they make use of bills redis¬ 
counting to the hilt and bills portfolios 
constitute the bulk of their lending. As 
much as 40 per cent of the profits of the 
entire banking industry are estimated to 
accrue to the foreign banks, the bulk of 
it from non-fund business consisting of 
acceptances, endorsements, guara- .-.:es 
and letters of credit. Non-fund business 
ranges from 50 per cent to even 150 per 
cent of individual loreign banks’ working 
funds, whereas lor the Indian banking 
sysiem as a whole ihe proportion would 
not exceed 15 per cent. 

Contrary to the popular impression, 
foreign banks have not been particularly 
keen to finance exports. The share of ex¬ 
port credit in their total credit portfolios 
is not more than 10 or II per cent. The 
figure for the American banks, known for 
their aggressive style of operation, is even 
lower, between just 4 per cent and 6.5 per 
cent. On the other hand, the foreign banks 
have failed to meet even the preferentially 
low 15 per cent target of priority sector 
credit fixed for them, their overall achieve¬ 
ment in this regard being less than 9 per 
cent. 

Well before the revelations of the 


Janakiraman Committee, it was known 
that the foreign banks had been (i) exten¬ 
ding credit outside consortium limits in 
violation of RBI guidelines; (ii) entering 
into buy-back transactions with non-bank 
clients in UTI units, PSL) bonds, etc, in 
disregard of RBI instructions prohibiting 
such transactions; (iii) financing accom¬ 
modation bills and availing of refinance 
by rediscounting ineligible bills; and (iv) 
extending so-called portfolio management 
services without observing the guidelines 
set out for such activity. 

The Janakiraman Committee haj now 
thrown fresh light on some of these prac¬ 
tices of ihe foreign banks. In Us first 
report, the committee brought out how 
one bank had been making payments for 
purchase of investments for which the 
parties did not hold either securities, SGL 
forms or BRs. As has been well establish¬ 
ed by now, this was the principal device 
adopted to divert funds from the banking 
system to the individual accounts of 
brokers. The second report of the com¬ 
mittee pointed out how of the 58,000 
securities transactions of the face value of 
Rs 900,000 erore which had been entered 
into during the 14-month period from 
April 1, 1992 to May 23, 1992, more than 
iwo-thirds had been the handiwork of the 
foreign banks. Four foreign banks ac¬ 
counted for 70 per cent of the transactions 
in units of the IJTI, not for funds manage¬ 
ment but for arbitrage dealings, pre¬ 
dominantly on ‘ready-forward’ basis and 
the bulk of ihem through the intervention 
of just a handful of brokers. Over 30 per 
cent of the transactions could not be mat¬ 
ched in the books of the counter party 
banks The third report of the Janaki¬ 
raman Committee has focused on the 
much-vaunted portfolio management ser- 
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vices and the associated 'ready-forward' 
transactions entered into by banks with 
their clients, particularly in respect of 
bonds and units, clearly in contravention 
of RBI guidelines. 

The reaction of the foreign banks to the 
criticism of their operations and to sug¬ 
gestions that these should be further in¬ 
vestigated has been one of aggrieved self- 
righteousness. it is not surprising that this 
should be so. It is known that as far back 
as in May 1990 an inspection report of the 
RBI on one of the foreign banks had 
revealed that the bank had been creating 
against LCs bills of its own, discounting 
them and then rediscounting them as well 
The bank used to show in its books a 
curious entry, ‘own acceptances dis¬ 
counted’. Though Rs 500 crore worth of 
such ‘bills’ were identified, no action 
whatsoever had then been taken against 
the bank. Against the background of such 
treatment in the past, the foreign banks’ 
irritation at all the fuss that is being kick¬ 
ed up now is perhaps understandable. 

PAKISTAN 

Man-Made Disaster 

UNPRECEDENTED rains over the last 
two weeks are causing havoc in Pakistan 
and the country may well be in the middle 
of the worst flood of the century. AH the 
major rivers, the Indus, Ravi, Chenab and 
Sutlej are in spate and the complex of 
dams and barrages is under severe stress. 
The part of Kashmir in Pakistan has been 
entirely cut off from the rest of the coun¬ 
try and most of the bridges, including 
some very big ones, have been washed 
away. Over the last few ciecades Pakistan 
has developed an extensive network of 
large and small dams, barrages and canals 
for controlling floods as well as for irriga¬ 
tion and power. While this renders the 
river system more amenable to control, it 
also means that human failure can have 
devastating consequences in human and 
financial terms. 

Last week newspapers were estimating 
the loss from bridge damage alone to be 
of the order of billions of rupees. Over 
1,000 villages have been inundated in Sind 
and extensive tracts of standing crops are 
under water. According to early estimates, 
20 to 50 per cent of the cotton crop which 
was ready for harvesting will be lost. 
Cotton is Pakistan's major export crop. 
Thousands of hectares of paddy have also 
gone under water. The total damage to 
property has been put at two billion US 
dollars. Last week’s estimate of human 
lives lost was 5,000 but is bound to go up 
with over a million people being rendered 
homeless. 


Not surprisingly, political recrimina¬ 
tions have taken precedence over rehabili¬ 
tation programmes. The focus of sharp, 
and it would appear justified, criticism 
has been the manner in which the flood¬ 
gates were opened or embankments brea¬ 
ched in order to protect the dams and bar¬ 
rages so that unwary populations had no 
time to move away. This is apparently 
what happened at the Mangla dam reser¬ 
voir when engineers opened the floodgates 
without sufficient warning and caused a 
small island with 400 inhabitants to be 
swept away and Jhelum city to come 
under four metres of water. There have 
also been widespread reports of poor 
maintenance and insufficient pre- 
monsoon care. For instance, in Sind the 
three main barrages—Guddu, Sukkur and 
Kotri—together irrigate 135 lakh hectares 
and are vital to the economy. Yet the 10 
gates of the Sukkur barrage, among the 
oldest of river constructions in Pakistan, 
have been permanently shut for many 
years. If these had been in working order, 
the flood water would have been better 
controlled. It has also been reported that 
Nawaz Sharif’s government has dragged 
its feet in sanctioning repair and 
maintenance especially in Sind. According 
to Benazii Bhutto, there has been a 
studied neglect of maintenance and safety 
work in selected areas. Others have 
pointed out that the strengthening work 
■on major bunds was taken up far too late, 
when the Indus was already in flood. 

On the other hand, there appears to be 
general satisfaction with the rescue work 
done by the army which had to evacuate 
thousands of people at short notice. In 
fact the army’s contention has been that 
the losses would have been minimised if 
civilian authorities had given it sufficient 
notice of bunds being breached and of 
sluice gates being opened. More than 
5,000 army personnel have been mobilised 
all over the country and distribution of 
medicines and food is being undertaken 
through army networks. 

It is hardly surprising that the opposi¬ 
tion parties should seek to gain political 
mileage out of the floods. Undoubtedly 
many more revelations about the admi¬ 
nistration’s corrupt practices, mismanage¬ 
ment and callousness will surface in the 
days to come, even as stagnant water, 
crowded living conditions and insufficient 
food will make for rapid spread of many 
diseases. It is unlikely that this will have 
any significant impact on the maintenance 
and management of the river systems, as 
long as people’s voices, and not merely 
those of political leaden, who in Pakistan 
are generally members of the old landed 
and rich families, are not heard. This is 
yet to be. 
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TWENTY YEARS AGO 

EPW, September 16, 1972 

From AM's Calcutta Diary: 

What does one tell them, those earnest 
young men and women, who have no no¬ 
tion how to start small industries, who ate 
still keen to get bank finance for creative 
ventures which, they will try to convince 
you, have economic possibilities? They 
have never gone to a technical school, but 
they have painted, they have sculpted, they 
have written poetry, they have composed 
plays and organised theafVe workshops, 
they have ventured into folk operas and 
have tried on their own, to take these to 
the countryside where there is always an 
intent, ready clientele. There is no lack of 
imagination among these young men and 
women. It would be a libd to suggest that 
they are unwilling to work. They labour 
hard along the lines their genius has guid¬ 
ed them; but, at the end of it all, there 
is a pervading feeling of hopelessness. 

They cannot sell their poetry; they can¬ 
not sell their sculpture; there is no steady 
demand for their paintings. Or take the 
dozens and dozens of drama groups strewn 
across the city. It is not just a run-of- 
the-mill sample of men and women with 
talent for histrionics; the young people 
crowding round the proscenium have 
commitments much more deeply rooted. 
They have worried for long over structure 
and form, over theme and content, over 
the most appropriate catalysis of modes 
of production and reaction of the masses. 
You follow them up a whole succession 
of rickety staircases into an attic; you 
discover feverish debates going on over 
Berliner tnsemble and Tynan, Genet and 
Nicholson, Ionesco and the latest from 
Grove Press There will be others who 
have elaborately written film scripts and 
are willing to establish their intrinsic 
superiority to anything coming from 
Satyajit Ray, provided somebody advanc¬ 
ed the finance and they could shoot the 
films. 

These are a cross-section of Calcutta’s 
and West Bengal’s, vast strata of the 
unemployed. Nobody knows for sure 
what their aggregate number is... These 
young men and women are of course 
short on nutrition, even if most of them 
are still not actually starving. They do not 
starve, because the institution of joint 
families has not yet quite died out. They 
do not starve because, in these families, 
they have a way of paring down items of 
expenditure to the barest minimum... 
Under-nourished, emaciated, shabby 
clothes and all, they nevertheless continue 
to survive, because, perhaps, somewhere 
within themselves, they still have a reser¬ 
voir of pride and hope and creativity. 

... No bank, however, seemingly has 
any programme for the poet or the writer, 
for the play wright or the singer, for the 
sculptor or the painter. Technically, each 
of them may be unemployed; the banks 
may have unemployed funds; but the 
twain shall never meet. 



Corporate Profits Soar 


Jairaj Kapadia 

CORPORATE profitability improved 
during 1991-92 despite near recessionary 
conditions prevailing in vital segments of 
the industrial sector, a study made by the 
Industrial Credit and Investment Cor¬ 
poration of India records. The improve¬ 
ment was hefty, amounting to 25.5 per 
cent in profits after depreciation but 
before interest and to 17.6 per cent in net 
profits. 

The ICICI study, a quick assessment of 
corporate profitability, covered 400 com¬ 
panies, 94 of which showed a distinct im¬ 
provement in profitability and 243 others 
maintained their profits within the same 
range as in the previous year. The number 
of loss-making units declined from 33 in 
I$90-91 to 25 in 1991-92. These 25 compa¬ 


nies recorded a marginal decline in sales 
but a steep increase in losses. Most of 
them belong to the import-intensive 
chemicals and petrochemicals sector. 

Not only profits but sales also registered 
growth, rising by 20 per cent for the com¬ 
panies studied. The total income of the 
companies increased 19.8 per c.ent, while 
total cost of production registered a rise 
of 17.9 per cent. There resulted a signifi¬ 
cant increase in profit margin on sales 
from 11.9 per cent to 12.4 per cent. 

In aggregate terms, net sales of the 400 
companies moved up to Rs 73,702 <”.»rc 
from Rs 61,415 crore in the previous year, 
gross profits to Rs 9,151 crore from 
Rs 7,290 erorc and net profits to Rs 3,584 
crore from Rs 3,017 crore. 


COMPANIES 


An industry wise analysis reveals that 
all industries excepting non-ferrous metal 
products experienced improvement in 
gross profits. Some of the traditional 
industry-groups like cement, power gene¬ 
ration and distribution, glass and pottery 
and sugar recorded all-round growth in 
sales, gross profits and profit margins, 
while profit margins declined in the case 
of automobiles and auto ancillaries, 
chemicals and petrochemicals, food pro¬ 
ducts (other than sugar), non-ferrous 
metal products, textiles and the diversified 
industry group. Gross profits declined 
only in the non-ferrous metal products 
group. However, as the size of the sample 
studied was small, it might not reflect the 
overall performance of the non-ferrous 
metals group. In chemicals and petro¬ 
chemicals group and in the tyre sub-sector 
of rubber products, profitability was 
adversely affected by the relatively higher 
import dependence of these industrial 
groups. The textile industry too suffered 
a minor set-back. 

A si/.cwise analysis of the 400 com¬ 
panies (m terms of paid-up capital) shows 
that 178 companies, with share capital 
ranging between Rs 1.01 crore and Rs 5 
crore, had the highest rate of growth in 
sales and gross profits respectively of 23.2 
per cent and 36.9 per cent. However, the 
profit margin on sales was the highest for 
companies with paid-up capital in excess 
of Rs 5 crore 

KERALA CHEMICALS AND 
PROTEINS 

Export Thrust 

Kerala Chemicals and Proteins' results 
for the year ended March 31, 1992 are im¬ 
pressive ahead of those of many establish¬ 
ed companies. Its results besides are due 
to a strong bias in business towards ex¬ 
ports. In this sense the results of Kerala 
Chemicals and Proteins mirror the econo¬ 
mic policies of the government. There has 
been a more than cent per cent rise in ear¬ 
nings per share from Rs 16.16 for 1990-91 
to Rs 37,58 for 1991-92. With such an 
EPS. the Rs 10 paid equity share quoted 
currently as high as Rs 580 is traded still 
at a modest price-earnings ratio of 15.43. 
The company hiked the dividend by 15 per 
cent to 50 per cent while proposing also 
a L2 bonus issue to shareholders by 
capitalising Rs 70 lakh of reserve funds. 

Kerala Chemicals and Proteins’ strong 
export base (more than 90 per cent turn¬ 
over is by way of exports) was enhanced 
by the rupee’s devaluation and the intro¬ 
duction of so-called partial convertibility. 


The Week’s Companies (Rs lakh) 
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Kerala Chemicals 

Colour-Chem 

Bombay 


And Proteins 



Paints 

Financial Indicators 

March - 

March 

March 

March 

March 

March 


1992 

1991 

1992 

1991 

1992 

1991 

income/expenses/profits 

Net sales 

1619 

1086 

13336 

11385 

2856 

2447 

Other income 

169 

95 

950 

614 

36 

28 

Raw materials consumed 

853 

700 

6667 

6645 

1967 

1547 

Power and fuel 

80 

69 

996 

898 

23 

18 

Other manufacturing expenses 

40 

38 

1012 

941 

26 

19 

Labour cost 

83 

60 

1602 

1350 

241 

210 

Other expenses 

146 

53 

1678 

472 

419 

486 

Operating profits 

586 

261 

2331 

1692 

216 

195 

Interest charges 

6 

5 

1143 

765 

156 

145 

Gtoss profits 

580 

256 

1188 

927 

60 

50 

Depreciation 

27 

24 

356 

241 

24 

24 

Profits before tax 

553 

732 

832 

686 

36 

26 

Tfcx provision 

27 

6 

800 

270 

25 

16 

Profits after tax 

526 

226 

532 

416 

II 

10 

Dividends 

Liablllties/assets 

70 

49 

191 

175 

16 

10 

Paid up capital 

140 

140 

794 

794 

150 

75 

Reserves and surplus 

1191 

735 

2015 

1689 

88 

93 

Long term loans 

— 

— 

3086 

2993 

80 

84 

Short term loans 

— 

44 

3406 

1515 

640 

622 

Cither liabilities 

216 

105 

2656 

3479 

619 

577 

Gross fixed assets 

820 

763 

7903 

6481 

388 

352 

Accumulated depreciation 

316 

294 

4026 

3688 

210 

187 

Inventories 

394 

269 

3553 

4119 

627 

550 

Of which finished goods 

24 

55 

2425 

2736 

442 

847 

Receivables 

121 

74 

3053 

2476 

567 

519 

Loans and advances 

99 

101 

1023 

691 

100 

89 

Cash and bank balances 

65 

51 

162 

126 

104 

129 

Investments 

334 

290 

289 

265 


— 

Other assets 

3 

5 

— 

— 

— 

— 

Total Habilities/usets 

Key financial ratios 

1547 

1025 

11957 

10469 

1577 

1451 

Tbrnover ratio 

1.05 

1.06 

1.12 

1.09 

1.81 

1.69 

Return on sates (*) 

35.82 

28.57 

8.91 

8.14 

2.10 

2.04 

Return on investment (*) 

37.49 

24.98 

9.94 

8.85 

3.80 

3.45 

Return on equity (*) 

39.52 

25.83 

18.94 

16.75 

4.53 

5.97 

Earning per share 

Dividend?*) 

37.58 

50 

16.16 

35 

66.98 

24 

52.34 

22 

0.72 

14 

1.34 

14 

Book value per share (Rs) 
Current market price 

95.01 

62.52 

353.72 

812.65 

12.14 

14.74 

580 


2050 

— 

30 

— 

P/E ratio 

1543 

— 

3041 

— 

41.67 

— 


i 



2011 



There was further a boost in income, as 
a substantial portion of the premium on 
REP licence pertaining to the previous 
year and the premium of F:\im scrip tor 
the year under review were realised. The 
handsome results were despite the opera¬ 
tions remaining at the same level as in the 
previous year, production of ossein 
amounting to 3,523 tonnes against 3,355 
tonnes previously, that of dicalcium 
phosphate (DCP) to 7,303 tonnes against 
7,277 tonnes and that of compound glue 
to 12.5 tonnes against 5,4 tonnes. 

The export base has left the compans 
with nil borrowings and minimum I in.in 
cial charges. Devaluation and comertihili- 
ty of the rupee led to a shatp increase in 
export earnings from Ks I,(XII lakh lor 
1990-91 to Rs 1,423 lakh for IWI-92 1 he 
company requires to make no import of 
raw material. The foreign exchange outgo 
increased during the sear troin Ks 13-40 
lakh to Rs 18 51 lakh on account of divi¬ 
dend remittance and import ot capital 
goods. From June this year the second 
stage expansion of ossein and DCP, 
financed entirely out of own hinds, has 
become operational The installed capaci¬ 
ty for ossein has increased from 3,300 ton 
ties to 5,000 tonnes, as against 6,<XX) ton¬ 
nes licensed, and that for DCP from 6,700 
tonnes to 11,000 tonnes, as against 12,500 
tonnes licensed. 

COLOUR-CULM 

Liberalisation Will 
Help 

In Colour-C hem's ease cxpendituie ot 
foreign exchange constitutes les< than one- 
third of its foreign exchange earnings, hav¬ 
ing amounted during 1991-92 to Rs 520 
lakh against earnings aggregating to 
Rs 2,351 lakh. Mentioning this in his 
statement to the shareholders, b Baltin, 
chairman, points out that the stipulation 
under the government policies at present 
that all foreign exchange requirements be 
paid for at the market rate will not inhibit 
the company’s operations. According to 
the chairman, the various policy initiatives 
augur well for the expansion of the com¬ 
pany’s activities. It is important in this 
connection to observe that Hoechst AO, 
the collaborators, has confirmed readiness 
to increase equity holding in the company 
from the existing level of 40 per cent to 
51 per cent. Baltin, representing the col¬ 
laborators on the board of Colour-Chem, 
states that the modalities for achieving this 
vis-a-vis the resources required to imple¬ 
ment the projects for diversification and 
expansion of the company’s activities are 
now in an advanced stage of finalisation, 
in consultation with the collaborators. 
The company incurred during 1991-92 


capital expenditure of fts 1,400 lakh. The 
modernised facility for the manufacture 
of diketone came into use from December 
1991. I he increased output of organic 
chemical intermediates thus available will 
serve to augment sales of this product 
group from the current year onwards. A 
few protects tor diversification and expan¬ 
sion of the manufacturing activities have 
been identified and their techno-economic 
teasibility is being evaluated in consulta¬ 
tion with the collaborators. Sales of 
pigments and leather chemicals have con¬ 
tinued to increase. Profits improved with 
strict cost control and the rale of dividend 
was raised from Rs 22 per share to Rs 24 
per share 

The company extended the tenure of 
the Rs 240 lakh 15 per cent non-converti¬ 
ble debentures privately placed with the 
Unit Trust of India for seven years at 20 
per cent interest per annum Further, 
Rs 400 lakh 14 per cent NCDs were allot¬ 
ted on June 1, 1991, bringing the total 
amount ol debentures outstanding and 
employed for working capital require¬ 
ments to Rs 640 lakh. Another Rs 300 
lakh for working capital was received as 
term-loan from the Industrial Develop¬ 
ment Bank ot India during March 1992, 
while the 1DB1 sanctioned Ks 600 lakh as 
term loan towards the cost of relocation 
and modernisation of the phthalocyaninc 
green plant and an advance ol Rs 300 
lakh towards the availment ol finance 
under the asset credit scheme. 


BOMBAY PAINTS 

Rising Costs 

Bombay Paints has reported tontine 
results alter raising the share capital to 
twice the previous year's figure 1 he direc¬ 
tors state that raw material prices kept 
soaring, but the availability during the 
year was satisfactory. The company ex¬ 
pended a sum of Rs 37.77 lakh foi addi¬ 
tions, replacements and renovations to fix¬ 
ed assets. A total of Rs 23.88 lakh was ex¬ 
pended in foreign exchange on import of 
raw material, capital goods and spares, 
while earnings in foreign exchange record¬ 
ed a decline lrom Rs 10.08 lakh in 1990-91 
to Rs 5.89 lakh in 1991-92. 


SWOJAS PLASTIC INDUSTRILS 

HDPE/PP Sacks 

like Dev Fasteners, Swojas Plastic 
Industries is promoted by an executive 
of Reliance Industries, .R K Shah, who 
has been RIL’s markeling vice-president 
and has served the company for more 
than 22"years. Swojas Plastic will source 
the raw material*for its project to manu¬ 


facture multilayered laminated HDPE/Pp I 
woven sacks and fabrics for specialised 1 
packaging requirement from R1L, while 1 
RIL in turn will Ijft its products as 
packaging material for polymers. The 
company also proposes to manufacture 
LDPE/paper/aluminium foil and HDPH 
and PP woven sacks for sale outside ac¬ 
cording to customer specifications. 
Sachets for shampoos and pouches for 
pan-masala are also to form part of its 
production range. The project, to cost 
Rs 3.91 crore, is to go on stream in two 
phases, the first phase 6y January 1993 
and the next six months thereafter at 
Daund in Maharashtra. Asutosh R Shah 
and Ashish R Shah are the other pro¬ 
moters of the company, which is making 
a capital issue of 20.9 lakh equity shares 
of Rs 10 each at par to the public on 
September 28 towards Rs 3.67 crofe of 
equity finance for the project, the balance 
Rs 25 lakh to come by way of state sub¬ 
sidy. PNB Caps and UCO Bank are .the' 
lead managers of the issue. 

NATH PULP AND PAPLR 

Expansion Project 

Nath Pulp and Paper Mills, the flagship 
company of the Nath gro-up with interests 
in paper, agro research, hybrid seeds, 
chemicals, plantations and pharmaceuti¬ 
cals, is offering from September 25 for 
subscription to the public 7.98 lakh fully 
convertible debentures of Rs 90 each, to 
be converted into two fully paid equity 
shares of Rs 10 each at a premium of 
Rs 35 per share six months from the date 
of allotment. In addition to the public 
issue, the company is making a rights issue 
of LCDS worth Rs 22.44 crore after it 
issued Rs 2.17 crore of rights shares to the \ 
shareholders in March 1991. These issues ; 
are being made towards a Rs 61.77 crore 1 
expansion-cum-diversification pro- j 
gramme to be financed further with a ■ 
term loan of Rs 24 crore and cash accruals 
of Rs 5.60 crore. On completion of the 
programme the company will become a 
large-sized paper mill engaged in the 
manufacture of kraft paper and taking up 
manufacture of poster and tissue paper , 
also at the same time. It is expected that j 
the capacity of the plant for kraft paper ; 
at Paithan, near Aurangabad, will stand ; 
increased from 33,000 tonnes per annum j 
as at present to 60*750 tonnes. I 
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IN THE CAPITAL MARKET 


Mikado Textile 
Industries 

Mikado "tortile Industries, which is 
engaged in the manufacture of suitings, 
shirtings and fancy yarns, is embarking 
upon a Rs 10.17 crore expansion pro¬ 
gramme. It envisages the setting up of 
two new projects: (a) a weaving project 
at the existing site of Ikrapur by installing 
24 auto rapier looms with an installed 
capacity of 10.16 lakh metres of suitings 
which will augment the total installed 
capacity to 20.32 lakh metres per annum, 
and (b) a draw-twisting plant at Pipodra 
near Surat, to manufacture draw-twisted 
filament yarn of 130 and 30 deniers with 
an installed capacity of 900 mtpa and 200 
mtpa respectively. To part finance the 
project, the company is entering the 
capital market on September 28 with a 
public issue of 29,60,000 equity shares of 
Rs 10 each at a premium of Rs 15 per 
share aggregating Rs 7.40 crore. Accor¬ 
ding to V K Gadia, managing director 
of the company, both the plants are 
scheduled to commence production by 
April 1993 and, on their completion, the 
annual turnover is expected to rise from 
the present Rs 36 crore to Rs 80 crore in 
1994 and further to Rs 100 crore in 1995. 
PNB Capital Services and State Bank 
of Indore are the lead managers to the 
issue. 


Shubham Industries 

Shubham Industries, promoted by 
M C Sukhani, R K Sukhani and Arvind 
Sukhani, is setting up at Bijabahal in 
Sundergarh district of Orissa, a mini ce¬ 
ment plant, based on vertical shaft kiln 
technology, for the manufacture of 
40,000 tpa of ordinary Portland cement 
and Portland slag cement at an estimated 
capital outlay of Rs 493 lakh. To part 
finance the project, the company is enter¬ 
ing the capital market on September 28 
with an issue of 20,58,000 equity shares 
of Rs 10 each at par totalling Rs 205.80 
lakh. Out of the issue, 1,02,900 equity 
shares are earmarked for preferential 
allotment to employees (including Indian 
working directors) of the company as 
also those of the promoter companies 
and the remaining 19,55,100 equity shares 
are being offered to the Indian public. 
The total cost of the project is being 
financed by promoters’ equity (Rs 137 JO 
lakh), public issue (Rs 205.80 lakh) and 
term loan from the industrial Promotion 
and Investment Corporation (Rs 150 
lakh). Trial production is expected to 


commence by the middle of November 
this year and commercial production by 
the end of the same month. The turnover 
for the first three years, as appraised by 
IPICOL, based on 70,80 and 90 per cent 
capacity utilisation, will be Rs 407.14 
lakh, Rs 473.96 lakh and Rs 533.36 lakh. 
The shares will be listed at Ahmcdabad, 
Bombay, Bhubaneswar, Calcutta and 
Delhi stock exchanges. SBICAP and 
CRB Capital Markets are the lead 
managers to the issue. 


Gyan Leatherboard 

Cyan Leatherboard, which is coming 
to the capital market on September 28 
with a public issue of 38.39 lakh equity 
shares of Rs 10 each at par with SBI 
Caps and 1FC1 as the lead managers of 
the issue aggregating to Rs 3.84 crore, is 
to manufacture leatherboards from 
chrome leather shavings, a wasteproduct 
of leather tanning which the tanners 
either throw away or bum up. It is 
establishing the project with a capacity 
of 2,700 tonnes per annum of leather- 
boards and to cost Rs 20.21 crore at 
Thuthipet in Pondicherry in technical 
and financial collaboration with Berflex 
Exports of Italy. Recognised in the field, 
Berflex Exports will provide the process 
technology, pass on any innovations and 
new developments in manufacture of 
leatherboards for a period of 10 years 
and supply the plant and machinery, 
altogether for a lump sum payment of 
Rs 33.50 lakh, while it will invest in the 
company’s share capital of Rs 8 crore an 
amount of Rs I crore. The company is 
promoted by Jagjit Singh Bindra, with 
experience of IS years in international 
trade in woollen carpets, electronic goods 
and dry cell batteries, and his associates. 
In addition to Rs 8 crore equity, institu¬ 
tional rupee term loans of Rs 9.36 crore 
and foreign currency loans of Rs 2.53 
crore, plus promoters’ unsecured loans of 
Rs 30 lakh, are the sources of finance for 
the project. The company plans to export 
20-25 per cent production to west Asia 
with Berflex Exports ceding rights in its 
favour in these areas. 


Nova Udyog 

Nova Udyog, promoted by I S Gam- 
bhir, is establishing a mini steel plant 
with an in-built capacity of two lakh 
tonnes per annum at Haldwani in Nainital 
district of Uttar Pradesh, for the manu¬ 
facture of steel billets, blooms and slabs 


at a capital outlay of Rs 73.7 crore. The 
company has obtained the drawings, 
designs and technical know-how for a 
40-tonnc OTB convertor from Ley bold, 
Germany. The project is being imple¬ 
mented under the supervision of BHPE 
Kinhill (India), an associate of BHP 
Engineering of Australia, and Chemet 
Consultants, Net/ Delhi, who are pro¬ 
viding engineering consultancy services 
to the company. Commercial production 
is expected to start next month. 1b part 
finance the proposed project cost, the 
company is entering the capital market 
with an issue of 1,45,60,000 equity shares 
of Rs 10 each at par totalling Rs 14.56 
crore. Out of the proposed public issue, 
20,00,000 equity shares have been reserv¬ 
ed for preferential allotment to non¬ 
resident Indians on repatriation basis and 
7,28,000 equity shares to the employees 
of the company. The net offer to the 
Indian public will therefore be of 
Rs 1,183.20 lakh. The issue opens for 
public subscription on October 12. The 
project has a low break-even point of 45 
per cent capacity utilisation while the 
cash break-even is 27 per cent capacity 
utilisation. The shares of the company 
are proposed to be listed at Delhi, Bom¬ 
bay, Calcutta, Ahmedabad and Kanpur 
stock exchanges. SBI CAP and PNB 
Capital Services are the lead managers 
to the issue. 


Maya Spinners 

Maya Spinners is another company in 
the capital market on September 28 with 
a public issue of Rs 2.66 crore in equity 
shares of Rs 10 each under CRB Caps 
and State Bank of Indore as the lead 
managers. Maya Spinners is an existing 
company promoted by S S Choudhary 
and Maya Gupta and manufacturing cot¬ 
ton yarn after inception in the year 1986 
at Pithampur in Madhya Pradesh. The 
capital issue is towards the Rs 3.75 crore 
project for expansion of capacity from 
the present 11,000 kg cotton yarn per day 
to 18,125 kg per day. The finance is to 
be met from share capital with the pro¬ 
moters contributing Rs 95 lakh. Installa¬ 
tion of additional machinery on order is 
expected to be completed by November 
1992 and production at increased capaci¬ 
ty is to start from December. The com¬ 
pany has not so far made exports, but 
intends to do so now up to 40 per cent 
of the production. 


-JK 




STATISTICS 


Index Numbers of Wholesale Prices 
(1981-82 = 100) 

All Commodities 
Primary Articles 
Food Articles 
Non-food Articles 
Fuel, Power, Light and Lubricants 
Manufactured Products 

Cost of Living Index 






Variation (per cent) 



Weight 

Latest 

Week 

Over 

Last 

Over 

Last 

Over 

March 

In 

In 

In 

In 

29-8-92 

Month 

Year 

1992 

91-92* ‘ 

90-91 

89-90 

88-89 

1000 

226.6 

0.2 

7.8 

4.0 

13.6 

10.3 

7.5 

7.5 

32.3 

2390 

1.3 

7.3 

6.0 

18.2 

13.0 

12 

4.9 

17.4 

276.9 

— 

11.8 

8.7 

20.2 

11.8 

1.2 

9.9 

101 

233.3 

0.4 

0.8 

-16.0 

18.2 

17.0 

3.6 

-1.7 

10.7 

214.1 

— 

8.4 

0.3 

13.2 

12.3 

3.6 

5.6 

57,0 

221.9 

0.2 

7.9 

3.5 

11.2 

8.4 

11.3 

9.4 


Industrial Workers 

Urban Non-Manual Employees 

Agricultural Labourers 


Money and Banking 


Money Supply (M,) 


Latest 
Base Month 
1992 

1982 = 100 236‘ 

1984-85 =- 100 195' 

July 60 to 1058’ 

June 61 ; 100 

Latest 
Week 
( 7 - 8 - 92 ) 
Rs crorc 3,38,796 


Net Bank Credit to Government Sector Rs crore 1,70,522 

Bank Credit to Commercial Sector Rs crore 1,99,945 

Net Foreign Exch Assets of Banking Sector Rs crore 20,409 

Deposits of Scheduled Commercial Banks Rs crore 2,46,441 


Foreign Exchange Assets 

Index Numbers of Industrial 
Production 

(1980-81 --- 100) 

General Index 

Mining and Quarrying 

Manufacturing 

Elect ncity 

Basic Industries 

Capital Goods Industries 

Intermediate Goods Industries 

Consumer Goods Industries 

Durable Goods 

Non-Durable Goods 

Foreign Trade 


Rs crore 16,535 
Weight Latest 


Over Over 

Last Last 

Month Year 


Over Ovt 

Last las 

Month Yea 

1,126 58, < 

(0.3) * (20 

10 16.2 

223 29,1 

630 11,7 

3,575 43,< 

(1.5) (21 

-1,122 13,2 

(-64) (410 

Averages for 


Variation (p 
Over 


1990-91 

89-90 

88-89 

11.2 

6.5 

9.1 

11.0 

6.9 

8.2 

7.5 

3.2 

11.4 


Variation ( 
Over 

March 31, 
1992 
23,712 
(7.5) 
12,228 
8,880 
882 
15,683 
(6.8) 
1,957 
(13-4) 


er cent in brackets) 

In In 

91-92 90-91 

49,560 36,242 

(18.5) (15.7) 

24,589 21,477 

24,173 14,832 

10,098 1,519 

37,916 25,583 

(19.7) (15.3) 

9,017 -1,710 

(225.5) (-30.0) 


Variation l 


in 

88-89 

30,877 

(19.0) 

12,771 

21,686 

1,033 

22,105 

(18.7) 

-830 

(- 11 . 6 ) 


Balance of Trade 

Employment Exchange Statistics 


Number of Applicants on Live Register 
as at end of Period 
Number of Registrations 
Number of Vacancies Notified 
Number of Placements 
Income 

Gross Domestic Product (current prices) 
Gross Domestic Product (1980-81 prices) 
Per Capita Income (1980-81 prices) 



(May 92) 



In 

In 

In 

In 

In 



1992-93 

1991-92 

1991 92 

1990-91 

1989-90 

1988-89 

1987-88 

100,0 

203.8 

203.6 

195.6 

0.1 

8.4 

8.6 

8.7 

7.3 

11 5 

224.5 

211.1 

204.5 

0.8 

4.5 

6.3 

7.9 

3.8 

77.1 

192.3 

193.8 

186.5 

-1.4 

9.1 

8.6 

8.7 

7.9 

11.4 

260.9 

262.7 

247.4 

8.3 

7.8 

10.8 

9.5 

7.7 

39 4 

NA 

NA 

NA 

4.3 

5.4 

9.9 

5.6 

9.2 

16.4 

NA 

NA 

NA 

21.9 

22.4 

7.0 

15.9 

18.2 

20.5 

NA 

NA 

NA 

5.6 

4.3 

11.5 

4.8 

4.4 

23.6 

NA 

NA 

NA 

NA 

6.3 

4.2 

6.5 

7.1 

2.6 

NA 

NA 

NA 

10.9 

1.7 

12.0 

7.8 

18.9 

21.0 

NA 

NA 

NA 

5.2 

7.5 

2.5 

6.2 

4.9 

Unit 

Latest 

Cumulative for* 







Month 



In 

In 

In 

In 

In 


(June 92) 

1992-93 

1991-92 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

Rs crore 

3,835 

11,500 

8,318 

43,978 

32,553 

27,681 

20,232 

15,674 





(35.1) 

(17.6) 

(36.8) 

(29.1) 

(25.9) 

Rs crore 

5,600 

15,981 

9,919 

47,813 

43,193 

35,416 

28,235 

22044 





(10.7) 

(220) 

(25.4) 

(26.9) 

(10.7) 

Rs crore 

-1,765 

-4,481 

-1,601 

-3,835 

-10,640 

-7,735 

-8,003 

-6,570 

Unit 

Latest 

Cumulative for* 







Month 



In 

In 

In 

In 

in 


March 92 

1992 

1991 

1991 

1990 

1989 

1988 

1987 

Thousand 

36,552 

36,552 

34,890 

36,300 

32,776 

30,050 

30,247 

30,131 

Thousand 

369 

1,254 

1,413 

6058 

6,576 

5,963 

5.465 

5,535 

Thousand 

38 

105 

114 

460 

600 

543 

621 

623 

Thousand 

26 

67 

62 

254 

289 

329 

360 

351 

Unit 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

198546 

1984-85 

1983-84 

Rs crore 

4,72,599 

4,01,569 

3,51,724 

2,94,266 

2,59,055 

2,33,476 

2,08,577 1,868.723 

Rs crore 

2,10,477 

1.99,329 

1,87,725 

1,70041 

1.62,711 

1,56,600 

1,50,469 

1,44,865 

Rupees 

1227 

1148 

2,078 

1003 

1,866 

1,842 

1011 

1,787 



* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. + Upto latest month for which data ate available. NA- Not available. 

+ + Provisional data. @ Quick estimates. 

Notes: (I) Superscript numeral denotes month to which figure relates, c g, superscript 1 indicates that the figure is for January i 
(2) Figures in brackets denote percentage variation over previous period. 








POLICY WATCH 


Back to Reforms 

JM 

The nation has so far avoided the devaluation-inflation- 
devaluation spiral that has wrecked Latin American economies. 
But the unimaginative policies being pursued since July 1991 have 
been continuously pointing towards that direction. And the 
underlying politics of it all suggests that a Latin American-type 
unconcern for the poor and for future generations is now the 
norm amongst our ruling elites. 


THE present government has set a pat¬ 
tern that major economic policy decisions 
are now usually taken soon after a session 
of parliament has ended, and this is ac¬ 
companied by a co-ordinated effort at 
media management designed to convince 
the people at large that the government’s 
policies are succeeding and that they are 
in fact the only alternative available In 
addition, the timing of such announce¬ 
ments tends to confirm the suspicion that 
policies are now being made almost en¬ 
tirely with a view to pander to the wishes 
of foreign creditors. 

It was no surprise therefore that, after 
months of nervousness and inaction 
following the stock market and financial 
sector scam, the government finally made 
major policy announcements soon after 
the end of the monsoon session of parlia¬ 
ment and just before the finance minister 
proceeded abroad for the annual meeting 
of the IMF and the World Bank. The Erst 
of these was the decision to cut fertiliser 
subsidies further and this was followed by 
two other decisions in quick succession: 
to allow foreign financial institutions to 
invest in Indian stock markets with prac¬ 
tically no restriction on repatriation of 
capital, capital gains or dividends, and the 
across-the-board hike in prices of petro¬ 
leum products averaging an increase of 18 
per cent. 

And, as has become standard practice, 
this was accompanied by a carefully or¬ 
chestrated media campaign to the effect 
that, as a result of the policies being 
followed, the country was well and truly 
set on a path of economic recovery. Such 
a campaign was more necessary now than 
ever before because of the battering that 
the credibility of the government’s econo¬ 
mic policy had taken as a result of the 
stock market scam. And, the loyal media 
has once again risen to the occasion giv¬ 
ing wide publicity to the government’s 
claims that inflation is down and on target 


towards the 8 per cent rate promised to 
the IMF, that industrial production is up 
so that a 5 per cent growth may be possi¬ 
ble this year, and that exports are recover¬ 
ing so that the balance of payments situa¬ 
tion is now firmly under control. 

Propaganda apart, the new-found opti¬ 
mism rests almost entirely on the fact that 
the rain-gods have turned out to be more 
bountiful than earlier reports had in¬ 
dicated, so that output is likely to be 
higher and inflation lower. >\nd, yet, the 
reality is more sobering than the media 
hype. 

For a start, exports in the first four 
months of this financial year, though up 
1.7 per cent compared to the correspond¬ 
ing months last yehr, are actually down by 
more than 5 per cent in dollar terms as 
compared to the same period two years 
ago. In the meantime, the changes an¬ 
nounced in the budget in February have 
caused imports to surge In dollar terms 
these are now 23 per cent higher than last 
year and 7 percent higher than in 1990-91. 
As a result, the trade deficit for April-July 
1992 is S 2.1 billion as compared to S 0.8 
billion in April-July 1991 and $ 1.4 billion 
in April-July 1990. The latest projections, 
by the Reserve Bank of India, of the trade 
deficit for the entire fiscal year 1992-93 
places this at around S 6 billion—higher 
than in any year after 1983-86. This is a 
truly extraordinary achievement by a 
government whose main justification for 
launching its new economic policies was 
to correct the profligate excess of imports 
over exports which led to the unsustaina¬ 
ble build-up of external debt during the 
Rajiv years. In fact, the result of the 
policies followed so far has been to in¬ 
crease even further the gap between the 
country's external liabilities and the ability 
to service these through foreign exchange 
earnings. And, whatever the propaganda 
it indulges in to keep up public support 
at home, the government has had to 


notifiy the IMF recently that there has 
been a ‘fundamental deterioration' in the 
country’s balance of payments. 

Similarly, the claim of renewed indust¬ 
rial growth is at best only a half-truth. 
This claim is based on the fact that the 
index of manufacturing output which 
declined by 1.4 per cent last year (as com¬ 
pared to 1990-91), recorded a 4 per cent 
increase when the first two months of the 
current fiscal year are compared to the 
corresponding months of last year. How¬ 
ever, comparing the same two months of 
this year with the corresponding months 
of 1990 shows no growth at all, and, in¬ 
deed, the index for May 1992 (the latest 
month for which data are available) is 
down 2 per cent compared to May 1990. 
More importantly, on a seasonally ad¬ 
justed basis the April-May average this 
year is down 9 per cent on the average for 
the last quarter of 1991-92. Thus, the 
claim of a renewal of growth in manufac¬ 
turing is based on a comparison of this 
year's poor performance with last year's 
even worse figures, and this is contradicted 
when one considers cither the longer-run 
trend or the short-run trend involving the 
most recent figures. On the basis of these 
more relevant comparisons, one should 
conclude that manufacturing output con¬ 
tinues to stagnate, and this is of particular 
importance because the failure of manu¬ 
facturing growth to recover despite the 
surge in imports casts doubt on the oft- 
repeated argument that import compres¬ 
sion was the main cause of poor growth 
last year. 

Such flawed comparisons are also a 
feature of the government's claim that in¬ 
flation has been brought down to below 
8 per cent. This claim, which is at variance 
with the daily experience of any house¬ 
holder, is advanced by comparing the 
latest provisional figures for the wholesale 
price index with the revised figures for the 
corresponding week last year. This com¬ 
parison has three problems. First, it 
amounts to comparing provisional figures 
for this year with revised figures for last 
year, and this imparts a downward bias of 
at least 1 percentage point, implying for 
example that the point-to-point annual in¬ 
flation rate which is currently placed at 
8.3 per cent for August is likely to be revis¬ 
ed upward to around 9.5 per cent when 
this August’s revised figures are finally 
made available in November. 

Secondly, such point-to-point compari¬ 
sons can be extremely misleading when 
the base for comparison is a period such 
as July or August last year when prices 
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rose extremely rapidly as a result of the 
ill-advised recourse to rupee devaluation. 
One way to avoid such a distortion is to 
take into account a larger number of 
months. For example, the April-August 
average for this year, corrected for the bias 
due to the provisional Figures in July and 
August, rives a 12.4 per cent inflation rate 
for the wholesale price index when com¬ 
pared to the average for the corresponding 
period last year. This is somewhat less 
than last year. And an even lower an¬ 
nualised rate of inflation, of just under 
10 per cent, is obtained when the month- 
to-month inflation rates avoiding the peak 
due to devaluation are averaged for the 
period September 1991 to August 1992, 
with or without seasonal correction. The 
unadjusted annualised monthly rates of 
inflation for April, May, June, July and 
August this year were 10.4 per cent, 12.7 
per cent, 14.4 per cent, 15.6 per cent and 
11.8 per cent respectively, while the cor¬ 
responding seasonally adjusted rates were 
2.4 per cent, 6.6 per cent, 62 per cent, 6.5 
per cent and 9.2 per cent. It is the latter 
set of seasonally adjusted figures, which 
do suggest a rather low rate of inflation 
so far during the current financial year, 
that are the best basis for the govern¬ 
ment's rather complacent projections. 
But, even apart from the fact that infla¬ 


tion seems to be accelerating according to 
these Figures, there is the uncomfortable 
possibility that the past seasonal pattern 
used for correction may no jonger be valid 
and that the much higher unadjusted in¬ 
flation rates are a better indicator of the 
underlying trend. This suspicion is rein¬ 
forced by the observation that during the 
last 12 months there is absolutely no sig- 
niFicant correlation between the un¬ 
adjusted monthly inflation rates and 
changes in the RBI’s monthly seasonal 
factors, and that, instead, there is a signifi¬ 
cant positive time trend, suggesting ac¬ 
celerating inflation again. In any case, tak¬ 
ing all the estimates into account, the best 
that can be said is that at the end of 
August the underlying rate of inflation ac¬ 
cording to the wholesale price index was 
somewhere between 9 and 13 per cent. 

Thirdly, there is the obvious point that 
measurement of inflation with reference 
to the wholesale price indeed can be quite 
misleading as an indicator of the prices 
that consumers pay. A better measure of 
the latter are the consumer price indices, 
and these indicate a much higher current 
rate of inflation than the wholesale price 
index. For example, annual inflation till 
July this year as measured point-to-point 
by the consumer price indices for indus¬ 
trial workers and agricultural labourers 


stood at 13 per cent and 21 per cent 
respectively as compared to 11 per cent as 
measured by the wholesale price index for 
the same period. In other words, to sus¬ 
tain the conclusion that inflation is cur¬ 
rently running at between 9 per cent and 
13 per cent per annum one has to ignore 
the much higher rate of inflation facing 
agricultural workers, and even then It is 
possible to challenge fairly conclusively 
the ofricial claim that inflation has 
already been brought down Jo less than 
8 per cent. Moreover, the actual ‘achieve¬ 
ment’ on this front must be judged in con¬ 
junction with the fact that the trade deficit 
has more than tripled over last year’s, thus 
adding considerably to domestic supplies 
through foreign borrowing, and on doing 
so the performance can hardly be termed 
creditable. 

Nonetheless, the government is not only 
indulging in self-congratulation with the 
help of a pliant press. It has also grasped 
the opportunity provided by the fact that 
things were particularly bad at this time 
last year, for reasons for which it itself was 
responsible, to paint a picture of some im¬ 
provement in order to dish out further 
doses of the dubious medicines that it has 
accepted under IMF-World Bank tutelage 
but which clearly have not worked so far. 
It is to be noted in this context that the 
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cuts ill the fiscal deficit so far have not 
had the desired effects of either reducing 
the trade deficit or bringing down infla¬ 
tion adequately, and that the manner in 
which this deficit is being sought to be cut 
continues to involve inflationary hikes in 
administered prices and cut-backs in 
necessary investment rather than any 
reduction in wasteful government ad¬ 
ministrative expenditure or more effective 
direct taxation of the rich. Moreover, the 
trade and exchange rate policies so far 
have little to show in terms of reducing 
the trade balance, and, despite the many 
concessions made, foreign direct invest¬ 
ment continues to be shy. But the very 
logic of ‘continuing with the reform pro¬ 
cess’ means that policies must be inten¬ 
sified in a direction where as yet there is 
no sign of success. Worst, the few ‘innova¬ 
tions’ that the government has chosen to 
make in the externally imposed require¬ 
ments to cut the fiscal deficit and liberalise 
the external sector are probably the most 
ill-conceived parts of the policies 
announced. 

Consider, first, the manner in which the 
reduction in fertiliser subsidies has 
been attempted. This has two important 
features. First, the subsidy on urea has 
been increased while removing it com¬ 
pletely on potassic and phosphoric fer¬ 
tilisers. Secondly, in order to reduce the 
subsidy component in the budget, a part 
of the subsidy has been passed on to the 
oil companies who will now be required 
to provide feedstock, particularly natural 
gas, alt reduced prices to fertiliser pro¬ 
ducers. The result is that Indian farmers 
who currently use too little phosphorus 
and potash in relation to nitrogen are be¬ 
ing given the incentive to further increase 
the existing imbalance in the use of plant 
nutrients. And, in complete violation of 
the norms of good public finance, an open 
and transparent subsidy is being replaced 
at least in part by a hidden cross-subsidy 
at the expense of the petroleum sector. 
The real tragedy here, as argued in this 
column earlier, is that unlike many other 
hidden subsidies there is a perfectly good 
economic case for continuing with the fer¬ 
tiliser subsidy and that the only reasonable 
case for cutting it—in order to increase 
public investment in agriculture—is one 
which the government, on the basis of its 
actions so far, cannot advance in support. 

Consider next the increase in prices of 
petroleum products—the third in two 
yean during a period when internationally 
oil prices have been falling. This is attri¬ 
butable directly to the IMF target of 
educing the fiscal deficit to 5 per cent of 
GDP this year, and to its insistence that 
this target has to be met while restoring 


the balance in the Oil Co-ordination 
Committee Fund into which the govern¬ 
ment had dipped its fingers to meet the 
fiscal deficit target last year. Moreover, the 
devaluation and subsequent adoption of 
partial convertibility of (he rupee had 
pushed up costs for the domestic oil sec¬ 
tor and depressed its profitability. There¬ 
fore, some increase in prices was perhaps 
unavoidable, and, indeed, an increase in 
LPG price for example was long overdue: 
However, the budgetary adjustment could 
have been made in a less inflationary 
fashion through a general increase in 
direct taxation, and the decision to raise 
diesel and industrial kerosene price while 
keeping domestic kerosene prices un¬ 
changed risks widespread adulteration of 
diesel and dislocation in the supply of 
domestic kerosene. 

But the most important consequence of 
the move will be its impact on inflation. 
Petroleum products collectively account 
for 6.7 per cent of the wholesale price in¬ 
dex, and the 18 per cent increase announc¬ 
ed would therefore have an immediate im¬ 
pact of increasing the wholesale price in¬ 
dex by 1.2 per cent. However, this is just 
the first-round effect, and experience with 
past oil price hikes suggests that the final 
effect through cascading transport and 
production costs is much higher. The 
available econometric evidence suggests 
that the most likely outcome, taking these 
indirect effects into effect, will be an ad¬ 
ditional rise of 2 per cent to 2.5 per cent 
in the wholesale price index within a 
month and a further rise of between 1 and 
1.5 per cent within the next six months. 
As a result, inflation as measured by the 
wholesale price index is likely to cross the 
double-digit level by October, despite the 
seasonal downswing and the better than 
expected monsoon. And, given that 
underlying inflation before the hike was 
already running at a minimum of 9 per 
cent, it is now possible that the current 
fiscal year may end with an inflation rate 
not significantly lower than the high rate 
last year. 

In fact things might turn out to be even 
worse because of the government’s other 
policy initiatives and because of the fact 
that the trade deficit is increasing. The 
failure on the export front is clearly mak¬ 
ing the government rather desperate about 
sources of foreign exchange inflows, as is 
evident by its ill-conceived decision to 
open up Indian stock markets to foreign 
portfolio investment with no lock-in 
period and without any real control over 
repatriation of capital gains. This is much 
more liberal than the existing policies in 
most of the successful Asian economies, 
and may of course lead to some initial in¬ 


flow of fuiftis. But any such inflow is like¬ 
ly to be very volatile and, in effect, the 
government has set in place a powerful 
capital flight instrument where not only 
will a crash in the stock market have 
adverse balance of payments implications, 
but also buli-runs in specific shares may 
be engineered to make quick profits which 
can now be used to convert rupee resour¬ 
ces into foreign currency assets. Because 
of these balance of payments effects, 
future finance ministers will now have to 
be much more sensitive to the effect that 
their budgets may have on stock markets. 
And such a seif-imposed sensitivity to the 
interests of finance not only augurs poorly 
for the government's future ability to 
follow redistributive policies, it may turn 
out to be at the expense of the growth of 
the real economy. North Block seems to 
have learnt nothing at all from the fact 
that its attempts to be clever with asset 
markets in this year’s budget resulted in 
the disaster of the financial sector scam. 
The foolhardiness continues with this pre¬ 
sent announcement whose effect will be 
to substantially free external capital tran¬ 
sactions well before the current account 
has been stabilised—something most 
careful analysts of proper sequencing 
would consider imprudent. 

Moreover, there is much speculation 
now that the oil price hike, whose 
magnitude corresponds almost exactly to 
the current premium of the market ex¬ 
change rate of the rupee over the official 
rate, may be a prelude to full convertibility 
of the rupei. If so, future balance of 
payments shortfalls would immediately be 
reflected in depreciations of the rupee, 
and, unlike what has happened so far, the 
inflationary impact of this will not be con¬ 
tained by insulating the domestic price of 
essential imports. The nation has so far 
avoided the devaiuation-inflation-dcvalu- 
ation spiral that has wrecked Latin 
American economies. But, the unimagi¬ 
native policies being adopted since July 
1991 have continuously been pointing 
towards this direction. The recent policy 
announcements, which together amount 
to cutting government expenditure and 
soliciting external funding without doing 
anything effective to increase exports or 
restore infrastructure investment, makes 
this denouement even more likely. And the 
underlying politics of it all—witness the 
fact that the bureaucracy is now more or 
less confident that it has insulated itself 
from cuts, and farmers are being assured 
that they will be recompensed for not only 
the fertiliser price hike but also for higher 
oil prices—suggests that a Latin America- 
type unconcern for the poor and for 
future generations is now the norm 
amongst our ruling elites. 
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The resultant outgo would stand covered 
more than 4 times by after-tax profits 
Further, following the adoption of the 
guidelines prescribed by the Institute ol 
Chartered Accountants of India, a sum of 
Rs. 1175 cr. has been taken credit-In the Profit 
and Loss Account as Lease Equalisation 



Speech Delivered by: 
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AT THE 39TH ANNUAL GENERAL 
MEETING OF SUNDARAM FINANCE 
LIMITED HELD ON 
21 ST AUGUST 1992 AT MADRAS 


I have great pleasure in welcoming you all 
to the Thirtyninth Annual General Meeting of 
your Company. The Directors' Report and the 
Audited Accounts for the year ended 
31st March 1992 have been with you for 
some time and. with your permission, I shall 
take them as read. 

Working Results 

During 1991-92, your Company achieved a 
growth rate of around 6% on an average in its 
hire purchase and leasing business Though 
lower than in the previous two years, this could 
be deemed satisfactory, taking into account 
the unprecedented credit squeeze imposed 
by the tanking system during May - 
September 1991 Your Company's receiv¬ 
ables under hire purchase and leasing taken 
together has crossed Rs,600 cr. While 
retaining the premier position in hire 
purchase, your Company has now achieved 
the distinction of standing first among private 
sector finance companies in terms of lease 
receivables also. 

In the area of deposit mobilisation, your " 
Company registered another Impressive ; 
performance by mobilising fresh deposits in 
excess of Rs 48 cr. This was achieved despite 
extremely difficult conditions accentuated 
by an unusually heavy outflow of personal - 
savings into mutual funds'and into the stock : 
markets during the year. 

In spite of the double squeeze stemming from 
sharply higher funding costs on the one hand, ■ 
and the need to adopt competitive pricing 
policies on the other, your Company's / 
profitability has maintained its growth. . 


Account. 

Your Company's published Net Worth, 
accordingly, stands at Rs.65.40 cr., making 
It the highest capitalised 'private sector 
finance company in the country. 

Economic Scene 

The reform measures initiated by the present 
Government, soon after assuming office 
last year, to remedy macro-economic 
imbalances and enhance competitive 
efficiency, would seem to have achieved the 
Immediate objectives. Thanks to these 
measures which I had -welcomed last year, 
the economy is in a much stronger position 
right now with externa^ reserves exceeding 
IISS 6 billion - d record figure. However, much 
more needs to be done, particularly in the 
area of bringing down the rate of inflation, 
and in stepping up Industrial and agri 
cultural output as weH as exports. With 
continued political stability and a fairly 
normal monsoon. It Is to be hoped that the 
longer term objectives will also be achieved 
and the economy put back on a sound 
footing with a higher growth rate as 
envisaged In the Eighth Plan document. The 
banking system has recorded a good Inflow 
of deposits during the first quarter of the 
: current year, notwithstanding the securities 
scam. I sincerely hope that adequate credit 
would be made available to productive 
sectors of the economy by the banking 
-..system. In particular, the road transport 
: sector, including ccrr.pcr.los like yours which 
continue to play a significant role In assisting 
this vllally important sector, should get their 
due share of credit allocation. 


. The gross profit almost touched Rs.50 cr. — 4 .“ nn/n ruumrc In Tuf 
a new landmark Profit after tax has crossed 1 
- Rs. 15 cr, Your Directors have, therefore, || rINANClAl MARKETS 
' recommended an enhanced dividend of % The recent sudden rise and fall in the country ! 
ti 30% on the paid-up capital of Rs. 12 cr. H financial markets as a result of alleged wrong 








y being studied, taking into account the larger 
interests of the industry and the safety of the 
'C funds of depositors, 

I may mention, in this connection, that not 
V-a single hire purchase company engaged 
,, mainly in financing the road transport - 
doings on the part of several stock brokers. y industry, has failed in the last 20 years. I would 
and dealers in securities has resulted In a plead for special weightage to be given to , 
major jolt to the country's financial and t - hire purchase companies engaged primarily . 
oonking system. It is also likely that a number . in financing the road transport industry, both : 


I bf small investors would be badly affected, 
thus shaking their confidence in the capital 
markets However, the quick and decisive 
steps taken by the Reserve Bank Governor, 
in consultation with the Hon die Finance , 
Minister, has prevented what could have 
been a major crisis threatening the very 
stability of the financial system. It is my 
earnest hope that the corrective steps 
already initiated by the Reserve Bank would 
restore public confidence in the basic 
strength and viability of the country's financial 
and banking system and effectively plug the 
loopholes in the system. At any rate, the 
process of liberalisation and deregulation 
that has been initiated should not be slowed 
down What is necessary Is to build In 1 
a system of checks and balances and to arm-, 
regulatory bodies like RBI and SEBI with 
effective powers for regulation it is a matter 
of regret that a few finance companies are 
reported to have been involved In some of the 
alleged Irregularities. In this context, It It 
a cause tor tatlstaciton that your Company, 
which has always refrained from engaging 
in speculative transactions, remains 
unaffected. 

Hole And Regulation 
Of Finance Companies 

Following the recommendations made by 
the Narasimham Committee appointed by 
the Government in August last year, the . 
Resen/e Bank has constituted a Working 
Group on Financial Companies under the 
Chairmanship of Dr. A. C. Shah, Chairman 


in the matter of mobilising public deposits and 
towards credit allocation from the banking 
system There is also a need for Imposing 
' appropriate entry barriers as well as a set of 
.’ reasonable and practical norms governing 
' accounting principles, capital adequacy 

- and transparency in accounts for all non- 

- banking finance companies accepting 
. public deposits. I am sure that the Working 

Group would go into these aspects and come 
up with suitable recommendations in line with 
the objectives before the Group 

Road Transport Industry 

In the last two years, the off-take of medium 
. and heavy commercial vehicles has been 
somewhat sluggish but, since April 1992, this 
has regressed Into a steep decline The sharp 
and frequent increases in the price of new 
vehicles coupled with rising operating costs 
and unremunerative freight charges can be 
said to be the main reasons for this trend. 
Finding their margins under increasing strain, 
transport operators are putting off the 
purchase of new vehicles. The recent 
reduction in excise duty on LCVs needs to 
be extended across the board. If. in addition, 
the economy resumes its upward momentum, 
the buoyancy in commercial vehicle sales 
witnessed In the late '80s could recur to the 
benefit of all concerned In this context, 

I would once again make a strong appeal for 
the abolition of levies like ocfroi and pafhkar 
throughout the country. Apart from seriously 
hampering vehicle movement, octroi results 
in a tremendous wastage of precious fuel 
and loss of scarce foreign exchange. Some 
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tank of Boroda, to make a comprehensive state ^^,5 hQ ve already refrained 
rev«w of the sef-up. role and regulation o . from _ Qr have aboljsh0d _ 0Ctr01 

nanrtsanWng finance companies - the first , would st ” ngV urge the other State 

,he - ? Governments to fall in tine by replacing this 

by to? Kfl Sta T° 197 a ^ with a more benevolent and acceptable form 
The terms of reference of fhls Working Group k a 

hove been drawn up keeping In view the The need for Improvement of road conditions 
t>®eO for enhancing the financial strength fe and extending the road network Is yet another 
ahd slabiHly of non-banking finance & point I have been advocating. The outlay 
companies through a process of self- ££< for roads In the Central sector during the 
regulation, the underlying objective being 1? Eighth Plan at Rs.2600 cr would be barely 
to ensure the safety of depositors' funds. Inadequate for completing on-going works, 
h response to a questionnaire sent by If The Union and Stale Government should 
me Working Group, your Company has M spend 75% of the revenues derived directly 
submitted detailed comments and $|from road transport as taxes and duties on the 
1 suggestions oh the various Important Issues If construction and maintenance of roads. 


^Business Prospects 

With better availability of credll from banks 
‘ 7 and financial institutions during the current 

■ year and the expected increase in Industrial 
, and agricultural output, your Company 

. hopes to write a larger volume of hire 
... purchase and leasing business 

The lifting ot import curbs and other 
' - liberalisation measures initiated by the 

■ Government should help increase your 
, Company's leasing business But the 

imposition ot sales tax on lease rentals has 
been having a dampening effect This 
concept was intended originally to bring 
: only the leasing/renting of films within the 
ambit of sales tax in the event, the original 
aim has been modified and the leasing 
industry, engaged in financing plant and 

■ machinery, has been hit with this levy. Some 
State Governments have already exempted 
lease transactions from the levy of lease 
tax wherever the concerned assets have 

, already suffered single point sales tax within 
the State. I would strongly plead that other 
State Governments should also follow suit In 
the larger Interests of capital formation. In 
the first 4 months of the current financial year, 
your company has written hire purchase 
business of Rs88 67 cr and leasing of 
Rs1170 cr as against Rs 83 84 cr and 
Rs 7 11 cr respectively in the previous year 

Subsidiaries 

Your subsidiary Company. M/s India 
Equipment Leasing Limited, has performed 
satisfactorily during the year under review 
and earned a gross profit ot Rs 281.65 lakhs 
as against Rs263 53 lakhs in the previous 
year. After providing u higher sum for 
depreciation and taxation, profit after tax 
amounted to Rs 57 22 lakhs A higher 
dividend of 15% is being paid on the 
enhanced capital of Rs 3 cr for the financial 
year ended 31st March 1992 

Your Company's other subsidiary, 
M/s Sundaram Finance Services Limited, 
commenced operations in January 1992 The 
company, in which the General Insurance 
. Corporation of India and its subsidiaries have 
a 35% stake and State Bank of Mysore a 14% 
stake, earned a gross profit of Rs. 1 15 lakhs 
and profit after tax ot Rs 54 000 foi the year 
ended 31sf March 1992 
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Ominous Portends from Jammu 

Balny Puri 


The unrealised regional aspirations of the people of Jammu have 
played a significant role in the evolution of the Kashmir problem. 
And now Jammu’s security and identity are being seriously 
threatened by militancy, communalism and criminalisation. 


ONE serious weakness of Kashmir studies 
and the official Kashmir policy is the 
neglect of the impact on the valley of 
developments in Jammu, which was the 
most populous region of the state before 
1947 and now comprises over 45 per cent 
of its population. 

In fact the Kashmir problem owes its 
origin largely to the unresolved problem 
of Jammu. As its urge for identity and 
autonomy within the state remained 
unrecognised and unfulfilled, its vocal sec¬ 
tions opposed a similar urge of Kashmir 
within the Indian union. Jammu’s discon¬ 
tent against the dominant Kashmiri 
leadership was often used by New Delhi 
to force the pace of constitutional integra¬ 
tion of the state with the union and to 
impose a government of its choice on the 
state, causing resentment and alienation 
in the valley. 

Now Jammu’s security, identity and 
peace are being seriously threatened from 
the closely related and mutually comple¬ 
mentary triple phenomena of militancy, 
communalism and criminalisation. The 
spurt in militant activity in the region in 
August last, mainly in its Doda district, 
and occasional turbulence elsewhere 
understandably caused alarm. But those 
who tried to create an atmosphere of fear, 
panic, suspicion and communal hatred 
misdirected the energy and attention of 
the people and weakened the home front 
against a threat supported by a foreign 
power. 

A healthy criticism of inadequacies of 
the security measures and a discussion on 
objectives, priorities and implications of 
a security policy are certainly useful. But 
if an impression is created that the state 
governor flew 10 Doda and the security 
effort was toned up in response to an 
agitation in Jammu in the last week of 
August, it would tempt political parties to 
seek political mileage out of every threat 
to national security and to decide sensitive 
issues of security strategy in the streets. 
Unfortunately a many acts of omission 
and commission of the government con¬ 
firm the popular impression that it either 
does not function or functions under 
pressure. 

After Kashmir valley, it is now Jammu’s 
turn where the whole system shows symp¬ 
toms of paralysis, reflected in the un¬ 


precedented heights to which crime and 
corruption have reached. The state is 
withering away leading to what may be 
called privatisation of law and order, 
justice and punishment. 

People are losing faith in the institu¬ 
tions of the state for settlement of their 
disputes. Instead of knocking on the 
doors of the police and the courts, many 
tend to take the law into their own hands 
and get involved in a chain of punishment 
and revenge with their adversaries. Nor is 
there much respect left for the authority 
of the state. From minor traditional 
crimes to robbery, kidnapping, stabbing, 
shoot-outs and murders committed in 
broad daylight are offering increasing op¬ 
portunities of gainful employment. Not 
all crimes are registered. Many are willing 
to buy security by paying ransom or 
regular hafta. In many cases, law and 
order agencies connive and in some cases 
are indistinguishable from criminal gangs. 

Is the picture overdrawn? If present 
trends are allowed to continue, it would 
soon appear to be an understatement. 

In another sense, the picture is only half 
drawn. It is not the individuals or the 
groups of individuals who tend to take law 
into their own hands. More ominously 
leaders of political outfits, who comprise 
the official list of respectable citizens, have 
not lagged behind. On August 21, seven 
alleged cattle smugglers were charged, 
convicted and punished in Jammu city not 
by professional criminals but by a political 
group which acted as the police prose¬ 
cutors, judges and executioners. What fur¬ 
ther proof is needed of the total paralysis 
of the administration than the fact that 
right in front of the police headquarters 
and in full view of its senior officers, the 
suspected criminals were tied to lamp 
posts, heads shaven, stripped naked, mer¬ 
cilessly beaten by the incited mob and 
sentenced to imprisonment in a private jail 
till entreaties of the authorities for their 
release were accepted. 

Worse still, the group that left the 
prescribed route of the Janmashtami pro¬ 
cession the same day to chase and attack 
the Muharam procession, unchecked by 
the police, did not have even this excuse, 
except to establish the doctrine that every 
Muslim is responsible for the crimes of 


punished. Again, it was not the job of 
professional criminals, but ideologically 
motivated youth. 

The logic of the ideology extends fur¬ 
ther, when communalism assumes a 
fascist form. Its targets now are members 
of one’s own community who defy or do 
not conform. The Janata Dal leader and 
a leading lawyer, Sham Sunder Anand 
Lehar’s house was ransacked as he is alleg¬ 
ed to have filed a bail application on 
behalf of those who were arrested for the 
crimes of August 21, while their party 
wanted their unconditional release. He 
denies the charge The point is not whether 
the allegation is correct. The crucial issue 
is whether a political group has a licence 
to administer punishment to a person with 
whom it disagrees. And what was the fault 
of his wife who was assaulted? Can a 
community in which non-conformism 
and women are not respected survive as 
a civilised community? 

The picture is yet incomplete. Where 
would the tendencies towards communal 
hatred, fascism, brutalisation of society, 
criminalisation and lumpenisation or 
politics and politicisation of criminals and 
lumpens lead to? Are they not in confor¬ 
mity with the objectives of the militants 
in Jammu region? 

The obvious outcome of the enhanced 
militant activity in the Muslim majority 
parts of Jammu and of the enhanced 
Hindu communal activity in its Hindu 
majority pans would be a splitting of the 
region aIong,communal lines. 

This is precisely the proposal that some 
Americans have been trying to sell to 
India and Pakistan. The leading India 
expert of America, Selling Harrison 
proposes: 

As the first step towards a solution of the 
Kashmir dispute, India would have to split 
the state, integrating most of Jammu and 
Ladakh with the Indian Union while giving 
special status to a new Mate in which the 
valley would be united with the sizeable 
Muslim pockets in Jammu and Ladakh. 
Harrison’s first step suits Pakistan as 
sentiments of Kashmlriat and the urges of 
all other ethnic identities—which the 
Pakistani system finds unable to accom¬ 
modate—would be submerged under 
Muslim communal sentiments in a con¬ 
solidated bloc of Muslim areas and com¬ 
munities which will have a natural ideo¬ 
logical affinity with Pakistan. It would 
suit a party like the BJP as communahsa- 
tion of the state and the inevitable exten¬ 
sion of the process to the rest of the coun¬ 
try would considerably shorten the dis¬ 
tance between it and the throne of Delhi. 

The obvious convergence of interest 
between Muslim militants, Hindu mili¬ 
tants and the American export does not 


any other Muslim and deserves to be necessarily establish a 




of • foreign 
game. I would also like to believe that the 
youth who were exploited and used for 
disturbing peace in Jammu were ignorant 
of the implications of what they were 
doing and would respond to the call of 
patriotism. 

Similarly, the most charitable explana¬ 
tion of the role of the administration 
would be that it collapsed in the face of 
the critfs on August 21. Perhaps it was a 
realisation of this fact by the government 
that led to the transfer of saiior police of¬ 
ficers of the region. A deeper probe may 
be necessary to ensure that the administra¬ 
tion becomes neither a witting nor an un¬ 
witting instrument of any foreign political 
game. Similar effort is needed at the 
political level to promote communal 
harmony. 

The Pradesh Congress(I) president 
Ghularo Rasool Kar’s initiative in uniting 
ail secular forces was endorsed by almost 
all-parties other than the BJP and its 
allies. But it would have been more effec¬ 
tive if the parallel faction of the party 
joined him, under his or other commonly 
accepted leadership, and if his Jammu col¬ 
leagues who according to his own admis¬ 
sion did not rise to the desired level in 
meeting the challenge of communalism, 
had also taken an unambiguous stand on 
the issue. 

Moreover, any front that does not ap¬ 
preciate the legitimate regional aspirations 
of Jammu would be handicapped in getting 
popular support against the communal 
threat. Kar seems unclear on the subject 
as is indicated by his suggestion that his 
party would hire the services of retired 
judges to study Jammu’s complaint of 
discrimination. For, a consideration of the 
people’s aspirations is a political and not 
a judicial issue^The institutional and con¬ 
stitutional means to satisfy them must be 
discussed at a political level by the 
representatives of all regions and com¬ 
munities of the state, keeping in view the 
conclusions of earlier exercises and the 
commitment of national and state leaders 
on the subject. 

(Car's confusion is further reflected in 
his statement that things would have been 
different in respect of regional aspirations 
of Jammu if the then Jana Sangh had not 
boycotted the state constituent assembly. 
By implication he concedes that the Sangh 
represented aspirations of the region. 

Almost all ruling Kashmiri leaden have 
pre fe rred to deal with Jammu through the 
BJP or its earlier incarnations, sharing 
some benefits and giving it official recog¬ 
nition. Firstly, because it continued to 
strongly oppose the demand for regional 
autonomy to which Kashmiri leaders, 
though formally committed, were reluc- 
tam to concede Thus the BJP confined 
Flindtt discontent in two or three consti- 
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Out of 32 seats in the region. Secondly, the 
BJP in opposition helped them to rule 
over communally divided Jammu where 
the non-Hindu population exceeds 40 per 
cent and the 18 per cent scheduled castes 
population is also immune to its influence 
Thirdly, there is genuine ignorance not 
only in Kashmir but in the rest of the 
country about the demographic composi¬ 
tion of the region. It is treated more as 
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Muslim urges are often emphasised at the 
cost of their Kashmiri aspect w 

The communal threat in Jammu can 
best be tackled by strengthening its 
regional identity. Likewise, preserving 
Jammu’s identity cannot be done without 
promoting communal harmony. No head¬ 
way in solving the Kashmir problem can 
be made if Jammu remains disturbed, 
frustrated and communally divided. 


The State, Temples and Sai Baba 

Kancha Uaiah 


President Shankar Dayal Sharma and prime minister Narasimha 
Rao have both claimed to be opposed to bigotry and 
fundamentalism. But by words and deeds they are making a 
mockery of the historic struggles fought to establish the 
supremacy of the political head over religious heads. 


THE debate on the relationship between the 
church and the state goes back to the 16th 
century in Europe. During the TUdor period 
in England, Henry VIII disobeyed the dic¬ 
tum of the papal authority and decided on 
a second marriage. The papal authority 
quickly decided to take action against him. 
But Henry VUI took the papal authority by 
surprise, passing a decree that all the chur¬ 
ches of England henceforth would function 
under the supreme authority of the political 
ruler. 1 The English churches had no choice 
but to obey the monarchical decree. This 
could happen because the state authority 
was in transition from feudal fundamen¬ 
talism to capitalist secularism. This action 
of Henry VUI invoked a debate, and of 
course, in the period of general reforms of 
Martin Luther, this action found a justi¬ 
fication from the reformers as well as 
monarchists. 2 " 

In theoretical discourse, Machiavelli, the 
much maligned political thinker of Italy 
separated politics from religion, and asserted 
that religious morality is immoral when 
looked at from the point of view of the new 
state and politics. He, therefore, asserted that 
politics must be in command of every af¬ 
fair of the nation state. 2 Thus the 
Machiavellian ‘prince 1 became an all power¬ 
ful ruler, establishing an hegemonic control 
over the religious institutions. With Bodin 
writing his classic, Republic the debate took 
definite shape Bodin created the political 
sovereign “out of the limbo of theology” 4 
and this gradually led to the emergence of 
the Hobbesian Leviathan. The 1688 
bloodless revolution of England, the 1776 
American War of Independence and the 
1789 French Revolution added teeth to 
political power as against the religious in¬ 
stitutions of respective countries, and at the 
same time, these revolutions deconstructed 
the ‘Leviathan’ and created plural but 
sovereign presidential and parliamentary 
democracies. What the 1917 socialist revolu¬ 


tion did to religion in former Soviet Union 
is too well known to be commented upon. 
After these revolutions, never again did 
religious institutions and the priestly class 
claim supremacy or autonomy, from the 
political authority in the west. 

When India adopted a sovereign, secular 
democratic (later socialist) Constitution, it 
suo motu imbibed the principles of 
secularism that were established through the 
struggles in the west, and that was one of 
the reasons why the word secularism found 
a prominent place in the preamble of the 
Constitution. But surprisingly, the present 
president, Shankar Dayal Sharma, and 
prime minister P V Narasimha Rao, seem 
to be making a mockery of the historic 
struggles for supremacy of the political head 
over priests and temples. It appears as 
though, for both the president and the prime 
minister, history is non existant entity and 
they are more bothered about the heavenly 
seat that a priest and a baba can promise, 
rather than the seats that they are occupy¬ 
ing at the fag end of their lives. 

Both Sharma and Rao claim to be. 
opposed to bigotry and fundamentalism, but 
by words and deeds they arc paving the way 
for the establishment of the Hindu state 
Henry VIII, Martin Luther, Machiavelli 
in the West, or their own senior most 
predecessor. Jawaharlal Nehru, with whom 
they claim a personal relationship as part¬ 
ners in the freedom struggle who did not 
compromise at least on the question of 
secularism appear to them as agnostic im¬ 
moral*. While leading the Congress camp, 
they are perhaps the best friends of the BJP. 

I shall analyse three occurrences that took 
place in the recent past where the president 
and the prime minister themselves were the 
main actors. These incidents call for a 
national debate because their implications 
will have ramifications for the Indian state 
and society. 

On August 29 the prime minister, 



P V Narasimha Rao, inaugurated in hi* of¬ 
ficial capacity the Rs 4-crore private Kalyana 
Mandapam constructed by the Satya Sai 
Trust at Hyderabad. What the prime 
minister, the governor of Andhra Pradesh, 
the chief minister and in fact the entire state 
machinery including judges, top civil ser¬ 
vants and police officials did there, needs 
serious attention. On September 27 when 
Sai Baba, a self-proclaimed godman-cum- 
tantric, landed at Begumpet airport in his 
private aiirraft, he was, to all events and pur¬ 
poses, accorded the status of governor, and 
a police convoy was provided to him all 
through his stay at Hyderabad. This was the 
first time, Sai Baba was given such facilities 
because the prime minister himself was at 
the beck and call of this godman. On the 
evening of September 27, the governor, 
Krishna Kanth (supposed to be a socialist) 
the Andhra Pradesh chief minister, the 
Rajasthan governor, Chenna Reddy, the 
director general of police and some military 
officers went to get a ‘darshan’ of Sai Baba 
at his private residence, ‘Shivam’. 5 From 
September 27 to 30 the whole of Hyderabad 
city was subject to complicated traffic 
regulations. 

But more important for our purpose is 
what happened after the prime minister 
reached Hyderabad. Many things must have 
lateen place between the PM and Sai Baba 
behind the scenes, but three things that took 
jlace in public really call for national con- 
tern. During the inauguration Sai Baba sat 
m a high crowned seat, with the prime 
ninister and the home minister (who also 
ittended the function) siting on his right and 
eft respectively on ordinary chairs, lb the 
ight of the PM were the AP governor, the 
tate chief minister and others, lb the left 
if the home minister were the speaker of the 
jok Sabha, the Rajasthan governor and the 
iarnaiaka chief minister, etc. The seating ar- 
angement was such that the P M and of 
nurse, the rest looked insignificant before 
Sai Baba. The colour photographs publish¬ 
'd in Ttlugu dailies of September 30 brought 
iut the real contrast, and the prime 
ninister’s office was made insignificant 
lefore the godmen. Second, the prime 
nimster’s entire speech was devoted to 
eeking the blessings of Sai Baba. He 
ileaded for the Sai Baba's blessings to help 
•eople who were being ‘instigated and 
wayed’, and pleaded with him to control the 
orces of 'disintegration and disunity'.* The 
hird aspect was the worst of all. In full 
lublic view the prime minister fell at the feet 
if Sai Baba. With the prime minister pro- 
trating before the baba, the rest, present on 
he dais, followed suit. For those who heard 
>nd read about it, it appeared as though the 
ntire Indian state was placed at the feet of 
in ordinary citizen, simply because he 
ledared himself to be a godman. 

The second incident concerns the 
tehaviour of the 'meritorious' president 
ihankar Dayal Sharma. Ever since he was 
lee ted president of the republic, he has been 
ussy visiting temples, ‘samadhis’, tombs, 
mtndapams', etc The president’s first act 


gturrbu ewcitwiao 
Tirupathi where he shaved his Iwad, 
in front of the ‘murthi* and the nricMs. As 


long as he was in Tirupathi, the Tirupathi 
and Tirumala (hill town) towns were out of 
bounds for ordinary people. Even worse, he 
shaved his head in full public view, remov¬ 
ed his upper garments and rolled on the 
ground to please the gods and priests. He 
too rushed to Puttaparthy to receive Sai 
Baba’s blessings. All this happens without 
any regard for the office of the president, 
without any regard to the state machinery 
that moves along with him. The president 
does not appear to be aware of the fact that 
he is the first citizen of this country com¬ 
mander of the armed forces and also the 
chief dignitary of the state and society. 

The third occurrence is more serious and 
raises more fundamental questions with 
regard to the state, temple and the priest’s 
relationship, authority and autonomy. 
From around January or so. Viswa Hindu 
Parishad activists and Hindu sanyasis had 
carried on the illegal construction of the 
Ram temple displacing the Babri Masjid bit 
by bit. Time and again the issue has been 
raised in parliament and outside by opposi¬ 
tion parties and appeals were issued to stop, 
the illegal construction. The government did 
nothing to slop it because the Uttar Pradesh 
government was refusing to co-operate and 
even refused to divulge the necessary infor¬ 
mation with regard to the construction. The 
construction was challenged in the Uttar 
Pradesh High Court and a similar petition 
was also filed in the Supreme Court. The 
Uttar Pradesh High Court gave an interim 
judgment staying the construction work. But 
the state chief minister went on record to say 
that “Sanyasis are involved in the construc¬ 
tion work and hence the state government 
cannot take legal steps to stop the work”. 
The matter was left to the centre. Of course, 
the whole of the central cabinet left the 
responsibility on the prime minister who 
invited the sanyasi-leaders, involved in the 
illegal construction work and held cere¬ 
monial talks sitting on the floor in a man¬ 
ner that pleased them, and spoke in a 
language (Sanskrit) that appealed to them 
as divine. 7 The final outcome of the 
ceremonial discussions was that the sanyasis 
themselves gave three months time to the 
prime minister to resolve the issue, otherwise, 
they said that they would resume the con¬ 
struction work again. The manner in which 
the prime minister handled the issue may be 
summed up as follows: (1) The sanyasis are 
Hindu religious priests, therefore, even if 
they do illegal work they should not be 
arrested. (2) The illegal construction involves 
a temple, therefore, even the court order 
needs to be implemented with the consent 
of the priests themselves. (3) A chief minister 
who publicly declares that he cannot execute 
the high court order because sanyasis are in¬ 
volved in it should not be seen as violator 
of the Constitution (the Ugh court is a con¬ 
stitutional body). (4) The prime minister in¬ 
stead of viewing all these developments as 
threats to the legal and constitutional 


1 method ofgppf«fof tnellwi^ppjpl 
because they happen to be Hindu sanyasis. 
lb do this, he uses his own caste-cultural 
background and instead of commanding the 
law violators, be himself gets ordered to set¬ 
tle the issue within three months. 

What are the implications of these hap¬ 
penings? Let us take up the implications of 
the public behaviour of the president and 
prime minister with the priests and babas. 
Can the president and prime minister who 
take their oath in the name of a secular 
Constitution, without any regard to pro¬ 
tocol, dignity of the chairs they hold, involve 
themeselves in such brazen ictivity of 
touching the feet of a baba or a priest and 
sit in a lower position? What is the status 
of Sai Baba vis-a-vis the state—particularly 
the president and prime minister? Sai Baba 
is a private citizen. While falling at his feet 
Narasimha Rao, in fact, surrendered the 
prime ministership to him and humiliated 
the PM's office. One justification of such 
behaviour of the president, prime minister 
is that it is a question of personal belief and 
an individual’s habit and hence it should not 
be identified with the offices they hold. 
Before one extends such an argument one 
must be aware of the fact that there is hardly 
any private life to individuals who hold the 
offices of president, prime minister; gover¬ 
nor and chief minister. The president and 
prime minister are more significant posts 
than any other in the country because the 
utterances and actions of persons in these 
posts get the attention of the whole nation. 
What they do and what they say is bound 
to influence people in the country, therefore; 
their public and private practices must be 
under the scrutiny of the nation. Secondly, 
the religious and sexual habits, beliefs of a 
person who holds offices like that of presi¬ 
dent or prime minister should not be 
equated with one's habits like wearing a par¬ 
ticular type of dress, eating, eta Both 
religious morality and sexual morality of 
such persons must be within the broad ac¬ 
ceptance of the national psyche. For exam¬ 
ple how a president behaves with his wife 
in private may not be a national concern so 
long as she herself does not make it an issue 
But if the president or prime minister 
becomes bigamous after assuming the of¬ 
fice, he forfeits the right to continue in the 
office: Similarly if an individual holding the 
president’s or prime minister's office per¬ 
forms ‘pooja’ within the four walls of his 
home in a dignified manner, it may not 
become a public ‘moral’ question. But if this 
is done in public, the state machinery is at 
times forced to do what the president or the 
prime minister does. Involving the state 
machinery in one particular rdigjous activity 
in a country of many religions is a serious 
threat to secularism. When Shankar Dayal 
Sharma or P V Narasimha Rao touches the 
feet of priests or babas when they are out 
of office, the nation and state machinery do 
not bother about it and it does not become 
such a national event Not ontyb what per¬ 
sons holding such state positions do jmpor- 



tut felt how they do it as well, for exam¬ 
ple, there it lot of difference between shak¬ 
ing hands and touching the feet. The former 
expresses an attitude of practising equality 
and the latter expresses surrender to the one 
whose feet are being touched. We, therefore; 
do not mind the president or prime minister 
shaking hands with any citizen, but certainly 
hate it when they touch the feet of citizens, 
irrespective of their status. 

Leave alone the debate that went on the 
public, private morality of the highest state 
functionaries in the west, within our own 
nation the PM and the president have faced 
tensions because of these issues. Jawaharlal 
Nehru and Rajendra Prasad publicly dis¬ 
agreed on the question. Nehru raised a 
serious objection when Rajendra Prasad 
wanted to participate in the re-construction 
of Somanath Ifemple, and also when he 
wanted to visit Bcnaras and touch the feet 
of priests. He even raised an objection to 
Prasad’s observance of ‘Shraddha’.* Nehru’s 
objection was that as the president who has 
to safeguard the secular Constitution of the 
country, he could involve himself in public 
functions which clearly expressed his com- 
, mitment to one particular religion. Rajendra 
Prasad and Sardar Patel were committed 
to Hinduism and wanted to associate 
themselves with Hindu functions in a visi¬ 
ble way. Whereas Nehru was trying to main¬ 
tain equidistance to all religious functions. 
However, even at that time the question’of 
state versus temple was not categorically pos¬ 
ed and debated. 

Subsequent presidents and prime 
ministers operated in multi-dimcnsiona! 
ways, but the situation was never as bad as 
it is today, because both the president and 
prime minister while claiming to oppose the 
Hindu communal politics, are in actual prac¬ 
tice indulging in more degenerate personal 
beliefs, which I am sure many BJP leaders 
themselves do not approve. Of course, we 
have not yet heard much about the opinion 
of the BJP leaders and their intellectuals, on 
godmen like Sai Baba, Chandraswamy and 
others. But certainly the behaviour of the 
present president and the prime minister cer¬ 
tainly involves the dignity of the office they 
hold. If the democratic state forsakes its 
political supremacy and begins to send the 
signals that the priests and babas arc 
superior to the president and the prime 
minister and if this gets into the psyche of 
the priests and babas and the people, H 
certainly endangers the secular fabric of the 
Constitution. 

Perhaps what is more dangerous is the 
way the centre and the state governments 
handled the sanyasis who refused to respect 
the court order. In this case it is the prime 
minister’s actions even more than the chief 
minister’s which calls for a debate. It was a 
tactical move on the part of the UP chief 
minister who believes in the Hindu theo¬ 
cratic state. But the prime minister in the 
garb of consensus politics has given a go¬ 
by to the court order, to the constitutional 
position of the office, and the law violators 
were given the status of state dignitaries 


because they were Hindu priests and 
sanyasis. In many ways such an action 
recognised the supremacy of the sanyasis. 
The press and the intelligentsia, instead of 
opposing such a political process are en¬ 
couraging them. The problem of the tem¬ 
ple has already been projected as a sensitive, 
critical problem and hence it is said, the 
approach, needs to be one of appeasement 
rather than confrontational. Ihe national 
press had created monsters out of Mulayam 
Singh and Laloo Prasad Yadav who opted 
for confrontational approach. In the process 
nobody is bothered about what is happen¬ 
ing to the very principle of the state being 
supreme over temple, the principle of secu¬ 
larism being more valuable than religious 
sentiments and beliefs of certain people. 

All this is happening at a time when the 
BJP is putting the question of belief above 
the law, the Constitution, the courts and the 
parliament. It is being aided and abetted by 
the practices of the president and the prime 
minister. Democratic institutions have grown 
by sharpening the scientific temper of peo¬ 
ple. Undermining the scientific temper by 
surrendering to babas, priests, and temples 

UTTAR PRADESH 


ACCORDING to an official estimate 28 
harijans were killed in UP between July 
and January last year, which makes for 
more than one harijan being killed in a 
week. But even this is a gross under¬ 
estimate of the extent of rural violence in 
UP in many ways. First, it does not 
include the communal violence which in 
UP has affected the rural poor more than 
most others. It also glosses over numerous 
instances of harijans being maimed and 
mutilated but not killed, which usually go 
unrecorded and unnoticed. Further, and 
perhaps more importantly, it fails to 
reflect the constant threats mounted on 
the rural poor by the landlord-criminal 
combine to keep the former numb in fear. 

With the coming of the Bharatiya 
Janata Party (BJP), this landlord-criminal 
combine has escalated its reign of terror. 
Even the most innocuous attempts by the 
poorer sections of society to have their 
own organisation to push through official 
reform programmes meant for them have 
invited retribution from the landowning 
community. 

In the Naraona Pataora region in Kakori 
thana near Lucknow, Arbind Kumar 
Bajpai, a scion of an old zamindar family, 
lotds it over everybody and everything. He 
owns more than 40 acres of land, acquired 


will have dangerous consequences to our 
state and society. Each invoKement of the 
president and the prime minister in such 
practices will only strengthen the communal 
forces of all religions. 
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through confiscation of village common 
land, manipulating land records and 
chicanery. This village also has a gram 
sabha, under Bajpai's thumb, which has 
helped him to legitimise his accumulation 
and ensure his dominance in the village. 
Pitted against it is the Gram Uthhan 
Samiti (Village Development Society), 
created some years back by local people 
in the region under the inspiration of 
Santpal to contain Arbind Bajpai and his 
hatchetmen. This created a conflict situa¬ 
tion in Naraona Pataora region. And 
Santpal, the society’s young operative, 
became the target of Arbind Bajpai's 
hitmen. 

On July 27 last the village folk of 
Naraona Pataora region met in Pataora 
village to discuss problems of land distri¬ 
bution and the activities of Arbind Bajpai. 
The following day, after a meeting when 
villagers in Naraona were campaigning for 
immediate distribution of cultivable land 
in the village and also against Arvind 
Bajpai's depredation, Bajpai, his two 
brothers and his goons attacked them near 
Pootti Singh’s house Eyewitness accounts 
said that Gobind Bajpai, Arbind Bajpai's 
brother, shot Santpal a number of times, 
and killed him on the spot. Their goons 


Escalating Violence on Harijans 

Hiranmay Dhar 


With the coming to power of the BJP in the state, the landlord-police- 
criminal combine has unleashed a new reign of terror. Even the most 
innocuous attempts by the poor to press for the implementation 
of official reform programmes are being put down violently. 
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attacked Sambhu and Pootti Singh with 
swords and spears. Both later died in the 
hospital. 

Constable Avdesh actively supported 
the attackers. The villagers of Salempur 
Pataora reported that when on hearing the 
gunshots from Naraona they were pro¬ 
ceeding towards the village, Daroga 
Radheshyam stopped them near Gupha 
temple and threatened to open fire upon 
them if they proceeded further. The at¬ 
tackers then went to the Kakori thana and 
filed an FIR for dacoity against Santpal, 
Pootti Singh and their families and some 
of their relations. The Kakori thana of¬ 
fered them tea, accepted their FIR and 
rejected the FIR written by Hemraj, the 
brother of the deceased Sambhu and 
allowed the attackers to replace Hemraj’s 
FIR with their own. 

The Naraona incident is typical of 
occurrences in UP villages. On July 30 
another similar incident took place in 
Muskabad village, under Hasangunj 
thana, near Unnao city, only 50 km away 
from Lucknow. On that fateful morning 
Prem C'hand and his friend Ram Kisan, 
two harijan youths were fired upon by 
men owing allegiance to the village lord 
Rajpal Singh. When the frightened two 
took shelter inside their houses Rajpal 
Singh’s men set fire to the entire ‘basti’ 
forcing them to come out of their shelter. 
They then caught Prem Chand, cut his 
right hand and left leg and threw him into 
the fire. They beat up Ram Kisan mer¬ 
cilessly, shot him and then threw him also 
into the fire. Prem Chand died shouting 
for help, leaving behind two infants, a 
pregnant wife and an ailing father. He was 
a village lad and Ram Kisan, his friend, 
hailed from Barabanki district. Both used 
to ply rickshaws in Kanpur. They were 
frequent visitors to Muskabad village and 
during their visits they used to urge their 
fellow villagers to raise their voices against 
the misdeeds of Rajpal Singh which an¬ 
noyed him. Three days before that fateful 
July 30 when Prem Chand and Ram Kisan 
came to Muskabad, Rajpal Singh had 
terrorised Prem Chand for alleged theft 
of some boxes of mangoes. 

Terror now stalks Muskabad village. 
The villagers are silent. The village 
‘pradhan’, Puttanlal is Rajpal Singh’s 
friend. He left Muskabad village early on 
July 30 in Rajpal Singh’s tractor on the 
plea of calling the police, but returned 
only three hours after the carnage. On the 
promise of anonymity, the villagers have 
said that the police was actually waiting 
in nearby Gajpukar Nagar ’pulia’ (bridge) 
when the killings were going on and came 
to the village only afterwards. The police 
accepted only Rajpal Singh’s FIR which 
was received with great courtesy by the 
Unnao district police superintendent. The 
local MLA, Masta Ram is Rajpal Singh’s 
acquaintance which explains the silence 


that has now descended on Muskabad. 

The incident in Lakhanpur Patti, thana 
Kaiamgunj, in Farukhabad district, where 
five harijans were killed in August, 
presents a somewhat more complex pat¬ 
tern of rural violence in UP though it can 
certainly be linked with the other two in 
that this too was a conflict where the 
resourceless poor confronted a resourceful 
rich-police-bureaucrat combine. 

The police wants to wish away the 
Lakhanpur Patti incident as an inter¬ 
necine fight between two backward caste 
families. According to their version a 
villager Amar Singh, son of Jhabbu 
Singh, had developeda relationship with 
Sontara, daughter of Krishna Master and 
fled the village a few days before the in¬ 
cident of August 11, 1991. Insulted at this 
Master, his two brothers, Kishon Lai and 
Ram Sebak and some hired hoodlums, 
assaulted Jhabbu Singh on August II, 
1991, killing Baburam, Jhabbu Singh’s ail¬ 
ing and ageing elder brother who was 
hiding in the house. Jhabbu Singh and 
other family members escaped the attack 
as they had fled the house on hearing 
gunshots. 

This is the incident according to Jhab¬ 
bu Singh as per his FIR which the police 
accept and propagate. The police records, 
however, do not mention that before 
assaulting Jhabbu Singh’s house, the at¬ 
tackers also fell on the neighbour Guljari 
Lai killing five members of his family. 
Pressed on this point, the police see a 
possible involvement of Guljari Lai in 
Amar-Sontara affairs. Thirteen-year-old 
Sarla, one of the three surviving members 
in Guljari’s family, gives her own version 
of the incident which, however, has a dif¬ 
ferent tilt. Incidentally Sarla’ account has 
not recorded by the police 

According to Sarla, on August 11, when 
Krishna Master, his two brothers and his 
hired men entered their room at about II 
o’clock in the night, they were all sleep¬ 
ing. The attackers got hold of her father 
Guljari Lai and started beating him, while 
her ailing mother begged for mercy at the 
cost of anything including her own life. 
In the chaos Sarla managed to slip out. 
The next part of the story is narrated by 
her polio-crippled, limping brother, who 
also survived the carnage. According to 
him, the entire family was made to stand 
in a line and killed one by one. While he 
managed to escape in the chaos, his five- 
year old brother had hidden underneath 
the cot so avoiding detection. 

Master had not liked the possibility of 
his daughter (Sontara) marrying Amar 
Singh, whom he had brought up as his son 
in the family. In fact, insulted at this in¬ 
cident, he left the village and started living 
in Kaiamgunj a few kilometres away. Ac¬ 
cording to Guljari’s surviving daughter, 
Sarla sometimes before that fateful night 
(he village pradhan, Yadav and Master 


had threatened to kill Guljari unless he 
traced Master’s absconding daughter. 

The police has acted in a lackadaisical 
manner in this incident, if nothing else. 
The police records do not mention that 
Guljari Lai had Rs 15,000 (receivedina 
property deal which Master knew about) 
in his house that night; that there was a 
possibility of animosity between Guljari 
Lai and Master over a Rs 1 lakh indemnity 
received by Master on the death of his 
cousin in a motorcycle accident in which 
Guljari's son was also involved but 
escaped unhurt; that the village pradhan 
and Master had once threatened Guljari 
with dire consequence if he did not locate 
Master’s absconding daughter. Though 
the village is talking about all this and 
policemen in private admit to knowing the 
facts, official records make no mention of 
them. The police has remained content 
with the FIR lodged by Jhabbu Singh. 
They have not registered Sarla’s account. 
The police FIR has virtually exonerated 
the village pradhan Yadav and the case 
against Master has been made legally 
vulnerable. The police has not yet cared 
to find out why Master has wreaked 
vengeance primarily on Guljari Lai and 
not on Jhabbu Singh and his son Amar 
Singh though the immediate cause of the 
conflict, was the latter’s relationship with 
Sontara. The police has not apprehended 
Master and his men. From police sources 
it has been known that after (he incident 
that night Master went to his house at 
Kaiamgunj only three kilometres from the 
village, packed his bags and left for 
Farokhabad at about 3 am and from there 
to an unknown place. But no effort has 
been made to make any enquiries about 
Master’s movements. Further, Amar 
Singh and Sontara remain untraced. 
Meanwhile the village pradhan is doing 
his best to portray the incident as a quarrel 
between two yadav families, over a love 
affair and ‘badmaish’ Guljari Lai as an 
accomplice of Amar Singh. And when the 
influential and powerful Mastan Yadav 
speaks the villagers remain silent. 

In this situation how can Sarla and her 
crippled brother expect justice? Similarly 
placed are the families of Santpal Singh 
in Naraona village and Makka Singh in 
Muskabad village, whose son Prem 
Chand and his friend Ram Kisan were 
burnt alive 

Three things become clear from these 
incidents. First, even a murmur of protest 
against the powerful landed interests even 
for legitimate reasons isliipped in the bud. 
Second, in each case the process of eli¬ 
mination is ruthless and is aimed at 
terrorising the people This terror is an 
insurance against any future protests from 
the poor. Thirdly, the existence of the 
combined front of landed gentry, the 
nouveau riche, the local village police and 
bureaucrats needs to be recognised. 
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Towards a United Left in Bihar 


Krishna Chaitanya 


The fact that the left parties in Bihar have come together on the 
land question and have launched a united campaign is an 
indicator of the possibility of left unity at other political levels 
as well. 


THE left movement in Bihar has entered 
a new phase with the major left parties 
joining hands to launch land struggles 
throughout the state. They have ajjo form¬ 
ed a united front to fight for the cause of 
Jharkhand state. In the first phase of the 
united land struggles, the left parties have 
already launched a movement to free ceil¬ 
ing surplus land, government land and 
other common property resources (CPRs) 
such as grazing land, fishing ponds, etc, 
from the landlords. 

The decision to launch united land 
struggles follows several rounds of formal 
and informal meetings among represen¬ 
tatives of CPI, CP1(M), the Indian Peo¬ 
ple’s Front (IPF), Maoist Communist 
Centre (MCC), Forward Bloc (FB), MCP1 
and SUC1. The initiative for launching 
land struggles unitedly was taken by the 
CPI and the IPF. Representatives of the 
two parties and the peasant bodies met in 
the last week of June and issued a joint 
statement announcing their resolve to 
launch land struggles unitedly. They will 
be meeting again soon to discuss further 
modalities of the struggle and the amend¬ 
ment of land reform laws. A state level 
conference of these parties, which will be 
the first step towards constituting a left 
front in the state is also in the offing. 

Though the leftist parties have often 
joined hands on issues likecommunalism 
and imperialists-inspired economic 
reforms introduced since the mid-1980s, 
it is for the Fust time since the land libera¬ 
tion movement of 1970, that the leftist 
parties have come together on a funda¬ 
mental issue like land reforms. This not 
only has the potential of breaking the 
stanglehold of semi-feudalism and giving 
a leftward shift to the political economy 
of the state but it may well lead to a unity 
of left at the national level. 

Despite their near similar approach on 
communalism and economic policies 
there has never been complete unity 
among the leftist parties in the state. On 
the contrary they have often indulged in 
internecine battles and have been working 
at cross purposes. Thus the CPI and the 
CPI(M) on the one hand and the IPF on 
the other have often accused one another 
of participating in the various massacres 
in central Bihar. Even on the question of 


fighting elections there has never been 
complete alliance among the left parties. 

Despite the proven fact that an alliance 
among the leftist parties would lead to 
substantial enhancement in their presence 
in the Vidhan Sabha and Lok Sabha, they 
have been setting candidates against one 
another and thus gifting seats to the Con- 
gress(I) and the BJP. For instance, in the 
1989 Lok Sabah elections Patna and 
Hazaribagh seats were won by the BJP 
and that of Nalanda by the Congress(l) 
only because of a split in left votes bet¬ 
ween CPI and IPF. At all the three places 
the combined votes of CPI and IPF were 
either much more or narrowly less than 
the party eventually winning the seat. 
During the 1991 elections the CPI and 
CPI(M) had entered into a seat adjust¬ 
ment with the JD and JMM and so not 
only did the CPI candidate win from 
Hazaribagh but CPI(M) was able to win 
its maiden Lok Sabha seat from Bihar at 
Nalanda. But since the CPI and CPI(M) 
had chosen to support the JD candidate 
from Ara, the IPF, which had won this 
seat during the 1989 election lost it in 
1991. 

The IPF, a front organisation of the 
CPI-ML (Liberation), which has emerged 
as the second strongest left political force 
in the state after CPI has been a constant 
eyesore for the CPI and the CPI(M). By 
espousing the cause of radical land 
reforms and launching militant move¬ 
ments on the question of wages, women’s 
dignity and voting rights of the dalits it 
has been able to mobilise dalits and to 
some extent the backward caste agricul¬ 
tural labourers and poor peasants like 
never before. In the process many areas 
which have been the domain of CPI and 
CPI(M) have come under its influence and 
this has been the immediate cause of the 
latter’s antipathy against the former. But 
the mediate factors that have hindered a 
unity of left parties in the state lie 
elsewhere. There were fundamental dif¬ 
ferences among these left parties on issues 
such as characterisation of the Indian 
society, of the ruling classes and of the 
stages of revolution. 

The IPF has always held that India has 
continued to remain a semi-colonial, semi- 
feudal country. The CPI also held this 


position in the pte-1951 days. But with 
subsequent policy shifts following the 
abrupt withdrawal of the lUengana strug¬ 
gle in the wake of the euphoria generated 
by Nehruvian planning and land reforms, 
the CPI discovered that India was a 
reasonably independent country with the 
big bourgeoisie trying to build an indepen¬ 
dent industrial base as the ruling class and 
capitalist relations of production develop¬ 
ing in Indian agriculture The CPI(M) 
which separated itself from CPI in 1964 
did hold the line that India was a semi¬ 
colonial, semi-feudal entity with the 
landlords-big bourgeoisie combine as the 
ruling class. But it characterised the 
Indian bourgeoisie as an industrial 
bourgeoisie and held only a fraction to be 
compradore 

The IPF subscribed to this view that the 
Indian big bourgeoisie was merely a com¬ 
mercial bourgeoisie which was not capable 
of accumulation without maintaining a 
subservient relationship with the domi¬ 
nating imperialist capital and hence till 
this class remained the ruling class, India 
would remain semi-colonial and till it re¬ 
mained semi-colonial it would remain 
semi-feudal. The CPI and CPI(M) brand¬ 
ed the IPF ‘immature’, and ‘adventurist’ 
and this was the fundamental factor that 
prevented a unity of these parties. Since 
there was fundamental difference in the 
ideological position of these parties, their 
programmatic contents also differed. 

The CPI and CPI(M), at least in Bihar, 
concerned themselves mainly with issues 
confronting the middle peasantry, such as 
irrigation and power rates, supply of fer¬ 
tilisers and HYVs, remunerative prices, 
etc. The demand for land reforms and in¬ 
creased wages were always mentioned in 
their agitational programmes but only as 
passing references. Consequently these 
two parties did not achieve much success 
in mobilising agricultural labourers and 
poor peasants. Their support base main¬ 
ly revolved around middle peasants. 

The IPF, however, from the very begin- 
ing concentrated on issues confronting 
agricultural labourers and poor peasants 
such as minynum wages, women’s dignity, 
land reforms, voting rights, etc, and thus 
achieved unprecedented success in mobi¬ 
lising dalit agricultural labourers and poor 
peasants. Since wage struggles dominated 
its agitational programmes, often these 
were directed against the middle peasants 
who formed the support base of the CPI. 

However, the growing offensive of the 
US and the world financial bodies con¬ 
trolled by it against India and the more 
than willing capitulation of the ruling 
classes has made mainstream left parties, 
CPI and CPI(M) reconsider their analyses 
of the Indian society and the ruling classes 
making them revise their programmatic 
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content. It has underlined like never 
before the need for unity of the left forces 
to counter the onslaught of world 
imperialism. 

Though no document of these left par¬ 
ties says this in so many words, it would 
seem that a change in perception of the 
nature of class forces has in fact taken 
place. This was obvious from the delibera¬ 
tions of the 14th Congress of the CPI(M) 
at Madras and 15th Congress of the CPI 
at Hyderabad. While the delegates to the 
CPI(M)’s 14th Congress vigorously em¬ 
phasised the point that to realise the goal 
of “changing the correlation of class 
forces” the party should not only lead 
mass movement in general, but “speci¬ 
fically and especially” agrarian mass 
movements—centring on the question of 
land and land reforms—-and on the key 
demands of agricultural labourers and 
poor peasants, the CPI's 15th Congress 
resolved to launch land grab movement 
throughout the country during 1992-93. 
For Bihar the congress set a target of 
distributing one lakh acres of land among 
the landless in Bihar over this period. 

This together with the felt need to 
achieve a unity of the left parties to face 
the onslaught of world imperialism as 
reflected in the recognition of ‘naxalites’ 
also as a left force, the call of the 1PF for 
a unity at the national scale on a mini¬ 
mum democratic agenda consisting of im¬ 
plementation of radical land reforms, 
reversal of the IMF-World Bank dictated 
economic policies and atrocities on 
weaker sections of society, given at its 
Fourth National Conference at Vijaya¬ 
wada, and its wholehearted endorsement 
by C Rajeshwar Rao, the former CPI 
general secretary who was the official 
representative of the party to the IPF’s 
conference, the invitation to fraternal left 
parties by CPI, CPI(M) and IPF to their 
15th, 14th and 4th Congress respectively 
have paved the way for the unity of left 
parties in Bihar. 

Unity in Bihar is crucial for the unity 
at the national level since much of the 
recrimination in recent times on the ques¬ 
tion of a broad unity of left parties has 
centred around the 1PF which has its most 
sizeable presence in Bihar. The IPF has 
since its inception been calling for a left 
unity without preconditions. Its stand has 
been that it is possible for the left parties 
to enter into an alliance and yet maintain 
independent stands. 

Despite fundamental differences in 
their ideological positions, the Bihar units 
of the CPI and the IPF have on many oc¬ 
casions discussed the question of unity 
but each time the talks have foundered on 
different perceptions regarding respective 
areas of influence. On many occasions the 


CPI has taken the stand that the IPF 
should not venture into areas where the 
CPI already has a strong presence This 
insistence of the CPI has arisen from the 
fact that the IPF has also made its 
presence felt in central Bihar which has 
been a traditional stronghold of the CPI. 
In particular the CPI has insisted on the 
IPPs withdrawal from the Jehanabad area 
which the latter regards as of crucial im¬ 
portance since it was in this district that 
the IPF had based itself in its formative 
years. Jehanabad however, has been a 
traditional area for the CPI also and it has 
been winning the Lok Sabha seat here 
since 1980. The IPF, however, has insisted 
that Jehanabad has a crucial symbolic im¬ 
portance for its struggles and hence the 
Lok Sabha seat should be given to it. Thlks 
on seat adjustments broke down on this 
issue during the last elections. 

The IPF had taken the stand that the 
left parties in the state should first form 
an alliance and then enter into seat ad¬ 
justments with the secular democratic 
parties because a united left would be in 
a better position to influence the left 
democratic front. In keeping with its 
reasoning, it was willing to support the 
CPI and CPI(M) at all places if the CPI 
supported its candidate at Ara which the 
IPF had won last time and in Jehanabad 
where its candidate stood second to Con- 
gress(l) and Independent candidates in 
four out of the five Vidhan Sabha seg¬ 
ments and won from the fifth one. The 
CPI, however, decided to support the JD 
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candidate at Ara and that too Ram 
Lakhan Singh ttdav who has master¬ 
minded many a massacre of dalit labour¬ 
ers and up to the time he filed his can¬ 
didature for the Lok Sabha seat on a JD 
ticket, was a Congress(I) MLA. The CPI 
was not prepared to leave the Jehanabad 
seat to the IPF but had no difficulty in 
leaving the prestigious Patna seat which 
had been another traditional CPI seat and 
where its candidate had narrowly lost to 
the BJP in 1989 for the Janata Dal only 
because the IPF was also in the fray. 
Another consequence of left disunity was 
seen more recently in the by-election for 
Ikmar Vidhan Sabha seat where both the 
CPI and CPI(M) fielded their candidates 
as a result of which the Congress(l) walk¬ 
ed away with the seat. 

The coming together of the left parties 
on the land question has paved the way 
for unity in the political sphere also. Not 
only did all the left parties vote for the 
CPI candidates in the recent biennial elec¬ 
tion for the Rajya Sabha and the Vidhan 
Sabha but more importantly they took a 
united stand both in and outside the house 
on issues such as land reforms, problem 
of the peasantry, atrocities on dalits and 
women and police excesses. Tfie unity on 
these issues together with the already ex¬ 
isting unity on opposing the sell-out of the 
nation’s economic sovereignty and mass 
impoverishment producing economic 
policies has the potential of giving a 
significant leftward shift to the state's and 
country’s polity. 
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Plight of the Leprous Dollar 

F F CUirmonte 


The dollar’s debacle is not a purely monetary phenomenon, but 
must be seen in the context of the global deflationary crisis that is 
now upon us and specifically the stagnationist typhoon relentlessly 
battering every facet of the US economy. 


“IF that can happen to the almighty 
dollar, all I can say is that we have nothing 
to learn from those people in the Federal 
Reserve Board!’ That was the voice of a 
senior economist in one of the central 
banks in East Europe. It reflected the 
disenchantment and bitterness felt by 
millions of all social classes at the veloci¬ 
ty of the dollar's crumbling. 

But he and his colleagues in East 
Europe and elsewhere have much to learn 
negatively from FRB policies. FRB was 
never the villain of the piece. Certainly the 
FRB and its leading actors were never in¬ 
dependent of the ruling political caste. 
Greenspan owes his job to Bush and he 
knows it. He may grumble and squeak at 
Senate hearings about the deficits, but 
that is as far as he can go. 

The dollar’s debacle is not a pure!: 
monetary phenomenon with yet another 
grim set of numbers, but must be studied 
in the context of the global deflationary 
economic crisis that is now upon us, and 
specifically the stagnationist typhoon 
relentlessly battering every facet of the 
American economy. 

News of the dollar’s precipitous fall— 
and this is not the end of its servitude- 
coincided with other events that were a 
savage reminder that behind currency 
volatility were far deeper and tragic forces 
at work that were tearing at the vitals of 
American capitalism. 

Concentration merely on the dollar’s 
daily fluctuations obfuscates the inner 
essence and logic of both the American 
and global capitalist financial systems. 
News of the dollar’s buckling coincided 
with the official numbers of those 
classified as below the poverty level 
outstripping 35mfit coincided also with 
a TV flash showing the philanthropic 
stunt of a fast-foods chain donating a free 
hamburger and a cola to hundreds of 
hungry people in Los Angeles; and it 
coincided with the no less damning fin¬ 
dings of TUfts University that hunger in 
the US has grown by SO per cent since 
1983, spreading like a canker beyond the 
inner cities. 

Certainly the Bundesbank and the 
masters of German finance capital 
demonstrated a certain flexibility in 
interest rate policy that did inject a few 
drops of blood into the dollar on foreign 


exchanges. It was a tactical move to 
extricate itself from charges that its 
monetary policies were thwarting Euro¬ 
pean unity. 

At best it is a vulgar opportunistic and 
cosmetic expedient. The underlying con¬ 
ditions that led to the dollar’s tumbling 
have not vanished as it is a mirror of the 
endemic crisis of US finance capitalism. 
The US is a blatantly failed economy, and 
so are the economies of France, Germany, 
Japan and the UK. They are models of 
regression. 

The fruits of the touted bonanza of 
liberalisation, privatisation and deregula¬ 
tion have turned rotten. To compound it 
all, there is no international monetary 
system, and what passes for co-operation 
is little more than sordid G-7 public rela¬ 
tions gimmicks as the current crisis within 
Europe reveals. 


Recall that it was the US politico- 
financial caste that sabotaged in 1971— 
with no prior consultation with anyone— 
the Bretton Woods fixed exchange rate 
system in pursuit of its belligerent goals 
in the Indochina war. Ho Chi Minh’s 
claim that the war was destroying not only 
the US military machine but the dollar 
itself was indeed prophetic 

Keynesian monetary engineering had 
lucidly prescribed currency realignments 
when a currency was in disequilibrium. 
The US deliberately flouted over the last 
two decades financial co-operation that 
did not suit it. The floating exchange rate 
system that followed in its wake was a 
design for catastrophe later compounded 
by a reckless plunge into deregulation, 
which indirectly affected the dollar’s 
malaise. The extent of the dollar's tum¬ 
ble is seen in the tradcs-weighted exchange 
rate. This is an index of the average of all 
of the rates of a given currency with all 
others weighted by the trade exchanges 
with the other countries. The dollar is 41 
per cent below its 1985 level as against the 
yen that has rocketed up 39 per cent (see 
graph). 

The Bush/Fed cabal can only be labell¬ 
ed as hypocritical for carping that the 
Bundesbank’s policies are destabilising the 
US dollar. TVue. But successive American 
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administrations in conjunction with the 
FRB have manipulated interest rates and 
the dollar 10 bankroll its Himalayan 
deficits. The dollar’s slide over the last 
decade amounts to a systematic devalua¬ 
tion to meet the demands of a US 
economy in crisis, although that dirty 
word has been eschewed. That policy has 
failed too. Financial markets have not 
forgotten Nixon’s expletive revealed in one 
of the Watergate tapes: “I couldn’t give 
a shit for the lira”. 

The US government has played the 
casino financial game by its own rules to 
the same tune as the big-time swindlers: 
Milken, Boesky and company. Its also a 
game that others can play and its the 
Bonn superpower’s turn. The days of 
Bonn’s obsequiousness are over and 
nothing more clearly brings out the con¬ 
flicts between German and US finance 
capital than the dollar’s gyrations. 

The US has been living off borrowed 
time and borrowed money for far too 
long. The first still holds; the second is 
drying up rapidly because confidence in 
the dollar as the world’s leading currency 
is now at its lowest ebb, and sinking. 
The momentary accommodation of the 
Bundesbank will undoubtedly give a boost 
to financial markets, but that is of short 
duration. Capital flight is a US reality, and 
the bleeding is well under way. 

This time the big money boys are in the 
game in a big way: the giant insurance 
companies and banks, the pension 
and mutual funds. The crisis of US 
capitalism—and indeed that of its leprous 
dollar—cannot be tackled by monetary 
policy alone. The failure to start the 
economic engine and keep it ticking over 
cannot be blamed on the FRB which has 
no claims to independence, but elsewhere. 

The FRB is in a bind; it has got no 
room to manoeuvre. All exits lead to a 
deepening of the crisis; it has made 23 cuts 
in short-term interest rates since 1989 to 
get the engine kicking over—and has 
failed abysmally. The FRB is at its wit’s 
end. Inversely, if it raises these interest 
rates it risks igniting inflationary fires 
as well as boosting the already uncon¬ 
trollable deficit. 

Short-term interest rates at 3.2 per cent 
are at their lowest for 30 years; Germany, 
with 9.9 per cent is at the highest for about 
60 years. What matters is that the FRB 
may hold down short-term rates, but it has 
no control over long-term bond yields. 
This means that if, and when, the dollar 
further tumbles bond yields could rise as 
inflationary expectations increase, which 
could abort a recovery. 

There is no likelihood whatsoever that 
the dollar’s anaemia will improve given 
that the US economy is expected to grow 
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by around 1 per cent this year and even modity in short supply on Capitol Hill, 
that seems an overblown forecast. The Complicating this job is that the world 
reshaping of the dollar hinges not on the economy has already plunged into a defla- 
FRB’s manipulations, but on a rigorous tionary spiral. Indubitably there will be 
and honest overhaul of the stricken US some kind of a ‘recovery’, however that 
economy that is long overdue. But unfor- buzz word may be construed, but it cer- 
tunaiely probity has always been a com- tainly won’t be for the short-term. 

Neighbours and Borders—III 

Premadasa’s Brand of Democracy 

Anirudha Gupta * 


Premadasa enacts the role of a man of the people and a patriot 
and has crafted his political style to fit the predominantly 
Buddhist sentiment of the Sinhala masses. 


COLOMBO. The trains move in and out 
of the city at regular hours. The traffic 
flows smoothly across the bay, skirting the 
old colonial buildings and the blue sea. 
The shops and hotels brush up to receive 
the early droves of foreign tourists. “This 
season”, claim officials, “our tourist intake 
will reach the peak of 1982.” 

A year later, all hell broke loose. The 
massacre of 13 Sinhala soldiers by the 
Liberation Tigers of Thmil Eelam (LTTE) 
ignited the worst racial riot in Colombo. 
Hundreds of Tamils were killed; many 
more fled the country. “The loss in terms 
of lives and property was bad enough, but 
even worse was the sense of insecurity 
among the Tamils. It was exacerbated 
further by the killings of Ihmil political 
prisoners twice in the central Welekada 
Jail in the capital, following the July 1983 
violence!' (Urmila Phadnis, ‘Sri Lanka’ in 
Larry Diamond et aj (eds). Democracy in 
Asia, New Delhi, 1989, p 168.) 

In early August this year ten senior 
officers were killed in an LTTE landmine 
blast. Among the dead were two popular 
heroes, Lt General Denzil Kobbekadua 
and Maj General Vijaya Wimalaratne. At 
their funeral, the crowd suddenly turned 
violent, hurled stones at ministers and 
government supporters, and the police 
opened fire to disperse them (The 
Statesman, August 11). Curiously enough, 
there was no anti-Thmil outburst. Was it 
because both Tamils and Sinhalese have 
come to hate the LTTE as a bunch of 
inveterate thugs and murderers? Or was 
it because the Thmils, as a community, 
have ceased to matter any more in Sri 
Lankan life? 

What was clear was the very swift and 
efficient manner in which the government 
suppressed the murmur of discontent 
heard at the funeral. Colombo’s three 
important news-agencies were warned 
not to publicise the event. When the 
Island, a newspaper owned by Sirimavo 
Bandaranaikds Sri Lanka Freedom Party 


(SLFP), disputed the official version, the 
government-owned Daily News attacked 
it for biased reporting. 

Was there also muted resentment in the 
armed forces? A section of the crowd as 
also some soldiers were allegedly hurt 
because Gen Kobbekadua was not given 
a state funeral. Some blamed president 
Ranasinghe Premadasa for not'finding a 
way of ending the nine-year old war with 
LTTE. But such reports could as well be 
exaggerated. For, at the heart of Sri 
Lankan politics, is the image president 
Premadasa is trying to project for himself. 
He is a man of the people who does not 
belong to the majority, Goigama caste, 
which is at the apex of the Sinhalese social 
structure. From utter deprivation he 
climbed to the top abandoning higher 
education and even a scholarship offered 
by Oxford University. As president Junius 
Richard Jayewardene’s prime minister, he 
left the job of addressing large crowds to 
his mentor and highly articulate ministers. 
But, unseen, he worked among the poorer 
and low-caste Sinhalese in remote areas. 
He came to be known as the one who, like 
the rootless emigrants from villages, hated 
Colombo’s artificial prosperity. Even now, 
as a matter of policy, he goes more often 
to remote areas dragging along with him 
his ministers and officials to bring 
“administration to the masses”. 

“Our motto is to devolve authority 
from the centre to the villages”,-explain¬ 
ed the minister of public administration 
at great length. “The whole idea is that 
ordinary people must participate and 
make decisions to develop their own 
districts!’ The centre will only oversee the 
allocation and proper utilisation of funds 
by local bodies. 

A far-fetched idea, which may never get 
translatedinto practice. Besides, the war 
in the north had developed a fortress-type 
mentality in the administration. Nobody 
questions the president’s highly centralised 
powers. Parliament has become a cypher, 
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or at best meaningless in the context of 
separation of powers between the executive 
and legislative wings. President Premadasa 
treats his ministers as school-boys, and the 
opposition as a bunch of noisy retainers 
of the Bandaranaike family. 

In some ways, he has proved lucky. The 
SLFP is a divided house with rival fac¬ 
tions claiming Bandaranai ice’s succession 
for the son or the daughter. The Lanka 
Sama Samaja Party (LSSP), a TVotskyte 
group and once a coalition partner of 
SLFP government, has become almost a 
non-entity, as have also the Moscow and 
Peking wings of the Communist Party 
(CP). 

Premadasa’s image as a man of the 
masses has also blunted the radical class 
propaganda of the Janatha Vimukthi 
Peramuna (JVP). Originally, a nucleus of 
splinter groups which emerged within the 
CP (Peking wing), the JVP came to repre¬ 
sent the largely depressed castes which 
formed the local backbone for the 1971 
insurrection. These castes generally failed 
to benefit under the United National 
Party (UNP) or the SLFP. They continued 
to be treated as poorer clients of the 
village elites, who mobilised political sup¬ 
port from among them for either UNP or 
SLFP. This generated large-scale frustra¬ 
tion, especially in the interior villages 
where the social structure was pro¬ 
nouncedly inegalitarian. No wonder, 
when the insurrection occurred, many 
depressed-caste clients took advantage of 
the uprising to settle old scores. (See 
D Jayanntha, Electoral Allegiance in Sri 
Lanka, Cambridge University Press, 1992, 
pp 192-98.) 

The brutal suppression of the revolt and 
the death of Rohana Wijeweera, its 
leader, cleansed the JVP of its infantile 
radicalism. It still talked of defending the 
poor man’s interests; but its second incar¬ 
nation, in 1987-89, was directly related to 
the arrival of the Indian ftace Keeping 
Force (IPKF) in Sri Lanka It began to 
describe its politics as ‘patriotic* on the 
argument that the liberation of the mother 
land from Indian imperialism was its im¬ 
mediate task. (J Uyangoda, ‘Radical 
Politics and the Question of Democracy 
in Sri Lanka’, paper presented at an inter¬ 
national conference on the democratisa- 
tion process in South Asia, Colombo, 
August 19-22.) “Thus, class, the privileg¬ 
ed theatre of politics of the Left, was 
substituted by nation!’ 

But the frenzy of loot, murder and 
lawlessness as released by JVP’s new 
recruits alienated even those social groups 
which had been among its earlier sup¬ 
porters. They were not responsive to the 
call for ‘militant nationalism’, nor were 
they willing to be branded as collaborators 
of gun-toting terrorists. As a result, when 
the state retaliated with massive force, 


village headmen and old members of the 
JVP led the security forces to terrorist 
hide-outs. The second incarnation died 
without even a whimper. 

Yet, as prime minister, Premadasa utilis¬ 
ed the JVP threat for his own political 
ends. By opposing the presence of IPKF, 
as a demonstration of external interven¬ 
tion in Sri Lankan affairs, he stole JVP’s 
call for “the liberation of the mother¬ 
land”. At the same time, he drew atten¬ 
tion to his lowly social origins to cultivate 
the disillusioned supporters of JVP. 
Both helped him to outsmart his rivals 
within the ruling UNP and win the 
1988 presidential election. The recent 
Supreme Court judgment, dismissing 
Bandaranaike’s petition to set aside this 
election, has come as another shot in 
the arm of Premadasa’s camp. The 
government-owned Observer claimed 
that the Supreme Court decision me ut 
Premadasa “has been declared elected as 
president twice—once by the people and 
now by the supreme court". 

Without abandoning his shrewd instinct 
as a politician, Premadasa enacts the role 
of both a man of the people and a patriot. 
His directive to take administration to the 
masses may not amount to much, but it 
has nevertheless aroused unbridled 
popular enthusiasm. It is one thing for 
simple folks to seek and wait for the 
pleasure of government minions to look 
into their grievances, it is another thing 
if ministers and departmental heads visit 
them and suggest ways and means for the 
redressal of such grievances. At the 
psychological plane, this is nothing less 
than sitting oriental despotism on its 
head! 

Premadasa has designed his political 
style to also fit into the predominantly 
Buddhist sentiment of the Sinhala masses. 
A year-long festival begins on the day of 
the full moon in July, marking Buddha’s 
birthday. Teams of songsters, dancers and 
Buddhist monks spread out into the 
villages. They strum the chord of ‘the 
land, the race and the faith', once made 
by Sinhalese political leaders “covering the 
whole spectrum from extreme left to 
extreme right” (A J Wilson, The Break¬ 
up of Sri Lanka, London, 1988, p 210). 
The huge donations which flow into the 
coffers of the organisers are used effec¬ 
tively for the construction of new roads, 
school buildings and hospitals. A Sri 
Lankan scholar identifies this process, a 
la Huntington, as ‘ruralisation of election’ 
in which (a) the leader assumes a popular 
and traditional charisma; (b) appeals to 
rural voters mostly on ethnic and religious 
issues; (c) secures support of key religious 
figures; and (d) party policies are aimed 
at the rural sector “where a large part of 
its supporters were concentrated” (Gamini 
Samaranayake, ‘Preconditions of Political 


Violence in Democratic Societies: A Case 
Study of Sri Lanka’, paper presented at an 
international conference on the democrati- 
sation process in South Asia, Colombo, 
August 19-22. 

Would such a process antagonise the 
strata of urbanised middle class and 
intelligentsia? It may; but not in the short 
run. In fact, the Premadasa government 
has taken care to encourage the acquisitive 
instinct of the indigenous private sector. 
Most taxes have been reduced; import 
restrictions liberalised, and every incentive 
is provided to Sri Lankan banks and in¬ 
dustrial firms to forge collaboration with 
foreign investors. Premadasa is a Pope of 
capitalism, remarked the editor of an 
English-language weekly. A truncated 
Pope, perhaps, and with a truncated 
island; but nevertheless the one who builds 
confidence among Sri Lankan capitalists, 
“The only problem with capitalism”, 
wrote the Observer (August 17) “is that 
everybody wants to be a capitalist”. 
Premadasa devoutly wishes this to be so; 
for if capitalists fight he alone can play 
the role of a supreme arbiter!’ 

It is from this viewpoint that Colombo's 
oscillation between conflict and concilia¬ 
tion with Tamil Tigers becomes somewhat 
intelligible. Does the government really 
want total liquidation of LTTE, or does 
it aim to concede even to a limited extent 
the demand for Tamil eelam?. Perhaps 
neither; for it suits Premadasa’s purpose 
if the Tigers reign supreme in the north 
and Vavuniya jungle and hold down d 
captive population by force It would not 
matter if an outright killers’ outfit 
eliminates rival Tamil organisations, or 
launches unprovoked attacks on minority 
Muslim Thmils, and widens its organisa¬ 
tional network in southern India. The first 
rules out any political settlement with a 
killers’ gang. The second helps to bring 
the dispossessed Muslims under Colombo’s 
protection, and the third can only embar¬ 
rass India. A decisive military victory over 
the LTTE would encourage either New 
Delhi or Madras to act as patrons of Thmil 
rights. So long as the Tigers are in con¬ 
trol, Jaffna can carry on “without elec- 
tucity, with precious little fuel and with 
the Voice of the Tigers’ radio blaring out 
the separatist message” (The Economist, 
June 6). 

At the same time, the Sri Lankan army 
will prosecute the war not in order to force 
negotiation, but to prevent LTTE from in¬ 
filtrating the east and the Sinhalese south. 
An occasional mine or bomb blast may 
kill bus-loads of people, or even soldiers; 
but such occasion can be well utilised to 
reinforce Colombo’s fortress mentality. A 
shrewd democrat, who aspires to become 
undisputed leader of the Sinhala majority, 
may find an ally in a ‘committed fascist— 
Velupillai Prabhakaran. 
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TIRUPATITEXKNIT LIMITED 


Speech 1 delivered by Shri Rikhab Chand Jain, 
Chairman, at the 

I3th ANNUAL GENERAL MEETING 
OF TIRUPATI TEXKNIT LIMITED, 

Held at Delhi on September 4, 1992 


Shri Rikhab Chand Jain 


Ladies & Gentlemen 

It gives me great pleasure to welcome you all to the 
13th Annual General Meeting of Tirupati Texknit 
Limited. 

During the year; under review, the Indian economy 
had entered into a new era of liberalisation, 
privatisation, Invitation to foreign investments, doing 
away with controls, partial convertibility of rupee 
and many other far teaching changes virtually 
making the economy almost a fire economy. This 
new set of economic atmosphere particularly free 
capital market had been generally well received but 
initial innings had to pass through uncertainties, 
confusion and a sort of new experience with new 
set of economic marketing, financial and fiscal 
disciplines. 

The year, under review, had passed through 
exceptionally difficult economic situation caused by 
inflationary budget, general increase in price level of 
essential commodities leaving acute shortage of 
purchasing power in the hands of the common man. 
This had resulted in demand setback for textile 
products in general; your Company had however on 
account of diversification of product range and 
geographical market expansion could register 
Increase in turnover from Rs. 26.77 crorcs to 
Rk 32.47 ccores 

There has been general increase in interest rates by 
4% to 5% thus substantially affecting profits of 
industry and trade. Due to shortage of cotton and 
various other reasons yam prices shot up causing 
even weavers' suicide deaths in Andhra Pradesh. The 
Prime Minister, the Ifcxtilc Minister and the Govt had 
been duly concerned about weavers' plight but could 
do very little to alter the situation. The industry had 
cost escalation but could not have commensurate 
revision of price realisation. However, despite all 
such odds your Company had been able to achieve 
Increase iti net profits from Rs.103.69 lacs to 
Rs.122.76 lacs during the year under review. Had 
normal situation prevailed profits could have further 
improved. 


Your Company enjoys the distinction of having the 
latgest undergarment sales in India. It has 
appropriately taken up export drive. This year about 
Rs. 5 crorcs export is expected. 

Your Company's Spinning Mill at Gajroula, District' 
Moradabad is coming up fast; financial loans have 
been sanctioned by the Industrial Finance 
Corporation of India to the extent of Rs. 13 50 crorcs. 
The rest of the funds are being ploughed by internal 
accruals and by means of the proposed rights issue. 
The latest “State of the art” machinery to be 
installed would be at par with the latest Spinning 
Mill anywhere in the world. About 40% of the 
output would be for the export market and the 
balance for the captive consumption by your 
Company. Production is expected in March 1993. 

You would be pleased to know that your Company 
would be putting up another 12500 spindles 
Spinning Unit near Tirupur, Distt. Coimbatore, Timil 
Nadu. The Company has already bought the land 
and development and construction of four walls is in 
progress. The project would be taken up immediately 
after commissioning of the Gajroula Spinning Unit. 
The prospects for the current year are excellent 
barring any unforeseen circumstances beyond the 
control of the management. 

In order to meet the growing requirements of funds 
particularly to finance the Spinning Mill coming up 
at Gajroula, the Board has proposed 1.1 Rights Issue 
at a premium of Rs.10/- per share. Besides the 
Project, the additional export turnover and domestic 
turnover envisaged by the Company would require 
extended working capital base. The total requirement 
has been worked out to be Rs.9-46 crorcs. 

Your Company has a continuous policy ofbeing fair 
to all its suppliers, customers, general public and 
investors and consequently it has been following the 
policy of not entering into any kind of speculative 
activity. The Company and the group companies do 
not enter into share dealings at all and allow the 
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market force* to take their, own course The investors 
in general have been very satisfied with the 
Company’s performance and with handling of 
matters relating to refunds, dividends, transfers etc 
The investors' goodwill is the real asset of the 
Company and that is why even when the prices of 
blue chips scrips fell down to l/5th in the post-scam 
Subdued market, your Company's shares prices came 
down marginally This indicates that the real 
investors continued to hold shares of your Company 
and even they did not want to speculate in the real 
sense of the term It appears that they appreciated 
the Company s stand and efforts to maintain the 
stable share prices 

I am happy to inform you that we have received 
many acknowledgements and letters appreciating the 
Company s performance its policies and future 
programmes The investors who had originally 
contributed to the matden issue of your Company 
have reaped excellent harvest in terms of regular fair 
dividend and they are assured to do so in future 
The course of future planning of business activities 
of your Company is absolutely riskproof and 
foolproof inasmuch as that even if the new activities 
do not contribute for a while for profits to the 
distributable funds of the C ompany by virtue of 
substantial enhancement in the depreciation block 
there would be substantial savings in taxation 
enough to maintain dividend on enhanced equity 
base at the existing dividend level Furthermore 
because of export obligations, the Company s export 
turnover would be entirely exempted from tax and 
thereby it would not only make possible for your 


Company to generate much higher profits tax free 
but at the same time would build up capitan>lock 
also 

For the nominal premium of Rs 10/- per share for 
the rights, investors would be amply rewaided 
inasmuch as their original imestments could be 
deemed to have been paid back with 20% dividend 
in addition to dividends and return of the principal 
amount invested the appreciation thereof works out 
to be more than 2S0% during a period of little over 
two years Furthermore, msestors would continue to 
hold their original holding intact In fact such a 
reward to investors is almost unprecedented for a 
small scale highly competitive industry 1 am glad 
that your Company has been able to offer such 
lucrative investment returns and propositions to the 
investors in India 

I assure you to continue with the fair policies of the 
Company as spelled out earlier in my speech and 
continue to strive for further accelerated growth of 
the Company offering sumptuous possibilities for 
investors to prosper along with the < ompany as ever 
and it is only with your co operation and 
appreciation that the Company and its management 
would get its morale boosted to work for higher 
objectives 

I take this opportunity to thank my colleagues on 
the Board, management and staff of the ( ompany I 
must appreciate that without their whole hearted 
contnbution the success narrated and experienced by 
your Company would not have been possibly 

JAM HIND. 


DEVELOPMENT SUPPORT TEAM, a rural development support agency 
based at Pune, seeks a person, preferably a woman, to work as Research 
Officer. The candidate should have Masters degree and research experience 
in Social Sciences and work experience in voluntary sector. Should be fluent 
in reading, writing and speaking Marathi and English and be willing to travel 
extensively 

We also require a Field Officer for its Belgaum (Karnataka Field Office) to 
coordinate a support programme for NGOs in North Karnataka The can¬ 
didate should have a Masters degree in Social Sciences and about three years 
experience in the voluntary sector and should be proficient in Kannada and 
English. This position entails extensive travel. 

Application with current curriculum vitae should reach 

The Secretary 

Development Support Team 
124/11 Erandawana 
PUNE 411 004 


Within 15 days from the date of this publication. 
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Overpopulation: The Great 
Red Herring? 

Aseem Shrivastava 


The environmental crisis we face today is a complex consequence 
of forces connected with technology, the economic system and 
demography that were released in the wake of the industrial 
revolution. While population growth might have exacerbated the 
crisis it is certainly not the source of it. If the neo-Malthusian 
prescriptions currently being offered are followed, not only will 
human rights in the third world stand compromised, but the real 
reasons for the environmental disorder will remain unaddressed. 


I 

Introduction 

IN 1968 the noted population biologist Paul 
Ehrlich published The Population Bomb, a 
book warning readers of the demographic 
catastrophe which awaits the world [Ehrlich, 
1968], The book was inspired by a visit to 
India which provided him with an emotional 
understanding of the population problem. 
Ehrlich wrote: 

I have understood the population explo¬ 
sion intellectually for a long time I came to 
understand it emotionally one slinking hot 
night in Delhi a couple of years ago. My wife 
and daughter and 1 were returning to our 
hotel in an ancient taxi. The seats were hop¬ 
ping with fleas. The only functional gear was 
third. As we crawled through the city, we 
entered a crowded slum area. The tempe¬ 
rature was well over 100, and the air was a 
haze of dust and smoke. The streets seemed 
alive with people. People eating, people 
washing, people sleeping. People visiting, 
arguing, and screaming. People thrusting 
their hands through the taxi window, begg¬ 
ing. People defecating and urinating, ftople 
clinging to buses. People herding animals. 
People, people, people, people.. [Ehrlich, 
1968], 

In 1990 Ehrlich co-authored a book with 
Anne Ehrlich called The Population Explo¬ 
sion [Ehrlich and Ehrlich, 1990). The con¬ 
cern expressed in this book is the same as 
in the earlier one: the planet's resources are 
running down very rapidly and this threatens 
global human sui vival in the not-so-distant 
future. Chief among the forces behind the 
growing environmental crisis, they argue, is 
the unprecedented growth in human popula¬ 
tions all across the world in the IbsI two cen¬ 
turies. Hence, they advocate population con¬ 
trol as the necessary first step in rescuing the 
world from the brink of environmental 
catastrophe 

Tb be sure, world population has grown 
dramatically over the last 350 years. Con¬ 


sider the figures in Thble I. At least since the 
time of the industrial revolution world popu¬ 
lation has been growing extremely rapidly. 
Interestingly enough, however, it is not just 
population that has been growing so fast in 
this period. Consider the following numbers: 
If we take 1900 as a base year of comparison, 
while population has grown three times, the 
world economy has grown 20 times, con¬ 
sumption of fossil fuels 30 times and in¬ 
dustrial production 50 times, 80 per cent of 
the increase in the last three items having oc¬ 
curred since 1950 [Macneil, 1989]. The 
growth in population appears modest in 
comparison. Hence it is interesting to ask 
what proportion of the responsibility for the 
environmental crisis is to be laid at the door 
of population growth. 

The Ehrlichs are not alone in their belief 
that the rapid growth in human population 
is to be held largely responsible for the en¬ 
vironmental crisis that besets us. Apart from 
elites in the underdeveloped world, there is 
a growing band of American scholars and 
journalists who give a Malthusian diagnosis 
of the environmental crisis and thus ad¬ 
vocate population control in the third world 
as the only solution to the global environ¬ 
mental crisis. In a recent artide rejecting the 
policy of food aid to alleviate hunger in the 
underdeveloped world, another noted bio¬ 
logist, Garrett Hardin, wrote: 

When we send food to a starving population 
that has already grown beyond the environ¬ 
ment's carrying capacity we become a part¬ 
ner in the devastation of their land. Food 
from the outside keeps more natives alive; 
these demand more food and fuel; greater 
demand causes the community to transgress 
the carrying capacity more, and transgression 
results in lowering the carrying capacity in 
the future. The deficit grows ecponentially. 
Gifts of food to an overpopulated country 
boomerang, increasing starvation over the 
long run. Our choice is really between let¬ 
ting some die this year and letting more die 
in the following years... only one thing can 


really help a poor country: population 
control. 1 

Elsewhere, Hardin wrote: 

How can we help a foreign country to escape 
overpopulation? Clearly the worst thing we 
can do is send food... Atoom bombs would 
be kinder, for a few moments the misery 
would be acute, but it would soon come to 
an end for most of the people, leaving a few 
survivors to suffer thereafter.* 
Neo-Malthusian remedies for the environ¬ 
mental crisis are callous, but disturbingly 
popular.* 

II 

Ehrlichs' Vision of the World 

In their preface to The Population Explo¬ 
sion (henceforth, TPE) the Ehrlichs write: 
“Chief among the causes of our planet's 
unease is the overgrowth of the human 
population and its impacts on both eco¬ 
systems and human communities." These im¬ 
pacts are “the threads linking all the seem¬ 
ingly unrelated problems” of global warm¬ 
ing, famines and food shortages, counting 
garbage dumps and polluted air, water and 
soil (TPE, p II). 

Tb be sure, the Ehrlichs also discuss 
economic and technological factors underly¬ 
ing the environmental crisis. These are in¬ 
corporated into the analysis in terms of an 
environmental impact equation. The impact 
of any human group on the environment can 
be resolved into three factors: population, 
affluence (per capita consumption) and the 
technology of production. Uring appropriate 
indices for the three factors, we may write 
Impact « Population x Affluence x Tech¬ 
nology. Or simply, I - PAT (TPE, p 58). 

However, the Ehrlichs argue that popula¬ 
tion control has to be given maximum 
priority because of the long time-lags involv¬ 
ed between the implementation of policies 
and their effects (TPE, p 190). If popula¬ 
tion is not reduced in time, no amount of 
change in the system of production or 
technology would yield positive ecological 
results, because the population factor "will 
always get us in the aid’' (TPE, p 139). Thus 
any prospect for stabilising world population 
(by any means other than a harsh ‘natural’ 
reduction) in the next century demands ac¬ 
tion now. 

How do the Ehrlichs know that the world 
is ‘overpopulated*? They use a simple defini¬ 
tion: “if the long-term carrying capacity of 
an area is dearly being degraded by its cur¬ 
rent human occupants, that area is over¬ 
populated." They add: “by this standard, the 
entire plana and virtually aery nation is 
already vastly overpopulated” (TPE, p 39). 
One may note some serious problems that 
arise witl) this definition. If a sparsely 
populated region’s carrying capadty is 
diminishing because its resources are being 


espotW to another pan of the world, the 
Ehrlichs would consider this area overpopu¬ 
lated nonetheless. In other words, the 
Ehrlichs fail to consider the possibility that 
the resources of one region could be used 
to sustain the lifestyles of another. Moreover, 
with sufficiently profligate lifestyles the car¬ 
rying capacity of any region could be jeopar¬ 
dised, with no change in the size of the 
population. 

The Ehrlichs believe that only a reduction 
in population would enable the alleviation 
of poverty in the underdeveloped world. 
All programmes to remove poverty will be 
neutralised by high rates of fert'iity if no at¬ 
tempt is made to reduce population directly 
(TPE, pp 152-53). The Ehrlichs view popula¬ 
tion growth more as a cause of poverty than 
a result of it. 

In what follows 1 examine the validity and 
possible consequences of the Ehrlichs' posi¬ 
tion that population growth is the prime 
mover of the environmental crisis and that 
population control should therefore be the 
mainstay of policies to avoid or alleviate 
ecological problems. 

World Food Situation 

The Ehrlichs begin by arguing that in¬ 
calculable environmental damage is being 
(and will be) inflicted upon ecosystems the 
world over just in order to keep grow.ng 
populations fed. They conclude that “food 
will be our limiting resource" (TPE, p 66). 
How do they reach this conclusion? 

No overall (global) trends in food produc¬ 
tion (in relation to the growth of population) 
are presented in the book. Brief surveys of 
the nutritional situation in Asia, Latin 
America, Africa and the developed world are 
given (TPE, pp 66-87). Even from their own 
analysis it is far from clear that food shor¬ 
tages present the greatest ecological threat 
in the next century. For example, the Ehrlichs 
admit that “food production worldwide has 
continued to increase somewhat faster than 
the population for the last four decades, and 
many agricultural experts expect that yearly 
rise to keep on materialising—despite set¬ 
backs increasingly encountered in the 1970s 
and 1980s” (TPEjp 68). Along the same 
lines they admit that “Asia is really the bright 
spot in the food picture among developing 
regions” (TPE, p 75). Moreover, “Latin 
America is not yet pushing against physical 
or biological limits of agricultural produc¬ 
tion under available technology”, but Africa 
is a ‘basket case* (TPE, p 80). 

lb buttress their contentions, the Ehrlichs 
cite stray figures: world grain production 
dropped by 5 per cent in both 1987 ami 1988; 
per capita grain production in sub-Saharan 
Africa has fallen by about 20 per cent since 
1970; 44 per cent of Thopical Africans were 
inadequately fed in 1980; and so on. (Fre¬ 
quently, no sources are cited for the figures 
given.) Further, they argue that even those 
pans of the world that have expanded their 
food production faster than the growth of 
population have had to pay a heavy ecologi¬ 


cal cost in terms of depleted topsoils, drained 
aquifiers, waterlogging, water pollution and 
deforestation. Such trends, they claim, put 
into question the feasibility of feeding a 
world population which is growing so 
rapidly. 

Are the Ehrlichs right? Will growth in 
population outstrip food supplies to the 
point where it is halted by food shortages? 
Figures for world population and food pro¬ 
duction (Table 2) reveal that this is not neces¬ 
sary. Both rates of growth are slowing down but 
the rate of growth of food production con¬ 
tinues to be well above the growth rate of 
population. In the last quarter century, food 
production has outpaced world population 
growth by about 16 per cent [Collins and 
Lappc, 1988: 7], In the same vein, consider 
the data in Thble 3. Even when one compares 
the ‘bad’ years (1987 and 1988) with the 
recent past, food production is growing 
significantly faster than population, 
especially in the developing countries. (The 
figures for the developing economies are 
tilted towards the figures for Asia because 
nearly 70 per cent of the third world’s 
population lives there.) On the basis of such 
evidence, Sen and Dreze conclude that “it 
seems unlikely that the real dangers in the 
near future can lie in the prospect of food 
output falling short of the growth of popula¬ 
tion” [Dreze and Sen, 1989: 32]. 

Further, Sen and Dreze point out. the 
figures for Africa should not be used to con¬ 
clude that Africa’s problems of hunger are 
rooted solely in food shortages. Other 
countries—they cite, among others, Israel, 
Hong Kong and Portugal—also experienced 
sharply declining food output per head in 
the 1980s (when compared with the 1970s). 
The difference between them and sub- 
Saharan African nations was that they were 
able to make up for any shortages by im¬ 
porting food. Africa, however, was not able 
to do this because the non-food sectors were 
undeveloped, so that there weren’t adequate 
export earnings with which the deficit food 
could be imported. In other words. Sen and 
Dreze argue, what may superficially appear 
to be a problem of food production and 
supply in Africa is actually a reflection of 
the general economic crisis which plagues 
the continent [Dreze and Sen, 1989: 33-34], 

Moreover statistics on malnutrition and 
hunger cannot be treated as evidence of food 
shortages, contrary to what the Ehrlichs 
repeatedly assume. As Sen and others have 
shown convincingly, hunger (even in times 
of famine) is a function of people?* access 
to food (their ’entitlements’) rather than 
being dependent solely on aggregate food 
availability. Tbday, India produces enough 
food grains to provide more than half a 
kilogram of grain per person every day 
[Government of India, 1991]. But this does 
not ensure the end of hunger and malnutri¬ 
tion. In principle, and frequently in practice, 
overall food supply may be plentiful and yet 
people starve because they do not have the 


money to buy food. 4 

The Ehrlichs argue, moreover, that dimi¬ 
nishing returns in agriculture are jeopardis¬ 
ing the food situation. They aigue that the 
use of modern inputs—high-yidding seeds; 
fertilisers, irrigation and pesticides—‘‘have 
been vital to the nearly three-fold increase 
in global food production that has been 
achieved since World War II" (TPE, p 92)- 
These resources are increasingly yielding 
diminishing returns. For instance, a ton of 
fertiliser yidded 46 tons of grain in 1950. By 
the early 1980s the figure fell to 13 tons 
(TPE, p 92, no other figures of a similar 
nature are given). It may be true that the in¬ 
puts used under the green revolution strategy 
are beginning to yield diminishing returns. „ 
It does not follow that no substitutes for the 
above inputs are available or could be 
developed. 

The Ehrlichs also argue that agriculture, 
because of its inherent reliance on the 
weather, is threatened by possible changes 
in global climate. Global warming, in parti¬ 
cular, is rited as a trend which could affect 
the productivity of agriculture in temperate 
regions. Atmospheric and ocean currents 
may change direction, disrupting 
agricultural production in Europe (TPE, 
p 91). The argument is mostly of a speculative 
nature, considering what ’could’ or ’might’ 
happen. Our point is not to dispute the pro¬ 
jected trends in global warming. 1 They 
might well turn out to be true. What is 
unclear is the agricultural consequences they 
are likely to have. 

The Ehrlichs also argue that even if the 
theoretical possibility of feeding a rapidly 
growing world population exists, the ecolo¬ 
gical consequences of an expanding agricul¬ 
ture are likely to be deleterious. Modern ir¬ 
rigation, for instance, may adversely affect 
the quality of land by causing salinisation 
and waterlogging. The Ehrlichs assume, 
gratuitously in my opinion, that the 
technologies for further agricultural expan¬ 
sion are going to be more or less the same 
as the ones which have been used thus far. 
This need not be the case. Experts have 
pointed out the technical feasibility of such 
practices as trickle (or drip) irrigation, water 
harvesting and multiple cropping. 6 


Table 1: Trends in World Population over 
10000 Years 


Year 

World Population 
(in Millions) ' 

8000 BC 

J? 

8000 AD 

250 

1650 

500 

1850 

1200 

1900 

1700 

1930 

2000 

1960 

3000 

1990 

5300 

2000 (projected) 

6300 

2025 (projected) 

8200 


Sourer. Computed from World Resources: 
198849 and Ehrlich «ad Ehrlich, 1990. 
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If demographers at the World Bank are 
correct, world population is likely to stabilise 
100 years i.om now at a level of about 10 
billion (roughly twice of what it is now). Can 
world food production grow sufficiently to 
feed a population of this size? TWo experts 
from 'Resources for the Future’ (in Washing¬ 
ton DC) argue that "world food production 
could grow significantly more slowly than 
the current rate, and there would still be 
enough food for 10 billion mouths by the 
time they arrive” This, they argue, can be 
assured by means of a steady stream of new 
technologies introduced to minimise the en¬ 
vironmental costs of agricultural expansion. 
They argue that the real bamei is nol the 
development of new technologies (many of 
which are already available) but the absence 
of appropriate institutional structures to ab¬ 
sorb the innovations (< rosson and 
Rosenberg, 1989|. 

Moreover, as the Ehrlichs themselves 
point out 'sociopolitical reali"es' stand in 
the way of third world agricultural growth 
( TPE, p 104). Agricultural price policies 
favour urban areas, nol giving enough incen 
lives to farmers in rural areas. Farmers have 
inadequate access to credit and markets. 
Government policies favour the cultivation 
of cash crops for exports, rather than food 
for local markets. "Foreign-aid programmes 
for developing countries often follow the 
same course” (TPE, p 108). 

Given such institutional constraints to the 
growth of food production it is quite 
misleading to argue that the growing world 
population will ultimately run into a bar¬ 
rier posed by the carrying capacity of arable 
lands. The prevailing economic and institu¬ 
tional sei-up may well be the binding con¬ 
straint to the permanent elimination of 
hunger. 

HfcAllHOt FC’OSYS'ILMS 

The Ehrlichs devote a chapter to the con¬ 
nection between population growth and 
global ecological change. They consider such 
issues of significance as global warming, 
acid rain, depletion of the ozone layer and 
desertificatioa They argue that in all 
cases—except perhaps the depletion of 
ozone—the growth in global population is 
a major factor in ecological deterioration 
(TPE, pp 110-35). 

The Ehrlichs begin their analysis by 
outlining the trends in global wanning. The 
Greenhouse effect is explained. TWo major 
proximate causes are identified: fust, the in¬ 
crease in C0 2 emissions since the industrial 
revolution; second, global deforestation (by 
reducing photosynthesis). At the back of 
both these factors, it is argued, lies popula¬ 
tion growth. They admit that “industrialis¬ 
ed countries, with less than a quarter of the 
world's population, are responsible for 
roughly three quarters of the C0 2 released 
by burning fossil fuels...” “Poor nations are 
relatively minor contributors to the CO, 
load generated by burning fosril fuels... 
(TPE, p 113-14). How, in that case, is it 


reasonable to argue that population growth 
is the basic cause of global warming? It 
would be more accurate to say that unpre¬ 
cedented economic growth in the indust¬ 
rialised countries, driven by the burning of 
fossil fuels, is to be held primarily 
responsible. 

Deforestation, contrary to what the 
Ehrlichs claim, is not a significant cause of 
global warming [Schneider, 1988], Moreover, 
tropical deforestation, of which the Ehrlichs 
take a justly grim view, can hardly be said 
to be the result primarily of population 
growth. An international forestry expert has 
concluded: 

Discovering the reasons for the sudden 
dramatic acceleration in rain forest destruc¬ 
tion is like slicing into a multi-layered cake. 
On the surface, obvious factors include 
population growth... and a rapidly grow¬ 
ing demand for timber and other forest pro¬ 
ducts. .. Yet, when we look carefully we find 
that these are not necessarily derisive, or even 
important causes. Underneath are other 
layers-of social mores, of political expe¬ 
dients, of national and global economics, and 
of ideological conflict (Guppy, 1984], 
Stories about cattle ranching by large 
multinational corporations in Latin America 
arc loo well known to bear repetition here. 
Also significant is the phenomenon of 
foreign debt the servicing of which is made 
contingent on the expansion of exports 
(often, agricultural raw materials), which 
leads to the cutting of forests for timber and 
cultivation. In 1980, developed countries, 
with less than 25 per cent of the world's 
population consumed 50 per cent of world 
forest products {Guppy, 1984). 

Once again, there is no account of institu¬ 
tional or technological forces behind eco¬ 
logical problems in the diagnosis presented 
by the Ehrlichs. 


Population orowth and Public 
Health 

Another chapter of the Ehrlichs' book ad¬ 
dresses the relationship between population 
growth and public health. They write: “The 
more people there are in an area, all else be¬ 
ing equal, the more effort they will have to 
expend to avoid various types of ‘pollution’ ” 
(TPE, p 137, emphasis added). They 
admit, however, that “in the area of public 
health the population connection is often 
relatively weak” (TPE, p 157). 

Are pollution and its attendant health ef¬ 
fects a consequence of population growth? 
The highest levels of pollution are to be 
found in the developed countries where levels 
and rates of growth of population are well 
below those in underdeveloped countries. 
Tokyo, one of the most densely populated 
cities in the world, is less polluted than the 
small industrial town of Gary, Indiana, in 
the US. The part of the world that was till 
recently the Soviet Union is one of the most 
polluted regions in the world, despite being 
quite sparsely populated. 

The Ehrlichs admit that "in many cases 
pollution would be greatly abated by 
organising ourselves differently—by reduc¬ 
ing the A factor as well as the T factor. For 
example, smaller cars, more car-pooling, and 
good mass transport could greatly reduce 
smog problems...” (TPE, p 139). They also 
admit that in the US the Clean Air Act of 
1970 did manage to reduce air pollution to 
two-thirds of its 1970 level by 1989. This hap¬ 
pened despite the fact that the population 
of the United States has grown by about 25 
per cent over this period. In other words, it 
is not the number of people that matter, it 
is what people do that counts. Yet, the 
Ehrlichs reiterate that “the P factor will 
always get us in the end” (TPE. p 139). 


Tabi.f 2: Growth in World Food Production and Population Growth 


Years 

Annual Rale of 
Growth in Population 

Comparable 

Years 

Annual Rate of 
Growth in World 
Food Production 

1965-70 

2.0 

1962-72 

3.7 

1975-80 

1.8 

1972-82 

2.5 

1985-90 

1.6 

1982-86 

2.1 


Source: Crosson and Rosenberg, 1989. 


Table 3: World Trends in Food Output Per Head 


Region 

1986-88 Average over 
1981-83 Average 
(Per Cent Change) 

1986-88 Average over 
1976-78 Average 
(ftr Cent Change) 

Developed economies 

+ 2 

• 

Developing economies 

+ 5 

+ 11 

Europe 

+ 5 

+ 13 

USA 

-7 

+ 7 

Africa 

-2 

-8 

South America 

unchanged 

+ 2 

Asia • 

+8 

+ 17 


Source. Dreze and Sen, 1989: 32. 
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Ill 

Underlying Causes of Population 

Growth: Poverty and Patriarchy 

There is very little direct discussion of 
poverty in The Population Explosion. It ap¬ 
pears only as one of the many undesirable 
consequences of overpopulation. For exam¬ 
ple; it is pointed out that, "many of the con¬ 
sequences of overpopulation in the United 
States, especially the plight of America’s own 
poor... are too easily overlooked” (TPE, 
p 43). “This poverty epidemic has many 
population-related causes, especially 
malnutrition, contaminated water supplies, 
lack of adequate medical care, and lack of 
education" (TPE, p 151). Characteristically, 
the Ehrlichs-fail to observe that all these 
causes of poverty are closely connected to 
grossly unequal access to economic and 
political resources. 

Is overpopulation the cause of poverty or 
a symptom of it? The Ehrlichs claim that 
consideration of this question is “counter¬ 
productive if the goal is to provide everyone 
with a decent life. If that is the goal, then 
all of us should be working very hard to end 
both poverty and population growth, not 
wasting our efforts trying to determine 
which causes which ’’ (TPE, p 153). It mat¬ 
ters, however, whether poverty causes 
population growth or the other way around. 
If poverty is the cause, then the elimination 
of poverty should be the focus of efforts to 
remove ‘overpopulation’. If, on the other 
hand, overpopulation is the cause of pover¬ 
ty, then alleviation of the latter is predicated 
upon the prior removal of the former. In the 
first case, the remedy would be economic 
development and direct poverty alleviation. 
In the latter case, the remedy would be 
population control. When it comes to 
discussing possible solutions, the Ehrlichs 
assert that the emphasis has to be on 
means—in the limiting case, coercive—to 
contain the growth of population. They do 
not discuss any measures that might be 
necessary to alleviate or remove poverty, 
either directly or through economic develop¬ 
ment. Thus, the hurdles to population con¬ 
trol concern them much more than the 
political and institutional obstacles to the 
removal of poverty. 

Thlsing a different view of the matter, con¬ 
sider a comparison between Zaire and Japan. 
Few people would assert that Japan's ‘car¬ 
rying capacity* is greater than Zaire's. Zaire 
has a land area about six times that of 
Japan, and is well-endowed with natural 
resources. Yet, Japan, with a population ol 
125 million, has a per capita GNP 70 times 
greater than that of Zaire, which has a 
population of only 33 million [World Bank, 
1990]. 

If producing too many children makes the 
self-same people poor, why do they reproduce 
so much? The Ehrlichs—not surprisingly— 
fail to address this question adequately. The 
answer is that far from making them poor, 
producing more children improves the socio¬ 
economic opportunities of the family. In an 


invaluable study of an Indian village 
Mahmood Mamdani notes: 

To begin with, most families have either little 
or no savings, and they can earn loo little 
to be able to finance the education of any 
children, even through high school. Another 
souice of income must be found, and the on¬ 
ly solution is, as one tailor told me, “to have 
enough children so that there are al least 
three or four sons in the family”. Then each 
son can finish high school by spending part 
of the afternoon working After high 
school, one son is sent on to college while 
the others work and save to pay the necessary 
fees Once his education is completed, he 
will use his increased earnings to put his 
brother through college. He will not marry 
until the second brother has finished his col¬ 
lege education and can carry the burden of 
educating the third brother (Quoted in Com¬ 
moner, 1990: 162-63], 

Commoner rightly points out that the 
principles of demographic transition are 
clearly illustrated in the micro rcaliti-- of 
this Indian village. The poor would reduce 
the number of desired children if and when 
they find adequate socio-economic oppor¬ 
tunities. Measures that would enable this to 
happen include better health facilities (which 
would induce a reduction in the birth rate 
by reducing infant mortality), educational 
opportunities for women, and better 
employment opportunities for all. 

It is misleading to assert, as the Ehrlichs 
do, that “prosperity has not brought birth 


rates down to the necessary level even in rich 
nations such as the United States..( TPE 
p 152). The sensitivity of the birth rate to 
economic level probably falls with growing 
affluence. Plotting the birth rate against the 
GNP per capita, Barry Commoner found 
that tn 1984, the United States with a GNP 
per capital of $ 15.541 had a birth rate of 
16 per 10(X). Some middle-income countries 
(such as Greece, with a GNP per capita of 
$ 4,(KX) to $ 5,(XX>, had a birth rate ranging 
from 15 to 19 per l(XX) Commoner notes 
that “in order to bring the birth rates of the 
poor countries down to the low levels 
characteristic of the richer ones, the poor 
countries do not need to become as affluent 
as the United States By achieving a per 
capita GNP only, let us say, one third of that 
of the United States, these countries could 
reach birth rates almost as low as those of 
the European and North American coun¬ 
tries” (Commoner, 1990- 164). 

Even such a ‘high’ level of per capita in¬ 
come may be unnecessary to reduce the birth 
rate. The Indian state ot Kerala with an an¬ 
nual per capita income of less than $ 100 
has a birth rate of about 20 per 1000. This 
may be compared with a birth rate of about 
32 for India as a whole. As has been pointed 
out many times, Kerala owes its success to 
its economic development and welfare 
measures [Ratcliffr, 1978; Menard and 
Moen,* 1987], It surpasses all Indian states 
in rates of literacy, reduced rates of infant 
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mortality and life expectancy at birth. 

In the light of such evidence, the Ehrlichs’ 
fears that “bringing the poor up to the levels 
of affluence o' today’s rich nations will pro¬ 
duce unsupportable stress on Earth’s 
ecosystems” (TPE, p 152) arc unfounded. 
A relatively small but significant rise in per 
capita income can bring about the demo¬ 
graphic transition in poor countries. An 
average Indian will not, as the Ehrlichs 
assert, “have to consume as much as an 
average Canadian before Indian fertility 
rates drop to the Canadian level" (TPE, 
P 215). 

Summing up the evidence on fertility, 
Caldwell has remarked that “in general, in 
societies of evoy type and stage of develop¬ 
ment, fertility behaviour is rational” 
[Caldwell, 1987). The Ehrlichs’ reluctance to 
appreciate the rationality of fertility 
behaviour leads them to suggest a direct 
attack on population growth. 

At the same time, they criticise economic 
growth per se, rather than the character of 
that growth. Barry Commoner has argued 
that the natural limits of economic growth 
are set by the availability of solar energy 
[Commoner, 1990], More US-style growth 
will certainly add to our planet’s ecological 
woes. But an egalitarian improvement in liv¬ 
ing standards is necessary to eliminate pover¬ 
ty in the developing world, and would in turn 
be the surest route to reduced population 
growth. 

FEKl It ITY AND PATRIARC HY 

Patriarchy contributes to population 
growth throughout most of the world. In her 
book Reproductive Rights and Wrongs Betsy 
Hartmann traces a number of important 
connections between fertility and patriarchy. 
She points out that a preference for sons fre¬ 
quently contributes to large families, 
especially in third world countries. “Son 
preference, combined with high infant and 
child mortality rates, means that parents 
must have many children just to ensure that 
one or two of them survive” [Hartmann, 
1987). 

Moreover, Hartmann notes that in most 
third world societies children are often the 
main source of a woman’s pride and self- 
respect. Children also serve as the chief 
source of insurance against an uncertain 
future, especially for women without 
husbands. In such ways women's power¬ 
lessness increases their need for children. By 
the same token, women with access to 
health, education and employment tend to 
want fewer children simply because they have 
more options. 

The Ehrlichs scarcely consider the close 
connection between patriarchal social rela¬ 
tions and population growth. But among the 
‘critical prerequisites’ to reduce fertility, they 
do mention education and equal rights for 
women (TPE, p 216). They also recognise 
that “when women have sources of status 
other than children, family sizes decline", 
and note that better health and education 


for women reduces fertility (TPE, p 216). 

When it comes to possible population 
policies, however, they consider only ways 
to control population directly, rather than 
social and welfare policies that may be 
necessary to change some of the socio¬ 
economic conditions which are responsible 
for high fertility. Paying only lip service to 
the question of women’s empowerment, they 
fail to appreciate the hurdle that resilient 
patriarchal relations present to reduction in 
fertility. 


IV 

Factors Underlying 
Environmental Crisis 

Considering that the Ehrlichs’ book is 
motivated by environmental concern, it con¬ 
tains remarkably little discussion of some 
key factors underlying the environmental 
crisis. In their enthusiasm to find connec¬ 
tions between every environmental problem 
and the growth of population, the Ehrlichs 
neglect two crucial factors: the nature of 
modern technology and the structure of the 
present economic system. 

In his book. Making Peace with r/je 
Planet, Barry Commoner carries out a 
calculation to illustrate the relative en¬ 
vironmental impacts of population, af¬ 
fluence and technology. Between 1950 and 
1967 the number of throwaway beer bottles 
produced annually in the US increased by 
593 per cent. In the same period, the US 
population increased by 30 per cent, per 
capita beer consumption (the affluence 
factor) rose by 5 pier cent, and the number 
of bottles used pier unit of beer shipped (the 
technology factor) increased ty 408 per cent. 
If there had been no change in the techno¬ 
logy of beer distribution, the number of beer 
bottles would have increased by only 37 pier 
cent; if there had been no change in popula¬ 
tion, the number of beer bottles would have 
increased by 433 pier cent; and if only the 
affluence factor had remained unchanged, 
the number of beer bottles would have in¬ 
creased by 560 per cent. Commoner con 
eludes: “Clearly, an effort to change the 
technology of beer distribution will result 
in the greatest reduction in environmental 
impact” [Commoner, 1990: 150). 

A similar result holds for pesticide use in 
crop production. It is the increased intensity 
of piesticide use in crop production rather 
than increase in the number of preople to be 
fed that explains most of the rise in use of 
pesticide. Over two-thirds of growth in 
piesticide use is explained by the technology 
factor. Although data for developing coun¬ 
tries is scanty, Commoner finds that a 
similar result holds for the use of nitrogen 
fertiliser in 90 developing countries: 75 pier 
cent of the increase in the use of nitrogen 
fertiliser in the pewod 1970-80 is explained 
by the increase in the intensity of fertiliser 
use Commoner concludes that “the data 
both from an industrial country like the 
United States and from developing countries 


show that the largest influence on pollution 
levels is the pollution-generating tendency of 
the system of industrial and agricultural pro¬ 
duction, and the transportation and piower 
systems" [Commoner, 1990; 152]. He writes 
that “the environmental crisis... is a pro¬ 
duct of the drastic mismatch between the 
cyclical, conservative, and self-consistent 
processes of the ecosphere and the linear, in¬ 
novative, but ecologically disharmonious 
processes of the technosphere'’ [Commoner, 
1990: 15). 

In paiticular, a stream of production 
technologies introduced in the US since the 
second world war are a major source of 
ecological havoc: 

Before 1950 crops were grown without 
chemical nitrogen fertiliser or synthetic 
pesticides; now these chemicals have become 
a major element in crop production. Before 
1950 American cars were small and driven 
by low-compression engines; now they are 
larger, heavier, with higher engine compres¬ 
sion ratios. Before 1950 beer and soda were 
sold in reusable bottles; now they are sold 
in containers that are used once and then 
converted into trash. Before 1950 cleansers 
were made of soap; now over 85 pier cent are 
synthetic detergents. Before 1950clothes were 
made of natural fibres—cotton, wool, silk 
and linen; now man-made synthetic fibres 
have captured a large share of the market. 
Before 1950 all these goods were shipped 
from farm and factories to distant cities by 
rail; now highway trucks have taken over 
most freight hauling. Before 1950 meat was 
wrappied in paper and taken home in a piaper 
bag; now it is encased in plastic and taken 
home in a plastic bag. Before 1950 college 
cafetarias and fast-food restaurants used 
washable plates and utensils; now everything 
is ‘disposable’, which means that used once, 
it becomes trash. Before 1950 every baby's 
bottom was diapiered in reusable cotton; now 
most babies sport throwaway diapiers. Before 
1950 no one in their right mind would throw 
out a razor or a camera after using it once; 
now this is commonplace [Commoner, 1990: 
46-47). 

In almost every case natural products have 
been displaced by synthetics or a product 
relatively congenial to the environment has 
been displaced by a product harmful to it. 
Some industries that have grown since the 
second world war—such as petrochemicals— 
are “inherently inimical to environmental 
quality”. Commoner concludes: “These 
changes have turned the nation's farms, fac¬ 
tories, vehicles and shops into seedbeds of 
pollution” [Commoner, 1990: 55). 

Commoner argues that ecologically 
benign technological alternatives have been 
in existence for some time, but have not been 
utilised. 

Had American farmers begun sooner to shift 
to organic farming and ethanol production, 
nitrate water pollution would now be falling 
instead of increasing, the rising level of 
pesticide pollution would be checked, and 
fanners would be prospering. If the auto in¬ 
dustry had continued, after World War II, 
to produce small cars; if the railroads and 
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mtt> transit were expaiMted; if the elactric 
poiwi ijimn wmi rtecsininllifil »ml inrifi 
Ingly bued on oofcneruon and tolar 
iourcec if the pitifully (mail percentage of 
American homes that have been weatheris- 
ed was increased—both air pollution and fuel 
coeti would have been iharply reduced... 
if McDonald’! could teditcover the papa 
plate; if the uk of plastic* was limited to 
thoae products for which they are really need¬ 
ed, say, artificial hearts or videotape—then 
we could push back the petrochemical in¬ 
dustry’s toxic invasion of the biosphere and 
reduce the escalating cost of waste disposal” 
[Commoner, 1990; 101]. 

Why have these alternatives languished? 
Commoner’s explanation is that they are in¬ 
consistent with the short-term interests of 
private profit-maximisation. In the absence 
of any social co-ordination of technological 
choices it it more profitable for private 
investors to carry on with the old produc¬ 
tion methods. The mounting social costs of 
environmentally harmful technologies are 
not factored into private investment deci¬ 
sions. Thus, instead of environmental con¬ 
straints determining technological choice, it 
is technological choice that has determined 
environmental quality. 

Capitalism and Environmental Crisis 

Technological choices and investment 
decisions unda capitalist economic condi¬ 
tions systematically ignore the environmen¬ 
tal costs of production because the latter are 
typically borne by people other than the 
ones who take such decisions. Decision¬ 
making based on a calculus of private profit- 
maximisation—rather than on a social 
evaluation of investment—has harmful en¬ 
vironmental and human consequences. 

While Commoner’s book makes this 
observation in relation to the United States, 
the seme can be said of developing countries. 
A most telling example of the impunity with 
which large corporations make investment 
decisions in developing countries is the 
Bhopal disaster of 1984. In the world’s worst 
chemical industry disaster, 2500 people lost 
their lives and several hundred thousands 
were maimed for life; Most of the victims 
were poor slum-dwellers. The deaths and in- 
lurics resulted from the leak of a poisonous 
tas—methylisocyanate—from an industrial 
slant manufacturing pesticides. The com¬ 
pany responsible for the gas leak was Union 
Carbide, which has a dismal environmental 
rack record: 

Ail of Carbide's operations have the poten¬ 
tial of risk to health of workers and com¬ 
munities, and to the environment... Vinyl 
chloride workers, for example, at Carbide’s 
South Charleston plant were found in 1976 
to have not only six cases of angiosarcoma, 
of the 63 found worldwide—a ran cancer 
associated with vinyl chloride—but also four 
times the expected rate of leukemia and twice 
the expected rate of brain cancer... a Union 
Carbide subsidiary was also responsible for 
the Oauley Bridge tunnel disaster in the early 
1930s.. . Construction of the tunnel began 


In 1930. Halts showed that the rock was 
almost pure dica, a mineral known to cause 
silicon*. Instead of revising plans for tunnel 
construction Carbide decided to expand its 
are... workers began dying nine to eighteen 
month* after exposure to the dust... A US 
official has put the total at 476 dead and 1500 
disabled... Union Carbide has been par¬ 
ticularly lax about health and environmental 
safety in the third world... Carbide has been 
operating several plants in Puerto Rico since 
1959. Neighbours of <u least one of Carbide’s 
operations have been complaining about the 
ill effects of air pollution created by the 
plant... In 1981, Carbide’s Jakarta factory 
making Eveieady batteries hit the headlines 
for personnel and worker-health practices 
that would never be condoned in the United 
States. In 1978 a worker was killed by elec¬ 
tric shock as he stood in the water, immers¬ 
ed in a haze of carbon dust, having worked 
three consecutive days overtime. The new 
health officer became so distressed with com¬ 
pany policy that she resigned in 1979. She 
found kidney disease and respirator- 
disorders among workers, excessive heat in 
working conditions, and mercury in well- 
water supplying drinking water to the 
workers, and leaching into groundwater 
under neighbouring rice fields... [CSE. 
1985: 213-14], 

The passage is quoted at length to show 
that the Bhopal gas incident was not simp¬ 
ly a freak occurrence in Carbide’s history. 
Furthermore, Union Carbide itself is far 
from an exception in matters relating to in¬ 
dustrial safety and environmental pollution 
in the third world. In India itself similar 
stories can be told about hundreds of other 
companies. 7 

Private capitalist enterprise is unable to 
take account of the social and environmen¬ 
tal costs of production without jeopardis¬ 
ing profitability. Although this has a great 
bearing both on (he diagnosis of and the 
solutions to the environmental crisis, the 
Ehrlichs do not address it in their book, in 
which the Bhopal tragedy is conspicuous by 
its absence: In developing nations, the blind 
adoption of models of development drawn 
from the historical experience of industrialis¬ 
ed nations has resulted in environmental pro¬ 
blems from two related sources. Firstly, pro¬ 
jects and technologies developed under 
capitalist conditions in the west have fre¬ 
quently proven ecologically disastrous in the 
third world, for reasons similar to those in 
the first world and also because environmen¬ 
tal laws and their implementation are con¬ 
siderably more lax in poor countries. 
Secondly, the growth of the modern, in¬ 
dustrialised sector in most developing coun¬ 
tries has dome at the cost of the devastation 
of ecological hinterlands, resulting in 
monumental environmental problems such 
as deforestation, floods and famine, and 
creating ecological refugees driven to the 
cities in search of new livelihoods. 8 

Himalayan deforestation provides a good 
example: The Ehrlichs assert that "popula¬ 
tion growth in the Himalayas... has led to 
the disappearance of many populations of 
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trees on the mountain slopes" (TPE, p 35). 
This is a gross distortion. The Delhi-based 
Centre for St 'ence and Environment reports 
that 8$ per cent of the timber felled in 
1980-81 in the state of Himachal Pradesh 
was used for commercial purposes. In the 
state of Jammu and Kashmir the income 
earned from commercial forestry increased 
40 limes between 1947 and 1980-81 [CSE, 
1982: 37, 46]. Environmentalist Vandana 
Shiva concludes on the basis of similar 
evidence that "resource-intensive production 
processes hate access to subsidised raw 
material on which a substantial number of 
people, especially from the less privileged 
economic groups, depend for their survival” 
[Shiva, 1988: 12]. 

The story of Himalayan deforestation il¬ 
lustrates a central point which escapes the 
Ehrlichs: environmental degradation in the 
developing countries carries with it the im¬ 
poverishment of communities who subsist 
on the ecosystems. In this sense, "en¬ 
vironmental degradation and social injustice 
are two sides of the same coin” (CSE, 1982], 

V 

Intellectual Prelude to 
Neo-Malthusian FaMriam? 

As we have seen, the Ehrlichs give a 
Malthusian explanation of the world’s en¬ 
vironmental crisis: ‘we* might destroy 
ourselves because there are too many of ‘us’. 
The forces underlying rapid population 
growth are not examined in any depth. In¬ 
stead, they attempt to convince their readers 
that the most effective way to tackle en¬ 
vironmental problems is to control the 
growth in population directly. All other 
measures are doomed unless governments 
take up this one on a war footing. 

Let us assume that it is of great impor¬ 
tance to stop the growth in population. If 
so, two kinds of policies can be undertaken 
by governments. One set of policies would 
attack the problem of overpopulation direct¬ 
ly, either through monetary incentives or 
through coercion. The other set of policies 
would affect the rate of growth of popula¬ 
tion indirectly, by altering the conditions 
which lead to high fertility. Such measures 
will involve in the main the reduction of 
poverty (either directly or through economic 
development) and the changing of patriar¬ 
chal attitudes. One might argue that the 
former measures become necessary when the 
latter measures have failed. 

However, the population control lobby is 
of the opinion that there is no time for the 
latter policies to work. Hence, only a fron¬ 
tal attack on overpopulation—if anything— 
will suffice. Betsy Hartmann quotes one 
population expert as saying that “the degree 
of coercive policy brought into play should 
be proportional to the degree of seriousness 
of the present problem and should be in¬ 
troduced only after less coercive means have 
been exhausted”. 9 She cites instances of 
“sterilisation at starvation point" in 


Bangladesh, including a case in which an of¬ 
ficial told a woman, "If you have the opera¬ 
tion, you will get wheat” Paul Ehrlich 
himself criticised the US for not supporting 
a proposal for mandatory sterilisation of all 
men in India with three or more children. 10 

Population experts have growing clout 
with government and aid organisations. If 
their ideas take strong roots in policy-making 
in the third world, grave human and en¬ 
vironmental consequences lie in store. The 
political terminus of such ideas is a fieo- 
Malthusian fascism in which experts will 
unilaterally determine (since they alone are 
not afflicted by a ‘narrow perceptual span’) 
the population policies of developing na¬ 
tions, thus deciding who is entitled to live 
and reproduce and who isn’t Reproductive 
and other human rights are threatened by 
this approach to ‘solving’ environmental 
problems. 


VI 

Overpopulation a Red Herring 

If there is one intellectual lesson to be 
learnt from the ecological crisis it is that 
reductionist thought is the surest way to 
misunderstand it. The environmental crisis 
we face today is a complex consequence of 
forces connected with technology, the 
economic system and demography that were 
released in the wake of the industrial revolu¬ 
tion. It cannot be reduced to a simple mat¬ 
ter of dividing the volume of resources by 
the number of people on the globe 

Population growth might have exacer¬ 
bated the environmental crisis but it certainly 
isn’t the source of it. It is more usefully view¬ 
ed as a symptom of precisely the global 
structure of economic and political in¬ 
equalities that is responsible for the en¬ 
vironmental crisis. 

If Ehrlichs’ prescriptions are followed, not 
only do human rights in the third world 
stand compromised, but because the real 
reasons for environmental disorder- 
obsolete technology and economic and 
political inequalities—will remain un¬ 
addressed, environmental problems will per¬ 
sist long after the growth in population has 
been stemmed. If so, the focus on over¬ 
population will turn out to be a great red 
herring, which deflected attention from the 
real causes of the environmental crisis. For 
some, it may even turn out to be a fatal 
distraction. 


Notes 

[1 am graieful lo Jim Boyce for support in 
writing this arucle.] 

1 Quoted in Barry Commoner, Making Peace 
with the Planet, Pantheon, 1990, p 145. 

2 Quoted in Commoner [1990], p 157. 

3 See, for instance: D H Meadows et al [1972], 

4 Sec Sen [1981] and Dreze and Sen [1989], 

5 Schneider makes a fairly posuasive case for 
it. See S Schneider [1988], 

6 See Crosson and Rosenberg (1989]. 

7 The interested reader is referred to two 


reports brought out by the Centre for 
Science and Environment (CSE), New 
Delhi. See CSE [1982, 1985], The chapters 
on air and water pollution are particularly 
relevant. 

8 On both these and other related issues see 
the two CSE reports referred to above. The 
discussion here is based on these reports. 

9 See Hartmann [1987], chapter 6. The words 
belong to Bernard Berelson. 

10 Quoted in Hartmann [1987], p 238. 

References 

Caldwell. John [ 1987]- ' Towards a Restatement 
ol Demographic Transition Theory’ in 
Perspective. s in Population, tdilcd by S 
Menard and E Mocn, Oxford University 
Press. Oxford 

Centre tor Science and Environment [1982, 
1985] I he 'stale of India's Environment, 
( nun.' loi Science and Environment, New 
Delhi 

(ollniN, ) and lappc, F M [1988] World 
Hunger twelve Myths. Edirhscan, I ondon 
( ommonet, Barry [1990], Making Peace With 
the Planer. Pamhcon, New York 
( rosson. P R and Rosenberg, N J 11989]: 
■Siraiegies foi Agriculture’, Scientific 
■1 mem on, Scplcmber 19X9 
Drive, I and Sen, 't K [1989] Hunger ana 
Public At turn, ( larendon Press, Oxford. 
Ehrlich. Paul [1968] the Population Bomb, 
Ballantinc Books, New York 
Ehrlich, Anne and tlulich, Paul [1990]: The 
Imputation Explosion, Sunor and Schuster, 
New York 

lieoige, S ]I9 1 (i[ How the Other Half Dies, 
Penguin Books, Harmnndsworlh 
(lovernmcnl ol India 119591 j Economic Survey, 
Government ot India Press, New Delhi. 
Guppy, N [I984J- Tropical Deforestation’, 

I oreign A ffairs, Voi t>2. No 4. 

I lariiiiann, B ]1987). HeproducUve Rights and 
Wrongs, Harper and Row, New York. 
Mauieitl, J [1989]: ‘Siraiegies for Sustainable 
Economic Development 1 , Scientific 
American. September 1989 
Mamdam, M [1972]: the Myth of Population 
Control, Monthly Review Ihcss, New York. 
Meadows, I) H et al |I972[' The Limits to 
Growth, Universe Books, New York. 
Menard, S and Moen, E [1987]: ‘The Relative 
Importance of Family Planning and 
Development for Fertility Reduction: Criti¬ 
que ol Research and Development of 
Theory’ m Perspectives on Population-, 
editted by S Menard and E Moen, Oxford 
University Press, Oxford. 

Ralclilfe, J [I978|: ‘Kerala: Testbed for Transi¬ 
tion Theory’. Popuh 5:11-6. 

Schneider, S (1988): Global Warming: Are We 
Entering ihe Greenhouse Century?, Sierra 
Club Books, San Francisco. 

Sen, A K [1981]: Poverty and Famines, Claren¬ 
don Press, Oxford. 

Shea. C P [1988]: Protecting Life on Earth- 
Steps lo Savefhe Ozone Layer World-watch 
Institute, Paper No 87, Washington DC. 
Shiva, V [1988): Slaying Alive, Kali for Women, 
New Delhi 

World Bank |I990], The World Development 
Report, World Bank, Washington DC. 
World Resources Institute [1989]: World 
Resources 1988-89, Basic Books, New York. 


2038 


Economic and Political Weekly September 19. 1992 




MIKADO 

MIKADO TEXTILE INDUSTRIES LIMITED 

Rogri OH 210 Uokjuo Induslnol (Vote Chokoki Rood. 

Andheri (fc), Bombay <300 099 



Public Issue of 29,60,000 Equity Shores of Rs 10/- each for cosh 
at a premium of Rs 15/- per share aggregating to Rs 740 lakhs 

ISSUE HIGHLIGHTS 

• Premium Equity issue by the manufacturers ul well known 'MIKADO 
brand fabrics and yarn 

• An existing well-established, multi divisional, p<olit making, dividend 

paying Company 

• Excellent market network of over 300 dealer and I SOCK) retailers 
spread all over the country 

• Low gestation period - Commercial production ol proposed plants 

by April, 1993 

• Excellent locotions near the source oi raw materials and users 

markets 

• Proven technology 


It IN Company doti not recarve IN minimum subscription of 90°« of the issued amount the entire 
subscription writ be refundad to tN applicants within 1 20 days from the date of opening of this issue 
It tNra Is a delay m refund of auch amount by more than 8 days the Company will pay interest a' 
the rat* oM5% p a tor hi delayed period 


• Income tnx benefits under section 801 A, 801,80 M and Wealth 1 ax 
Benefits 

• Easy liquidity - Listing at Bombay, Delhi, ( a'rnltu and Ahmedobad 
Stock Exchanges 

RISK FACTORS 

• The Company operates in a very competitive environment Mapr 
competition comes hum the unorganised sei tor However extensive 
market 1 ' g network, well established brand name and high quality of 
its products will ploce the Company in bettei position to lace the 

i ompetitiori 

• The Govt policy regarding the levies on POY r oukf alloc t the i ost ol 
raw materials 

• Application for additional power hos been mudeloMSEBondGEB 
However, the Company has not received the sunt lion os yet 

ISSUE OPENS ON 28TH SEPTEMBER 1992 


Ay ika do 


LEAD MANAGERS TO THE ISSUE 


I MB CBMTM WMUI HUTTED 
Makar Tow* E. Ground Floor 
CuBa Parade Bombay 400 005 


. Slat* Bank ol Indore, 

| Merchant Banking CaM 

Kanm Chamber 44. Ambaial Dosht Marg 
Fort Bombay 400 021 


3nve$l in Cjrou/tt. 3nveil in PJt, 


Economic and Political Weekly September 19,1992 


2039 









i h r 

H U M A N I f Y 
V O SNA R \i 


Telco. Porters in progress with 58 villages 
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materials to construct primary schools were made 
available to every village, the builders were the 


villagers themselves. While 64,000 saplings of 
fruit-bearing trees were donated by us, the planting 
was done by the villagers themselves. While medical 
vans and equipment were provided by us, the health 
workeis were the villagers who had spawned the 
idea. The humanity to share. A force that will power 
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REVIEWS 


In Search of Complementary and 
Interventionist Nature of Policies 

Ashok K Mitra 

Managing Common Properly: Irrigation in India and the Philippines 
by Nirmal Scngupta; Indo-Dutch Studies on Development Alternatives—6, 
Sage Publications, New Delhi/Newbury Park/London, 1991; pp 283. 


COMMON property implies sharing of pro- 
perty and its utility commonly by many peo¬ 
ple Obviously as population grows the 
demands for the use ol such resources also 
grows. It is of crucial importance therefore 
that the management systems of common 
property be so designed that renewable 
resources such as trees, shiubs, pasture, soil, 
water and wildlife are restored and utilised 
on a sustained yield basis However, interest 
m this area is of recent origin, but, though 
late, it could not be more timely to raise 
serious questions on imprudent use ol the 
renewable resources adversely affecting the 
productivity of the envnonment and eco¬ 
system leading to the break down of the 
balance between human beings and nature 
In recent years considerable literature in the 
form ot books, published at (teles and 
reports has appeared on the management of 
common property, hut, these deal mostly 
with communal management of the land 
and forest resources, specially the former 
Very few studies have appeared on managing 
common property of water resources. Con¬ 
sidering that watci is the most scarce input, 
even scarcer than land, specially trt the rain 
deficient areas of the country, simple 
economic logic tells us that the return has 
to be maximised and sustained over a long 
period of time ovet this scarce input. There 
has to be some way of avoiding its tncfli 
cient and wasteful use in order to usher irt 
an era of sustainable development of natural 
resources. It could be done through state in¬ 
tervention in prohibiting and icgulating the 
access of users to any endangered resources 
or it could be done through a desirable alter¬ 
native of people’s participation. The book 
under review is germane to this new concept 
of resource management as far as water 
resources are concerned. 

During the last decade or so interest in the 
area of people’s (farmer’s) participation in 
the management of water resources is mam 
fest in the growing volume of literature on 
the subject. The present study in the same 
area, however, is different in its approach 
and treatment to the subject matter under 
discussion. The study attempts to pose the 
issue of people's participation in irrigation 
management in a game theoretic approach 
in the hope that the use of mathematical 
theory of co-operation will help to transcend 
the contemporary and regional significance 
of the case studies which help to bring out 
the diversity. The book is not another addi¬ 


tion to the existing copious literature on 
farmer-managed irrigation system, but, is an 
attempt in suggesting how bureaucracy and 
the government can successfully interact 
with the existing state of affairs in those 
systems to evolve a ’jointly managed’ 
characterisation for them. 

1 he theoretical model presented in 
C hapter I sets out to dispel Hardin’s argu¬ 
ment of the ‘tiagedy of the commons’ tri 
respect ol the level of irrigation system where 
water is appropriated as common property. 
This is sought to be done through introduc¬ 
ing time period and memory as well as an 
iterative game vetsion of the situation. It is 
argued on the basts of many past studies that 
depending upon the pay off matrix and dis¬ 
count rate co-operation may help attain the 
best aggregate return and that thus co¬ 
operation evolves spontaneously out of sell 
interest ol the individuals; no ethical or in¬ 
stitutional factors are necessary to effect 
that In the case of irrigation resources as 
common propetty involving many users, the 
type ot co-operation may be often of par¬ 
tial nature (soft strategy). The author fur 
ther argues that the alternative ways of 
improving co operation and checking free 
riding is through punishment of the detector 
ot ot the community failing to punish defec¬ 
tors or also through forming a ‘coalition’ 

The author has attempted to substantiate 
the hypothesis evolved by providing histo¬ 
rical background of irrigation policy in India 
and Philippines in Part II and statistical 
generalisation in Part III ol the book dealing 
with case studies of irrigation associations 
in India and Philippines. The problem is, 
with India as a country of continental 
dimension with tremendous diversity, a 
statistical generalisation is neither feasible 
nor possible; the author also realises this 
tact, Each irrigation system, small-large, 
traditional, historical, old, new and modern 
will have its own characteristic features, 
historically developing into some kinds of 
norms which have to be understood and ap¬ 
preciated in the context of respective systems. 
Theoretical exposition presented in Part I, 
Chapter I may largely be of academic in¬ 
terest in such a situation. 

Historical background presented in 
Part II of the book shows how the historical 
legacy can shape the difference in the system 
of belief in two countries. Through the 
evaluation of governmental policies pertain¬ 
ing to irrigation management the author has 


shown that three distinct phases are marked 
in both the countries. First, the very exis¬ 
tence of indigenous systems made it neces¬ 
sary for the colonial governments to adopt 
specific policies towards them. Second, after 
the new constructions, management policies 
had to l>e specified with respect to these new 
structures. Finally, in the current phase with 
increasing emphasis on operation and mana¬ 
gement tasks, new policies have been 
adopted It is suimtsed from the historical 
account that beneficiary participation is an 
accepted strategy tn the irrigation scene in 
Philippines and that the irrigation authori¬ 
ty m that country is trying to develop ways 
to influence users' style of co-operative 
management. I his was mainly due to the 
(act that the National Irrigation Association 
ot Philippines was a highly centralised 
organisation, having under its juiisdiction 
all legions and all kinds of irrigation. The 
Indian irrigation scene on the other hand is 
much more complex and irrigation in India 
is a highly decentralised subject. Even 
though irrigation associations are known to 
have been in operation historically, special¬ 
ly in minor irrigation systems, these did not 
base any fall-out effect in influencing ma¬ 
jor irrigation systems due mainly to decen¬ 
tralisation and state autonomy in irrigation 
matters. As mentioned by the author, both 
Maharashtra Irrigation Commission (1962) 
and the Second Irrigation Commission 
(1972) attached high importance to the for¬ 
mation of irrigation associations as one of 
the strategies loi the improvement of the 
utilisation of canal urigaiion systems. It is 
owing to these developments that we find all 
petvastve attempts to form such organisa¬ 
tions in India during the 80s specially. The 
experience in attempts towards such efforts, 
however, is not encouraging and heartening 
and as the author rightly points out, a great 
many experts may even be convinced that 
programmes in this area are not worth 
put suing. 

However, one may not entirely agree with 
the autnoi with his perceived explanation for 
the failure ot experiments with farmers’ 
associations in minor and major irrigation 
systems. He pinpoints three weaknesses, viz, 
(I) assumption that users’ co-operation does 
not exist i/i India, (2) clumsy efforts and 
refusal to learn from failure and, (3) absence 
ol co-ordination. The author’s explanation 
emanates from his examination of the case 
studies for India and Philippines presented 
in Part III of the book It may be argued 
that the necessity for organising irrigation 
associations arose both from efficiency and 
equity considerations, specially in the canal 
irrigation systems in India, beginning from 
late 70s The organisers certainly had a head 
siart of a sorts tn the form of knowledge 
from past efforts and experiments in that 
direction which facilitated mobilisation of 
users for participation. Past experience has 
shown that maximum inefficiency and 
wastage of water occur at the tertiary level 
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(field channels, etc) of the distribution net¬ 
work in the surface irrigation system This 
not only leads to loss of available scarce 
water for irrigation but also to rampant cor¬ 
ruption in the distribution of water. Organis¬ 
ing irrigation association at the lower level 
of the distribution system is expected to go 
a long way in improving the efficiency of the 
system as well bring about more equity in 
sharing the available water from the system. 
The two greatest stumbling blocks that come 
in the way of such organisational effort aie 
the bureaucracy (irrigation department per¬ 
sonnel) and the politically motivated and ac¬ 
tive peasantry in the area. It is not such a 
straightforward question of self-interest ver¬ 
sus altruism and the iterative game through 
which conventions emerge in course of time 
The problem of organising people’s parti¬ 
cipation through irrigation associations in 
surface irrigation system is quite different 
and more complicated than that of organis¬ 
ing the same in minor irrigation, specially 
from tanks. The past experience of failure 
may perhaps be overcome through corrective 
actions on the weaknesses identified by the 
author in formulating operational guidelines 
in developing irrigation associations. in 
respect of tank and other minor irrigation 
systems, but, it would be a different proposi¬ 
tion when it comes to the surface irrigation 
system. 

The case studies in the book are based on 
a purposive sampling of the units which 
showed relatively well developed co-operative 
activity as well as organisations with widely 
differing form were undertaken primarily for 
the purpose of observing and comprehending 
the nature of users’ co-operation. In all 13 
case studies, nine in India and four in Philip¬ 
pines, are discussed in the book which cover 
a wide variety of systems with different kinds 
of organisational situations operated in two 
countries. Although no statistical generalisa 
tion can be.made from the case studies, 
specially in case of India, the author's selec¬ 
tion of units based on the theoretical exposi¬ 
tion presented in Part 1 of the book fits in 
with what to study in order to understand 
the process of co-operation amongst users. 
Presentation of case studies in this manner 
allows the reader to appreciate the methodo¬ 
logy and the approach adopted by the 
author .n this study. 

Chapter 8 of the book entitled, ‘Misplaced 
Emphasis', dealing with two case studies of 
government-sponsored efforts for extension 
of irrigation associations, one in Philippines 
and the other in India should be of interest 
to bureaucrats and researchers in India con¬ 
cerned with farmers' participation in irriga¬ 
tion management. The author argues on the 
basis of these two revealing case studies that 
ill-conceived extension projects, however 
participatory they are in formulation, may 
bring about adverse effect. In our haste and 
eagerness to press ahead and be done with 
the formation of irrigation associations, 
disregarding the factual observations such 
as made by the author, we may worsen the 
situation rather than improve it thereby com¬ 
pounding the misery of the users. It may 


however be pointed out that it appears from 
these case studies that irrigation associations 
were formed basically to maintain the syslem 
below a certain level with farmers’ participa¬ 
tion and that the water distribution through 
such associations got secondary importance 
In such a situation conflict of interest bet¬ 
ween the members of association will in¬ 
evitably lead to break down of the joint 
efforts of management. 

Techno-economic basis of co-opcration. 
presented in Chapter 9 of the book’s fourth 
part is in fact the author’s concluding obser¬ 
vation very succinctly written. It is not a con¬ 
cluding chapter in the conventional sense, 
but is rather in the nature of a concluding 
section intended to clinch the arguments 
made earlier. The author’s strength of argu¬ 
ment for the basis of co-opcralion emanates 
from his observation of and contention 
about the widespread existence of spon¬ 
taneously evolved users’ co-operatives, vary¬ 
ing in organisational pattern and degree; 
and indifference to recognise this fact, ac¬ 
cording to him. is the bane of all elforts in 
organising such associations The policy 
relevance ol such a perspective lies in iden¬ 
tifying the necessary areas of irnestigaiion 
in technology, socio-lega! matters and other 
extra economic areas of relevance. These aie 
specified at the end by the author in terms 
of a set of general requirements for a na¬ 
tional programme of extension of irrigation 
association. 


There is widespread agreement in all 
circles on the need to improve the manage¬ 
ment of irrigation systems in developing 
countries so as to increase the efficiency of 
water use and productivity of agriculture. 
This is amply reflected in the interest being 
shown, especially since the late 70s, in im¬ 
proving the distribution system at various 
levels through technical and organisational 
changes. An alternative proposition put for¬ 
ward in this context is the participation of 
beneficiary farmers. The 80s have seen a 
plethora of literature on this aspect and also 
several programmes on organising farmers' 
association both in the existing surface ir¬ 
rigation systems and the nevf irrigation 
development projects. The repetitive nature 
of the proposition without breaking any new 
ground in that direction had its diminishing 
marginal utility. This book on the same sub¬ 
ject, however, is a welcome change; it at least 
brings a fresh air to the whole discussion on 
farmers’ participation in irrigation manage¬ 
ment The author attempts to break new 
ground through his approach and analysis 
of managing common property of water 
resources by trying to relate theoretical 
model with the development of case studies 
on users' co-operation in Philippines and 
India. There is no harm in giving it a try in 
our efforts in tackling many different dimen¬ 
sions of the institution of irrigation associa¬ 
tion in order to arrive at the proper comple¬ 
mentary and interventionist nature of policies. 
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India’s Urban Housing: Theory and 

Policy 

F B Anand 

Housing and Urbanisation: A Study of India by Cedric Pugh; Sage Publica¬ 
tions, New Delhi, 1990; Rs 250. 


A NUMBER of studio on housing and 
urbanisation in developing count lies have 
come up in recent times, thanks to the in¬ 
terest and initiatives of World Bank, 
UNCHS, USAID and other development 
agencies. This book, a result of Pugh's work 
in India during 1986-87, explores the hous¬ 
ing policy in its evolutionary form in India 
This highly readable interpretation of India's 
housing situation is characterised by the con¬ 
tinuity of thoughts and ideas which are not 
confined to the boundaries of each chapter. 
It would therefore be unfair to present a 
review of this book in a chapter-wise 
sequence. 

Though India does not yet have a publish¬ 
ed housing policy, 1 theie have been various 
policy stances emerging from the economic 
compulsions and the political ideology of 
the ruling parties at different point in 
time. Although some efforts for urban 
development—mainly land development foi 
housing—existed during the days of city im¬ 
provement trusts, large-scale land dr clop- 
ment and public housing programmes are 
post-1960 phenomena. Since then India’s 
policy orientation for housing has under¬ 
gone significant change—particularly alter 
the World Bank’s involvement in India's 
shelter programmes. It is this transition in 
India's housing policy, that Pugh addresses 
as the central theme in his book. 

In addressing this transformation, the 
scope of this book is largely confined to 
bringing out an analysis of urban housing 
markets in India and the housing policy in 
an attempt to formulate a framework lor 
housing theory, rather than present elaborate 
statistics (p 21). The housing markets of four 
large metropolitan cities are used as em¬ 
pirical cases to underscore the interpretations 
of the author. 

Pugh’s enquiry into housing theory cap¬ 
tures in a brief discussion (he weaknesses of 
Harrod—Damor approach of relying on 
capital-output ratio . fdr deciding in¬ 
vestments, Myrdal’s cumulative process 
development, Abrams' linking savings func¬ 
tions and self help processes to housing 
policy, Burns' finding that housing has 
economic dimension ih its multiplying ef¬ 
fects on income and employment, Franken- 
hofTs enquiry into economic value of 
domestic goods and services produced for 
intra-family exchange and Turner’s spon¬ 
taneous and self-building process of evolu¬ 
tionary housing. He observes that the World 
Bank’s housing theory synthesises elements 
from neo-classical economics and from all 
these housing economists. 

The earlier efforts for public intervention 
in housing were mainly in the form of 


replacing the ‘unacceptable’ and ‘sub¬ 
standard’ living conditions with ‘acceptable’ 
and 'formally planned’ solutions. The slum 
clearance programmes—for 'clearing' the 
slums and building storeyed apartments for 
the dwellers -emerged from this stance. 
However, this approach involving huge sub¬ 
sidies came under severe attack when World 
Bank entered the scene. The main plank of 
World Bank’s policy and ns new way of 
doing things is summarised as affordabilily- 
eost recovery replicability. Noticing that 
spontaneous sclt-bmlt housing had some 
virtues such as its being affordable, flexible 
in location, form, and its evolution suiting 
the individual needs, the policy envisaged a 
shill from ’’ budding limited amounts of 
apartment dwellings to improving the slums 
in setiled die as, and providing serviced plots 
in new land development” (p 24) 

Mousing policy rcfoim in India has been 
simultaneous to the experience from World 
Bank’s involvement in low income housing 
in Calcutta, Madias and Bombay. In 
Calcutta (1972) the project was a response 
to a crisis situation and there was not much 
tune led lor an elaborate reform prior to the 
project. The mam emphasis was tn situ 
improvement of the bustees- without much 
teeoursc to the .security of tenure It was 
more ot icdistribiiiivc public finance rather 
than based on 'user pays’ principle T his ex¬ 
perience led the World Bank to emphasise 
on ‘cost recovciy’ in its subsequent project 
at Madias (1977) In addition to shelter im¬ 
provement component, the supply for low- 
income shelter was to be m the form of laige 
sites and services projects. “Replicability 
became much more than a ‘financial con¬ 
cept’. It included ihe learning of managerial 
skills, the upgrading ol institutional capabili¬ 
ty” Yet in Madras, the reiorm was a response 
to the constraints as they surfaced dm mg the 
execution unlike m Bombay where a com¬ 
plete institutional reform was in place before 
the Bombay Urban Development Project 
(1984) could lommence. Unlike in Delhi 
(where theie has been no World Bank in¬ 
volvement), wherein the public sector 
monopoly in land supply has been respon¬ 
sible for inadequate adjustment in land 
supply leading to inflation in land values, 
in the other cities, public sector intervention 
was minimal prior to World Bank initiated 
reforms. Since then from Teaming by doing’ 
the reform has changed the perspective. 

However, the author observes that there 
are some weaknesses in the World Bank's 
first phase theory which is the basis for the 
Calcutta, Madras and Bombay projects, par¬ 
ticularly with regard to the production, con¬ 
sumption and saving processes in the wider 


economy. Though the affordability-cost 
recovery-replicability framework of World 
Bank added some economic dimension to 
housing problem, the author feels that it is 
more centred on individualism than upon 
the potential for developmental roles by the 
state. 

An alternative approach would be to pur¬ 
sue housing in a way which positively adds 
to national income, to employment and to 
economic and political development. There 
are four aspects to this approach. First, the 
housing capital market and government (and 
the financial system) act as intermediaries 
between production process in economy and 
the housing sector. Housing credit and mort¬ 
gage act as *he links. Second, the competi¬ 
tion and inequality in housing systems are 
products of a wider economic inequality. 
Therefore it becomes necessary to increase 
the supply of housing across a wide range 
of the distribution of income Third, urban 
investments and policy can be used as a 
means of extending property rights in assets. 
Fourth, there is a need to ensure a steady 
supply of land and housing to curb the 
escalation in land prices. 

The author observes that with the setting 
up of National Housing Bank the institu¬ 
tional framework for savings-investment- 
housing nexus is strengthened, though in the 
initial stages there is scope for role-conflicts 
since other housing finance institutions are 
already well established. It is observed that 
the experience of Norwegian Housing Bank, 
functioning as a mediator for funding hous¬ 
ing from saving-investment sector also em¬ 
phasises the need to have simultaneously an 
efficient land banking system to ensure that 
more households do not chase the fewer 
number of units generated in the housing 
market 

The author notes that efficiency in the 
housing markets in developing countries 
does not occur by itself and needs govern¬ 
ment's intervention to deregulate the markets 
and to enlarge saving-investment flow into 
housing. Two areas in which a reform is im¬ 
minent are staled to be those of intermedia¬ 
tion in housing finance and the role of 
informal sector in shelter. 

In Ihe context of increasing international 
intermediation, economy-housing linkage 
becomes stronger. Therefore the future 
strategics for housing finance will have to 
take note of this intermediation on one hand 
and the possibility for ‘securitising’ the 
finance packages on the other Tapping of 
US capital markets by HDFC under 
USAID’s housing guarantee programme is 
seen as a beginning of the internationalised 
housing finance. 

In the framework of integrating savings— 
investments and the housing sector, the 
informal sector also needs to be included. 
The author observes that in general housing 
investment statistics do not reflect adequate¬ 
ly the informal sector's contribution—most 
of which is self built and improved over a 
period of time using domestic and house¬ 
hold efforts and time. It is therefore argued 
that the housing policy reform has to 
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recognise the domestic labour component— 
particularly the housing efforts by women 
in maintaining tt o shelter—and consider 
these inputs as productive. 

Thus the book takes a close look at the 
housing and land policy framework in India, 
the metropolitan housing markets, 'learning 
by doing’ the shelter improvement, sites and 
services and local government reforms in the 
World Bank aided urban development pro¬ 
jects, the housing finance environment and 
possible direction for intcrnauonahsation of 
housing finance. 

What strikes a casual reader is ibat there 
is not much discussion on India’s urbanisa¬ 
tion and migration patterns. Migration is the 
key-premise in Turner's bridge header 
model' 1 on which the World Bank's policy 
leans heavily. It has been observed (hat a 
significant component of migration to laigc 
cities in recent decades is from uiban areas 
It appears that more ‘family’ moves lake 
place ralher than 'independent earner' mov¬ 
ing to the city as a bridge header An enquiry 
into the relevance ol Turner’s concept in this 
background would have added to the discus 
Sion a linkage between the urbanisation and 
housing policy relorms. 

While there is no doubt that World Bank's 
involvement in Calcutta, Madras and 
Bombay led to a very significant 
reform/change in India's urban housing 
policy in the form of increasing public sector 
shelter efforts for low income groups, em¬ 
phasis on cost-recovery and minimising sub¬ 
sidy, cross-subsidisation through project 
design, etc, there are also other efforts whose 
contribution to Indian housing policy 
reform is equally significant A special men¬ 
tion needs to be made of the Urban Com 
munity Development Project of Hyderabad. 
Though the book touches this in passing, a 
more detailed discussion would have great¬ 
ly enhanced the book's comprehensiveness 
in covering the housing initiatives in India. 
Similarly, the land readjustment technique 
as practised in the form of town planning 
schemes, the role of housing co-operatives 
in housing supply and finance arc some of 
the points one would have expected to find 
in a study of India's housing. It is true that 
the scope of the book is oriented towards 
develop-r.g a theoretical explanation of hous¬ 
ing markets and policy in India than present 
an exhaustive study of various approaches 
prevalent. Yet, these would have added 
strength to the very arguments that the 
author was making—to strengthen the 
savings-housing finance link, to increase 
land supplies and to deregulate the market. 

Thirdly, the author does not take into ac¬ 
count the housing sub-markets which are 
broadly reflected in the housing forms/ 
typologies. In general an Indian city 
develops around a high-density core—an 
‘old city’. Further, even within formal hous¬ 
ing, there are sub markets catering to specific 
income groom The independer,’ ‘bungalows’ 
a* also the 'deluxe' flats and stureyed apart¬ 
ments are affordable only for high income 
households, top executives, successful pro¬ 
fessionals and basin, • n. Some of the 


middle income households ‘manage* to get 
the public housing units, and through 
builders and co-operatives availing the for¬ 
mal housing finance. Further down, the 
housing supplies are vety meagre and this 
group either settles for subdivisions and 
unauthorised extensions or has to ‘raid’ the 
housing meant for families further down the 
incomes ladder. Therefore, the number of 
housing units supplied is not a unitary 
number and is akin to a basket containing 
some units for each sub-market. However, 
a significant portion of the housing credit 
and private sector initiative goes only for the 
highest income group leaving severe under- 
supply m some sub-markets. This has not 
changed even after the Urban Development 
Projects, since the number of units thus 
brought in is still a small component of an 
overall need and caters only to some of the 
sub-markeis Within an overall policy 
framework, the actions may have differing 
interpretations in different sub-markets 1 
Within tbe sub-markets, the rental hous¬ 
ing markets would have merited for a closer 
look -both I font the theory and experience 
angles It would have been interesting if the 
possible alternative policy reforms without 
a complete withdrawal of rent controls 
(which may take long lime) are also discus¬ 
sed in detail. 

1 he author brings out a strong argumenl 
for stepping up the land supply in all the 
three cases of Calcutta, Madras and 
Bombay The success in some of the earlier 
sites and services projects was to some extent 
due to the availability of public lands close 
to the city which could be transferred to 
housing agencies This was in an indirect 
manner akin to the author’s proposal for 
land hanking This had not been possible in 
the 1980s mainly due to high land costs and 
public agencies are left with little to spare. 
Peter Hall and others have suggested that 
decentralising the metropolitan cities could 
be through short distance satellite towns with 
advance public land acquisition (when 
speculative element is still small) and sub¬ 
sequently provide new transit routes. 4 Ii 
would thus have been interesting if the hous¬ 
ing policy reform was also linked to the 
direction for reform in settlement planning 
systems. 

In spite of these comments, this is a book 
that everyone interested in Indian housing 
policy and housing markets would find very 
useful and relevant. 

Notes 

1 In May 1988, the first National Housing 
Policy draft was placed in parliament. A 
revised draft policy is framed in May 1990 
and has been discussed in professional fora. 

It is not yet discussed and approved by the 
parliament. 

2 John Turner's model of 'self help housing’ 
was largely from his experiences in Latin- 
American cities. In the early stage of migra¬ 
tion, generally an individual—a ‘bridge 
header—moves to the city in search of a job. 
At this stage housing has no priority, though 


location is. Subsequently he bonsoUdates' by 
moving his family also to the city, and space 
also becomes a priority. With further im¬ 
provement in income, the family as 'status 
seekers’ pay attention to services and 
neighbourhood qualities. 

.1 Strassmann illustrates the need to consider 
housing supplies across different sub-markets 
to maximise the overall improvement in hous¬ 
ing situation in a given budget. (Optimal 
supply mix is derived using a linear program¬ 
ming framework.) See Strassmann W P, 
1977, ‘Housing Priorities in Developing 
Countries: A Planning Model’ in Land 
Economics. Volume 53, Number 3, 
pp 310-27. Also see Strassmann P, 1982, 
Transformation of Urban Housing: The Ex¬ 
perience of Upgrading in Cartagena, Johns 
Hopkins University Press. 

4 See Peter Hall, 1989, ‘A Conceptual 
Framework for Strategic Areal Development 
in Managing Metropolitan Metamorphosis 
and Development: A Global and Historical 
Perspective’, Regional Development 
Dialogue, Volume 10, Number 4, Winter. 

New Release 

WOMEN AND THE 
INDIAN PRINT MEDIA 
Portrayal and Performance 

by 

Rama Jha 

pp: xvi+208 Rs. 200 
First Authoritative Reference Book 
on the subject. Based on original field 
research. 

Available with all leading distri¬ 
butors and book, sellers 
or 

Direct from: 

Manager (Sales) 

Chanakya Publications 
F-10/14 Model Town 

Delhi 110009 


Do You K(’(|imv 
Any 

Indian Book ? 


Please Contact: 



GYAN BOOKS fVT. LTD. 

5. Ansari Road, New Delhi-110002 
Phones . 3261060,3282060 
Fax: (011) 2511737 Attn. GYAN 


Economic and Political Weekly September 19,1992 


204* 




SPECIAL ARTICLES 


Contribution of ‘Other Services’ Sector 
to Gross Domestic Product in India 

An Evaluation 

S M Kanaal 

While the ‘Enterprise Survey on Service Sectors’ conducted bv the CSO is a step in the right direction to strengthen 
the data base for estimation of the contribution of the ‘other services’ sector to the gross domestic product, the 
survey’s estimates of gross value added per worker are seen to be extremely low. This paper examines the survey’s 
figures of gross earnings and gross value added per worker in different categories of ‘other services’ and sets them 
against the results of a pilot survey undertaken in the Indian Statistical Institute, Delhi, of medical practitioners 
in Delhi which gives some insight into their actual earnings. 


I 

Introduction 

IN India the Community, Social and Other 
Services sectors contribute about 12 per cent 
of the total gross domestic product (GDP), 
which is generated, almost equally, in the 
‘Public Administration and Defence’ and 
'Other Services’ sectors. The gross value 
added (GVA) in the former sector is based 
on the annual government budget data of 
the central, states and local bodies and can 
be considered fairly reliable. However, for 
the latter sector it is computed by using the 
estimates of working force and the GVA per 
worker which are not readily available on 
annual basis. For the working force, the 
population census and the National Sample 
Surveys (NSS) are the two major data-sourcc 
and in the Revised Series of National 
Accounts their annual estimates are worked 
out by using 1971 and 1981 census results by 
assuming the geometric growth rate between 
the two census years. 

The second important factor, namely, the 
GVA per worker for different categories of 
services, till 1987, was mostly based on some 
ad hoc surveys and outdated NSS results in 
the 50s and 60s. In the revised series, which 
started in 1988 with 1980-81 as base 
(NAS), 1 these outdated GVA (per worker) 
figures have been replaced by more authen¬ 
tic data which are based on the ‘1983-84 
Enterprise Survey on Service Sectors’ (ESS) 
conducted by the CSO. 2 This is certainly a 
forward step in right direction to strengthen 
the data base of the most neglected service 
sector. However, there is much more left to 
be desired and there is still ample scope to 
improve the data base of GVA (per worker) 
estimates. 

It is a well known fact that any effort to 
collect income or earnings data is a sensitive 
and delicate matter, and there is a general 
tendency on the part of respondents to avoid 
or under-report their income due to several 
well recognised reasons. This is particularly 
true when the respondents belong to in¬ 


dependent and privately pursued profes¬ 
sions, like legal, educational, medical, etc. 
The reliability of collected data gets further 
eroded if the questions on income and 
profession-related expenditure are framed 
for a long penod of one lull year as the 
reference period Even it some respondents 
are prepared to answer honestly, very few 
would be able to icmcmbei correctly their 
income and expenditure for full one yeat 
This type of questionnaire, perhaps, might 
yield tolerable results if the respondents 
belong to the ‘employee’ category, who nor¬ 
mally do not have any reservation in dis¬ 
closing their income, which mostly comprise 
wages and salaries and arc received on mon¬ 
thly (or weekly) basis. For self-employed 
persons, however, such questions with long 
reference period ate bound to give absolutely 
low estimates of their income. For in¬ 
dependently pursued professions it is essen¬ 
tial to frame the questionnaire in .such a way 
that the respondents have no hesitation in 
providing correct mtormation and are able 
to recall for the given reference period. This 
can be achieved only if the reference period 
is short and the sensitive questions are put 
to the respondents in an indirect manner. In 
the legal profession, for instance, questions 
may be asked about the quantum of services 
provided during last one month, with break¬ 
up of number of litigation cases undertaken 
and completed, in lower, high and supreme 
courts separately. Similarly for the teaching 
profession, questions may be asked, in 
addition to monthly salary income (if any), 
about the number and hours of tuitions, 
hours devoted in coaching classes, etc, with 
one month as the reference period. In some 
professions (like medical), where res¬ 
pondents are likely to be very busy and may 
not be able to recall ail information for the 
whole month, reference period may. further, 
be curtailed to one week. 

In the light of the above remarks, the 
questionnaires of the 1983-84 ESS are very 
disappointing and no wonder that the survey 
estimates of the GVA per worker turn out 


to be extremely low in most of the services. 
Primary reason for these low figures appears 
to be the wrong approach in framing the 
questionnaire and asking direct income- 
related questions with a long reference 
period of one year. In this paper we have 
examined the survey based figures of gross 
earnings and GVA per worker under dif¬ 
ferent categories of ’other services’, 
particularly, those services lor which the ESS 
estimates of GVA per worker have been 
utilised by the National Accounts Division 
(NAD) ot thr CSO to estimate their con-, 
tribution to GDP. This is given in Section II. 

In 1SI, Delhi Centre, we have undertaken 
a research project related to the medical pro¬ 
fession and conducted a pilot survey of 
medical practitioners in Delhi Metropolitan 
Area in the first half of 1991. Its mam ob¬ 
jective is to study the income disparity bet¬ 
ween different categories of private practi¬ 
tioners, and also between doctors employed 
in various government medical organisation 
and private practitioners. Due to resource 
constraints and limited objectives, the 
coverage of the survey was confined only to 
allopathic doctors with at least MBBS 
degree For I lie survey we framed a small 
questionnaire where not a single direct ques¬ 
tion was asked about the respondent’s in¬ 
come but all possible avenues of income in 
the medical profession were covered. 
Respondents were asked about the quantum 
of different types of services provided by 
them during the last one week. After get¬ 
ting the desired quantitative information 
about different types of medical services, the 
investigators were instructed to revisit the 
respondent to gather information about the 
charges either directly from the respondent 
or indirectly through the patients, and record 
it under the ‘remarks' column. It so 
happened that to get the entire questionnaire 
filled up, the investigators had to approach 
the respondents, in most of the cases, two 
or three times. On the assurance that the 
project is purely for research purposes, we 
received very positive response and almost 
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all sample doctors (185 out of 200) provided 
detailed inform tion about number of con¬ 
sultations, visits, injections, surgical cases, 
etc. The field work and analysis of data has 
already been completed and the final pro¬ 
ject report is likely to be ready in another 
three months’ time In this paper we are 
presenting some of the survey results relating 
to the average income of private practi¬ 
tioners, supporting staff, etc, along with the 
average income of similar categories of 
government employees. It is true that the 
coverage of our survey was very much 
restricted in terms of area and the categories 
of practitioners, with large concentration of 
specialists in Delhi and, mostly, belonging 
to and serving the high income classes. Still 
it did give a rare insight into their actual 
earnings. These are presented in Section III. 
The concluding remarks and observations 
about the contribution of the service sector 
to the GDP are given in Section IV. 

II 

Enterprise Survey on Services 
Sector, 1983-JW 

(A) Survey Rr.sm rs 

The 1983-84 ESS was the first follow-up 
survey, based on the frame of the second 
Economic Census (1980) and collected 
detailed economic data (like employment, 
emoluments, wpenditure, receipts, etc) for 
the four sectors. ‘Services' is one of the four 
sectors and a separate report was brought 
out pertaining to this sector (ESS). The 
survey covered all own-account enterprises, 
and establishments with one or more hired 
workers in the following sub-sectors: 

(1) Real estate and business services (NIC 
code 82). 

(2) Legal services (83). 

(3) Unorganised educational services (920 
and 921). 

(4) Medical and health services (93). 

(5) Commumiy services (94). 

(6) Recreation and cultural services (95). 

(7) Personal services (96). 

(8) Others nec (99). 

The report has presented the annual all India 
estimates of selected economic charac¬ 
teristics like employment, wages and salaries, 
total gross receipts, expenditure, gross value 
added, .etc, for each service sub-sector, 


separately (Appendix table No IA). Based 
on these estimates we have computed the 
average annual gross earnings and GVA per 
worker which are given in Tkble I. 

The average GVA per worker for the en¬ 
tire service sector in 1983-84 is Rs 3,860 per 
year (or about Rs 320 per month). For rural 
and urban areas, it works out to be Rs 2,000 
and Rs 5,870, respectively. In other words 
the GVA per worker is only Rs 170 per 
month in rural areas and Rs 490 in urban 
areas lor different services, the combined 
(rural and urban) GVA per worker varies bet¬ 
ween Rs 2,290 annually (or Rs 190 pm) in 
community services and Rs 13,990 annually 
(Rs 1,170 pm) in legal set vices, with an 
average figure of Ks 3,070 annually (Rs 260 
pm) in the educalion sector and Rs 5,510 an¬ 
nually (Rs 460 pnt) in the medical and health 
sectors. 

Table I also gives the percentage ratio of 
GVA to gross earnings which work out to 
be as low as about 48 per cent in community 
and recreation sectors and as high as 88 per 
cent in the educalion services In two olher 
sectors, namely, real estate and medical, the 
ratio is 55 per cent, l e, 45 per cent of gross 
earnings are shown as business expenditure 
(excluding wages, rent and interest). These 
ratios of GVA to gross earnings, indeed, arc 
very low, particularly in the medical services, 
as our pilot survey of medical practitioners 
in Delhi (to be discussed in Section III) 
indicates it to be around 80 per cent. From 
the low figures of GVA, coupled with the 
high percentage of profession-related expen¬ 
diture, il might be suspected that the 
respondents, in general, have under-reported 
their income and have given inflated figures 
of expenditure. 

To gel a better insight into the average 
GVA of independently and privately pursued 
professions, we segregated hired workers and 
self-employed persons (including employers). 
Table 2 presents the average wages of hired 
workers and the average GVA for self- 
employed persons. 

The segregation of hired workers and 
other workers does show that the average in¬ 
come of self-employed and employer persons 
is higher than the income of hired workers. 
However, the income figures of both 
categories appear to be extremely low. The 
average monthly wages of hired workers are 
Rs 360 less in all sectors (except legal), with 


figures as low as Rs 160 in community, 
Rs 200 in recreation, Rs 210 in education 
and Rs 270 in medical and personal service 
sectors. For self-employed and employer per¬ 
sons, who are supposed to earn considerably 
higher income than the hired workers, the 
average monthly income are Rs 650 or less 
in all sectors (except legal), with figures of 
Rs 220 in community and personal services 
sectors and Rs 390 in educational service 
sector. 

Considering the urban areas alone, it may 
be noted that the average monthly wages of 
hired workers lor the entire service sector are 
only Rs 320, with figures varying between 
Rs 250 and Rs 410 in different sectors (except 
legal). For self-employed and employer per¬ 
sons in the urban areas, the average mon¬ 
thly income figures vary between Rs 320 for 
personal services and Rs 1,690 for legal 
service sector with a figure of Rs 620 for all 
sectors taken together. 

Assuming that most of the urban workers 
were supporting a family of, at least, four 
members on average (couple with two 
children) and considering that the 1983-84 
urban poverty line was around Rs 112 per 
person per month, 3 an urban worker was 
required to earn around Rs 450 per month 
in 1983-84 just to meet the basic minimum 
needs of his family members. If the ESS 
results are to be believed, almost all urban 
hired workers (and their family members) in 
the service sector were below the poverty line 
in 1983-84, and a large number of self- 
employed and employer persons in service 
sectors (particularly in education and 
personal services) were languishing below 
the poverty line. This is simply incredible. 

Examining them in the light of the cur¬ 
rent earnings, it may be noted that in 
1990-91, even a peon in government service 
earned around Rs 1,500 per month. In con¬ 
trast, when the 1983-84 ESS monthly income 
figures are adjusted for inflation (by about 
75 per cent as shown by the CP1-NM), the 
average monthly income of self-employed 
and employer persons at 1990-91 prices 
would be as follows in different service 
sectors: 

(1) Real estate Rs 1,220 

(2) Legal Rs 2,960 

(3) Education Rs 820 

(4) Medical Rs 1,500 

(5) Community Rs 1,070 


Tabif I: At.i -India Estimates of Average Annuai Earnings and Gross Value Added Per Worker in 1983-84 

(Ks) 


(NIC 

Code) 

(1) 

Sector 

(2) 

Gross Earnings 

Gross Value Added 

GVA/Gross Earnings 

Rural 

(3) 

Urban 

(4) 

Comb 

(5) 

Rural 

(6) 

Urban 

(7) 

Comb 

(8) 

Rural 

(9) 

Urban 

(10) 

Comb 

(ID 

82 

Real estate and business services 

3570 

14300 

10530 

2870 

7040 

5580 

80 

49 

53 

83 

Legal services 

5570 

22960 

21720 

4860 

14700 

13990 

87 

64 

64 

92 

Education services 

2740 

4410 

3500 

2480 

3780 

3070 

90 

86 

88 

93 

Medical services 

7480 

11420 

10090 

4240 

6150 

5510 

57 

54 

55 

94 

Community services 

2900 

9610 

4920 

980 

5360 

2290 

34 

56 

47 

95 

Recreation and cultural services 

3930 

15310 

9010 

2880 

6190 

4350 

73 

40 

48 

96 

Personal services 

I960 

5060 

3350 

1680 

3820 

2640 

86 

75 

79 

— 

All services 

3140 

10000 

6430 

2000 

5870 

3860 

64 

59 

60 
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(6) Recreation Rs 1,840 
(7} Personal Rs 560 
(8) All services Rs 1,080 
Thus, self-employed and employer persons 
in all service sectors (except legal), as per (he 
ESS results, would have on average earned 
less than the monthly emoluments of a peon 
in government service The only conclusion 
one can draw is that 1983-84 ESS is not able 
to capture income due to large-scale under¬ 
reporting by the respondents, particularly, 
by the self-employed and employer persons 
in professions like education, medical, real 
estate, etc. 

(B) USE OF 1983-84 Survey RfcSui rs 
for National Income Estimaiion 

In the revised series of national accounts 
statistics, the 1983-84 survey estimates of 
GVA (total as well as per worker) have been 
utilised in many sectors which are discussed 
below. 

Education and Real Estate 

The 1983-84 ESS came up with an 
estimate of 6.8 lakh workers engaged in 
unrecognised educational services, along 
with their GVA estimate of Rs 210 crore. In 
the revised series of NAS these are accepted 
in toto and are added to the GVA figures of 
recognised educational institutions to arrive 
at the total GVA estimates of the education 
sector in 1983-84. The ratio of the GVA bet¬ 
ween unrecognised and recognised educa¬ 
tional services was observed to be about 4 5 
per cent in 1983-84, which is used in all the 
subsequent years. This procedure is quite 
arbitrary and is needed to be examined in 
the light of the following questions: 

(1) What is the average GVA per worker in 
1983-84 for recognised institutions, and 
how does it compare with the extremely 
low GVA figure of Rs 3,070 in un¬ 
organised sector? 

(2) How does the working force in the 
entire education sector take into account 

Tabu 2: Avfragf In( 


6.8 lakh workers in unrecognised 
institutions? 

(3) If the above estimate of working force 
in unrecognised education was accepted 
for the education sector, why was the 
same procedure not followed for the 
other sectors like private medical, real 
estate, etc? 

One might argue that the alternative 
estimates of working force, used by the NAS, 
were more reliable and authentic than the 
survey-based figures. In that case it is all the 
more essential to cross-check the authentic 
estimates of working force in different ser¬ 
vice sectors with the corresponding figures 
of the survey before utilising only some of 
the survey-based figures and rejecting the 
others 

It is to be noted that lor the computation 
of GVA in unorganised real estate sector, the 
NAD has not utilised either the survey-based 
working force estimate (3.13 lakh workers) 
or the related GVA figure (Rs 175 crore). 
Instead, it decided to assume and use an 
arbitiaty figure ol per head earning in the 
unorganised real estate sector which was 
one-third of the per head earnings in the 
organised real estate sector 

Private Medical, Community, Leyal and 
ft-rsonal Services 

l ot all of these sectors, the survey-based 
all India figures for GVA (per worker) in 
1983-84 have been directly taken from the 
CSS results. For subsequent years they arc 
based on the annual compound growth rate 
between 1979-80 (economic census) and 
1983-84 (ESS) estimates of GVA per worker, 
and the price indices in different years, 
separately, for rural and urban areas 
However, the survey estimates of workers 
under dilfcrent categories are not used in 
spue of the fact that they are quite at 
variance in absolute numbers as well as m 
classification as compared to the census- 

imf oi Hint t) Workers and Stir Emimos to as 


based figures of working force in different 
service sectors (Ihble 3). 

Recreation and Entertainment Services 

In the revised series, the GVA estimates 
for this sector are worked out by taking tifer 
private consumption expenditure as proxy 
for the value of output and using the ratio 
of GVA to value of output. The latter has 
been taken from the 1983-84 ESS which 
works out to be about 48 per cent. In other 
words, the business-related expenditure (ex¬ 
cluding wages, rent and interest) account for 
about 52 per cent of total gross earnings, 
whidi appear to be highly inflated. In this 
sector there are a few other serious incon¬ 
sistencies between the NAS and the survey 
estimates For the NAS estimate the starting 
point is their private consumption expen¬ 
diture (Rs 962 crore in 1983-84), which is ad¬ 
justed by the ratio of GVA to gross earnings 
(about 48 per cent). Thus the GVA in recrea- 

r ahi 1 3: EstiviArrt) Numbf* or Workers in 
S t rvu r Sf<tor 

tonal 


Sectors 

Census 

(October 

1980) 

Survey 

(1983-84) 

(1) Real estate 

202 

313 

(2) Business service 

272 

J 

(3) legal 

245 

215 

(4) Education 

4479* 

679* * 

(5) Medical 

1395* 

701 + 

(6) Community 

695 

1114 

(7) Recreation 

385 

442 

(8) Personal 

3512 

1483 

(9) Others (nec) 

2280 

17 

Total 

13465 

4964 


• Total; •* only unrecognised; * private 
Source Census data on workers are taken from 
Tabic 17.1 for education and from 
Table 17.4 for all other services, given 
in the NAS publication, ‘Sources and 
Methods. 1989’. 

iEmpiomrs. 1983-84 

m 


Sector 



Hired Workers 


Others* 

Urban 



All Workers 

Rural 

Urban 

Comb 

Rural 

Comb 

Rural 

Urban 

Comb 

Real estate 

Year 

1720 

4900 

4320 

3100 

8460 

6150 

2870 

7040 

5580 


Month 

140 

410 

360 

260 

700 

510 

240 

590 

460 

Legal 

Year 

— 

9230 

9230 

4860 

20270 

18180 

4860 

14700 

13990 


Month 

— 

770 

770 

400 

1690 

1520 

400 

1220 

1170 

Educational 

Year 

2220 

3020 

2570 

3490 

5640 

4680 

2480 

3780 

3070 


Month 

180 

250 

210 

290 

470 

390 

210 

320 

260 

Medical 

Year 

2840 

3290 

3190 

4890 

10260 

7810 

4240 

6150 

5510 


Month 

240 

270 

270 

410 

860 

650 

350 

510 

460 

Community 

Year 

1240 

3130 

1870 

790 

7360 

2610 

980 

5360 

2290 


Month 

100 

260 

160 

70 

610 

220 

80 

450 

190 

Recreation, etc 

Year 

1400 

3260 

2350 

4570 

12560 

7390 

2880 

6190 

4350 


Month 

120 

270 

200 

380 

1050 

620 

240 

520 

360 

Personal 

Year 

2600 

3430 

3270 

1650 

3890 

2580 

1680 

3820 

2640 


Month 

220 

290 

270 

140 

320 

220 

140 

320 

220 

All services 

Year 

1790 

3900 

2960 

2110 

7490 

4440 

2000 

5870 

3860 


Month 

ISO 

320 

250 

180 

620 

370 

170 

490 

320 


* Others denote self-employed and employer workers. 
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lion sector, as per the NAS. works out to be 
around Rs 466 crore in 1983-84. In contrast, 
the survey-based figure of OVA is only 
Rs 192 crore 

It is surprising that for this sector the 
NAD has used the consumption expenditure 
(at market prices) as the proxy for the value 
of output (at factor cost). Moreover, the 
1983-84 survey figures of GVA arc based on 
the factor cost, as there is no provision in 
the questionnaire of the survey to collect in¬ 
formation on indirect taxes and subsidies 

From the above discussion, it appears that 
the NAD has not examined the quality of 
the survey estimates, and has used them ar¬ 
bitrarily in a discrete manner. 

Ill 

Pilot Survey of Medical Doctors 
in Delhi Metropolitan Area 

It is very difficult to know the precise 
number of medical doctors who are in ac¬ 
tive service in Delhi region, the Medical 
Council of India (MCI) and the Indian 
Medical Association (lMA)can provide in¬ 
formation, from their records, only about 
the number of doctors registered with them 
but they have no information about either 
the place of their actual practice or their date 
of retirement from active service. Delhi 
Medical Association (DMA), a voluntary 
organisation, enrolled fairly large number of 

TABLf. 4- Distribution 


doctors (with at least MBBS degree) as 
members, and is quite active in pursuing 
several medical profession-related research 
projects. Recently the DMA published a 
directory of its members in 1990 and listed 
the telephone numbers and addresses of all 
its members 4 fhe directory contained 
detailed information tor 5,040 member doc¬ 
tors and also gave their qualifications and 
specialisation. According to the DMA of¬ 
ficials, there arc aound 11,000 medical doc¬ 
tors in Delhi region of which about 4,000 
are employed in government medical inslitu- 
tions/organisations. Since the DMA is a 
voluntary organisation and the members 
have to pay an annual membership fee, many 
doctors in Delhi refrained from becoming 
its members This is particularly true for 
doctors in government service It got verified 
from the directory listing only about 17 per 
cent (867 out ot 5,040) of members as being 
in government service. 

(A) SAMPU- Dt.NK.NOh Pitot SURVEY 

We planned our survey by utilising the 
information about 4,173 private practitioners 
given in the DMA directory and used it as 
population Delhi was divided into five 
/ones, namely, north, south, cast, west and 
central. Keeping ihe limited resources in 
mind we decided 10 restrict the total sample 
size at 200 and to select at least 30 doctors 
in each zone for proper zonal representation 

SAMPLE RhSPONDENlN 


Speciality 

North 

South 

East 

Wrsl 

Ccniral 

Combined 

(1) Graduates (MBBS) 

16 

16 

17 

21 

16 

86 

(2) Specialists (MD) 

8 

10 

4 

8 

10 

40 

(3) Specialists (MS) 

8 

II 

12 

10 

10 

51 

(4) Combined 

32 

37 

33 

39 

36 

177 


in the sample. We also classified lift doctors 
in three broad categories by qualifications, 
namely, MBBS, MD (or equivalent) and MS 
(or equivalent) and decided to include at 
least four respondents in the sample for each 
category and in each zone. 

Keeping in view above-mentioned con¬ 
straints on the sample, we contacted nearly 
250 medical practitioners, spread across the 
five zones, for co-operation, and got positive 
response from about 200 doctors. Scrutiny 
of filled-in questionnaires showed that 177 
respondents have given complete informa¬ 
tion and rest of the 23 doctors gave only 
partial information for varioifs reasons. 
Thus, the survey results, given in this section, 
are based qn the income and profession- 
related expenditures of 177 respondents. 
1 heir distribution by zone and by speciality 
is given in Table 4. 

It may be noted that in order to get 
maximum response, the respondents were 
selected, partly, through purposive sampl¬ 
ing and partly through the method of ran¬ 
dom sampling. We did so because it was ap¬ 
prehended that the purely random sampling 
method might result in heavy casualties due 
to non-response and non-cooperation from 
the respondents and thus increase the work¬ 
load of the field survey. In fact, for the sen¬ 
sitive population, such as private medical 
practitioners, and sensitive subject, like 
income, the combined approach seems to be 
the most suitable method to ensure positive 
response from most of the respondents. 

In detail, we identified about 35 private 
practitioners, spread across the five zones 
and the three specialities, who were known, 
one way or the other, to us and were 
prepared to give fairly accurate detailed 
information about the quantum of medical 
services provided by them (and the fees 
charged). In fact we took help of one of the 


Tabie 5: Average Monthly 1n< ome oi Private Medical Practitione'RS by Specialisation 


(*i) 



Clinics 

Nursing Homes 

Combined 


No" 

Gross Nci 

No Gross Net No 

Gross 

Net 


(A) Graduates (MBBS) 










(1) General practitioners 

61 

3160 

24290 

2 

56090 

37740 

63 

32440 

24710 




(81) 



(47) 



(63) 

(2) Gynaecologists 

9 

35380 

28910 

14 

100140 

78780 

23 

74800 

59270 




(97) 



(99) 



(151) 

(3) Combined (A) 

70 

32140 

24880 

16 

96430 

73650 

86 

43770 

33950 



(83) 



(92) 



(87) 

(B) Post-graduates (MD/MS) 










(1) Speciaists (medicine) 

38 

34760 

27880 

2 

45230 

13120 

40 

35280 

28040 




(94) 



(39) 



(72) 

(2) Specialists (gen surgery) 

28 

43430 

37870 

7 

120860 

81410 

35 

58920 

46580 




(127) 



(102) 


9&90 

(119) 

(3) Specialists (gynaecology) 

8 

58300 

53870 

8 

135480 

103530 

16 

78700 




(181) 



(129) 



(201) 

(4) Combined (B) 

74 

40590 

34470 

17 

118840 

85900 

91 

55210 

44080 



(116) 



(107) 



(»3) 

(O Combined (A and B) 

144 

36480 

29810 

33 

107110 

79960 

177 

49650 

39160 



(100) 



GOO) 



(100) 


.Note: Figures in bracket denote average net income under different categories of specialisation expressed as percentage of average income for 
all categories of specialisations taken together. 
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private practitioners closely associated with 
the Indian Statistical Institute to frame the 
questionnaire. For the selection of the re¬ 
maining respondents (about 160) we con¬ 
tacted about 250 private practitioners, 
selected through random sampling from the 
DMA directory. Finally, we selected 200 
practitioners (including 35 known doctors), 
who had promised to devote time and fill 
the questionnaire earnestly. The respondents 
were assured in writing that the project was 
purely for research purposes and no infor¬ 
mation, given by them, would be revealed 
at the individual level. The fact that the pro¬ 
ject has been undertaken by a research in¬ 
stitution helped us immensely in gaining the 
confidence of the respondents. 

(B) Survey Results 

During the field survey work, we came to 
know that many respondents are running 
private nursing homes either as single owner 
or jointly with their spouses, and a large pro¬ 
portion of their income accrues as the room 
rent and other nursing home facilities 
charges. Moreover, it was observed that the 
average income of a practitioner, running a 
nursing home, is many times higher than the 
average income of a doctor practising at 


clinic and/or at residence. Thus the survey 
results are presented separately for the 
doctors practising at the clinic/residence and 
for doctors owning and running a nursing 
home. Table 5 presents average monthly in¬ 
come of private medical practitioners, 
classified by specialities and by type of prac¬ 
tices (clinic or nursing homes). The table 
gives both gross receipts as well as net 
income and the latter is worked out by ad¬ 
justing the former for (1) recurring expen¬ 
diture on the maintenance of clinic (like rent, 
supporting staff, medicines, utilities, etc), 
(2) recurring expenditure on the main¬ 
tenance of equipment, and (3) the deprecia¬ 
tion of the capital equipment. We would like 
to point out that most of the respondents 
had no hesitation in providing details of ex¬ 
penditures and, in fact, many respondents 
gave disproportionate expenditure figures 
which we thought were on the high side (in 
relation to receipts). This anomaly was cor¬ 
rected in most of the cases by discussing it 
with the respondents on subsequent visits. 

The average monthly net income of a 
doctor practising at clinic/residence works 
out to be about Rs 29,800 and for a doctor 
running a nursing home it works out to be 
about Rs 80,000 per month. The average net 

T AHLt 6 : Average Monthly Income by Zones 


income for both clinics and nursing homes 
combined is around Rs 3^,200 per month. 
Large variations can also be observed bet¬ 
ween graduate and post-graduate practi¬ 
tioners in clinics as well as in nursing homes. 
It is interesting to note that in nursing homes 
a graduate (gynaecology) doctor on an 
average earns considerably higher net 
income (Rs 78,800) than a post-graduate 
(MD) specialist (Rs 31,100). In clinics too this 
phenomena occurs; however, the difference 
is marginal—Rs 28,900 for a graduate 
(gynaecology) and Rs 27,900 for a specialist 
(medicine). 

We also computed average monthly net in¬ 
come separately in each zone for clinics and 
nursing homes. This showed that the prac- 


Table 8: Ratio of Profession-Related 
Expenditure to Gross Income 


Zone 

Clinics Nursing Combi- 
Homes ned 

(1) West 

19.4 

16.5 

18.2 

(2) East 

23.3 

30.7 

27.9 

(3) North 

18.1 

27.5 

21.1 

(4) Central 

18.0 

41.2 

22.5 

(5) South 

15.1 

21.0 

17.9 

(6) Combined 

18.3 

25.4 

21.1 


m 


West East North Central South Combined 


(A) Clinics 


(1) Number 

31 

23 

26 


33 

31 

144 

(2) Gross receipts 

37680 

25200 

35450 


45290 

35140 

36480 

(3) Net income 

30380 

19320 

29040 


37180 

29820 

29810 


(102) 

(65) 

(97) 


(125) 

(100) 

(100) 

(B) Nursing homes 








(1) Number 

8 

10 

6 


3 

6 

33 

(2) Gross receipts 

107830 

92840 

71260 


122660 

157980 

107110 

(3) Net income 

89990 

64350 

51670 


72180 

124800 

79960 


(113) 

(80) 

(65) 


(90) 

(156) 

(100) 

(C) Combined (A and B) 








(1) Number 

39 

33 

32 


36 

37 

177 

(2) Gross receipts 

52070 

45700 

42160 


51740 

55060 

49650 

(3) Net income 

42610 

32960 

33280 


40090 

45220 

39160 


(109) 

(84) 

(85) 


(102) 

(115) 

(100) 

Note: Figures in bracket denote average zonal income expressed as percentage of average income for all zones taken together. 


Table 7: Distribution of Private Practitioners by Monthly Income Class along with Average Monthly Net Income 






■ 


<*s) 


Below 

10,000 to 

20,000 to 

30,000 to 

40,000 to 

Above 

All 


10,000 

20,000 

30,000 

40,000 

60.000 

60.000 

Classes 

(A) Clinics 








(1) Number 

18 

48 

29 

15 

19 

15 

144 

(2) Percentage of total doctors 

12.5 

33.3 

20.1 

10.4 

13.2 

10.4 

too 

(3) Average net income 

7830 

14300 

24770 

34620 

48790 

86690 

29810 

(B) Nursing homes 








(1) Number 

— 

I 

2 

9 

2 

19 

33 

(2) Percentage of total doctors 

— 

3.0 

6.1 

27.3 

6.1 

57.5 

100 

(3) Average net income 

— 

14700 

29890 

37160 

50600 

112030 

79960 

(C) Combined (A and B) 








(1) Number 

18 

49 

31 

24 

21 

34 

177 

(2) Percentage of total doctors 

10.2 

27.7 

17.5 

13.5 

11.9 

19.2 

100 

(3) Average net income 

7830 

14310 

25100 

35570 

48960 

100850 

39160 
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Statement by the 

Chairman 

Mr. Mantosh Sotuilii 
at the Company’s 
Sixth Annual General Meeting 
held in Bombay 
on August 28, 1992 


Performance during the year under review 

In the period under review, your Company earned a net profit of 
Rs 4 9 crores on an income of Rs 81 6 crores and your Directors have 
recommended a maiden dividend This performance, in the short period 
since the Company's inception, is indeed very impressive Credit for this 
is due to the dedicated teamwork of the Company's employees Equally, 
tribute for this must be paid to the collaborators Wartsila Diesel 
International Ltd, whose commitment, foresight, continuing 
innovativeness and participative management style have been 
responsible for laying the loundation of a strong organization in India 
In contributing towards this creditable performance, your Company 
substantially improved the level of services of its operations Increased 
power plant availability has given greater customer satisfaction. Better 
systems and logistics planning has facilitated faster spares availability. 
The opening of more service offices in the country brought service 
personnel closer lo customers. In an increasingly competitive world, 
there is no room for complacency Continuing improvement and higher 
standards of performance are the recipe for success, and these boldly 
feature as the Company’s Key Result Areas, 

Power plants aggregating 56MW of captive power were 
commissioned during the year. The total installed base ol Wartsila 
Diesel DG Sets in the country today exceeds 400 MW spread over 3S 
installations, I am also happy to announce that the Company 
JPf has achieved a landmark In emssing the 100MW mark in 
engine deliveries from the Khopdi factory, These 
W&\w0tsVV am major milestones of achievement In relation to 
TcfflP - tne demand and the opportunities that exist, 

however, these are merely your Company's first steps 
'am along a long road to dynamic growth and prosperity. 


Setting up and commissioning large captive power plants is not 
always a smooth and painless process Your Company experienced this 
dunng the commissioning of some of the power plants, when high value 
equipment procured from manufacturers of repute failed shortly after 
commissioning Corrective measures have since been taken and 
repairs on such equipment have been carried out These power plants 
will be recommissioned in the coming months. I believe that both the 
Company's vendors and the Management would gain from this 
experience in ensunng that the concept of Total Quality Management is 
fully adopted, both in product and in process 

Performance during the current year 

In the first lour months of the current year ending July, 1992, your 
Company achieved a turnover of Rs 23 crores The order backlog on 
3Jst July, 1992 was Rs. 53 crores compared with Rs 32 crores last year 

The economy 

4 During last year there has been a major transition from a 

f 4 highly regulated economy to a market-driven free economy 
1 edging slowly towards globalisation. Though a policy 
framework to achieve this is being put in place, its implementation 
leaves much to be desired in my view, there is need lor a maior 
altitudinal change at all levels of the Government hierarchical structure, 
although l realise that to bring about Such a change wilt not be easy as 
old habits die hard This factor is likely to continue as a serious 
impediment in the management ol the economic reform package 
In an attempt to combat inflation, Government has imposed a severe 
credit squeeze and hiked the interest rates This has led to a demand 
recession in many key industries, so much so that industrial production 
in 1991 92 has registered a negative growth rate Immediate steps to 
stimulate demand and overcome this situation are, therefore, imperative 
According to recent Government pronouncements the annual inflation 
rate has declined to a single-digit level after nearly two years, this is one 
positive result of tne economic reform However, in the ultimate 
analysis, the remedy lor inflation is greater fiscal discipline and not an 
overly tight monetary policy 

At the same time, one cannot help getting the feeling that as an 
aftermath of the scam, the liberalisation programme of the Government 
has been put on the back burner This, it true, will have very serious 
consequences because in any radical economic programme of this 
type, speed is of the essence Reforms in the financial services sector 
and measures necessary tor the rationalisation of the labour force in 
industry are two areas which require immediate attention Liberalisation 
without reforms in the financial services sector can only achieve partial 
results just as gains in productivity without rationalisation of the work 
forcejntl remain a far cry 

The current energy scenario 

%£!* The total installed power generation capacity today 

« about 69,000 MW During the Eighth Plan, 
approximately 24,000 MW is expected to be added to the 
installed generating capacity at an estimated cost of Rs 70,000 crores 
Even this proposed addition is unlikely to reduce the ever widening 
demand-supply deficit Industry in different regions has been hit by 
power shortages in varying degrees, and both the quality and reliability 
of this vital input for industrial growth continues to be poor The State 
Electricity Boards, with a background of poor management, mounting 
transmission and distribution losses and unsatisfactory Plant Load 
Factor, are today strapped for cash. The increase in tanff rates, aimed 
only at the industrial sector, meet with natural residence from users in 
the absence of a corresponding improvement in the utilities' 
performance. With the utilities pricing policy so heavily tilled in favour of 
the agricultural sector, and with industnal growth so crucially dependent 
on high quality power input, this vicious cycle will only heighten the 
power deficit m the years to come. Captive power generation, with its 
advantages of short gestation time, increased reliability and better 
quality, is the only answer in the medium term tor increased industrial 
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and economic growth In this backdrop, the Government's decision to 
permit private participation in power generation is seen as a positive 
sign to quickly improve this infrastructural malaise 

Total Quality Management (TQM) 

, 1 ***»r**8s t *- encompasses the dodnne of achieving total 
' customer satisfaction and improving overall competitiveness 
through continuous improvement The involvement of every employee 
is an essential prerequisite to become a TQM Company A number of 
training programmes were conducted during the year towards this 
Quality Movement objective. Select task forces were set up to facilitate 
induction of all personnel in all offices and the works. Trainers were 
developed within the organisation who also participated in external 
programmes for a better appreciation of industna! practices at large 
Executives were trained to become Systems Quality Assessors to 
effectively conduct internal systems audits in the organisation Besides 
being essential ingredients lor ISO 9000 accreditation towards which 
your Company is working, these programmes have greatly helped build 
teamwork, commitment and a spirit of total involvement amongst 
employees 

Human Resource Management (HRM) 

. - Companies the world over recognise the management. 

/ > ' j training and development of their human resources as the 
’ -f 1 “ i „ J single major contributor to corporate growth 
innovativeness, dynamism and prosperity 
Your Company has consciously promoted training inputs tor all its 
employees Technical training in the development of skills, product 
knowledge and power plant operation continued to demand the 
attention of the Technology School Simultaneously, management 
development programmes were conducted througl workshops, 
seminars and cross functional task forces to encourage participation 
and to foster a vibrant, dynamic, customer-oriented team It is 
heartening to see that the 270 employees ol your Company have 
exhibited a high degree of dedication and commitment to place the 
organisation in a position of considerable strength for further growih 

Collaborators 

Your Company's collaborators Wartsila Diesel 
International Ltd maintained their dominant leadership in the 
global medium speed diesel engine market Sales in 1991-92 increased 
)y 43% mspite ot considerable fluctuations m the global market - this 
dllows a 39% increase in sales in the previous year The Group's 
jrderbook at the start ot the current year is at an optimal level Irom the 
operational point of view The financial performance of the Group also 
egistered a marked improvemen! over the previous year In the face of 
ecession in most of the advanced economies of fhe world, this 
oedormance by the Company s collaborators has indeed been 
emarkable 

The current year too holds promise of a further increase in Wartsila 
Diesel Internationals’ sales and profu The key factors m our 
lollaborator’s success is their continual investments in Research 8 
Development, their vision of growth through identification of new 
narkets and swift Implementation of strategic plans to develop fhe global 
tetwork. The Group's investments in Research 8 Development total 
i 6% of net sales and a focus on basic engine development, emission 
:ontrol research and the gas diesel development programme Following 
i test period, and having gained positive expenence from their 
tigh-pressure Injection, natural gas fuelled engines installed in power 



plants almost two years ago, the Group has commenced intensive 
marketing ot its full range ot gas power plants The objective is to provide 
customers with a complete range ot environmental friendly gas-diesel 
engines including both lean-burn and high-pressure injection models. 
These gas-diesel engines have a great potential m India also 
India continues to be amongst the most important markets in the 
Wartsila Diesel global network Seeing how well your Company is 
performing, I always cite this as a leading example ol how successful 
joint ventures should be modelled This is hardly surprising when one 
analyses the ability ot the collaborators to develop and nurture markets 
around the globe in the true spirit ot internationalism blended with local 
talent 

Outlook & Prospects 


N 


Mercifully, the ill effects of inadequate rainfall in the crucial 
months ol June and July this year are likely to be wiped out 
with the monsoon becoming active lately in most parts of the country. 
This would help to stimulate the economy, though overall business 
environment is likely to continue to be sluggish with considerable 
pressure on margins 

In a turbulent environment, nations need to change to stay ahead 
Corporations too India's radical reforms - deregulation, decontrol and 
delicensmg - seek to "uncage the tiger" The move towards a 
market-driven tree economy is exciting, and will open up immense 
opportunities Your company is equipping itself to meet the challenges 
of the 90 s building, a strong, competent team committed to "Service 
Excellence", striving towards the goals ol "Total Quality and Customer 
Satisfaction', seeking opportunities to embark on new opportunities - 
captive power tor utilities, and captive pOwer from natural gas. The list 
is unending So are the challenges Given the state-of-the-art 
technology that Wartsila Diesel possess, their continuing developmental 
programmes and their commitment to developing and nurturing markets 
around the globe, I feel confident that your Company will continue to 
grow m strength 



WARTSILA ©OBSflQ, 


India Ltd. 


Registered and Hud Office 

New India Centre lllti Floor 17 Cooperage Road. Bombay 400 039 Phones 22-2026853,2027608,2020762, pelex 11 -86988 WDIL IN, Fax 22-2026614 
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;f titioners (in clinics) in ceniraJ zone had the 
'*■ highest income '125 per cent of all-zone 
4 ' average) and for nursing homes south zone 
had the highest income (156 per cent of all¬ 
zone average). Correspondingly, the lowest 
figures were observed in cast zone for clinics 
,» (65 per cent) and north zone for nursing 
homes (65 per cent). These are given in 
Ihble 6. 

}■ Classifying the sample respondents by 
j! monthly net income groups, we observed 
\( that, in clinics, only about 12 per cent of 
j’L them had income below R$ 10,000, and 
about one-third (34 per cent) earned more 
V- than Rs 30,000 per month. For nursing 
'■}. homes, only about 9 per cent earned less 
than Rs 30,000 and about 58 per cent earned 
j more than Rs 60,000 per month (Table 7). 
U From the average gross receipts and net 
{* income figures, we computed the ratio of 
|»' expenditure to gross receipts. It worked out 
k to be around 18 per cent for the doctors 
practising in clinics and around 25 per cent 
for the nursing home doctors. The ratio of 
expenditure to gross receipts in different 
zones varied between 15 per cent in south 
i'* zone and 23 per cent in east zone for the 
' doctors practising in clinics, and between 16 
. per cent and 41 per cent for the nursing 
home doctors in west and central zones, 
respectively (Ihble 8). 

We also studied variations in net income, 

; separately, by qualifications and by speciali¬ 
ties, and computed simple statistical 
measures like range, standard deviation and 
coefficient of variation. These are presented 
: in Table 9. As expected the variations in in- 
*• come are very large in all categories of prac¬ 
titioners and, except in the case of graduate 
gynaecologists, the upper value of the range 
is not covered even by the mean plus 3 times 
the standard deviation (m + 3s) in any of the 
i- categories. The coefficient of variation is 
highest for the general practitioners (97 per 
cent) and lowest for the graduate gynae¬ 
cologists (50 per cent). Among the specialists 
it works out to be around 70 per cent, both 
for surgery as well as for medicines. For nur¬ 
sing home doctors it is around 72 per cent. 


(C) INCOME COMPARISON: PRIVATE 
versus Government doctors 

We also collected information from 
government medical organisations (like, 
CGHS, ESI, Delhi Administration-run 
dispensaries, and important hospitals) 
relating to the number of doctors, their plac¬ 
ing in different pay-scales and different types 
of allowances in 1991. In Delhi, all govern¬ 
ment medical organisations follow almost 
the same pay-scales, with only marginal 
differences in some of the allowances. We 
received very favourable response from con¬ 
cerned authorities and obtained the desired 
information about total income (basic pay 
plus allowances). However, we could not ob¬ 
tain the exact placing of each individual 
doctor in the pay-scale in 1991, as the con¬ 
cerned administration does not maintain 
files separately for each doctor and they pro¬ 
vided us only pay-scales and the number of 
doctors in that category We classified 


government doctors into three distinct in¬ 
come classes (comparable to the income 
groups of private practitioners) by different 
employers and the results are presented in 
Table 10. 

At this stage we would like to point out 
that we could not obtain any information 
about the medical services provided privately 
on payment (if any) by the government doc¬ 
tors. The concerned authorities completely 
ruled out any such possibility (particularly 
in Delhi) as, according to them, there are 
strict rules and drastic action is taken against 
such doctors. This might be true, wy feel, for 
all central government hospital doctors and 
senior doctors of other organisations. Still 
the possibility of private practice by some 
junior doctors in organisations like ESI and 
CGHS is not completely ruled out. This 
raises an important question why doctors, 
with high academic achievements, prefer 
government service, especially when their 


Table 10: Distribution of Government Doctors by Broad Income Groups 



Rs 4,000 to 
7,000 

Rs 7,000 to 
10,000 

Rs 10,000 to 
12,500 

Combined 

(1) CGHS 

187 

521 

44 

752 

(2) Delhi administration 

159 

222 

1 

382 

(3) ESI 

232 

164 

30 

426 

(4) Hospitals 

1250' 

370 

490 

2110 

(5) Combined 

1828 

1277 

575 

3680 

(Per cent) 

(49.7) 

(34.7) 

(15.6) 

(100) 


* 1250 doctors is an approximate number, as their exact number is not known due to administrative 
reasons and exclusion of student doctors from the coverage of the survey. 


Table 11: Average Monthly Emoluments of Supporting Staff 


Private (Clinic) Private (Nursing Government _ 

Average Range Home) Minimum Maximum 

Average Range 


(1) Nurse 

830 

400-1250 

1000 

600-1500 

1730 

4100 

(2) Receptionist 

790 

300-1000 

1040 

500-1800 

1730 

3600 

(3) Attendant 

730 

350-1500 

850 

500-2500 

1730 

3000 

(4) Dispenser 

990 

500-1500 

1000 

1000 

1730 

3600 

(5) Technical (lab, X-ray) 

880 

500-1200 

1700 

800-2500 

2630 

4100 

(6) Aya/sweeper 


— 

530 

350-750 

1350 

2150 


ii 


Table 9- Variations in Net Income by Educational Qualiek ations and Specialisation 

(Rs per month) 



No of 
Doctors 

Mean 

Range 

Minimum Maximum 

Standard 

Deviation 

Coefficient 
of Variation 
(Per Cent) 

Median 

(A) Clinics 

(1) Graudates (MBBS) 

(I) General practitioners 

61 

24290 

5570 

151080 

23600 

97.2 

15600 

(2) Gynaecologists 

9 

28910 

6490 

55100 

14410 

49.8 

29470 

(3) Combined (MBBS) 

70 

24880 

5570 

151080 

22680 

91.2 

18700 

(II) Pom Graduates (MS/MS) 

(1) Specialists (Medicine) 

38 

27880 

5240 

100750 

19970 

71.6 

20110 

(2) Specialists (Surgery) 

36 

41430 

8540 

137330 

28930 

69.8 

32510 

(a) General 

28 

37870 

8540 

137330 

25080 

66.2 

29100 

(b) Gynaecology 

8 

53870 

10390 

129740 

36960 

68.6 

42600 

(3) Combined (1 and 2) 

74 

34470 

5240 

137330 

25650 

74.4 

25790 

All clinics (1 and II) 

144 

29810 

5240 

151080 

24720 

82.9 

25180 

(§) Nulling homes 

33 

79960 

14700 

315100 

57880 

72.4 

67080 

(C) All practitioners (A and B) 

177 

39160 

5240 

315100 

38770 

99.0 

27370 
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counterparts in private practice are minting 
money and earning many times higher in¬ 
comes than the government doctors. A par¬ 
tial answer to this dilemma might be the 

(1) highly subsidised residential accommoda¬ 
tion and free telephone for senior doctors, 

(2) position in the society and, above all, 

(3) a sense of job satisfaction. Another 
reason appears to be the inability of some 
doctors to raise enough financial resources 
to stall their own practice in a city like Delhi. 
During the survey, we came across many 
doctors who availed of premature retirement 
and started private practice. 

The size-distribution of government doc¬ 
tors given in Thble 10, when compared with 
the distribution of private practitioners, gives 
an extremely varied picture. In government 
about 84 per cent of doctors receive total 
emoluments below Rs 10,000; in contrast, 
only 10 per cent of private practitioners fall 
in that category. While in government no 
doctor draws a gross salary more than 
Rs 12,500 per month, in private practice 
about 80 per cent of doctors earn more than 
Rs 12,500. 

A comparative percentage distribution of 
government and private doctors by broad in¬ 
come groups is as follows; 


Monthly Income Govt Private 
Doctors Practi¬ 
tioners 


Rs 4,000 to 7,000 

49.7 

3.4 

Rs 7,000 to 10,000 

34.7 

6.8 

Rs 10,000 to-Rs 12,500 

15.6 

9.0 

Above Rs 12,500 

Nil 

80.8 

All 

100.0 

100.0 


Under recurring expenditure for the 
maintenance of clinic or nursing home 
establishments, we had recorded detailed in¬ 
formation about supporting staff employed 
by the private practitioners. \W analysed this 
information and worked out the average in¬ 
come of different categories of supporting 
staff. Their average income (from medical 
profession) and the range, alongwith the 
minimum and maximum emoluments of 
government employees in the same category 
are given in fable 11. 

The condition of privately employed 
medical personnel is extremely grim as com¬ 
pared to the government employees of the 
same category. Almost in all categories, the 
maximum emoluments drawn by private 
medical personnel arc lower than the 
minimum emoluments drawn by govern¬ 
ment employees belonging to the same 
categories. This, apparently, is an example 
of exploitation of lower staff by high-income 
private practitioners. Of course, the privately 
employed staff do make some extra money 
by administering injections or providing 
medicines in the absence of the doctor. And 
in the case of nursing homes, all lower 
categories of supporting staff receive con¬ 
siderable amount of money (as tips) from 
patients. 

IV 

Concluding Remarks and 
Observations 

(1) The questionnaire of the 1983-84 ESS 
is framed in a defective manner, allowing the 
respondents in service sector to under-report 
their income For coliectirg proper informa¬ 


tion on sensitive items, like income, the 
respondents should have been approached 
with indirect questions referring to short 
time-periods. 

(2) In 1983-84 the all-India urban pover¬ 
ty line was about Rs 112. This, when updated 
for 1990-91 prices (by CPI-NME), works out 
to be around Rs 200 per person per month 
in 1990-91. Thus a family of four members 
in urban areas would require at least Rs 800 
per month just to meet the basic needs of ! 
the family. In the light of the above 
minimum required expenditure, it is difficult 
to justify the extremely low ESS based urban : 
GVA figures, particularly, in the 
independently pursued professions like, 
education, medicine and real estate. As per j 
the ESS results on monthly urban GVA, 1 
taken as proxy for income and adjusted for 
price increase, most of the workers (and their ; 
families) in 1990-91 would be below the 
poverty line in education and personal ser¬ 
vice sectors, and only a little above the pover¬ 
ty line in real estate, medical and community : 
and religious service sectors. 

(3) The ESS ratio of GVA to gross earn¬ 
ings is extremely low in most of the sectors 
and needs to be cross-checked with some 
other independent data on GVA and gross 
earnings. It is difficult to believe that in some 
service sectors, like real estate, medicine, 
community and recreation and entertain- ' 
ment, the business-related expenditure (ex- . 
eluding wages, rent and interest) account for 
about 50 per cent of the total gross earnings. •, 
It is a well-recognised notion that in this type 
of survey (like ESS) the respondents try to 
conceal their income and exaggerate their 
business-related expenditure. This notion 


Appendix Table 

AllTndia Estimates of Selected Economic Characteristics in Service Sector 


NIC 

Code 

(1) 

Sector 

(2) 


Employment (000) 

Earnings 
(Rs mm) 
(6) 

Gross Value Added 

(Rs mm) 

Tbtal 

(3) 

Hired 

(4) 

Others 

(5) 

Total 

(7) 

Wages 

(8) 

Others 

(9) 

82 

Real estate and business services 

Rural 

110 

18 

92 

393 

316 

31 

285 



Urban 

203 

81 

122 

2904 

1429 

397 

1032 



Combined 

313 

99 

214 

3297 

1745 

428 

1317 

82 

Legal services 

Rural 

14 

— 

14 

78 

68 

— 

68 



Urban 

200 

101 

99 

4592 

2939 

932 

2007 



Combined 

215 

101 

114 

4670 

3007 

934 

2073 

92 

Educational services 

Rural 

368 

295 

73 

1007 

911 

656 

255 



Urban 

311 

221 

90 

1373 

1176 

668 

508 



Combined 

679 

516 

163 

2380 , 

2087 

1324 

763 

93 

Medical and health services 

Rural 

236 

75 

161 

1766 

1001 

213 

788 



Urban 

465 

274 

191 

5308 

2861 

901 

I960 



Combined 

70t 

349 

352 

7074 

3862 

1114 

2748 

94 

Community services 

Rural 

779 

321 

458 

2260 

760 

399 

361 



Urban 

335 

159 

176 

3220 

1794 

498 

1296 



Combined 

1114 

480 

634 

5480 

2554 

897 

1657 

95 

Recreation and cultural services 

Rural 

24} 

131 

114 

964 

705 

184 

521 



Urban 

197 

135 

62 

3017 

1219 

440 

779 



Combined 

442 

266 

176 

3981 

1924 

624 

1300 

96 

Personal services 

Rural 

821 

25 

796 

1613 

1381 

65 

1316 



Urban 

662 

103 

559 

3352 

2529 

353 

2176 



Combined 

1483 

128 

1255 

4965 

3910 

418 

3492 


All services 

Rural 

2591 

868 

1713 

8113 

5167 

1554 

3613 



Urban 

2384 

1077 

1307 

23830 

13993 

4197 

9796 



Combined 

4965 

1945 

3020 

31943 

19160 

5757 

13403 


Sourer.- Enterprise Survey of Service Sectoi, 1983-84, Central Statistical Organisation, Ministry of Planning, Government of India. 
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1 gets strengthened when we compare the ESS 
| results «i ith the pilot survey results for the 
,’j medical profession. In contrast to ESS ratio 
, of GVA to gross earnings of about 50 per 
cent, the pilot survey yielded a ratio of 
around 82 per cent for clinic practitioners 
' and 75 per cent for nursing home doctors, 
j (4) The NAD has used the ESS estimates 
in a very arbitrary manner without cross¬ 
checking and validating them with similar 
estimates based on some other independent 
and reliable data. As the ESS questionnaire 
is framed with the same type of income- 
related queries for all service sectors, the ESS 
income estimates would be of the same 
quality (good or bad) in various service 
sectors. One cannot take the libertypf using 
some estimates and rejecting others. This is 
particularly true for the unorganised real 
estate service sector, where the NAD prefer¬ 
red to use an arbitrary figure of GVA per 
worker ('/jrd of the organised sector) 
without any proper explanation, rather than 
using the ESS estimates. For the unrecognis¬ 
ed educational services, on the other hand, 
the NAD utilised the ESS estimates both of 
number of workers as well as the GVA per 
worker to arrive at the total GVA of these 
services. 

(5) In recreation and entertainment ser¬ 
vices sector the NAD has used the private 
consumption expenditure (at market prices) 
as a proxy for the value of output (at factor 
cost). This seems to be a conceptual error 
and needs to be rectified. Due to this error 
the GVA of this sector would get highly in¬ 
flated as a very high proportion of consumer 
expenditure on entertainment consists of 
indirect taxes in the form of entertainment 
tax levied by the state governments. However, 
a large part of this artificial increase, we feel, 
gets nullified by adopting an extremely low 
ratio of GVA to gross value of output. 

(6) In contrast to ESS-based average mon¬ 
thly income of Rs 1,500 (at 1990-91 prices) 
of urban self-employed and employer 
workers in medical profession, the pilot 
survey of medical practitioners in Delhi 
region shewed an average monthly net 
income of Rs 29,810 for doctors practising 
in clinics and Rs 80,000 for doctors owning 
and running the private nursing homes. At 
the first glance, the pilot survey estimates of 
average income might appear to be extremely 
high. However, for assessing their quality 
one has to keep in mind the following points. 

(a) The pilot survey is restricted to medical 
practitioners residing and practicing in 
Delhi—a metropolitan city with high con¬ 
centration of all types of medical experts 
who serve and belong to the high income 
groups of Delhi population. 

(b) This is the first survey of its kind in 
India, to the best of our knowledge, where 
unconventional methods, both in designing 
of the questionnaire as well as in canvass¬ 
ing, have been used to estimate the value of 
a sensitive variable like income. 

(c) The above income estimates are derived 
indirectly from the collected information 
after assuring the respondents that none of 


the information given by them would ever 
be used at individual level for administrative 
purposes (like income-tax). The respondents 
co-operated, mainly because the assurance 
was given by a well known research institu¬ 
tion, and had no hesitation in giving detailed 
information about the medical services, as 
much as they could remember, provided by 
them to society. 

(d) The pilot survey, it should be 
remembered, is only a case study, and is con¬ 
ducted to achieve a limited objective to col¬ 
lect income data of private medical practi¬ 
tioners in Delhi region. However, its suc¬ 
cessful completion does show that with 
sincere efforts and unconventional methods, 
one can collect reasonably reliable data even 
for a sensitive variable like income 

People in Delhi, do have some vague 
notion that in professions like medicine, law, 
real estate, etc, the involved persons earn a 
lot but disclose only a part of it in ihetr lax 
returns. However, nobody knows the extent 
of evasion. According to income tax of¬ 
ficials, in Delhi no doctor in 1989-90 had 
filed a return with annual income of more 
than Rs 2,00,000 (or Rs 16,700 per month). 

(7) In this paper, we also compared the 
average income of medical profession- 
related government employees (doctors, 
nurses, attendants, technicians, etc) with the 
income of privately employed persons of the 
same category. In fact this is one of the main 
themes of the pilot survey. We observed that 
while private practitioners earn many times 
higher income than the government doctors, 
their supporting staff members earn, on 
average, a salary which is less than 50 per 
cent of their counterparts’ salary in govern¬ 
ment organisations. 


(8) In view of the reasonable results ob¬ 
tained through pilot survey for the private 
medical practitioners in Delhi region, we 
strongly feel that such small pilot surveys 
should be undertaken in different parts of 
the country (rural as well as urban) for all 
sensitive professions like legal services, real 
estate, chartered accountancy, recreation and 
entertainment, etc. Based on these survey 
results, spread all over the country, one Can 
make a realistic assessment about the average 
earnings per worker in different professions 
at the all-India level, which, we feel, would 
immensely help the NAD to work out the 

GVA tn different service sectors. 

0 
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[The author gratefully acknowledges the co¬ 
operation of Abdul Salaam who ably assisted 
in analysing the pilot-survey daia. Thanks are 
also due lo Surendra Prasad Jakhmola for typ¬ 
ing ihc drati and the final version of the paper 
ai short notice, j 

1 New Sene'* on National Accounts Statistics, 
with 1980-SI as Base Year, 198(181 to 1985-86, 
CSO, Department of Statistics, Ministry of 
Planning, Government of India, February 
1988 

2 Enterprise Survey 1983-84— Report on Ser¬ 
vice Sector, CSO Department of Statistics, 
Ministry of Planning, Government of India, 
June 1987. 

3 B S Minhas, L R Jain and S D Tendulkar, 
’Declining Incidence of Poverty in the 1980‘s: 
Evidence versus Artefacts’, Economic and 
Political Weekly, vol XXVI, July 6-13, 1991. 

4 Directory of Members, 1990, platinum 
jubilee year issue. Medical Association, 
Delhi. 


New ty A W m Pu,)lisll(>rs ° nlu ' 

m\ m wmm ■■ Professional 

JfVIH Li Social Sciences 


FACILITATING DEVELOPMENT 

Readings for Trainers, Consultants and Policy-Makers 

ROLF PLYNTON and UDAIPAREEK (editors) 

Comprising a hundred leadings drawn from around the globe, this volume 
gives the reflective practitioner access to the most practical and recent 
thinking on the subject of human resources development. The readings have 
been carefully edited lo draw out thelf essence. 

Discording esoteric theory In preference for actual practice and for exploring 
processes of reflecting on and learning from experience, this Immensely 
practical and stimulating volume will be essential reading for trainers, 
consultants, managers, planners and administrators. 

359 pages • 220 x 140 mm • Its 350 (cloth) • 1992 


SAGE PUBLICATIONS INDIA PRIVATE LIMITED 


Post Box 4215, New Delhi 110 048 



2056 


Economic and Political Weekly September 19,1992 




Indian Textile Industry in 17th and 18th 

Centuries 

Structure, Organisation and Responses 

Kanakalatha Mukunci 

In pre-industrial India textile production followed agriculture as the most productive sector, and by the early 
years of the 18th century it was virtually clothing the world. This paper is a study of indigenous techniques used 
in textile production. The structural and orgnisational features of the industry were intertwined with the technology 
in use, which also determined the responses of the system to the challenges of modern technology and factory 
production, independent of exogenous historical developments like the beginning of colonial rule. The details 
of techniques also contribute to an understanding of the totally different concepts and values regarding produc¬ 
tivity and cost effectiveness in the indigenous system. 


TRADITIONAL pre-industrial organisa¬ 
tional and production methods in India, 
especially in the textile industry, combined 
a high level of sophistication in some tech¬ 
nologies and flexible market responses allied 
to relatively static organisational forms and 
structural characteristics. The flexibility of 
the industry is seen in its adaptability to the 
changes in demand which resulted from the 
opening of new markets and trade circuits 
after the Europeans came to Asia in the 17th 
century. Such flexible responses, however, 
went hand in hand with marked continuities 
in structural and organisational form.,. The 
primary purpose of this paper is to study 
these contrasts between static forms and 
dynamic responses, and between continuity 
and change in a traditional, pre-industrial 
sector in a changing commercial political 
and technological environment. 

No reference to pre-modern and pre- 
industrial manufacturing in India can be 
complete without touching on colonial ex¬ 
ploitation and its impact on the Indian 
economy. The nationalist point of view was 
articulated nearly 100 years ago by R C Djtt 
when he commented that Britain had trans- 
formed India from an exporter of manufac¬ 
tured goods to an importer of cloth, using 
political power to keep down a competitor 
with whom the British manufacturer could 
not have competed on normal terms. Some 
of the threads of this argument have been 
carried further in the more recent discussions 
of ‘de-industrialisation’, which basically con¬ 
centrate on the shift of employment from 
non-agricultural to agricultural production. 

Out of the progression of such arguments 
we can discern two sub-strata of assump¬ 
tions. The more obvious, and perhaps more 
questioned, inference is that: if the pre¬ 
industrial (pre-colonial) production system 
failed to evolve into a modern industrial 
structure due to colonial policies it then had 
the inherent potential to so evolve, and to 
compete with the technological and large- 
scale economies of production during a tran¬ 
sitional stage, before transforming itself into 
a modern, capitalistic system. This leads to 
the second, and less questioned hypothesis 
that the progression from pre-industrial to 


modern industrial organisation is the natural 
and only path of development. 

Yet, if these are tested against the reality 
of the textile industry in India even at pre¬ 
sent, we know that handicraft production 
has Kiruvcd, and its basic structural and 
organisational forms are unchanged. A 
substantial segment of the industry still re¬ 
mains a labour-intensive cottage industry, in 
which a weaver, owning his own loom is the 
basic unit of production. This then raises the 
question of the patterns of survival of tradi¬ 
tional organisation in a changing world of 
technology, which becomes the sub-theme 
of this paper. In this analysis, therefore, the 
emphasis is on the impact of structural and 
technological change, and the fact of col¬ 
onial exploitation is taken as given. 

The focal point of analysis is the internal 
structure of the textile industry in the 17th 
and 18th centuries, the relative factor inputs 
and level of technology which are inferred 
from a study of production processes and 
methods. Such information is available to 
a limited extent from first-hand accounts of 
several travellers, merchants and scientific 
scholars, especially in the I8th and 19th cen¬ 
turies. In the 17th century, though Tavernier 
speaks of painted cloth known as ‘qalamdar’, 
or Fryer refers to the exceptional quality of 
the dyed cloth of Masulipatnam, which was 
stretched on the ground on which patterns 
were painted “with the pencil by little 
children as well as the elder grown”, 1 these 
hardly qualify as descriptions ol production 
processes. 2 In the 17th century the major 
concern of the Europeans was with com¬ 
merce and trading methods in India, and 
their records give direct, though scattered, 
information on prices, production statistics 
etc, and inferentially on the general organisa¬ 
tion of production. They are particularly 
valuable for identifying the centres of pro¬ 
duction and the special fabrics produced in 
different regions, from which one can judge 
the degree of diversity and specialisation 
possible within the limitations of pre¬ 
industrial technology and organisation. 

In the 18th century a sporadic interest was 
shown in textile production in India, but 
most of the accounts refer only to produc¬ 


tion techniques on the Coromandel coast. 3 
Nevertheless, a comparison of techniques of 
printing, dyeing and painting shows strong 
similarities across regions and over the cen¬ 
turies. In the late 19th century a more 
widespread interest was shown in the art pro¬ 
ducts and handicrafts of India under the in¬ 
itiative of connoisseurs like Sir George Bird- 
wood, Forbes Watson and others. 4 The in¬ 
terest was not confined only to sumptuary 
products and a range of arts and processes, 
like country dyeing using dyes extracted from 
wild plants were described in these works. 

These accounts arc valuable for two 
reasons. In the first place, they provide 
authoritative information on contemporary 
handicraft production processes. Secondly, 
the authors were keenly aware of the disloca¬ 
tions in handicraft production which had 
resulted from the diffusion of industrialisa¬ 
tion, and the transitional problems of handi¬ 
crafts in the early years of competition from 
factory production, specifically cheap 
English factory-made goods. The public 
response to these cheap (and, according to 
Thurston, ugly) imitations of Indian materi¬ 
als was quite favourable, and the author 
comments that good taste was the least im¬ 
portant factor in determining demand. 3 

Thus, for craft production in India, the 
late 19th century can be designated as a 
period of structural crisis when two forms 
of industrial organisation were in direct con¬ 
frontation, and the survival of handicrafts 
depended on their ability to compete in 
terms of'cost and price advantages, not 
merely on the superiorly of the quality or 
the artistic merits of handicraft products. 
This was not a sudden or unrelated develop¬ 
ment which occurred only in the late 19th 
century; at least for the cotton textile in¬ 
dustry, the confrontation with factory pro¬ 
ducts had begun nearly half a century earlier 
when machirie-spun yarn began to compete 
with hand-spun yarn. Nevertheless, the 
‘crisis’ point was reached only in the last 
quarter of the 19th century when the dis¬ 
covery of chemical dyes resulted in signifi¬ 
cant economies of scale, and mass-produced 
cloth began to compete with indigenous 
materials in Indian markets. 
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Accounts of specific processes used in 
cloth production, plain and patterned, arc 
examined in the subsequent sections, and 
constitute the data base for the analysis of 
the structural and organisational character 
of the textile industry, the decisive part 
played by merchants in controlling and direc¬ 
ting this system of production, and the 
possibilities of qualitative change and 
development immanent in this economic 
organisation. In this analysis the time factor 
is held to be irrevelant since, as a result of 
the very gradual pace of technological 
change in the textile industry, 6 production 
processes and techniques were marked by 
strong continuities' and there was no 
dramatic increase in productivity as had 
happened in Europe during the industrial 
revolution. 

Textile Industbv: General Features 

Among Indian handicrafts, the textile in¬ 
dustry (especially cotton) was the most 
highly developed in terms of product dif¬ 
ferentiation, regional specialisation and 
complex techniques of production, though 
the preliminary stages of production pro¬ 
cesses, as well as the implements used* were 
the same in all regions. Plain cloth came into 
the market after being bleached, though they 
could be bought unbleached (‘brown’). Cloth 
which was patterned by painting or printing 
was bleached by the dyer. The use of plain 
dyed cloth was also common, and fast as 
well as temporary or fugitive dyes were used. 
Patterned cloth was produced in one of three 
ways—on the loom, painting or printing, 
and ‘tie and dye’ methods. References to 
materials like ginghams, Guinea cloth, 
alachas, brawls (birals) and a host of other 
striped or chequered material 4 show that 
the use of dyed yarn for weaving fabrics pat¬ 
terned on the loom was very common. 

Within this uniform structure there existed 
a high degree of regional specialisation and 
product differentiation. Regional specialisa¬ 
tion can partly be attributed to the fact ihat 
generally locally available raw materials, 
especially dyes with highly specific chemical 
properties were used, and at each centre of 
production the artisans had developed their 
own empirically evolved techniques of using 
these raw materials. There was also a high 
degree of specialisation in the fabrics pro¬ 
duced in each region. The fine, medium or 
coarse fabrics of any one region were not the 
exact counterparts of similar cloth produced 
in any other region. Thus, though all fine 
cottons are referred to as ‘muslin’ and the 
heavier, closely woven fabrics as ‘calico’, 10 
especially by the English, such generic names 
cover a variety of specialised materials per¬ 
taining to specific regions" which could not 
be satisfactorily reproduced or imitated 
elsewhere. 12 Even in any one region, several 
varieties were produced; 36 varieties of 
muslin were woven in Bengal, while a whole 
range of fabrics of varying textures were pro¬ 
duced in the Coromandel, Gujarat and other 
areas, and often specifically in ordinary and 


fine qualities. A textile historian comments 
that India had come to the stage of virtually 
clothing the world by the 18th century essen¬ 
tially because of this “remarkable capacity 
for seemingly endless product differenti¬ 
ation" 13 

It is difficult to pinpoint any one factor 
as the precise reason why such a high degree 
of regional specialisation had evolved. There 
is no indication that the basic raw material, 
cotton, varied significantly from region to 
region, with the exception of the superior 
quality long-stapled cotton cultivated 
especially in Dacca for muslins. 1,1 Another 
factor would be variable skill levels among 
the weavers (and spinners) which the mer¬ 
chants and the Europeans counterbalanced 
by examining and sorting each piece into five 
or six assortments, each priced according to 
quality. The fact that each variety was 
deliberately produced in fine and ordinary 
textures would indicate that random varia¬ 
bles were not decisive factors, but that 
techniques for weaving, and to some extent 
spinning, were well-differentiated. The fact 
that in the 17th century the same artisans 
produced fine, medium and coarse cloth 15 
substantiates this reasoning. 

Chaudhuri opts for a ‘market area theory’ 
to explain this phenomenon, in which he 
argues that the three major cloth producing 
regions concentrated on single market 
regions in west and south Asia, supplying 
textiles to suit the specific demand pre¬ 
ferences of these markets. He also points out 
that the “response of the Indian textile in¬ 
dustry to the demand from Europe provides 
a good illustration” of his hypothesis of 
“regional specialisation based on buyers’ 
taste”. 16 This is valid to the extent that the 
demand in different markets in south and 
south-east Asia and the spice islands were 
very specific with respect to patterns and col¬ 
ours, n while, in later years, the chintzes 
supplied to the European markets also had 
to have different designs to suit the local 
tastes. The main weakness of this analysis 
is that it treats the textile industry exclusively 
as an export industry, totally divorced from 
the local market demand and buyers’ tastes. 
Furthermore, no region exported exclusively 
to a single overseas market. Further adap¬ 
tations on the part of producers in response 
to variations in demand cannot satisfactorily 
explain the origin of regional product specia¬ 
lisation. This can only be seen as a culmina¬ 
tion of an interaction over a very long period 
of time between producers with specialised 
techniques, traders and demand preferences 
in local and overseas markets. 

production Techniques and 
Processes 

Muslin 

The production processes in muslin were 
highly complex and involved several groups 
of artisans. 1 * The processes of carding, 
spinning and weaving were all done with the 
utmost care, as were the post-weaving pro¬ 


cesses, to ensure the high quality of the 
product, and highlight the intricacies of 
empirical technology, of which only some 
features are highlighted here. Spinning yarn 
for muslin required a high level of dexterity 
and was always done by women under 30, 
because their fingers were more supple. 
Maintaining a moderate level of humidity 
was important in spinning and weaving, for 
very fine yarn or fabrics could not be pro¬ 
duced in dry conditions. Spinning was done 
with a spindle, rather than the more com¬ 
monly used wheel, to ensure finer yarn. The 
Dacca muslin yarn was perhaps the supreme 
example of the triumph of manual skill over 
mechanised production, for fests clearly 
established that , both in terms of the 
fineness of the yarn, as well as the durability 
of the cloth (because of the greater number 
of twists in the yarn), the Dacca muslin was 
superior to the finest machine-made cloth 
in Europe. 19 

Nevertheless, by the late 19th century, 
nearly all the muslin weavers in Dacca had 
switched to using imported yarn in pre¬ 
ference to the superior, but more expensive 
local handspun yarn, 20 highlighting the fact 
that handicraft production had to compete 
with mechanised production in terms of 
cost, rather than quality, advantages. The 
yarn was first sorted into weft (the finest) 
and warp yarn and washed and dried several 
times and finally starched before being 
wound into skeins ready for weaving. 
Generally the preparation of the warp took 
10 to 30 days. Weaving required two men, 
one to weave and the other to prepare the 
thread and attend to the loom. The time re¬ 
quired to weave one piece ranged from 10 
to 15 days to 60 days or more, depending on 
the Fineness of the fabric, while the best 
muslin (Circar Ali) needed five to six months 
for half a piece. The quality of the muslin, 
as well as the time taken to produce one 
piece depended on the skill of the weaver, 
in Dacca weavers also tended to specialise 
in a few qualities of muslin, by which they 
improved their skills further. 

The final stages of processing the cloth 
were bleaching, dressing and packing. For 
bleaching there were locations where the 
water contained certain chemical properties 
which gave the best results 21 and the pro¬ 
cess took 10 to 12 days. Generally, bleaching 
was done by the dhobis and the cost of 
bleaching varied from Rs 30 to Rs 160 per 
100 pieces. 22 It was obviously cheaper to 
buy the unbleached cloth, for the trader 
could then eliminate the fees of the middle¬ 
man between the weaving and bleaching 
operations. This was true of the cloth trade 
throughout India, and the cost depended on 
the fineness of the cloth Is well as the dimen¬ 
sions. Worked out at the existing rate of 
exchange, the bleaching charges in other 
regions for fine fabrics like salempores or 
bctrllas came to about Rs 2.2 to Rs 2.8 per 
score 23 

In order to ensure the fine texture of the 
muslin, the disarranged threads were com- 
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We after bleaching were removed and replac¬ 
ed by darner, small stains bleached out and 
the muslin was finally ironed and packed. 
Each task was undertaken by a distinct oc¬ 
cupational sub-group, both Hindu and 
Muslim. This very elaborate sub-division of 
tasks had perhaps become so extensive only 
m muslin production, but a substantial divi¬ 
sion of labour existed in the textile industry 
in general. This account also gives an insight 
into the general features of all textile pro¬ 
duction in India and, to a degree of ail 
handicrafts also The most noticeable feature 
of the system was its extensive use of human 
labour, and the extreme simplicity of the 
mechanical aids. The quality of the produc¬ 
tion was not due to the sophistication of the 
tools used, but was exclusively a function of 
manual dexterity and the quality of raw 
materials. 

The level of manual dexterity depended 
on natural aptitude, hereditary techniques 
and skill developed through practice, as 
Taylor pointed out. Of these, the hereditary 
transmission of techniques was very impor¬ 
tant, especially in a system in which pro¬ 
cesses of production were based on empirical 
knowledge and scientific technology was 
minimal. The production techniques were 
adapted to locally available raw materials as 
well as local conditions purely on an em¬ 
pirical basis of observation and experi¬ 
mentation. 

Dyeing, Painting and Printing 

An important instance of such empirical 
technology was to be seen in dyeing methods 
which are described in brief. In addition to 
the extensive use of natural and organic mat¬ 
ter (various plant ashes, sheep’s dung, buf¬ 
falo milk, etc) which required a practical 
knowledge of their chemical properties, 
dyeing techniques varied from region to 
region since the quality of the dyeing 
depended not merely on (he dyes used, but 
on other factors, especially the mineral pro¬ 
perties of the water. Dyeing skills had been 
developed over centuries of experience in 
using the local materials and water, and as 
a consequence, the techniques tended to be 
highly location specific, 24 because even in 
contiguous locations the colours produced 
from the same dye would vary. 25 In this 
system based on empirical techniques, the 
hereditary transference of knowledge was 
essential for the continuity of the system so 
that any break in the oral tradition meant 
the loss of such carefully accumulated 
knowledge. 26 

The description of cotton dyeing, pain¬ 
ting and printing processes bear out these 
general observations. Here 1 confine myself 
to a brief sketch of painting and printing 
techniques which have already been studied 
in great detail by several scholars, 27 while 
first giving an account of the method of dye¬ 
ing yarn in the Coromandel, as described by 
Heyne in 1795. 

The Coromandel region was noted for its 
plain red cotton cloth, as well as painted 


fbbrlcvtn'd this reputationwas duein large 
part to the excellence of the ted dye grown 
there. The ‘Coromandel’ coast was a general 
geographic term used especially by the Euro¬ 
peans, and the coast comprised two impor¬ 
tant cloth producing regions, one centred 
around Masulipatnam (north) and the other 
around Pulicat and Fort St George (south). 
Further down the coast, Nagapatnam was 
also well known for.its cotton textiles, 21 
but, from the beginning of the 17th century, 
Masulipatnam and Pulicat/Fbri St George 
were the important export centres. The 
best red dye, known to the Europeans as 
‘chayroot’ 29 grew m the Masulipatnam 
region, especially at Nizampatnam, on a 
small island on ihc river. 30 The dye was 
grown in Pulicat also, but it was generally 
accepted that the chayroot of the northern 
Coromandel produced a much better red 
dye. 51 

While dyed and painted fabrics were pro¬ 
duced all along the coast, the northern 
region was the centre of production of a 
small, high value, high quality painted cloth 
much in demand in the royal courts of Persia 
and Delhi in the first half of the 17th cen¬ 
tury, 32 while the southern region was the 
centre for more extensive, export-oriented 
cheaper priced mass production. 13 
Masulipatnam-painted cloth bo. amc an un 
portant export commodity only after the 
1660s when the English and European 
demand for chintzes developed into an 
‘Indian craze’ 

Red Yarn 

Heyne describes ihe method of dyeing 
yarn with chayroot as practised on the 
Coromandel coast from Cape Comorin to 
Pulicat. The chayroot was imported to the 
south from near Masulipatnam and the 
buyer had to be careful that he was getting 
the cultivated, and not the wild root, that 
it had not have been damaged by rain or 
damp, or by having been stored in a dark 
room. Generally the root w^ts kept in bundles 
with the stalks and was green. The root was 
separated from the stalks, dried in the sun 
and pounded only just before being used. 

Heyne’s introductory remarks indicate 
that Europe still lagged behind in scientific 
knowledge of cotton. Cotton, whether as 
yarn or fabric, needed to be treated so that 
it could absorb dyes, and this empirical 
technique had been known in India for many 
centuries, but was still lacking in Europe, 
said Heyne. 34 The main problem with dye¬ 
ing cotton, as Heyne observed at the end of 
his memorandum after experimenting for 
himself, was not in obtaining a good colour, 
but a permanent colour. 

Before being dyed the yam was washed, 
arranged and treated with oil. lye and mor¬ 
dants in a lengthy process which took many 
days. 35 The processes were very laborious 
and repeated for several days in order to 
achieve the best results and for maximum 
effect, with minimal use of chayroot, the 
expensive raw material. The yarn was first 
beaten and kneaded with the hands and 


washed and soaked incold water 4eMhdt‘; 
times in order to loosen the texture of the ,' 
yarn so that mordants and dyes could 
penetrate beneath the surface. 

The next stage was treating the yarn with 
a primary mordant which had been prepared 
in the meantime by soaking alkaline plant . < 
ashes in water, with several other ingredients 
added to it. For a better colour a second 
mordanting was also done, and all these 
preliminary stages took more than a month. 

If the yarn could be stored for another 
month before the chayroot application, the 
colour would be much superior. The last 
stage was to boil the yarn in the chayroot 
vat. Chayroot stalks were generally used for 
fuel, and were the cheapest and best fuel for 
the purpose. The use of cheap fuel was an 
important cost consideration, for any ‘com¬ 
mercial’ fuel would have cut into the weaver’s 
margin considerably. 

In conclusion Heyne pointed out that 
though it was more economical to dye large 
quantities of yarn, the weavers—who also 
dyed the yarn in this case—were so poor that 
they would only dye as much yarn as they 
needed, and even this they could do only 
when money had been advanced to them. 
Normally the yarn was not a very bright col¬ 
our at first, and the sheen was acquired only 
after the yarn was washed several times. 
Experience and empirical observation were 
of great importance, for the timing of 
various processes which yielded a rich 
colour, the judgment of the quality of raw 
materials, as well as the knowledge that to 
use chayroot in small quantities but frequent 
applications was the most economical and 
effective method of applying the dye were 
derived from experience. The meticulous at¬ 
tention paid to the most minute details is 
also indicative of the fact that their critical 
importance in achieving a good colour had 
been learnt from generations of experience. 
Sunlight was also a crucial factor in dyeing 
as well as in general for cloth production 
which was never carried on during the rainy 
season, not only because the water of 
streams or wells became turbid, but also 
because there was no sunlight for bleaching 
or drying the cloth. 

Painting and Printing 

Cloth painting, inasmuch as it needed ar¬ 
tistic as well as technical skills, was perhaps 
the most interesting of the textile techniques 
developed in India. It was an extremely in¬ 
tricate and laborious craft, and much time 
and skill were required to finish one piece. 
Kalamkari techniques had obviously been 
perfected and well-developed by the begin- 
ning of the 17th century 36 when these tex¬ 
tiles were already well-established staple 
commodities in the Asian markets, and the 
European demand which developed later in 
the century made hardly any impact on pro¬ 
duction methods as such. Many of the prac¬ 
tices, such as keeping the cloth moistened 
on the banks of streams, the use of dung for 
bleaching and astringent myrobalan in dye¬ 
ing are still common even today. 
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Closely woven cloth was preferred for 
painting since it permitted the brush or pen 
to move freely over the cloth; besides, fine 
lines and patterns could be drawn only on 
smooth cloth.’ 7 As in dyeing, several 
lengthy and laborious preliminary processes 
were followed in painting, with a heavy 
dependence on organic and plant products. 
The painters bleached the cloth themselves, 
and dung was a major ingredient in 
bleaching. Gallnuts (tnphala, the astringent 
myrobalan known as har or kadukkai) in¬ 
fused in water and buifalo milk was used 
as a first mordant. The cloth was then 
beetled to make the surface smooth, and this 
also helped to keep the colours from 
spreading 18 The designs were diawri direct¬ 
ly on the cloth only if they were very sim¬ 
ple. Normally the pattern was drawn on a 
piece of paper and the outline was per¬ 
forated. The design was transferred on to the 
cloth by rubbing charcoal powder on the 
paper. 

The only implement used was an extreme¬ 
ly rudimentary bamboo ‘pen' with an iron 
nib with a ball ol wool, libre or hair above 
the mb to soak up the dye solution, and, 
when squeezed, the solution flowed out like 
ink. The black and red outlines were drawn 
first, which became much darker alter a first 
maddermg. The blue areas were dyed then, 
for which the cloth was turned over to a 
special class of dyers called mligaru. Wax 
resist was used to block out all the areas not 
to be blue, and the cloth was steeped in a 
cold vat of indigo with reducing agents 
added. Indigo dyed only in a reduced stale 
of white soluble indigo which turned blue 
on exposure to air and, once oxidised, was 
permanent.’ 9 

Before being dyed red the red. brown 01 
purple areas were mordanted by painting on 
an alum 4 *’ solution with sappanwood and 
water and the doth was finally soaked in the 
chayroot solution, and simmered until all the 
red dye was absorbed. Only the mordanted 
areas would be stained a permanent red, 
however. After each stage of dyeing the cloth 
was washed, bleached and dried, which 
lengthened the entire process. For other col¬ 
ours and shades, many other ingredients like 
turmeric, fermented starch, pomegranate 
rind, mango bark, etc, were used and shades 
were varied by weakening or strengthening 
basic colour solutions. JI Thc designs were 
shaded very delicately and beautifully, and 
even the fine tracery of lines oil leaves and 
flowers was drawn and waxed with a 
remarkable attention to detail. 

The changes in the designs on painted 
cloth are indicative of the rcceptiveness of 
the Indian producer to market demand, and 
the flexibility and adaptive skills of the 
artisans. The early 17th century San Thome, 
Pulicat, Masulipatnam and Palikol chintzes 
meant for the Asian markets 47 show almost 
no background, but are quae literally 
crammed with figures, trees, flowers, fruits 
and birds. The European demand was for 
the simpler Chinese designs in fashion at the 


time, and samples were sent by the East 
India Companies to their establishments 
on the coast to be copied by the local 
painters. 4 ' The merchants as well as the ar¬ 
tisans adapted themselves to this new market 
preference, although the traditional designs 
for the Asian markets also continued to be 
produced 

The main advantage of the laborious 
painting techniques lay in the effectiveness 
of the dyeing. The painted cloths were 
generally said to be finer than the printed 
ones, and this is easily explained because 
much greater individuality, flexibility of 
design and artistry were possible when the 
designs were drawn. Technically also mor¬ 
dant printing was more difficult since the 
mordant had to be thickened with starch or 
gum, and this rendered it less effective for 
the absorption of the red dye. In Europe, 
where the labour costs of painting on the 
mordants were uneconomical, printing only 
developed in the-mid-lHth century with the 
discovery of a more effective aluminium salt 
(aluminium acetate), though, its thickening 
for priming still remained a real art. 44 

In printing, the first important step was 
to choose the blocks for printing which had 
to be perfectly square or rectangular to en¬ 
sure an even design. The fine, sharp blocks 
could be used only on the finest fabrics and 
would break if used on coarser fabrics, for 
which stronger (but less fine) blocks were 
needed. The number of blocks required for 
one design depended on the number of col¬ 
ours used. A simple two colour design re¬ 
quired only a couple of blocks, but the 
multi-colour patterns like the ‘panchrangi’ 
needed as many as even 10 blocks. The 
preparation of the cloth before printing, as 
well as the solutions for the black and red 
outlines were similar to those used in prin¬ 
ting, the difference being that they had to 
be thickened to the right consistency. The 
mordant for the red areas also had to be 
thickened and the final dyeing was done in 
the madder bath or indigo vat, with the 
necessary areas blocked out with the wax 
resist. 4 ' Most of the raw materials used in 
printing were the same as those used in cloth 
painting. In northern and western India, 
however, the main red dye was the imported 
Hirkish madder, 48 while a locally grown, 
but inferior red dye, the sarangi root, also 
known as ‘aI’ (Morinda C'itrifoha) was also 
used extensively. 47 

In several major centres in central, western 
and south India a combination of painting 
and block printing was used in producing 
chintzes. 48 The more complex designs using 
many colours' needed many blocks, 
sometimes even as many as 72 blocks, and 
many of the blocks could also be used in dif¬ 
ferent combinations, so that a great variety 
could be achieved in the patterns and 
designs, lo some extent, this compensated 
for the loss of spontaneity and originality 
in printing, as compared to painting. 
Perhaps the major limitation of this techni¬ 
que was that only small motifs could be 


reproduced, white very large a&Pig' 
flowing, non-repetitive patterns were possi¬ 
ble in painting. The block printing process 
did not result in any significant economy in 
the use of labour either as long as vegetable 
dyes were being used. 

Tie and Dye: Bandhni and Ikai 

Tie and dye techniques were the other im¬ 
portant method of producing patterned 
fabrics and, like printing, continue to be in 
use to the present day. This technique could 
be applied either to the cloth or to the yarn; 
the former is known as ‘bandhni’ (‘chunari* 
or ‘plangi’) and is a speciality of Gujarat and 
Rajasthan. It is also found in Madurai 
in Tamil Nadu, where it was taken by 
Saurashtrian weavers who migrated there in 
the 17th century or so. 49 In this technique, 
knots (‘khunti’) tied with string according 
to a pattern drawn on the cloth form the 
resist, blocking out the small circles not to 
be dyed. The tying work is not considered 
a highly skilled job, and is almost always 
done by women. Chunaris could either be 
‘pakka’ (i e, with permanent colours) or ‘kac- 
cha’ (temporary or fugitive dyes). Paradox¬ 
ically, it was the kaccha chunari which 
required more skill and artistry, with more 
intricate designs done on finer cotton, while 
coarser and heavier cloth was used for the 
pakka chunaris. 

The dyes used were indigo and turmeric; 
al or morinda was used for the red dye for 
the pakka chunari, while kusum (safflower) 
was used for the kaccha. The process was 
similar for both the kaccha and pakka 
chunaris. The doth was knotted and dipped 
in the dye, washed and redyed for a second 
pattern ol dots The sequence of colours was 
white, yellow, gieen (turmeric and indigo) 
and the final madder bath or indigo vat for 
the background colour. For the pakka work 
the cloth was treated with castor oil, khara 
(saline earth) and water, and alum was the 
mordant for the red dye. 

While the bandhni technique can be trac¬ 
ed back to the Ain-i-Akbari f0 and even 
earlier, the origin ol the other tie and dye 
process known as ‘ikat’ is more obscure. Ikat 
is an extremely elaborate and intricate pro¬ 
cess in which the pattern is drawn on the 
yarn after the warp and weft are laid out. 
The yarn is then tied in small bundles, with 
the thread forming the resist, and dyed in 
segments according to the pattern, while the 
final design is produced on the loom with 
the interweaving of the dyed warp and weft 
yarns. The pattern can be single, that is, 
drawn only on the warp or the weft, or dou¬ 
ble, when both are dyed. This process calls 
for great precision and synchronisation, and 
is one more example of the very minute 
variations in technique adopted by the 
workmen in India to produce an immense 
range of dyed and patterned cloth. White 
ikat is best identified with Gujarat, and the 
patolas of Patan have been famous since the 
17th century, 91 some localities of Andhra 
Pradesh and Orissa are also famous for their 
ikat fabrics. 12 The interesting question is 
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howthtttechrtique caraetobe So specifically 
localised only in three regions in the coun¬ 
try which are neither contiguous nor possess 
any great similarities in their economic con¬ 
ditions or resources. 

Technology, Organisation and 
Responses 

Before going on to explore the conditions 
under which technological change might 
take place in a system characterised by a high 
level of stability and long historical con¬ 
tinuities, it is useful to study the organisa¬ 
tion and three disaggregated aspects of 
technology-mechanical, manual and 
chemical—of the textile industry. In terms 
of mechanical aids, the implements used in 
cloth production were mostly quite rudimen¬ 
tary and simple Some improvements in pro¬ 
ductivity had taken place over the centuries 
in the design of the loom and the substitu¬ 
tion of the spinning wheel for the spindle, 
but in the other processes virtually no im 
plements were used, and there is little doubt 
that, by the late 18th century, textile 
technology in India had begun to lag behind 
Britain and Europe. 

At the same time, the textile industry was 
a testimony to the fact that a high level of 
quality and performance was possible within 
a rudimentary and stagnant level of 
technology, and this was due to the highly 
developed manual skills of the workmen, as 
well as to the high degree of specialisation 
and sub-division of labour. But, while these 
factors probably contributed to a higher out¬ 
put at the industry level, acting as it were 
as a primitive form of assembly line produc¬ 
tion, the stagnant technology did not lead 
to increased productivity, and the notion of 
productivity equated to wages was thus 
irrelevant for the system. 

The chemical technology in respect of the 
use of vegetable dyes in conjunction with 
other mineral and plant products was very 
highly developed tn India. These processes 
were known add had been perfected since 
antiquity and India was the undoubted 
leader in the world in this field till the 18th 
century. Equally important was the em¬ 
pirical knowledge of the chemical proper¬ 
ties of organic matter like dung, as well as 
of organic processes like fermentation and 
the conjunctive use of oil and lye which set 
off chemical reactions to yield permanent, 
washable colours, vary colour shades and 
improve their gloss and quality. The limita¬ 
tion was that, by the 17th century, all this 
knowledge had become derivative, transmit¬ 
ted from generation to generation as an oral 
tradition. 

The habit of scientific inquiry in contem¬ 
porary Europe was much stronger. Even in 
the 18th century experiments were being 
made to improve the efficiency of mordan¬ 
ting and indigo dyeing processes besides 
analysing the chemical basts of dyeing 
techniques,* 1 though these initial im¬ 
provements did not really affect the Indian 
producer. It was only after the discovery of 


synthetic dyes and the successful synthesis 
of artificial alilzarine and indigo in the late 
19th century 54 that traditional dyeing 
techniques came to be replaced by chemical 
dyes. This is a good illustration of the 
sequence of technological change, and the 
point at which the traditional system 
becomes unviable. While marginal reduc¬ 
tions in the cost of production could not 
make a dent on the combined advantage of 
high quality, assured market leadership and 
low labour costs, these factors were obvious¬ 
ly not enough to withstand the economics 
which resulted from the use of chemical 
dyes. 

In its organisation the textile industry was 
a cottage industry, controlled by the mer¬ 
chants and their intermediaries. While a 
great deal of emphasis is laid on the adverse 
effects of"fhercantile control it should also 
be pointed out that merchants were a 
necessary link between scattered producers 
and distant markets. On the negative side, 
mercantile control meant that the artisan 
producer, with the exception of the few 
master weavers, had no links with the market 
except through the channel provided by the 
merchants who thus also appropriated all 
the surplus value. In this system, the pro¬ 
ducer was restricted to only a w age for his 
labour, though he owned his own tools and 
bought the necessary raw materials himself 
(unlike the European putting-out system). In 
all regions in India, the merchant paid ad¬ 
vances to weavers and other artisans for pur 
chasing raw materials, since the wage levels 
did noi permit the producer to buy them 
with his own resources. On the positive side, 
the merchant network not only integrated 
distant and isolated maikcts, but also reduc¬ 
ed, even if u did not fully eliminate, localis¬ 
ed price fluctuations and price differentials 
in different markets. This also protected 
the individual producers from market 
uncertainties. 

The risks in pre-modern trade arose from 
many factors. On the supply side, there was 
the problem of procuring an adequate stock 
from a dispersed myriad producers in a very 
slow-moving production technology which, 
to some extent was offset by advance con¬ 
tracting. 55 Losses in transit could be very 
high, as were transport costs, especially when 
commodities were carried overseas. Tvo 
other factors, in particular, increased the 
uncertainties for the merchants. One was the 
inevitable time lag in receiving up-to-date in¬ 
formation on market conditions given the 
limitations of the existing communications 
system, and merchants were essentially 
operating with knowledge which was out¬ 
dated by a season. The other was the very 
limited size of the markets. The delay of one 
caravan or one ship in any international en¬ 
trepot, or the arrival of an extra shipload 
of merchandise or, most importantly, any 
delay in bullion arrivals could disrupt the 
supply and demand equilibrium drastical¬ 
ly. These uncertainties (mentioned repeated¬ 
ly in the records of the European companies) 
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could not be neutralised by the merchants, 
and the inevitable result of high risk trading 
tended to be very high profits. 

The merchants' control over the producers 
also meant that they could keep down pro¬ 
duction costs by maintaining wages at very 
low levels, close to subsistence, while 
overheads were minimised by keeping the . 
fixed investment to a minimum. Though 
data on wages tend to be scattered, it can 
be argued inferentially that the very exten¬ 
sive use of labour m production was possi¬ 
ble and could be viable only if wages were 
kept low Contemporary European observers 
in India commented repeatedly on the fact 
that the workers in India received much 
lower wages than the European workers, and 
the average wage of artisans in the 17th cen¬ 
tury was about Rs 3 to 4 in most parts of 
India. The totality of the interaction of the 
many features of pre-industrial production 
and trade was a system characterised by a 
“high ratio of net output to fixed capital” 56 
and a low share of wages in the final 
price 57 When the share of wages in the 
final value was low, and had to be 
distributed among several groups of workers, 
indiv idual wages would be further depressed. 

The textile industry was thus geared to the 
optimum use of resources in order to maxi¬ 
mise output within a very limited ceiling of 
investment, rather than to expand output 
through increasing the productivity of 
labour and introduction of technological 
innovations. This also resulted in a highly 
stable kind of equilibrium which the system 
could break free of only if dramatic changes 
took place in the macro-economic environ¬ 
ment. There would have been an incentive 
for higher levels of investment in order to 
increase output only if the quantum of in¬ 
ternal demand increased either due to higher 
wages and disposable incomes or because of 
population growth, or if the external de¬ 
mand increased, all to such an extent that 
there was a pressure on supply under existing 
technological conditions. There is no 
evidence that the former alternative happen¬ 
ed in India, and any increase in domestic 
demand could be met by increasing produc¬ 
tion without any technological change 

In fact, in the 17th and 18th centuries, 
India produced cloth much in excess of 
domestic demand. The domestic market 
itself was not a homogeneous one, but essen¬ 
tially could be disaggregated into the high 
income/expenditure group, the middle in¬ 
come group whose demand was for products 
in the intermediate price range, very similar 
to the products sent to the export markets; 
and the low income group whose demand, 
was limited to coarse commodities, most 
often produced and consumed within the 
village. The generally low level of wages, 
linked throughout the economy to minimum 
subsistence costs, constrained the size of the 
domestic market, and was perhaps one of 
the reasons for the high degree of export 
orientation 5 ' in the textile industry. 

While the export markets made it possible 
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E for textile production in India to expand 

I beyond the limitation of the domestic 

; market, it was the merchants and their 

organisational network which gave access to 
the producers to the export markets. When 
the European demand for Indian textiles 
developed, the export orientation intensified, 
as did the dependence on merchants, who 
conveyed the requirements of different 
buyers (varieties, dimensions, designs, col¬ 
ours and quantity) to the producers. The ex¬ 
pansion of trade in the 17th and 18th cen¬ 
turies with the additional demand from 
Europe and Africa, however, was not of a 
sufficient magnitude to create the incentive 
for additional investment to ensure increased 
productivity. There was enough surplus 
capacity in the system to meet this increased 
demand and the induction of more workers 
was sufficient to increase production ade¬ 
quately. w 

Given these conditions, potentially any 
investment in technology or changes in 
organisation had to come from the mer¬ 
chants who, as a class, had a vested interest 
in protecting their profit levels. Any increase 
in wage levels would be one such circum¬ 
stance which would provide the impetus for 
investment in labour saving technology. But 
events like famines, local wars or other 
disturbances did not result in higher wages, 
though they did cause the dislocation of pro¬ 
duction because of migration of local ar¬ 
tisans. These occurrences were, however, 
highly localised, and the merchants merely 
moved to other centres for procuring their 
cloth supplies which was also possible 
because cloth production was spatially so 
diffused, whereas, in more localised produc¬ 
tion, labour shortages might have led to 
more fundamental structural changes. Even 
in organisational lorms, the merchants con¬ 
tinued with the advance contracting system, 
though 'karkhanas' (manufactories rather 
than factories) were well known as an alter¬ 
native form of organisation. Evidently, for 
the merchant class, neither organisational 
change, nor investment in technological im¬ 
provement seemed to offer sufficient profits 
to warrant the higher levels of capital invest¬ 
ment required. 60 All technological innova¬ 
tion, however, is not explainable in economic 
terms alone, and it is evident that the social 
culture in late medieval India did not value 
scientific curiosity and innovation, as had 
been the case in contemporary Europe. 

The total picture of the textile industry in 
India was thus one in which many thousands 
of individual producers manufactured, by 
pre-modern standards, a vast quantity of 
cloth, supplying the needs of a not incon¬ 
siderable domestic population, as well as the 
needs of most regions of Asia, parts of 
Africa and Europe. The technology was 
backward, production was highly labour in¬ 
tensive, manual skills were extremely well 
developed and productivity and wages were 
low. The entire system was controlled by 
merchants who, both in order to maximise 
profits as well as to reduce operational risks, 
were not motivated for improving producti¬ 


vity and increasing their fixed capital in¬ 
vestments. In an otherwise stagnant system, 
the producers showed a high degree of adap¬ 
tability and flexibility in producing accor¬ 
ding to the demands of various markets, and 
their responsiveness negates the argument of 
a static class of producers rigidly resistant 
to change 

t he stability of this system proved quite 
fragile, however, when confronted by the 
quickening tempo of technological change 
and the subsequent development of factory 
production in ihe I9th century. The indi¬ 
genous system had to adapt to this competi¬ 
tion in a series of stages, though it yet re¬ 
tained its own organisational form as a cot¬ 
tage industry. These represent a sequence of 
stages of adoption of imported substitutes 
for indigenous inputs in the progressive 
order of the economies effected attach stage 
of substitution. These adjustments meant 
that several subsidiary occupations and 
preliminary stages of production became 
redundant. The earliest and most significant 
change in the cotton textile industry was the 
use of imported yarn instead of the local 
handspun yarn. In the mechanisation of tex¬ 
tile processes, the maximum economies of 
scale are derived in spinning, 62 and the In¬ 
dian weaver switched over to the cheaper 
yarn first, thereby absorbing some of the 
economies of the new technology. Yarn im¬ 
ports increased dramatically after the 1820s, 
and even in Dacca almost all the muslin 
weaving families switched over to the im¬ 
ported yarn. 6 ’ The fact that the weavers 
could continue to produce their special 
fabrics even with the imported yarn also 
shows that the effects of the substitution 
were only marginal as far as the weaver was 
concerned. Its real impact was felt by women 
who lost additional income and their liveli¬ 
hood because of the switchover, not to men¬ 
tion the loss of centuries old skills. 

Another adaptation in the textile industry 
was the gradual shift to the use of imported 
chemical dyes. The weavers first began to use 
imported dyed yarn to produce traditional 
patterned (stripes, checks, etc) cloth, and 
finally turned to the chemical dyes in dye¬ 
ing, printing and painting. 64 Indigenous 
dyeing techniques also possessed advantages 
which could not be totally compensated for 
by the change to chemical dyes, but, in the 
confrontation with the very large-scale 
economies which were effected by the use 
of chemical dyes, the traditional system 
ultimately lost out. 

Simultaneously, by the late 18th century, 
the political and commercial circumstances 
were changing, which also intensified the 
crisis for the textile industry. The first stage 
of the crisis was the progressive transfer of 
the control exercised by indigenous mer¬ 
chants over production for export to the 
European companies by about 1750, result¬ 
ing in a far more tightly and closely enforc¬ 
ed authority over the weavers. The almost 
immediate effect of this was that contracts 
were made more binding. At least in some 
regions like Gujarat, the producer had a 


right to break an existing contract if he 
offered a better price, and this was tradt* 
tionally accepted and recognised. 6 * This 
bargaining strength was now denied to him. 
In fact, as the political authority of the 
English, in particular, became more exten¬ 
sive towards the end of the 18th century, the 
control over the weavers also intensified, and 
they were forced to work for the company 
under various stringent conditions, under 
threats of punishment and even actual con¬ 
finement, as well as at a loss. The conditions 
ranged from an insistence that weavers 
should sell exclusively to the company, that 
they should accept the yarn supplied by the 
company and fixing the price of sloth so low 
that the weavers could only recover about 
80 per cent of their cost. Even more per¬ 
nicious was the fact that these tactics were 
all too often used by company servants for 
promoting their private trade, using the clout 
of the company literally to bludgeon the 
weavers into submission. 66 

The more long-term result was the orien¬ 
tation of production for European markets. 
Up to the early part of the 18th century, the 


Table I: Exports of Pilcegoods from India, 
at Prime Cost 6 *— 1805 

(In Sicca Rupees) 


I Total export from ‘British India’ . 


(excluding E 1 C) 

2 Company's exports, sold in 
London (average 1793-94 to 

22,515,175 

1809-10) 

3 Re-exports from London 

7.675,511 

(average 1797-1803) 

4 Exports of the Danish 
Company (average for 

9,630,039 

1792-1807, «ci. 1805) 

5 Exports to France 

1,464,844 

(sale at L’Orient, 1791) 

6 To Holland 

4,989,379 

(average 1785-91) 

429,851 

7 To Asia 

6.495,879 

Total exports 

53,134,229 

Exports to Asia as a Percentage of 

Total Exports (per cent) 

12.2 


Source: 1 For tows 1,2,3, 5,6 and 7 • (Milbum, 
op cit, vol i and ii, Chapters on 
Bombay, Madras, Calcutta and 
Piecegoods. 

2 For row 4, Ole Feld back, India Thule 
Under the Danish Flag 1778-1808. 
Copenhagen: 1969. Appendix III, 
pp 246-47 (In rix dollars.) 


Table 2: Pifcecoods Exports from Bengal. 
1799-1800 

(In Sicca Rupees) 


1 East India Company exports 

4,700,000 

2 Total private exports ^ 

12,001,199 

Tc Europe and America 

8,386,418 

To Asia 

1,840,527 

To Malabar and Coromandel 

1,774,254 

3 Total Exports 

Exports to Asia as percentage 

16,701,199 

of total 

11.02 


Sourer. Milbum, vol ii, pp 228-29. 
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trade of the Europeans from India was gene¬ 
rally assessed to be only a small part of the 
total volume of trade; and the traditional cir¬ 
cuits of intra-Asian trade were still domi¬ 
nant.* 7 By the end of the century, exports 
to traditional markets had declined quite 
drastically, as can be seen from "fable I. 

In the 17th century the weaver, within the 
limited options available to him could, and 
did, choose to produce such varieties of 
cloth as would give him the best returns (see 
supra, f n 15). This freedom was now denied 
to him, and he was caught in a double bind 
of a virtually monopsonist buyer who was 
squeezing wages to the limit of pressing on 
subsistence; while his normal export markets 
were being gradually narrowed to only the 
European markets. The colonial pressures 
thus began the process of undermining the 
traditional textile industry, while the 
technological and structural crisis forced 
more fundamental changes on it. 

An important, and not unrelated, develop¬ 
ment in the 19th century was the expansion 
of the silk industry in the country. In (he 
17th century, Bengal and Gujarat were the 
only major silk producing and exporting 
regions in India and the English even toyed 
with the idea of setting up a silk industry 
in Madras in 1661 by importing silk weavers 
from Bengal. 69 By the late 19th century, 
however, silk and silk-cotton fabrics were 
being produced throughout the country, and 
Forbes Watson lists about 290 varieties of 
silk, like brocade (kinkhob), silk-cotton 
(mashru and unru), etc, in his collection. 711 
This indicates that significant changes were 
taking place in terms of increased produc¬ 
tion of silk yarn for inputs and other linka¬ 
ges. More importantly, it signifies that there 
was a real potential for qualitative change 
in production and consumption patterns 
within the traditional social and economic- 
structure. 

Conclusion 

This study clearly points to the fact that 
under conditions when costs declined inter¬ 
nationally due to technological improve¬ 
ments and organisational changes, tradi¬ 
tional industry could not continue as a 
viable system unless it adapted its produc¬ 
tion processes to the new technology at least 
partially to internalise these cost advantages. 
In the textile industry, for instance, no pro¬ 
duct survived unless it switched over to using 
machine spun yarn and also to chemical 
dyes. (Hand spinning and the use of vegeta¬ 
ble dyes continued vestigially. but were 
atavistic survivals rather than viable pro¬ 
cesses.) Such an adaptation in itself was not 
a sufficient condition to ensure the survival 
of a cottage industry against competition 
from mass produced goods, and the former 
could survive only when conditions existed 
in the domestic market which put a premium 
on. factors other than lower prices, as was 
most strikingly seen in the case of silk and 
several high quality, expensive cotton fabrics. 
Labour-intensive techniques continued to be 


competitive in high value added products, 
while they could not stand up against the 
economies of large-scale production in mass 
consumption goods. 71 

This analysis would be incomplete unless 
it were also extended and elaborated to ex¬ 
plain in more comprehensive terms the pat¬ 
terns of adaptation and survival in several 
labour-intensive processes like bandhni, ikat, 
painting and printing. In these products 
there was a general shift to the use of mill 
cloth as well as chemical dyes, and yet, the 
fabrics produced retained their region- 
specific ethnicity and identity. Thus, a secon¬ 
dary pattern of survival can be seen in the 
case of textiles which were closely identified 
with the socio-cultural ethos of particular 
regions of people. What makes this parti¬ 
cularly noteworthy is that none of these pro¬ 
ducts really catered to a high income market. 

In the ultimate analysis, this points to the 
fact that pre-colonial indigenous production 
systems and organisation were resilient and 
flexible systems, with a considerable degree 
of vitality While much was lost due to col¬ 
onial exploitation and the pressures of 
technological change, seeing all change only 
in terms of colonial exploitation as the ac¬ 
tive agent, and indigenous socio-economic 
forms as the passive recipient, as well as 
theoretical constructs of the process of in¬ 
corporation of colonial societies into the 
capitalist world economy are only partial ex¬ 
planations of a complex and by no means 
all-encompassing process, and obscure these 
insights. 
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PRICE CONTROL- 
A POLICY THAT FAILS 

Speech of Mr. T.Thomas, Chairman, Glaxo India Limited, 
at the 68th Annual General Meeting on 4-9-92 



L INTRODUCTION 

The Pharmaceutical Industry in India has been a victim of price 
control and licensing restrictions for the last few decades. While 
the Government has recently liberalised its policies for all other 
industries in the priority and non-priority areas of the economy, 
pharmaceuticals have been singled out to be kept under price as 
well as licensing restrictions. As a result there has been a steady 
decline in profitability measured in terms of Profit After fax 
(PAT) as a % of gross capital employed (GCE) in the Indian 
Pharmaceutical industry from a low level of 4.0% in 82/83 to a 
perilously marginal level of 2 8% in 90-91. This has happened 
even as the cost of capital in our country has escalated 
significantly frflm 14% in 82/83 to nearly 20% at present 

The profitability of Pharmaceutical Industry expressed as Profit 
After Tax as a percentage of gross capital employed in 1990-91 is 
not only very low, but also well below that of several consumer 
roduct industries e.g. Tea & Coffee 10.9%: Soaps & Detergents 
.2%: Food Products 5.1%: Pharmaceuticals 2.8%. If Public 
Scctpr .Undertakings in the Pharmaceutical Industry arc 
included, the profitability is negative 

Surely in terms of national priorities, pharmaceuticals should 
have a higher place than tea and coffee or detergents. Yet price 
control has made it far less attractive for the investor. 

In major parts of the Pharmaceutical Industry there is already 
incipient sickness entirely attributable to price control and it 
could turn into much more serious and widespread sickness if the 
present rigid price control is continued for any more length of 
time. This is the most important issue facing the pharmaceutical 
industry in our country today and therefore I have chosen to 
address it. 


II. PRICE CONTROL IS A DISCREDITED 
INSTRUMENT OF ECONOMIC POLICY 


Price control had its origin in the legitimate concern of 
governments for the vulnerable sections of the population during 


periods ol higher inflation. Pnce control can and does work 
effectively for short periods. The paradox is that although price 
control can be effective as a sharp, short knock, when it is 
prolonged for any length of time, say more than two or three 
years, it becomes a liability rather than a solution. It introduces 
unintended and unpredictable distortions It is these distortions 
that make price control counter-productive. In fact after a while, 
in most cases, price control usually becomes an end in itself for 
those-who adminitter it. They acquire a vested interest in its 
perpetration for various well-known reasons The effect on the 
consumer is entirely forgotten or ignored. 

This paradoxical impact of price control on the economy of a 
nation is similar to the impact of dictatorship on the politics of a 
nation For short duration of lime, dictatorship may seem to be 
better than democracy and may even appear beneficial as it can 
ensure better compliance with law and order; it can make trains 
run on time etc. But as most nations with dictatorships have 
found out, if it overruns its intended short, sharp life, dictatorship 
becomes counter-productive and corrosive of all the things that 
human beings value. 

In many ways, price control does to economic freedom what 
dictatorship does to political freedom within a country. It induces 
distortions which tend to nullify the very objectives for which the 
control was first introduced. 

In modern economic thinking, along with several other forms of 
government intervention in business, price control is considered 
an outmoded concept. 

The rationale for price control in the minds of many people is 
twofold, (a) to contain inflation (b) to enable the vulnerable 
sections of our population to be able to afford essential supplies. 
Both these objectives are better met through measures other than 
price control. 

The only effective means of dealing with or countering inflation is 
not price control, but a combination of fiscal and monetary 
policies that reduces money supply and deficits and at the same 
time stimulates economic freedom and greater competition to 
increase supply of products. 
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No one in the West or Asia, resorts to price control anymore. The 
last time price restraint was tried in any leading economy was in 
the early seventies by Nixon and it had to be discarded after a 
short while. Even developing countries in l.atin America with 
high inflation have discarded price control as an instrument of 
economic policy as they found it to be extremely disruptive of 
production and supplv of goods and services and created stop-go 
economies. 

When it comes to assisting vulnerable sections of society on a 
consistent basis, the only way is for government to subsidise 
directly the supply of essential commodities like foodgrains, 
edible oils, kerosene, sugar etc. through a public distribution 
system as is successfully practised in our country already It is not 
by controlling the price given to the producer. 

If India had practised price control of foodgrains, we would never 
have enabled the Indian farmer/producer to produce incteasing 
quantities to meet the food requirements of our population Price 
control would have discouraged the producers. There would have 
been no Green Revolution and wc would have had to import 
foodgrains which in turn would have made it even more 
expensive. It was through a well-conceived Price Support system 
(the opposite of pricecontrol) that India became self-sufficient in 
foodgrains. 

HI. WHY DOFS PRICE CONTROL FAIL? 


I here are several leasons why price control fails to serve the 
interests of the consumer and actually becomes counter 
productive and has theiefore to be discarded 

1. Fallacy of controlling Outputs without controlling Inputs. 

It is a matter of simple common sense that if we want to control 
the price of a product wc should he able to control the costs of 
most of the inputs that go into the manufacture of that product 
In most price control exercises the government staits off by 
taking into account the costs of some key inputs that go into the 
manufacture of the product e g the price of edible oils used (or 
the manufacture of vanaspati, the price ol bulk drugs used in 
pharmaceuticals, and so on. Each of these inputs has in turn 
several other input cost elements which are not necessarily under 
price control These could be items like basic raw materials for the 
input industries, energy, packaging materials, wages; 
transportation & slot age, cost of working capital; excise and 
customs duties, stale and central government taxes, exchange 
rate fluctuations and a host of items the costs ol which escalate 
inevitably over time and not necessarily according to any 
predictable pattern. Very rarely does any of these costs go dow n 
in a marginal and developing economy like that of India 

In order to obtain greater rationality in the price control tegime 
for the items selected for actual price control, it becomes 
necessary for government to extend its price surveillance to an 
increasing number of input industries and services. That is 
impossible even in a totalitarian State as evidenced by the recently 
exposed economic shambles in the former Soviet Union No 
government can measure and control accurately over a long 
period of time the costs and prices of a wide array of goods and 
services, without introducing gross distortions in the economy. 

2. Inevitability of Conflict of Interests and Rigidity. 

Price control is almost always introduced by government when 
there is a rise in costs and prices. Due to the normal bureaucratic 
delays endemic in any government department, there is a constant 
state of ‘hunting’ or chasing the tails between costs and prices. 

Government price administrators soon learn that it is in their 
interests to give smaller price increases spread over longer time 
lags. This is called the salami technique. They have perfected this 
art without any special training because postponing decisions or 
giving partial decisions comes most naturally to them! 

In addition most politicians will find it necessary to instruct the 
pricecontrol administrators not to rock their own boats by giving 
price increases. The politician Is more vulnerable when there is 
inflation which is precisely the time when industry will need price 
increases to compensate for cost escalation. 


This basic conflict of interest between what is rational and whati 
expedient, in the minds of the administrators of price control anc 
thetr political masters, introduces a cumulative scries ol 
distortions in pricing decisions. 

3. Quality of Products deteriorate to Lowest Common Standards 

Under price control the inevitable reaction of the manufacturer! 
is to survive by adopting the lowest possible standards of quality 
and service that they can get away with. 

As the squeeze on margins becomes tighter there is a faster decline 
in standards. Under price control there is no merit in producing 
above the minimum acceptable standards. The real competition 
among manufacturers thereafter is not in serving the consumer 
but to survive by adopting the best means of lowering quality 
standards without it being too obvious to the consumer or being 
penalised by the price control authorities. In many cases they are 
even forced to invest in product development work to aid in this 
process of degradation without detection 

In the case of drugs A pharmaceuticals such deterioration in 
quality can endanger lives of people who buy the products 
Companies such as yours who have high standards of quality and 
safety in the manufacture of drugs prefer to discontinue the 
manufacture of drugs which are uneconomic to manufacture and 
market rather than compromise on standards This inevitably 
leads to the next set of problems that arise from prolonged price 
controls. 

4. Shortages, Black-markets, Black money and Spurious Product! 

As the rigours of puce conlrol continue, honest manufacturers 
will find ii unviable to continue the manufacture of products. 
I hey will try to minimise then losses by reducing their 
production. 1 his happened in the soap and vanaspati industries 
in 1974, which created widespread shortages and rampant black 
marketing. Whereas the trade was able to sell the products at 
unofficial premia of l(X)C;, the manufacturers were allowed only 
highly unremunerative prices [hey had to discontinue 
pioduction in order to cm tail cash losses which they incurred on 
every tonne of product l.aier iti 19 74, even the government 
realised the folly ol puce control on these items and abolished it. 

Perhaps one ol the most vicious examples ol how unrealistic price 
conliol could become, was that ol the vanaspati industry during 
the 1970s when manufaclureis wen- lequired to maintain prices 
on the basis ol using a high proportion of imported edible oils 
although the government knew hillv well that the country did not 
have enough free foreign exchange to import such oils Nixon had 
cut off PI.4X0 aid under which they were traditionally supplied. 
Yet the government insisted that the industry continue to make 
vanaspati using indigenous groundnut oil which had to be bought 
at double the price of imported soyabean oil and to sell the 
pioduct assuming that it was made fiotr. sovahean oil supplied by 
government’ The highly innovative price control authorities also 
coined a term lor this kind of pi icing it w as based on what they 
called 'notional' usage of impoited oils One cannot produce 
anything out of “notional"inputs' (olhei than inatmnal policies). 

Black-markcteers among the manufacturers thrived on the 
shortages and amassed unaccounted tax fee money that they 
were able to share happily with those who could be of use to them. 

Drug companies today are heading towards the same state as 
soap and vanaspati industries did in early 70s For instance your 
Company was forced to discontinue the manufacture of Efcorlin 
Soluble Injections and Pellets from August 1991 when the local 
manufacturer stopped manufacture of the bulk drug 
Hydrocortisone Hemisuconate because of an unrealistic price. 
Even today after a year of continuous representation, the 
Government has not adiusted prices to compensate for the 
considerably higher cost ol the hulk drug if imported. The 
Company hopes to reintroduce these products as soon as it is 
possible to market them at remunerative prices. 

Similarly, the production of Celin Tablets had to be discontinued 
from May 1992 as a consequence of the shortage of Vitamin C 
which in turn was the result of the unrealistic Government — 
approved price lor this bulk drug. 
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Of late there have been many Instances where Drug Authorities in 
different States have busted racketeers who were producing 
counterfeit and spurious medicines. Such racketeers thrive when 
distortions are caused in supplies due to the rigours oi price 
control. The state-of-the-art in copying labels and closures in our 
country is such that it often becomes difficult for a consumer to 
distinguish the counterfeit from the genuine. Unlike in other 
products, in the case of the drug industry this docs cn3anger lives 
of innocent people. 

Yet the pharmaceutical industry has been chosen to be the last 
remaining one to be still convulsing under price control. It is 
almost as if someone is waiting to see whether shortages, black 
marketing, black money, large scale emergence of spurious 
products and all the other consequences of irrational pricecontrol 
will manifest themselves adequately to justify decontrol! 

5. Small Scale Sector is kept outside Price Control. 

The other irrational distortion in drug price control in India is 
that the small scale sector in this industry is kept outside price 
control. Therefore we have a strange situation where the products 
of small scale manufacturers of drugs like Erythromycin and 
Ampicillin are selling at a higher price than the corresponding 
products (at least in name) from the organised sector units 
including those of your Company! 

In a normal economy the small scale sector has to compete and 
justify their existence through lower overhead costs, better 
quality of service, dedicated nature of relationships etc. and not 
through subsidies and favourable price discriminations. 
Subsidisation through discriminatory pricing advantage under a 
price control regime is not ihc method to promote a healthy small 
scale sector If the logic of price discrimination in favour of small 
scale were adopted in more industries, our country will be 
reverting to medieval times in terms of technology and 
competitiveness. In any case how docs it benefit the consumer or 
contain inflation, if the small scale sector is allowed to sell at 
higher prices while tne organised sector is expected to sell at lower 
but unremunerative prices 7 

6. Erodes Resources and Motivation to invest in Modernisation, 
R&D or Expansion. 

When an indusiry is kept under price control, the firms in that 
industry will not have the resources to invest in expansion, or in 
modernisation and R&D. 

Because of the lack of resources to invest in longer-term R&D, the 
natural tendency will be to copy or to steal from others abroad 
who have invested in R&D It is partly due to the rigours of price 
control that drug companies in India have had to resort to these 
methods. R&D expenditure in Indian Pharmaceutical Industry is 
only at a minimal level of 2 % of sales whereas it is about 12% of 
sales in developed countries. It is only when an industry has the 
freedom to price its products in a competitive market and earn the 
rewards of its effort that it will be possible to stimulate worthwhile 
R&D 

Every industry which has been under price control for any period 
of time has shown diminishing profits, increasing financial 
vulnerability and inability to attract fresh investment. During the 
1970s when price control was extensive, the profitability of 
essential industries such as cement, steel, paper & sugar suffered 
from it and the investments made by the private sector in those 
industries declined steeply 

The loss to the nation as a result of companies not investing in 
such key industries during that decade has been very large. 

These losses have been in several forms. Firstly the capital cost of 
putting up any factory in these industries has gone up by a factor 
of almost 10 in the last two decades. Secondly the cost of capital 
has doubled. Thirdly because of shortages created by price 
control and consequent lack of investment for expansion. India 
had to import paper, cement and sugar during the era of price 
control. We had to borrow more foreign exchange for this. In 
some cases imported prices were higher than the indigenous 
“controlled” prices. Yet the Indian manufacturer was denied the 
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higher price. Such were the distortions caused by price control 
with a tunnel vision. 

In the last couple of years most of the essential industries have 
come back from the dead after price controls were lifted and are 
now blossoming and investing in further expansion. But the 
Indian consumer has to continue to pay the price of higher capital 
costs incurred in all these industries in which investments were 
delayed for two decades because of price control. 

It is a pity that there are no case studies on the consequence of 
such follies as price control in the past so that the current 
generation ot opinion formers, politicians and civil servants are 
mad$ aware of them. Perhaps some of our Business Schools or 
University Departments of Economics should undertake such 
studies and prepare Case Studies on the impact of ppce control in 
the period 1960-90 in industries such as Cement, Steel, Fertiliser, 
Soap, Vanaspati and ofcourse, Drugs. They would have provided 
a very chastening revelation to those who wrongly championed 
price control in the past. 

7. Price Control can drive Honest Firms out of Business. 

When price control is continued for too long, firms are forced into 
a choice between continuously compromising on quality while 
running into losses or closing me business. It actually happened to 
some of the honest manufacturers in other industries 
(e g. vanaspati) in the mid 70s as already mentioned. In the case of 
the drug industry if the present price control regime is continued, 
most of the leading manufacturers who follow high standards of 
quality and safety will be driven to the wall and will be forced to 
consider this option with regard to more of their products. 

In the case of your own Company, it is caught in a cleft stick 
between escalating costs due to all round inflation and the 
extreme reluctance of price controllers to allow increases. 
Margins in pharmaceuticals which is the major part of our 
business have declined over the years. As a result the profits of the 
Company itself have been severely affected. 

This danger of becoming unviabie has been already demonstrated 
in the case of the Indian subsidiaries of some other international 
pharmaceutical companies. If more Companies including yours 
were to be forced into that situation over a period of time, it could 
create shortages or monopolistic supplies by a new breed of 
manufacturers (as m the vanaspati industry in 1970s) who know 
how to circumvent price control with scant regard to quality or 
safety standards. The Indian consumer will be the main loser in 
that eventuality and the very purpose of government in 
introducing price control would have been entirely negated. 

8. Price Control projects a Negative Image among International 
Investors. 

Price control in any industrial sector in a country will act as a 
major negative factor about that country tn the eyes of 
international investors in general. The negative image caused by 
price control in the pharmaceutical industry is not confined to 
those in that industi y alone. Investors generally will tend to take a 
negative view of a government that still maintains its belief and 
commitment to the discredited system of price control. 
Pharmaceuticals happen to be an industry in which major 
countries like the USA, Germany, France, U.K. and Japan have a 
key interest. They also happen to be the countries with the 
greatest potential capacity to invest in India. Price control is yet 
another piece of bad news about India in those countries. We 
cannot afford to continue to project such negative images on the 
economic front about our country any more. The removal of 
price control is a necessary part of our country's attempt to 
restore confidence in Indian economic policy and to attract 
investments from abroad. 

9. Placing Government on Collision Course with Industry. 

Price control by the very nature of its administration by 
government machinery tends to place the industry concerned on 
an inevitable collision course with government. The most 
important lesson to be learnt by us in India from the phenomenal 
success of the Far Eastern countries like Japan, S. Korea, 
Taiwan, Malaysia and Thailand is the co-operative nexus 
between Government and Industry in each of these countries. 
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This has contributed to their high performance. Policies and 
practices that may create conflict between government and 
Industry have to be eschewed it our country has to progress. Price 
control is one such and (he sooner it is eliminated from our 
economy the better will we be placed to create such a nexus and 
effectively compete with other market-oriented economies. When 
there is such a co-operative nexus between Industry & 
Government it secures the interests of the consumer as well. 

10. Price Control as a Political Liability. 

When price control is first introduced for a product group, it is 
usually on the basis of populist slogans like holding the price line 
in the face of inflationary pressures. The rhetoric of the politician 
at this stage is directed against traders and producers who are 
pictured as hoarders and profiteers. If by chance there die some 
international companies engaged in that industry they are 
branded as “multinationals”(even though that epithet has lost ns 
venom since the demise of Communism in most parts of the 
world). The Minister in charge almost acts like the brave little 
Dutch boy who put his finger in the dyke to stop the leak ihat 
could have swelled into a flood 

But as time passes by. the inevitable effects of inflation begin to 
create strains m the economy and all the ills of price control begin 
to show up shortages, black marketing, spurious products, etc. 
The politician will at that stage try to play the role of King 
C'anute. No tide can pass the line that he draws. But of course 
inflation is no respecter of price controllers or Ministers even as 
the tide never respected Kings So they have to concede some 
price increase But by now the controlling of prices would have 
become such a key clement in the performance record ol the 
unfortunate politician that any change in price assumes a very 
high profile, liven the pricing of a humble and relatively 
unimportant product like washing soap was elevated in »hc I9?0s 
to becoming a subject matter lor the Cabinet Committee'on 
Economic Co-ordination of the Government of India, presided 
over by none other than I he Prime Minister herself. Today the 
pricing of multi-vitamin pills may hold terrors for Ministers who 
have to take a decision When this stage is reached, the politician 
begins to feel extremely nervous like a man riding the tiger He 
does not know how to gel off the tiger without being caien alive 
On the other hand he has unwittingly built-up a high piolile for 
the tiger and his ride. 

But dismounting the tigei of price control requires a lot of skill 
-and some luck. 1 he longei a price control regime for a product is 
continued, the more difficult it becomes to correct it or dismantle 
it. The turmoil being laced by Mr. Yeltsin iri the erstwhile 
Soviet Union in trying to dismantle p'ice controls is vet another 
strong warning againsl the continuance ol price controls in our 
country and points to the wisdom of dismantling existing controls 
as early as possible. 

Wiser politicians do recognise that the only ultimate end game is 
abolition of price control 

Often solutions emerge from dialogue among sensible civil 
servants, politicians and concerned industrialists, lhev can work 
out an acceptable formula to dismantle price eontiol. Our 
Government and the Ministers concerned have now hopelullv 
reached that stage with regard to diug price control. 


IV . A POSSI BLE ALTKRNATIV V. 

It is evident from the above analysis that price eontiol r- against 
the interests of the consumer, the producer arid tnc i conorm in 
general. It is also a political liability tor the Government l> has to 

be abolished. 

Yet we have to recognise that there is a need to ensure that dtug 
prices are kept at levels which are affoidable even to the more 
vulnerable sections of society in oui country. There are several 
ways to ensure this, once price control and licensing are abolished 
in the drug industry. 


Firstly, when restrictions such as price control and licensing! i&i 
abolished, there will be more production and greater contpUtiflipf, 
among manufacturers. Competition benefits the consumer fndnp 
than any form of price control or government intervention. • 

Secondly, unltke in many other industries, in the Pharmaceutic^ 
Industry it is possible to provide generic drugs that is tHie 
chemical or biological compound without the brand name ofthe/ 
manufacturer at a subsidised price. 

As part of decontrolling the industry, all major drag 
manufacturers can be asked to produce a certain proportional, 
generic drugs. These generic drugs can be then provided at 
sufficiently low prices through government and municipal,, 
hospitals or a public distribution system which covers vulnerable 
sections They can be suitably packed and labelled so that there 
will be adequate distinction between the generic drugs and the 
branded ones. 

Thirdly, the Government will have to extend free medical care by 
increasing the coverage of government and municipal hospitals. 
India has one of the lowest levels of expenditure in the world oh 
public health at below l%of G.D.P. compared to about 10% in 
developed countries and 7% recommended as minimum by 
WHO. Therefore our priority should be to devote more resources 
to health-care The national resources being wasted to subsidise 
inefficient public sector projects and undertakings like State 
Electricity Boards, would be far better spent on health-care and 
education for the poor 

It is also worth notingthat the major expenditure in health-care is 
not on drugs. It has to be on sanitation, protected water supply, 
immunisation, medical attention and hospital facilities, all of 
which can he directly subsidised foi the vulnerable sections. 

It is fallacious to believe that price control on drugs is a way to 
better national health or to help the poor. Their interests will be 
better served if the Government uses the Industry and the medical 
profession to assist in formulating and implementing a more 
effective health-care programme, with the focus on the 
poorer sections. 

V. CONCLUSION 


Price control is not a means to contain inflation or to assist 
vulnerable sections of the population. Experience throughout the 
world and in India has shown that price control, if exercised over 
any length ol time, works against the interests ol the consumer, 
the investor and the economy as a whole. The reasons for this 
have been analysed In the case of the Pharmaceutical Industry 
there is an urgent need to remove price control Occasional 
tinkering with an existing irrational system can only lead to 
greater distortions. The only solution is to abolish price control in 
this industry as has been done in several others Government 
should then work with Industry toestablish a more reliable and 
elleitive means of ensuring ihai essential drugs are made 
available at affordable prices to vulnerable sections of society. 

I his is indeed possible and is :he challenge that the Drug Industry 
and ilir Government have to accept in order toensure the survival 
and growth ol this industry which plays a vital role in the health 
and well-being ol people thioughout our country. 

Vote- Flits does not purport to he a <et ord of the proceedings of 
the Annua! General Meeting For a copy of the Chairman’s full 
Statement, the Report and the Accounts please apply to the 
Secretary Glaxo India I smiled. Dr Annie Besant Road, 
W 'oih. Bombay 400 02 f 

Glaxo 
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DISCUSSION 


On IMF’s Financial Stabilisation Model 

P .Nandakumar 


IN an article that has received the attention 
it richly deserves, Ranjit Sau [1992a] has 
dissected the financial model of stabilisation 
in vogue with the economics staff at the 
International Monetary Fund, superimposed 
a general equilibrium model on its disputed 
structure, and shown that the conclusions lor 
stabilisation policy emanating from it appear 
ambiguous in such a more complete setting. 
The present article complements or modifies 
Sau’s analysis in the following ways, indi¬ 
cating that the issue is more complex than 
what transpires from Sau’s article - which, 
however, it must be said, is a fine contribu¬ 
tion, presenting an important problem in a 
clear, simple way that has generated interest 
and discussion: 

(i) A fully general equilibrium model with 
price flexibility, where exports are endo¬ 
genously determined, is used. (To this model, 
a Philips curve mechanism, which Sau 
[1992b] called for. may be easily appended 
as shown in the appendix.) It may be recall¬ 
ed that in Sau's [1992a] analysis the price 
level is kept fixed while the interest rate is 
allowed to vary, and exports are exogenous 
while imports are endogenously determined. 
It is seen that these extensions affect Sau’s 
qualitative results. 

(ii) The ouput effects of a change in the 
money supply are taken into consideration. 
In other words, money is included in the pro¬ 
duction function arguing that it can be ex¬ 
pensive for firms to be short of cash follow¬ 
ing Fisher [1974], etc. This approach lends 
an ear to the position often taken by Indian 
economists critical of IMF/World Bank tyi* 
stabilisation schemes that involve a reduc¬ 
tion in deficit financing and hence a slower 
growth of the money supply. 1 

(iii) It is argued that the role of foreign 
direct investment (FDD should not be given 
such prominence as Sau does (indeed, in his 
model it is crucial in providing the rebuff 
to the IMF stance) inasmuch as it is really 
not clear that FDI is so responsive to interest 
rate changes. Some recent studies indicate 
that there is probably a host of factors which 
enter into the investment decisions of global 
investors, inclusive of factors such as 
political stability, long-run prospects of the 
national economy relative to that of other 
potential host countries, etc 1 Hence the 
line of reasoning that a reduction in the 
money supply would raise interest rates, 
thereby reducing FDI, causing imports 
which are inexorably linked to FDI to fall 
and foreign cui feucy reserves to rise, is not 
infallible, and is probably not the best one 
to confront the advocates of IMF type 


stabilisation policy with. 

Now I will proceed to present a general 
equilibrium model with endogenous exports 
and prices, which is then used to study the 
effects of a change in domestic money 
supply. 

I 

A Simple General Equilibrium 
Model for Stabilisation Policy 
Analysis 

The model consists of the following equa¬ 
tions (relationships which are present in 
Sau’s model are reproduced in an identical 
fashion; this may introduce some disparity 
in the functional forms used, which should 
be ignored): 

(1) Y - Y(E,K) 

(2) Y (E.K) = C + I + G +• X M 

(3) C = C(Y) = cY 

(4) I 1(1) = a + bi 

(5) M = M | J J = mY+nJ + z| P —^ 

m x - x(-y -■ d - x.p. 

'V k : 

(8) J - v(i i*) 

(9) X - M = AQ + AR + J 

(10) S. L(Y, t) 

P 

(11) S - S , + AR + AD 
Notation 

a, b, c. g, m, n, v, x, z = constants 
Y - national income 
K — capital stock 
I = investment 
X = exports 
P price level 
P* = foreign price level 
i* = foreign interest rate 
S - money stock 
Q - net foreign assets of public 
J ■« foreign direct investment 
P R - P/e.P* 

E = employment 

C = consumption 

G - government spending 

M = imports 

c = exchange rate 

i = interest rate 

1. = money demand 

D = domestic component of money slock 

R = net foreign assets of banks 

Now. Subscripts represent partial derivatives. 

These eleven equations solve for eleven en¬ 
dogenous variables, Y, P, E, I, C, M, X, J, 
R, i and S. Equation (I) specifies output as 


a function of employment and the capital 
stock, which is fixed in the short run; (2) is 
the goods market equilibrium condition; the 
price level adjusts to equilibrate the goods 
market; (3), (4) and (5) represent consump¬ 
tion, investment and imports as in Sau 
[1992a]; (6) represents exports as being deter¬ 
mined by the relative price, an increase in 
the domestic price level reducing the volume 
ol exports (x <0). The exchange rate and the 
foreign price level are assumed*to be un¬ 
changing; (7) is an equation for determina¬ 
tion of the employment level. Actual 
employment depends on the wage rate 
relative to the price level (i c, the so-called 
pioduct wage) and the volume of capital 
stock, which is fixed in the short run. In our 
analysis the nominal wage rate W is held 
constant (and conveniently pul to one), 
though a Philips curve-type relation could 
be built in without changing the conclusions 
drawn (see Appendix). An increase in the 
price level increases employment (E p >0). 
An equation for the unemployment rate 
could be appended here, but is not necessary 
for the purpose of our analysis (however, see 
the appendix). 

Equations (8), which states that foreign 
direct investment increases with the interest 
differential, and (9) are as in Sau [1992a]. 
(10) is the money market equilibrium con¬ 
dition. Money demand L is assumed to de¬ 
pend on income as well as the interest rate 
(L<0).’ Equation (11) defines the ag¬ 
gregate money stock. The effects of a change 
in the growth of the domestic component 
‘D’ of the money supply can be obtained by 
differentiating the system. (As in Sau 
[1992a], we don’t consider the dynamic ad¬ 
justment towards long-run equilibrium. 
Again, as in Sau’s paper, simultaneous 
changes in government spending are not 
considered.) The change in the price level 
and the interest rate are solved out as 


_d_ =(l-c+m) _L. Y„- J. 

d(AD) a a 


03) dP - - (nv-b)>0, 

1 ’ d(AD) a 


where a = (I-c+mY p -X)L t - (nv-b) 
(L y Y e E p + S)<0, subscripts standing for 
partial derivatives (note that c < 1, x <0 and 
b <0). 

Rewriting (9) as 

(14) AR = g + x.PR - mY — v(l + n)i 


- zPn + vi*(M-n)-AQ 
and using the results (12) and (133. we can 
see whether Sau’s [1992a] conclusions, drawn 
from his equation (17), still hold. 


The terms containing the relative price 
P. in (14) did not appear in Sau’s equation 
(17), since he did not include any relative 
price effect on ex doth and imports, keeping 
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the price level fixed. Consider the experiment 
he described, a reduction in the domestic 
component D of the money supply. From 
(12), (13), (7) and (I), we see that the interest 
rate i rises, while the price level P, employ¬ 
ment E and national income Y fall. Sau 
[1992a] says that the effect of the fall in Y 
on AR may be swamped by the effect of the 
rise in j—due to the rise in i—on AR. But 
now we have also the effects of the relative 
price change to reckon with: with a fall in 
P and hence in P R , X rises while the par¬ 
tial effect on M is negative, and if these ef¬ 
fects on AR are stronger than (hat of the— 
dubious—increase in J, then 

(15) . d ( AR) <0 
d(AD) 

Hence endogenising prices and exports in 
the general equilibrium approach which Sau 
advocates seems to reinforce the IMF stance. 

II 

Output Effects of Money 
Supply Changes 

Now let us see if accepting the notion that 
changes in the money supply have a direct 
effect on the output in a credit-constrained 
economy affects the conclusions drawn 
above—and in Sau [1992a], This means that 
the production function will now be 
represented as Y(E, K, S) in the equation 
system. This is admittedly a mechanical way 
to proceed, just like plugging in money 
balances into the utility function, but serves 
to illustrate the point being raised. Differen¬ 
tiation of the system now gives 

(16) .ill = :! .(nv-b)-Y.L JO, 
d(AD) a 

an ambiguous effect, and 

(17) Jdi] = (I -c + m) _!. Y„ - J X. 

d(AD) a a » 

+ ' r L y Y e E p y s <° 

as before (‘a’ is defined as in (13)). 

So now, with a reduction in D, there is a 
rise in the interest rate as before and an in¬ 
crease in J that pulls down R(see (14)). But 
there is a possibility that the price level may 
rise; if it docs so, the resulting fall in exports 
and rise in imports will reinforce the effects 
on R of the rise in J, tending to usher in the 
result d(AR)/d(AD)> 0, refuting the IMF 
result. 4 

Ill 

Concluding Remarks 

At the culmination Of an interesting piece 
of analysis, Sau [1992a] seems to hang his 
criticism of the IMF model of stabilisation 
policy for developing countries on—what 
many may consider—a fragile peg, the res¬ 
ponse of foreign direct investment to interest 
rate changes. Available evidence docs not 
support a strong link between FDI in 
developing countries and interest rate dif¬ 


ferentials despite the obvious profit maxi¬ 
mising motive 

But if. as is often argued, there is a direct 
output effect of changes in the money sup¬ 
ply, then the case for a positive relationship 
between domestic money supply and foreign 
currency reserves becomes stronger. This is 
shown within the framework of a general 
equilibrium model, a kind of extended ver¬ 
sion of what Sau [1992a] used, with cn- 
dogenised prices and exports. 

Appendix 

A Philips Curve mechanism can be ap¬ 
pended to the general equilibrium model 
described above. The following two addi¬ 
tional equations will then be needed: 

(17) W* = w, + w 3 U + w, P*, 

stars as superscripts indicating rates of 
change, and 

(18) U = L - e(* k| 

where U is the unemployment rate and L is 
total (assumed to be fixed) labour supply, 
w,. w 2 and w } are constants. Including 
t' esc in the equation system in the first sec¬ 
tion, setting initial wages and prices to unity 
for convenience, and solving, it is easily seen 
that provided w, <1, the conclusions are 
not qualitatively altered, with 

dlARl < o 

d(AD) 

IVoles 

I For instance, in a talk delivered at the Cen¬ 
tre for Development Studies in Trivandrum 
in October/November 1991, Amit Bhaduri 
emphasised the detrimental output or supply 
effects of a reduction m the growth of the 
money supply according to IMF 
prescriptions. 


2 See Tor instance UNCTC (1991, 1992]. I aro 
grateful to Sunil Mani for bringing these 
publications to my notice. Mani and Nanda- 
kumar [1991] provides a somewhat detailed 
discussion of the issue. 

3 In fact I feel that though Sau [1992] etpiaint 
that he is adopting a simple (realistic) de¬ 
mand for money for function baaed only on 
income, he ought to include the interest rate 
also, since it seems to be required in some 
sections of his paper (to justify an upward 
sloping LM curve, for instance). 

4 The effects on M through changes in Y can¬ 
not be unambiguously stated: Y is reduced 
by the cut-back in the growth in D, but in¬ 
creased by a rise in the price level. 
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Bank of America 


BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


BALANCE SHEET AS ON 
31.3.1992 


PROFIT AND LOSS ACCOUNT FOR THE 
YEAR ENDED 31.3.1992 


Schedule 

CAPITAL & 

LIABILITIES 


Capital 

1 

Reserves & Surplus 

2 

Deposit 

3 

Borrowings 

Other Liabilities & 

4 

Provisions 

5 

TOTAL 


ASSETS 


* Cash and balances with 


Reserve Bank of India 

Balances with Banks and 

6 

money at call and 
short notice 

7 

Investments 

8 

Advances 

9 

Fixed Assets 

10 

Other Assets 

11 

TOTAL 


Contingent Liabilities 

12 

Bills for Collection 



As on As on 


(Rs ’000) (Rs '000) 


2.000 

952,914 


2.000 

474.087 


12.416,193 8,860,665 

2,725,482 2,503.020 

2,309,602 894.611 

18,406,191 12.734,383 


269 409 


606.916 


2,157,760 3,313,046 

8,668,379 2.827.526 

4.235,243 4,725,910 

204,428 92.848 

2,870,972 1,168,137 

18,406 191 12,734,383 


288,802 176,365 


Schedule 


INCOME 

Interest earned 13 

Other income 14 

TOTAL 

EXPENDITURE 

Interest expended 15 

Operating expenses 16 

Provisions and 
contingencies 

TOTAL 

PROFIT BEFORE 
INCOME-TAX 

Provision for Taxation 
(net ot excess tax provision 
tor .earlier years Rs 36,198. 
1990-91 ■ Rs Nil) 

NET PROFIT FOR THE YEAR 

APPROPRIATIONS 

Transfer to Statutory Reserves 
Transfer to Revenue and 
Other Reserves 


Year Year 

Ended Ended 

31 3 1992 31 3 1991 

(Rs '000) (Rs '000) 


2.833,807 | 1,919,965 
1,340.573 406,908 

4,174,380 2.326,873 


2,383,571 1,467,284 

357,148 240,383 

72,726 (3.146) 

2,813.445 1,704,521 

1,360,935 622,352 

725,802 401.600 


635,133 220,752 


127,027 44,150 

508.106 176,602 

635,133 220,752 


VIKRAM TALWAR 

CHIEF-' FYECUTIVE OFFICER 


As per our report of even date 
FOR S B. BILLIMORIA 4 CO. 
CHARTERED ACCOUNTANTS 

SANJIV N. SHAH 
PARTNER 


BOMBAY . *ur»« 
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BANK OF AMERICA 


W Bank of America 


NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


I SCHEDULES FORMING PART OF BALANCE SHEET AS ON 31.3.1992 | 


1 

i As on 

31 3 1992 

; As on 

! 31 31991 

|_ 


As on 
31 31992 

As on 

31 3.1991 


(Rs '000) 

(Rs 000; 


(Rs'OOO) 

(Rs. '000) 

SCHEDULE 1 — CAPITAL 



SCHEDULE 3-DEPOSITS 



Amount brought in as 
start - up capital 

Deposit with Reserve Bank of 
India under Section 11(2) of the 
Banking Regulation Act, 1949 
Government Securities o( the 
face value of Rs 210,000 

2.000 

2,000 

1 

Demand Deposits 

i) From Banks 

ii) From Others 

Savings Bank Deposits 

Term Deposits 

i) From Banks 

ii) From Others 

i 

10,443 

3.696.732 

358,176 

Nil 

8.350,842 

12,569 

1.911,516 

248,677 

Nil 

6,687,903 

included in investments 
(previous year Rs 165.V00! 

Nil 

| Nil 

i 

TOTAL 

12,416,193 

8,860,665 

2000 

2,000 

Deposits from Branches in India 
Deposits from Branches 
outside India 

12*109,092 

7.101 

8,851,804 

8,861 

SCHEDULE 2 - RESERVES 

AND SURPLUS 



TOTAL 

12,416,193 

8,860,665 




SCHEDULE 4 - BORROWINGS 



Statutory Reserves 

Opening Balance 
^idd - Transfer from 

Profit and Loss Account 

125,290 

127.027 

252,317 

81,140 

44,150 

125.290 

A Borrowings in India 

i) Reserve Bank of India 

ii) Other Banks 
ni)*Other Institutions 

and Agencies 

B, Borrowings outside India 

Nil 

2,725.482- 

Nil 

Nil 

Nil 

2,503,020 

Nil 

Nil 

Capital Reserves 

Opening Balance 

47,957 

7,000 

TOTAL 

2,725,482 

2,503,020 

Add - Transfer from Revenue 
Reserves 

16,419 

40,957 

Secured borrowings in 

A and B above - Rs Nil 



Revenue and Other Reserves 
Opening Balance 

Add - Transfer from 

Profit and Loss Account 

64.376 

300.840 

508,106 

47,957 

277.219 

176,602 

SCHEDULE 5-OTHER 
LIABILITIES AND PROVISIONS 

Bills Payable 

Interest Accrued 

Others (including provisions) 

210,076 

259,855 

1,839.671 

383,271 

156,517 

354,823 


808,946 

453,821 

Less - Transfer to 

Capital Reserves 
Remittance of 

Profit to Head 

Office 

TOTAL 

2,309.602 

894,611 

16.419 

156,306 

172,725 

40,957 

112,024 

152.981 

SCHEDULE 6-CASH AND 
BALANCES WITH RESERVE 
BANK OF INDIA 

Cash in hand (including foreign 
currency notes) 

Balances with Reserve 

24,578 

20,373 


636,221 

300,840 

Bank of India 

(a) In Current Accounts 

(b) In Other Accounts 

244,831 

Nil 

586,543 

Nil 

TOTAL 

952,914 

474,087 

TOTAL 

269,409 

606,916 


Economic and Political Weekly September 19,1992 


2073 










m 


Bank of America 


BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 
(INDIAN BRANCHES) 


SCHEDULES FORMING PART OF BALANCE SHEET AS ON 31.3.1992 

‘| T" 

A. nn ' An .... 


As on 
31 3199? 


31 3 1991 


(Hs '000) t (Rs 000) 


SCHEDULE 7 - BALANCES 
WITH BANKS & MONEY AT 
CALL & SHORT NOTICE 

I IN INDIA 

0 Balances with Banks 

a) In Current Accounts 

b) In Other Deposit Accounts 
ti) Money al Call & Short Notice 

a) With Banks 

b) With other institutions 


| 1.207.894 
Nil 

| 949,866 

Nil 


255,450 

Nil 

3,002 297 
Nil 


2,157,760 3,257.747 


OUTSIDE INDIA 

i) In Current Accounts 

ii) In Other Deposit Accounts 
hi) Money at call & short notice 


TOTAL I & II 

SCHEDULE 8 - INVESTMENTS 

Investment in India m 
Government Securities 
Shares 

Debentures and Bonds 
Others 

Investment outside India 
TOTAL 

SCHEDULE 9 — ADVANCES 

Bills purchased and discounted 
Cash Credits, Overdrafts and 
Loans repayable on demand 
Term Loans 


2,157,760 


3,043.835 

600 

4,105,091 

1.518,853 

Nil 

8.668,379 


55,299 

3,313,046 


2,121,908 

600 

244,037 

460.981 

Nil 

2.827,526 


Less Bills Rediscounted 
TOTAL 


7,469,520 

1,482,249 

1,149,617 

10,101,386 

5,866,143 

4,235,243 


8,819.101 
1,269,853 

486.022 

10.574,976 

5,849,066 

4,725,910 


Secured by tangible assets 
Covered by Bank/Government 
Guarantees 
Unsecured 


Less Bills Rediscounted 
TOTAL 

Advances in India 
Priority Sector 
Public Sector 
Banks 
Others 


Less Bills Rediscounted 
TOTAL 

Advances outside India 
'Dug from Banks 
Due from others 

(Bills purchased and discounted) 
TOTAL 

GRAND TOTAL 

SCHEDULE 10 — FIXED 
ASSETS 

I. Premises 

t Cost as at April 1. 1991 
Additions during the year 


Deductions during the year 0 

5,277 

Accumulated depreciation to date 2.640 

TOTAL 2,637 


As on 
31 31992 

As on 
31 3.1991 

(Rs '000) 

(Rs '000) 

3,338,787 

2,933,117 

1,516,238 

5,246,361 

1,861,539 

5,780.320 

10,101,386 

10.574,976 

5,866,143 

5,849.066 

4.235,243 

4,725.910 

657,349 

3^73.180 

1,311,021 

4,152,493 

345,501 

4,139,495 

3,636,940 

2,423,233 

10,094,043 

10,545,169 

5,866,143 

5,849,066 

4,227,900 

4,696,103 

3.496 

3,847 

4,735- 
' ‘ 25.072 

7,343 

29,807 

4,235,243 

4,725,910 

5,277 

0 

5,277 

0 

5,277 

5,277 

0 

0 

5,277 

5,277 

2,640 

2,383 

2,637 

2,894 
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BANK OF AMERICA 
NATIONAL TRUST & 
SAVINGS ASSOCIATION 

Bank of America (Indian branches) 

SCHEDULES FORMING PART OF BALANCE SHEET AS ON 31.3.1992 


II Other Fixed Assets 
Cost as at April 1, 1991 

Additions during the year 


Deductions during the year 


Accumulated depreciation to date 127,697 


Add Assets under installation 

TOTAL 

TOTAL I & II 


As on 

31 31992 

As on 
31 3 1991 

(Rs '000) 

(Rs '000) 

183,308 

110,288 

127,956 

75,887 

311,264 

186,175 

10.083 

2,867 

301,181 

183.308 

127,697 

93,354 

173,484 

89,954 

28,307 

0 

201,791 

89,954 

204,428 

92,848 

-- 

— 


As on 
31 3 1992 


As on 
31 3.1991 


SCHEDULE 11 — OTHER 
ASSETS 

Inter—Office Adjustments (net) 
Interesi Accrued 
.Tax paid (net of liability) 
Stationery and stamps 
Others 


SCHEPULE 12 — 
CONTINGENT LIABILITIES 

Liability on account of outstan 


Guarantees given on behalf 
of constituents 

(a) In India 

(b) Outside India 
Acceptances, endorsements 
and other obligations 

Other items for which the 
Bank is contingently liable 

TOTAL 


(Rs 000) 

(Rs 000) 

1 257 076 
292,866 
70,612 
17 

1,250,401 

214,896 

205,356 

65,727 

79 

682,079 

2,870,972 

1,168.137 

53,578,192 

19,210,132 

2.754,921 

Nil 

1,969,012 

Nil 

3,618,654 

3,729,112 

5,866,143 

5,849,066 

65.817,910 

30.757,322 


■ 
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SCHEDULES FORMING PART OF PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31.3.1992 


SCHEDULE 13 — INTEREST 
EARNED 

Interest/discount on 

advances/bills 

Income on investments 

Interest on balances with 

Reserve Bank of 

India and other inter bank funds 

Others 

TOTAL 

SCHEDULE 14 — OTHER 
INCOME 

Commission, exchange and 
brokerage 

Profit on sale of investments 


Year 
Ended 
31 31992 


1,521,612 

669,379 

629,798 

13,018 

2,833,807 


181,896 

888,183 


Year 
Ended 
31 3.1991 


(Rs. 000) (Rs 000) 


1,258,371 

229,057 

430,246 

2,291 

1,919,965 


117,539 

175,858 


Profit/(loss) on revaluation ol ' 
investments 

ProfitZ(Loss) on sale ol land, 
buildings and other assets 
Profit on exchange transactions 
Miscellaneous Income 

TOTAL 

SCHEDULE 15 — INTEREST 
EXPENDED 

Interest on deposits 
Interest on Reserve Bank ot 
India/inter-bank borrowings 
Others 
TOTAL 


Year 
Ended 
31 3 1992 

(Rs '000) 

(104.207) 

243 

373,613 

845 

1.340,573 


644,405 

1,736,006 

3J60 

2,383,571 


Year 
Ended 
31 3 1991 


(Rs 000) 

2,729 

(197) 

110,306 

673 

J06.908 

564,649 

900,678 
1,957 
1.467,284 
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BANK OF AMERICA 

NATIONAL TRUST & 

SAVINGS ASSOCIATION 

Ul Bank of America 

(INDIAN BRANCHES) 


SCHEDULES FORMING PART OF PROFIT & LOSS FOR THE YEAR ENDED 31.3.1992 


Year 
Ended 
31 31992 


Year 
Ended 
31 3 1991 


SCHEDULE 16 — OPERATING 
EXPENSES 

Payments to and provisions for 
employees 

Rent, taxes and lighting 
Printing and stationery 
Advertisement and publicity 
Depreciation on bank s property 
Directors' fees, allowances 
and expenses 


(Rs 000) (Rs 000) 


127,750 

49.340 

23,804 

10,629 

35,728 


Auditors' fees and expenses 
(including branch auditors) 
Law Charges 
Postages, Telegrams 
Telephones, etc 
Repairs and maintenance 
Insurance 
Other expenditure 

TOTAL 


Year 

Ended 

31 3.1992 

Year 

Ended 

.31.31991 

(Rs '000) 

(Rs '000) 

366 

225 

1,504 

717 

42.051 

27.285 

379 

38,201 

26.862 

19.005 

332 

33.018 

35 7.148 

240,383 


SCHEDULE OF NOTES 

t. ACCOUNTING POLICIES 

(A) FOREIGN CURRENCIES . Assets and Liabilities in foreign currencies oxcepl I'om Non Residents «n 7 CNR Arcounts are translated into Indian Rupees at thr rate current at 
Balance Sheet date The foreign currency Non Resident Account balances are valued as on Balance Shot t da;* • V, H <p r.ittspecified L*y Reserve Bank of Ir irJia P« oR ioss on pending 
contracts has been accounted after discounting the US dollar value u* »uth profit/loss at eurodollar mo r, »y nvrket Mies as pe* the qioivii ,ir r our.tmq polk v ol Hit* Bank This policy 
t$ in effect from January 199? Had this change not been effected profit for the year would have been lower by Rs 56 994 55b (net ol tax Rs S2 797 f3??i 
(8) INVESTMENTS Investment securities are valued at cost plus discount accreted till date Trading securities arc* valued at market values e*' ept for neyo'iahio certificates of deposit 
which are valued at cost plus discount accreted till dato Resultant gams or losses are taken to the profit and loss statement PMiHos*- m .especl of outstanding forward purchase 
and sale contracts in secur-ties is accounted for in the year in which they mature 

(C) FIXED AS9ETS .Fixed assets are stated a? cost loss accumulated depreciation Depreciation is on a M* aight line method at r -iws specified » i Sc hod j'o XIV of the Companies 
Act, 1956 Where .requisition cost of any individual item is less than Rupees 17 000 il is expensed during Ihe year 

(D) ADVANCES . Provisions for doubtful advances havo been made to (her satisfaction of the auditors m rnspoct of identified additions, baued on a periodic review of tidvances. 
and after taking into account the podion of advance guaranteed by the Deposit Insurance and Credit Guarantee Corporation 'he t xpon C 'Ml it a*d Gu n.mtoe Corporation and similar 

statutory bodies 

(E) STAFF BENEFITS Provisions for gratu'ty/p^nsion benefits to start have been made on an act real basis i-x ept 'or liability me. .tioned ii • note ?. $»*par.it»* funds for gratuity/pension 

have been created 

2- In respect ot the Portfolio Management Scheme operated by the Rank, the uninvested amounts are recorded a*, deposits The Bank h«, not accounted for its fee income on 
outstanding portfolios being managed for customers, since the same is determined only at ttie time when ih* portfolio mature. Accretions on these schemes totalling 
Rs ill .422,275 whicti include fen income due to the Bank, are grouppd under Other Liabilities, and will be taken to the profit and loss statement when tho portfolio matures 

3. The liability pertaining to employees who mtired upto March 31 1SS9 under the Rank s Voluntai y Retirement Scheme is being accounted for as when it falls due under the scheme 
The total liability under the scheme as on March 31 1992 as aotuarially determined is Hs 9 360,000 

4. The Bank has outstanding forward purchase and sale contracts in seejr**'es as ar March 31 1992 The profit in' s m respect of 'hese contracts i*> accounted tor in the year in 
which the contracts mature 

5. Figures for Ihe previous year have been regrouped and reclassified wherever necessary so as to goner ally conform to the revtsed format ot the Third Schedule of the Banking 
Regulation Act 1949 

As pc' our report of even dare 
TOR S B BILLIMORIA & CO 
CHARTERED ACCOUNTANTS 

VIKRAM TALWAR SANJIV N SHAH . 

CHIEF EXECUTIVE OFFICER PARTNER 

BOMBAY, June 23, 1992 


AUDITORS’ REPORT 

We have audtled the attached Balance Sheet of Indian branches of Bank of America National Trust and Savings Association as at 3>sf Marcn. 1992 and also the Profit and Loss 
Account of the Indian branches of the bank for the year ended on that date in accordance with the provision of Seclion 29 of theBankmg Regulation Act, 1949, read with the provisions 
of Sub Seaton (t) (2) and (5) of Seaton 211 and Sub Section (5) of Seclion 227 of the Companies Act. 1956 the Balance Sheet and Profit and Loss Account, together with notes 
thereon, are not required to be and are not drawn up in accordance with Schedule VI to the Companies Ad. 1956 The accounts are. therefore, drawn up in conformity with Forms 
A and 8 (revised) of the Third Scftedule to the Banking Regulation Act. 1949 Reference is invited to nore 1(a) regarding the discounting of the loss on foreign exchange forward 
contracts We report that subject to the above (a) We have obtained all the .nformation and explanations which to the best of our knowledge and belief were necessary for the purposes 
of our audit, and have found them to be satisfactory (b) The transactions which have come to our notice, have Peon in our opinion, within the powers of the bank <4c) In our opinion, 
proper books ot account as required by law have been kept by the Bank so far as appears from our examination of those books (d) The Balance Sheet and Profit and Loss Account 
of the Indian Branches of the bank dealt with by this report are in agreement with the books of account, (e) In our opinion, and to the best ot our information and according to (he 
explanations given to us, the said accounts read with notes thereon give the information required by the Compares Act, '956. in the manner so required for Banking Companies, 
and on such basis the said Balance Sheet gives a true and fair view of the state of affairs of the Indian Branches of the Bank as at 31 st March. 1992 and the Profit and Loss Account 
gives a true and fair view of the Profit of the Indian Branches Mr the year ended on that date 

* ' . For SB BILLIMORIA A CO 

;V> CHARTERED ACCOUNTANTS 

_ " ' ■ V '° SANJIV N SHAH 

PARTNER 

. Data 23 Jgn», INS 




2076 


. . . Eww^mkf 

a -J& 1 t»6 ’&*X »!', iwSCi&fiZi 1?-JiY! 









“My Voltas refrigerator 
gives me so much 
more, I’m glad I didn’t 
settle _ for 


anything 


less.” 



My husband and 1 checked out every 
refrigerator on the market, before we 
bought our Voltas. 

And we found that Voltas offers more 
than alt the other refrigerators put 
together! 

For instance, all refrigerators talk 
about •auto-defrost' But only Voltas 
has a truly automatic defrost 
system — where at the push of a j 
button, the water drains out and 
evaporates In the others, you have to , 
empty out the chill tray 
We also discovered that Voltas was 
the first to use PUF, the wonder 
insulation material, ABS liners, SAN 
crisper boxes, and powder coatings for 
a great finish — and all this 5 years 
ago 

Moreover, only Voltas is powered by 
the world famous Danfoss* compressor 
which saves up to 3S% power, year 
after year And it comes with a seven . 
year guarantee at no extra cost J 

In fact, Voltas has so much more to a 
offer, 1 wonder why anyone would m 
buy any other refrigerator M 

So isn't it time you checked out fl 
Voltas for yourself' O 
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VOLTAS 

KFhRI(. I-RATOR 

If you want the best 


‘Manuljiiurrd undrr lictmc (rum Danins* ol D< nrturk 


Y 


VOLTAS UNITED 
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MAKE AN INTELLIGENT MOVE 




LAST CHANCE TO EXEMPT 
YOUR CAPITAL GAINS ARISING 
UPTO MARCH 31, 1992 FROM TAX 
INVEST IN 

'cLL 

CAPITAL BONDS 


IAST DATE FOR INVESTMENT UNDER THE SCHEME: SEPTEMBER 30, 1992. 


Long term capital gains from the sale of land, buildings, jewellery, shares etc. attract Income Tax. But 
there is a way out. Invest in IDBI CAPITAL BONDS,keep your capital intact and earn interest too. 




•'Bonds available at pjr till September 
<0, 1992 

• Exemption from tax on ( apital Gains 
under Section Sill of the Income Tax 
Act 1961 for the Assessment Year 
1092-93 


• Income tax benefit under Section 80L. 

• Interest at 9% p.a. payable half yearly. 

• Investments by Non-Resident Indians 
also accepted 

• At the investor's option, interest for 
die hill period of 3 years can be paid 


in advance on discounted basis. 

• No deduction of tax at source 

• Outstation cheques accepted and 
cost of collection borne by IDBI. 


ALSO CONTRIBUTE TO THE INDUSTRIAL DEVELOPMENT OF THE COUNTRY. 


y 


For further details contact the nearest IDBI office or write to Manager 

INDUSTRIAL DEVELOPMENT BANK OF INDIA 

IDBI Tower, Cuffe Parade, Bombay 4U0-005 Tel: 218 9111/21 


Sobhagya-92 
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m INSTITUTIONAL CREDIT FOR RURAL DEVELOPMENT 

m PRICE SUBSIDIES AND IRRIGATION INVESTMENT 

m ETHICS AND GOVERNMENT: SETTING LIMITS TO CRITIQUE 

m OPTIMAL EXPORT PRODUCT MIX FOR INDIAN ECONOMY 

1 GROUNDWATER IRRIGATION, AGRICULTURAL PRODUCTION 
AND POVERTY IN BANGLADESH 

1 WHY A HUMAN RIGHTS COMMISSION? 

r 

J DUAL EXCHANGE RATES AND INDIA'S EXPORT STRATEGY 

f * ' ' 

SUBSIDISING AGRICULTURE: A CROSS-COUNTRY VIEW 

s . 


f\Ostb. tic f QwjM*A \fsjtct 


Public Issue of 58,00,000 Eauity Shares 
of Rs. 10/- each for cash at par 
aggregating Rs. 580.00 lacs. 

HIGHLIGHTS 

• Promoted by Mr Yogesh R Mankodi and 
his Associates with experience ol 
manufacturing and marketing of various 
pharmaceutical products 

• GIL Group comprises of Gujarat Inject Ltd 
and Guiarat Inject (Kerala) Ltd 

• Project for setting up 300 beds, 
sophisticated multi-speciality hospital with 
modern diagnostic facilities 

• Hospital Consultancy byHosprtaliaEastern 
Pvt Ltd. affiliated to Hospitalia International 
GmbH, West Germany 

■ Protect appraised and financed by All India 
Financial Institutions in lead with Industrial 
Finance Corporation of India 

• Pressing to introduce Health Insurance 
Scheme and special discount facilities foi 
life members of the hospital 

• First phase of Diagnostic Centre and Out 
Patient's Department comprising of 50 
beds and 2 operation theatres to 
commence operation by October- 
November, 1992 The second phase 
comprising of entire hospital operations to 
commence by August. 1993 

1 Ideal location - No hospital with comparable 
facilities within a radius of 105 Kms 
Direct Equity Participation in Promoters 
Equity by G I I C., LIC and Canbank 
Mutual Funds 

Listing on Vadodara. Bombay and 
Ahmedabad Stock Exchanges 
RISK FACTORS 

General Medical Facilities offered by 
nursing homes and hospitals in the vicinity 
may have direct competition with the 
company 

The cost overruns it any, due to Imported 
equipments will be financed by promoters 
by way of unsecured loans 
The profitability may be affected in case of 
delay in implementation of the project The 
equipments becoming obsolete, due to 
advances m technology available in future 
There are outstanding Lease Rentals to the 
tune of about Rs 75 lacs payable by 
Gujarat Inject Ltd a Group Company to BOI 
Finance Ltd 


ISSUE OPENS ON 
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Damage by Subsidy 

The levels and behaviour of world prices of agricultural commodities reflect 
(he distortions arising out of direct and indirect subsidies provided by 
governments to agriculture. The distortions are transmitted to the 
production baskets of different countries, leading to huge efficiency losses. 
An examination of the degree of subsidisation of agriculture in 
differelrt countries in the 80s. 4-106 


An Eve on the M»n Chance? * 07 *^' 

Bangladeshi Refugees Political Games- x n 
Congress?): Pie Opposition Withm-Human <> j'- 

Rights The Real Check -Sn tanka No Enct -' 1 ry 
in Sight CV *p«C 

The Markets 
Waiting for Bullish Fuel 

-D P Vienna SOB* 

Statistics 9014 

Com panics ROBS 

Calcutta Wary 

-AM SOB? 

Comm e ntary 

Dual Exchange Rates and India s Export Strategy 
-Bishnupnya Gupta *091 

Why a Human Rights Commission 1 
—K G Kannatwan 809S 

Public Health. A Question of Entitlements 
-Supt K Das 9095 

Vietnam Old Men Remember 
-Nigel Harris *997 

Perspectives 
Black Skin. Black Masks 

-AlokRai 9099 


i'A*,* gfhey instrument investment in irrigation is superior to fertiliser and 
.ftjodjnibsidies in dealing with two persistent problems of the Indian 
^fcohomy: the vulnerability of agriculture lo weather and the lack of 
purchasing power of a large section of the population to buy food 4-117 


;ibne World, Many Worlds 


Missing Equation 

-Ranjit Sau 910* 

Genius and Society 

-H Jenwa *105 


REVIEW OF AGRICULTURE 

Subsidising Agriculture- A Cross Country View 
-Ashok Gulati. A N Sharma A-106 

Price Subsidies and Irrigation Investment 
in India Macro Implications 
-D K Ratha, Atul Sarma A-117 

Institutional Credit for Rural Development 
Proper Risk Management or Group lending 1 
-D Narayena A-199 

Sustaining Serendipity 1 Groundwater 
Irrigation, Growth of Agricultural Production, 
and Poverty in Bangladesh 
-RW Palmer Jones Ar1*B 


Special Articles 

Optimal Export Product Mix lor Indian 
Economy 

-Knshnendu Ghosh Dastidar *107 

Ethics and Government Setting Limits 
to Critique 

-Manas Ray *11* 

The American ftjlitical System A Critique 
Of Its Functioning 

-Khakd B Sayeed *1*5 

Wscw lo n 

Orientalism and After 

-Nivedita Menon *133 

Uttar* to Editor 907B 


ECONOMIC AND POLITICAL WEEKLY 
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Even as the international net of debt and bondage and unequal exchange 
grows ever tighter, the intellectual resources whereby such a world might 
even be comprehended are inhibited by the fear of cthnocentricity. While 
the real world in which people live and work slips into the homogenising 
maw of international capitalism—one world—contemporary intellectuals' 
ability to conceptualise it except in terms of an infinite plurality is fast 
disappearing down the vortex of post-modernist theorising- many 
worlds. 2099 

It is no coincidence that 'orientalism' as well as general intellectual trends 
which question the notion of a transcendental subject have come into 
prominence at this historical moment. But are these trends to be linked to 
the 'global offensive of the right' or are they to be seen as attempts to cope 
with and understand the steady erosion of the revolutionary project as 
it was once understood? 2133 


Not Creditworthy 

As part of the package of measures 
for reform of the financial system, 
the attempt now is to hand over the 
banking sector to industry and trade 
where it ‘traditionally belonged' 

What happens then to agriculture 
and the weaker sections? 4-122 


Limited Critique 

Should humanities remain locked up 
within a romantic ethical conception 
of critique or should it start re¬ 
negotiating certain of the renaissance 
ideals, preparing its participants 
for specific targets and 
engagements? 2119 


Export-Unfriendly 

If ihe government of India’s export 
drive has been inspired by the 
success of countries such as South 
Korea then dual exchange rates is 
certainly not the right policy. 2091 


Mask 

The setting up of a human rights 
commission will not reduce human 
rights violations, but will certainly 
serve to cover up such 
violations. 2092 

Right Mix 

The compulsion to minimise capital 
formation requirement in reaching a 
target of balanced trade in a 
situation of limited (but increasing) 
export potential and given domestic 
demand calls for the working out of 
an optimal export-product mix 
for the Indian economy. 2107 


Benign Serendipity 

Analysis of the experience of 
Bangladesh with groundwater 
irrigation, agricultural growth and 
poverty alleviation suggests (hat (he 
apparently largely beneficial 
development of groundwater in 
(he country has had little (o 
do with deliberate policies; 
nor is il necessarily 
sustainable 4-128 


Not for the People 

Only the ones privileged to belong to 
the rarefied Fund-Bank stratosphere 
have the entitlement to be confided 
with the truth. Or perhaps it is ihe 
other way round, the Fund-Bank 
fraternity decides the contours and 
contents of truth and. hush hush, 
the government of India is told 
whal orders il has to comply 
with. 20*9 


Paying for Medicare 

In a society with sharp 
socio-economic disparities, who 
should be entitled to subsidised 
health care services? The recent 
decision to enhance charges in 
public hospitals evades this 
crucial issue. 2095 

Less Equal 

The interest group mechanism, the 
ceiurepiece of American pluralist 
democracy, does not afford 
equal opportunities, particularly 
to minorities and ethnic 
groups, because resources and 
organisational capacities are 
unequal. 2125 











LETTERS TO EDITOR 


Occupation-Based 

Reservation 

S GUHAN in his review article on Com¬ 
peting Equalities: Lav/ and the Backward 
Classes in India by Marc Galanter 
(August 8) has drawn our attention to cer¬ 
tain practical difficulties involved in iden¬ 
tifying backward classes on the basis of 
occupational criteria. He has also pointed 
out the practical problems involved in ap¬ 
plying economic criteria for eliminating 
the better-off among the backward classes 
from enjoying the benefits of reservation. 

I wish to offer the following answers to 
his questions: 

Guhan, has observed that “Similar, in 
fact more serious, problems are involved 
in the occupational criteria. Is a landlord 
who supervises his labour an ‘actual 
cultivator’'’'’ The most appropriate 
answer to this question is that he is an 
agriculturist. II agriculture is his tradi¬ 
tional caste-based occupation, he should 
be identified as belonging to backward 
class group, subject to his further satis¬ 
fying educational and economic back¬ 
wardness tests. 

"Is a mechanic an artisan?" No. 
Because it is lot a caste-based traditional 
occupation. 

“Why is not a pujari who uses his hands 
for archana not a manual labourer?” 
Manual labour is not a caste-based oc¬ 
cupation except for SCs and STs. If the 
pujari hails from the priestly caste, and 
if it is a caste-based occupation, then he 
is eligible subject to further tests of educa¬ 
tional and economic backwardness. 

“Does a coolie who is without work 
because of illness have an occupation at 
all?” This is a superfluous question 
because all people practising all sorts of 
occupations fall ill. So illness is not an oc¬ 
cupation. If he is a coolie it qualifies him 
for benefits of reservation both under oc¬ 
cupational criterion and under economic 
criteria. 

“Are all 13 oo-parceners of a joint fami¬ 
ly to be disqualified just because one of 
them cams some money from a higher 
status occupation?” The answer is that if 
the parents of the candidate who applies 
for reservation benefits are engaged in 
caste-based occupations and if their social 
group is educationally backward and if 
their income in that joint family is not 
above the prescribed limit, he is qualified 
for the benefits. 

"What about composite occupations, 
some included in the criterion and some 
not? What if occupation changes over 
time, e g, a recently retired school teacher 
who is now an agriculturist?" It is sim¬ 
ple He is a pensioner. He does ..ol follow 
a caste-based occupation for his livelihood 
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and hence his children are not eligible for 
benefits of reservation. 

I think Guhan is trying to defend caste 
as the most appropriate and sole criterion 
for the purpose of reservation by high¬ 
lighting the practical difficulties we have 
to face while applying other tests like 
caste-based occupation and economic cri¬ 
teria. Incidentally, there are formidable 
problems in determining the social status 
of different castes. Therefore, we should 
identify backward classes (list on the basis 
of caste-based occupation, then examine 
their educational level and finally filter 
those who are economically better-off 
even among them. Only then can we 
justify reservation benefits for those peo¬ 
ple. I think we should be very clear about 
the need for eliminating better educated 
and economically better-off people 
among backward castes from the benefits 
of reservation. 

Practical difficulties arise virtually in 
every field of administration. Guhan does 
not need any elaboration on this point. We 
should prescribe penalties for ineligible 
persons claiming reservation benefits 
through false certificates. Severe penalties 
will go a long way in minimising practical 
difficulties. 

G Thimmaiah 

Bangalore 

Left Front's Calcutta 

A CHATTERJEE in his/her letter 
(August 13) should be lauded as he/she 
has had the courage to (finally) call a 
spade a spade (or more appropriately, a 
sickle a sickle): “one wonders whether 
AM writes his diary from Calcutta or 
from somewhere else”. 

My generation grew up as avid readers 
of AM’s columns. However, during the 
last three years and some, having been 
both witness and participant to the struc¬ 
ture of everyday life in Calcutta and its 
environs, I have strongly felt as A Chat- 
terjee does but have not had the intellec¬ 
tual/moral courage to challenge this in¬ 
creasingly loud silence in AM’s Calcutta 
Diary. While the letter describes the ‘Saha 
da’ incident in some detail, the national 
press had earlier covered both the Bantala 
and Birati incidents (in the former case, 
the chief minister of West Bengal passed 
it off by saying that things like this hap¬ 
pen all the time), and the local press as 
well as Calcutta Doordarshan covered in 
graphic detail the accidental police 
shooting of an innocent by-slander recent¬ 
ly. And over these last two days there has 
been considerable turmoil in the city over 
the rape of a young, poor pavement- 
dweller woman at an east Calcutta police 
station. The CM’s reaction to this latest 
episode: the police cannot be expected to 


ensure the safety of every pavement 
dweller as there are so many of them. In 
addition he praised the police chief for his 
swift action. 

While the above incidents make news 
as they should, what goes unrecorded are 
the daily foibles underlying the structure 
of everyday life. A sample of my ex¬ 
periences (and possibly of many others): 

(a) A 28-year old domestic single-earner 
married to someone who if 50+ and half 
blind with four children living about 12 
kms from the city centre; her husband dies 
of causes unknown and she could avail of 
no primary health care facilities. For 
demographers with a quantitative inclina¬ 
tion: What is the conditional probability 
of this event occurring in Kerala? 
Maharashtra? Gujarat?... 

(b) The long and patient line on a hot 
and sultry afternoon outside an LPG 
retail outlet: an old weatherbeaten bespec¬ 
tacled ‘didima’ repeatedly pleading “what 
happened to my cylinder that I booked 
eight weeks ago?”, the young army of men 
manning the outlet totally oblivious of her 
fiequem comings and goings. (I have been 
told l*y a'.c of ;!tcse resentful employees 
that the reason the lag in West Bengal 
seems so much longer is that the truckers 
are reluctant to deliver due to the 
dangerous pot-holed roads and the need 
for frequent bribing.) 

(c) A tempo van clearly overloaded with 
produce and some workers on top of it all, 
dangerously tilting comes to a halt at 1 a 
crossroad; the driver hands over two 
rupees (or was it five?) to a traffic cop and 
proceeds unwarned with abandon. A few 
minutes ahead the van topples killing one 
and injuring the rest of the workers. 

(d) In spite of the ‘No Smoking’ sign 
boldly pasted in all mini-buses, who in 
Calcutta hasn't witnessed the conductors 
and drivers smoking away much to the 
discomfiture of the passengers. And try 
requesting them not to. 

(e) While most cities of the world have 
realised the advantages of pollution-free 
and user-friendly trams, and many regret 
that they did away with them for belching 
cars and buses, Calcutta’s leaders are 
thinking of removing the city’s trams and 
substituting more deafening mini-buses 1 
that frequently hit helpless pedestrians. Is 

it asking too much to find out what the - 
city’s inhabitants think? \ 

The troovt are observed phenomena ex- J 
perienced by me and should be seen as | 
just that, as I am sure that people wjll say I 
'these things happen everywhere’, j 
However, it is these experiences that come i 
into Shuddering conflict with AM’s silence 1 
in Calcutta Diary. I 

D Bhattacherjee 1 
Calcutta. j 
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An Eye on the Main Chance? 


I T is not just the royal family and its extramural doings which 
are proving too much for the stodgy British. Nemesis is cat¬ 
ching up in diverse ways. A unified Germany is determined to 
forget nothing, forgive nothing. She has set her heart to bring 
the British ego down a peg or two. The pound sterling, the 
German Bundesbank decided, was overvalued, the message was 
transmitted to the money markets, there was a run against the 
pound, the floor set for it in the European Exchange Rate 
Mechanism was soon breached. The British prime minister and 
his chancellor of the exchequer were outraged; was not London 
the capital of the world’s money market, how dare the mother 
of all currencies be treated in such shabby fashion. There was 
much commandeering of imperial pomposity; fifteen billion 
pounds were thrown in to defend the pound sterling in the ex¬ 
change markets; the aggregate number of unemployed workers 
approaching the three million mark notwithstanding, the Bank 
rate was raised, in the course of a daredevil Wednesday, first 
from 10 per cent to 12 per cent, and. within a further couple 
of hours, to 15 per cent. Increasing the Bank rate twice, and 
by as much as 50 per cent, within the space of twelve hours had 
never happened in the Bank of England’s three hundred-year 
history. Nothing could be more bizarre for a recession-hit coun¬ 
try than to raise the interest rate so high and so abruptly. It was 
nonetheless done, in the hope of attracting some hot money. 
But once mighty Germany had made up her mind that the British 
currency deserved to be devalued, such genuflections on the part 
of Hct royal majesty's government were of no avail. The slide 
of the pound continued, fifteen billion pounds went down the 
drain, the pound sterling was unable to re-enter the ERM band, 
and, at the end of the day, the prime minister and his chancellor 
of the exchequer had eaten the humble pie Britain, for the pre¬ 
sent, has opted out of the ERM system. At the end of the day’s 
travails, the Bank rate was restored to 10 per cent, and, after 
an interregnum of two days, brought down further to 9 per cent. 
The Germans have driven home the lesson they wanted to drive 
home: And not just to the British. The Italian lira as well, the 
Bundesbank held the view, was over-valued. It too was therefore 
given an identical treatment. The lira has also, in consequence, 
heavily depreciated and has temporarily been taken off the ERM 
discipline. It is a re-run of the 1930s though. The Italian prime 
minister is only too happy that the big brother of the 
Bundesbank has helped the Italians to find a scaled down, 
realistic etchange rate for their currency. Some may feel surprised 
at (his display of docility on the part of one who is supposedly 
a member of the Italian Socialist Party. They need to be reminded 
that, once upon a time, Benito Mussolini belonged to the same 
party. 

The Germans are obviously acting according to a hegemonic 
plait. As the pound and the lire were being given the treatment, 
France was going for the referendum on the Maastricht Heaty. 
Germany is keen that France be trapped into a European political 
union in which Deutschland would be uber alles. The French 
franc was therefore spared in the pre-referendum week. The 
referendum however has turned out to be indecisive, the 51-49 
majority in favour of ratification really indicates the French na¬ 
tion is split down the middle, and doubts persist concerning the 


wisdom of joining a European union, where the shots will be 
called by an economically overwhelmingly powerful Germany. 

Such obduracy on the part of the French has caused no small 
annoyance to the Bonn government and the Bundesbank. France 
too therefore, it has apparently been decided, must be taught 
a lesson. It has been arranged that speculators now turn against 
the franc The Banquc de France has already reportedly used 
up half of i' r loreign exchange holdings to defend the national 
currency, but it is touch and go, and the franc could as well soon 
be bounced off the ERM system. The German will will be done; 
it is not for nothing that chancellor Kohl has demanded a per¬ 
manent seat in the UN Security Council for his country. 

Weak currencies cater to weak economies. The Bundesbank's 
calculations must be pretty straightforward: give or take a few 
months, worsening unemployment and accumulating social 
unrest in their backyards would soon compel both the United 
Kingdom and France to surrender totally to the Germans, it is 
only German support which could then enable them to present 
a united front against the United States on the one hand and 
Japan on the other in the economic battles that would need to 
be fought to ensure survival. In other words, there could be no 
going back from the concept of a unified Europe of which 
unified Germany would remain the indisputable leader and 
whose word would be law. 

Meanwhile, other designers are also at work in the fatherland. 
The neo-Nazis are baring their fangs all across the country; the 
foreigner-bashing they are indulging in has a large measure of 
mute public support. Hitler’s war is finally being won, but 
through other means, Europe shall be German. Or so at least 
is the hope. A German weekly, whether in a tongue-in-cheek 
mood or not, had organised a phone-in to find out who would 
be the choice of the German voters as next chancellor if Helmut 
Kohl were to be replaced today: as many as 40 per cent of those 
who telephoned their opinion knew their mind: the accredited 
leader of the neo-Nazis, hitherto a nondescript name, must be 
elected as the new chancellor. 

There thus appears to be little doubt which direction unified 
Germany is moving. The Maastricht Heaty is only the first, 
modest enunciation of the pan-German dream to dominate the 
world. Given this context, the reaction of our own ministry of 
external affairs puzzles no end. if has been stated to have broken 
into raptures of joy over the nominal oui the French electorate 
‘ has uttered concerning the Maastricht Heaty. According to the 
perception of North Block, a unified, integrated Europe would 
provide a stable outlet for Indian goods. This is naivete at its 
worst. The Indian mandarins tend to forget (hat a monopsonist 
is choosy in regard to both the quantity he buys and the price 
at which he buys, in fact, our prospects of export-earnings might 
be very much better if the confusion continues in Europe and 
the scope remains of playing off some countries over there 
against some others. Such subtlety does not come easily to the 
servile Indian official mind: they have their eye on the main 
chance, which is to receive bits and pieces of German bounty, 
never mind if Deutschland’s current principal pastime is to bash 
up students and workers from India and other such honoured 
foreign guests. 
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BANGLADESHI REFUGEES 

Political Games 

WITH the settlement of the dispute over 
the Tinbigha corridor, one expected that 
India and Bangladesh were left with only 
two more unresolved issues: sharing of the 
Ganges waters and the repatriation of the 
Chakma refugees. But a third has cropped 
up now. New Delhi's decision to expel im¬ 
migrants from Bangladesh (10 million ac¬ 
cording to unofficial estimates), who 
again are being refused entry into its 
territory by Dhaka, has become a bone of 
contention between the two governments. 

Some 130 odd Bangladeshis who were 
deported by the-lndian government a few 
weeks ago, are now being kicked back and 
forth by the border security forces of 
India and Bangladesh. While the Indians 
are trying to push them into Bangladesh, 
the border forces of the latter are resisting 
their entry. Dhaka has officially protested 
against the deportation asserting that it 
would not accept them unless India sup¬ 
ported the deportation with documents 
that proved that (hey were Bangladeshi 
citizens. 

Both New Delhi’s sudden decision to 
deport the Bangladeshis and Dhaka's 
arguments against their return are propell¬ 
ed by dishonest motives. As for India, it 
is not as if the Bangladeshis have all of 
a sudden landed here in a deluge Ever 
since the assassination of Sheikh Mujibur 
Rahman in Bangladesh in 197$, the poli¬ 
tical uncertainty that followed drove hun¬ 
dreds of Bangladeshis (mainly political 
workers) into India where they lived as ex¬ 
iles. Later, increasing economic instabili¬ 
ty forced more and more (both Hindus 
and Muslims) to seek shelter in different 
parts of India—beginning from the bor¬ 
dering Indian states of West Bengal, 
Assam, Tripura, to interior metropolitan 
cities like Bombay and Delhi (where there 
are now 3,00,000 odd Bangladeshis eking 
out a precarious existence as rickshaw- 
pullers, domestic help, rag-pickers and 
manual labourers in other occupations). 
What began as a trickle in 197$ has 
gradually led to the spreading out of 
millions of poor and starved Bangladeshi 
Hindus and Muslims across India over all 
three years. Opportunities to earn a 
Retag —however meagre and in whatever 
devious ways—were provided by the touts 
of the various Indian political leaders who 
were keen on using these unfortunate im¬ 
migrants as vote-banks. It was with their 
help that the Bangladeshis got ration 
cards (as proof of their Indian citizenship) 
and were enrolled as voters. Whether the 
Congress, or the BJP, or the Left—every 
political party wooed them for votes dur¬ 
ing elections, since their concentration in 
certain constituencies made them a deci¬ 
sive force in determining the fate of»the 
candidates. 

All through this unscrupulous game of 
making use of the Bangladeshi immi- 
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grants, the BJP played a nefarious role. 
Although all the immigrants, whether 
Hindus or Muslims, were generally driven 
by poverty to seek shelter here, the BJP 
sought to drive a wedge by describing the 
Bangladeshi Hindus as ‘refugees’ who 
needed to be granted Indian citizenship, 
and the Muslims as 'infiltrators' who had 
to be deported. In a bid to bolster its 
image as the champion of 'Hindutva', it 
recently threatened to launch an agitation 
all over India demanding the expulsion of 
the Bangladeshi Muslims. In keeping with 
its policy of appeasing the BJP, the 
Narasimha Rao government promptly 
decided to deport the Bangladeshi immi¬ 
grants. As a first step, it bundled off 132 
Bangladeshis (all Muslims) out of their 
colonies in Delhi on September 9 to be 
pushed back into Bangladesh. It is this 
first batch of deportees which has sparked 
off the latest row between Delhi and 
Dhaka. 

Dhaka's argument that the deportees 
will have to produce Bangladeshi pass¬ 
ports to qualify for return is specious. 
Both Begum Khaleda Zia and the bureau¬ 
crats who are advising her are fully aware 
of the fact that it was the utter failure of 
the economic and political policies of the 
regime in Dhaka that led to the flight of 
these poor Bangladeshi citizens (who 
never had any passports to start with) out 
of sheer desperation, through the porous 
border that separates Indian states from 
Bangladesh. Dhaka should have the 
honesty to own up the responsibility of 
looking after its citizens. 

But things being what they are at the 
ground level, neither Delhi nor Dhaka has 
the right to insist on the niceties of law 
after all these years, particularly since 
both had winked at the violation of law 
during this period. Dhaka chose to allow 
illegal emigration of its citizens whom it 
could not take care of. The ruling powers 
in Delhi, as well as their counterparts in 
the states, allowed their respective politi¬ 
cians and touts to settle the Bangladeshi 
immigrants on Indian soil in order to use 
them as vote-banks. 

But such political patronage can never 
provide a firm basis for the settlement 
of immigrants on an alien soil, as the 
Bangladeshis are realising to their chagrin 
now. The changing correlation of forces 
at the top in Delhi, with the BJP calling 
the shots, is threatening the Muslim* 
among the Bangladeshi, immigrants, many 
among whom have been living here for the 
last two decades and, having been for¬ 
saken by Dhaka, have nowhere to go. 


CONGRESS(I) 

The Opposition Within 

IN the interest of ‘probity In public life 
and upholding high democratic values', 
Janaidhan Reddy resigned as chief minis¬ 
ter of Andhra Pradesh. Like his predeces¬ 


sor M Cbcnna Reddy, after aanottadhg 
his resignation he went on the customary 
spree of nominating his cronies as chiefs 
of various corporations. But continuity 
and tradition do not stop here. Reddy’s 
ouster came after protracted dissidence 
about which nothing could be done either 
way until the high court passed some stric¬ 
tures against him. Equally typically, his 
resignation was accompanied by a pies by 
a majority of the Congress legislature par¬ 
ty (CLP) members that Reddy be retained 
as chief minister. Most typically, the CLP 
also decided that the choice of Reddy’s 
successor be left to the party president. 
The ground has thus been cleared for 
dissidence to begin in earnest after the new 
chief minister is installed. 

The condition of Congress legislature 
parties is no better in the handful of other 
states in which the party wields power. In 
Karnataka the state party unit has been 
the site of an intense struggle, oriented 
almost entirely towards the removal of 
chief minister S Bangarappa. The facts of 
the case here are almost similar to those 
attending the Andhra Pradesh events. If 
anything Bangarappa's tenure has been a 
saga of even more extreme instances of 
corruption, nepotism and high-handed¬ 
ness. The only difference is that the 
dissidents led by Veerappa Moily and 
Azeez Sait appear to command a majority 
over Bangarappa loyalists in the CLP. The 
attempts by the two groups to demonst¬ 
rate their numerical strength to the high 
command have taken the most bizarre 
forms, with, on one occasion, a large 
contingent of ML As and sundry party 
members being airlifted to New Delhi at 
the state government’s expense to bid 
farewell to the chief minister, who was off 
on a foreign jaunt. As of now the high 
command has done nothing to change 
equations perhaps for fear of giving 
opportunities to Arjun Singh to make 
mischief. 

Kerala chief minister K Karunakaran’s 
antics have brought the Pradesh Congress 
to the point of breakdown. Utter disregard 
for factional accommodation and the over 
zealous project of slowly elevating his son 
as his successor has increased the number 
of factions against him. The Anthony 
group has always been implacable in its 
opposition to the chief minister but now 
a new group, the so-called 'reformist 
troika’ has emerged. One time cronies of 
the chief minister, KPCC vice president 
O Kartikeyan, All India Youth Congress 
president, Ramesh piennithala, and 
KPCC general secretary M I Shanawaz, 
finding their wnbitions stalled by the chief 
minister’s plans for his son have turned 
dissident. In all these antipathies the high 
command’s injunction to rival groups to 
refrain from going to the press .to air 
grievances has been studiously ignored. 

Maharashtra, the only other state to 
have a sizeable Congress presence; is not 
free from such difficulties following the 
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differences that have cropped between 
Sharad Pfewar and former protege and 
current chief minister Sudhakarrao 
Naik. Here, however, the health of the 
Congress organisation is reflected in the 
elan with which rivalry is played out. The 
stakes are too high to permit anything 
other than moderate dissidencc. In Ifcmil 
Nadu, where the Congress, though a 
negligible factor in the state legislature, 
has a substantial electoral base, the 
antagonism between TNCC(l) president 
Vazhapadi Ramamurthy, a Jayalalitha 
acolyte, and K Moopanar has brought the 
party to a strategic deadend so that it is 
able to neither support the ALADMK with 
conviction nor oppose it with sufficient 
earnestness of purpose. 

Even in the remaining states which 
either have a negligible Congress presence 
or which are Insignificant’ from the point 
of view of national politics the party is 
stricken with infighting. In Goa, deputy 
chief minister William D’Souza is tireless¬ 
ly in pursuit of chief minister Ravi Naik. 
In Arunachal Pradesh, chief minister 
Gegon Apang has been enterprising 
enough to win over all opposition ML As 
save one so that he is enabled to browbeat 
dissidents. In Tripura the replacement of 
Majumdar by Barman as chief minister 
has not quelled intra-party differences. 

But what is most worrying for the Con¬ 
gress are the developments in the Hindi 
heartland. The party organisations here 
are at their most derelict but that has in 
no way diluted the level of factional 
unrest. The union home minister has 
virtually split the Bihar unit with the 
Chhotanagpur-Santhal Parganas Regional 
Congress(l) Committee refusing to be 
guided by the PCC(I). This only adds to 
the earlier struggle involving the Jagan- 
nath Mishra and Sitaram Kesri-Thriq 
Anwar and more recently Baghwat Jha 
Azad. In Uttar Pradesh the situation is far 
worse with the state unit being carved up 
between different caste lobbies under the 
likes of Mahavir Prasad, the now resus¬ 
citated N D Tiwari and so on. In Madhya 
Pradesh despite Arjun Singh’s exertions 
the fight against the BJP refuses to take 
ofT since there are' other contenders for 
leadership. 

In these circumstances it would indeed 
be surprising if the high command musters 
sufficient courage to call the much pro¬ 
mised but elusive ‘Narora type* conven¬ 
tion. Introspective and deliberative pro¬ 
ceedings can under conditions of internal 
disorder yield nothing worthwhile. In the 
event it is not unnatural that the venue 
announced by the party, Panchmarhi in 
Madhya Pradesh, should itself have 
become caught up in anti-Arjun Singh 
politics. The meeting that was scheduled 
vaguely for the middle of September did 
not materialise but the venue was pointed¬ 
ly shifted from Panchmarhi to some other 
as yet unannounced location. 


HUMAN RIGHTS 

The Real Check 

THE union government’s conference on 
human rights in India, immediately 
preceded by the inhuman treatment meted 
out to Bangladeshi immigrants and 
followed by an invitation to the Amnesty 
International (Al), has so far produced 
only another tangible result, namely, the 
setting up of an high-level panel consisting 
of union ministers and state chief 
ministers to study the relevant issues. That 
is, if we leave aside the copious outpour¬ 
ings on the newly-discovered virtues of the 
observance of human rights. In other 
words, violations of human rights in the 
country continue as merrily as before— 
whether in combating the so-called 
militants and Naxalites, or in the resort 
to third degree methods in police custody 
or with regard to the ill-treaime'.i and 
molestation of women, or the usual 
humiliation of and violence against the 
dalits and adivasis Hardly surprising, as 
the prime minister and the chief ministers, 
assembled in New Delhi, were not really 
so much perturbed by the actual human 
rights situation as by the fact that “the 
issue of human rights was being used by 
the separatist and militant groups to 
launch their propaganda against the 
security forces”. I he prime minister, for 
his part, spell oui his worries about the 
hullabaloo abroad about the reports of 
human rights infringements in India. In 
their preoccupation with these weighty 
concerns, the dignitaries failed to devise 


a simple expedient like the immediate 
issuance of an ordinance providing for 
exemplary punishment for the crimes of' 
violation of human rights. 

If some of the speeches in the con¬ 
ference leads to the suspicion that some 
of the speakers were playing to foreign 
galleries, the prompt invitation to the AI 
has led to its confirmation. This, however, 
is not a bad thing in itself. In the ‘globalis¬ 
ed’ world of today, something good for 
the people may sometimes emerge from 
external stimuli. But official initiatives by 
themselves do not improve matters 
necessarily or substantially. The Philip¬ 
pines example in the sphere of human 
rights is a case in point. After ‘People 
Power’ had catapulted Corazon Aquino 
into the Malcanang Palace, she had set up 
a human rights commission. In a speech 
on the 40th anniversary of the Interna¬ 
tional Human Rights Day, she had 
declared that “human rights violation will 
never become a pattern and policy of the 
government". But the latest AI report on 
the Philippines titled The Killing Goes On 
says that between 1988 and 1991 more 
than 550 persons have been victims of 
political killings by government or 
government-backed forces. Some of those 
killed had been tortured and mutilated 
Whole families, including infants and the 
very elderly, have been massacred. Women 
have been raped before being stabbed to 
death. 

All this does not necessarily mean that 
P V Narasimha Rao’s latest initiative has 
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io be spurned. Far from ii, it does offer 
some new space to fighters for human 
rights to carry on their struggle which is, 
in the last analysis, the real check. 

SRI LANKA 

No End in Sight 

PRESIDENT Premadasa's imminent visit 
to India in his capacity as the SAARC 
chairperson, his first in the four years 
since he took office as president, comes 
at a time when neither country is keen on 
engaging in in-depth talks on bilateral 
issues. For the Narasimha Rao govern¬ 
ment the less that is said about the LTTE 
the better and for Premadasa such a move 
carries a political risk in that it may be 
construed as a softening of his cultivated 
stand against foreign interference, especial¬ 
ly India’s, in Sri Lanka's internal affairs. 
Moreover, the increasing stale repression 
in Sri Lanka has brought several voices of 
protest which in turn have generated a 
fresh debate on the relevance of foreign 
interference in regard to highlighting 
human rights violations in the country. 
While the government and the state- 
owned media have, not surprisingly, con¬ 
demned it, several human rights organisa¬ 
tions in the country have been critical of 
the increasing powers being vested with 
the military and the police. This is being 
done on the pretext that the situation in 
the country, both in the north-east and in 
(he south, demands such measures. In fact 
the human rights task force appointed by 
the government itself has criticised the 
emergency laws which allow for long 
detentions, etc. The civil rights movement 
in Sri Lanka has pointed out that the 
government has not even bothered to 
publish information about the emergency 
regulations which are periodically being 
made after August 1989 when the first 19 
regulations were notified. 

Certainly the military in the north-east 
has suffered large casualties and, despite 
all reports of its periodic successes, has 
hardly made much progress. Equally it has 
also been responsible for brutal attacks on 
villagers, as for instance the now revealed 
August 9 attack on a Tamil village where 
more than 35 villagers were hacked to 
death. It may be recalled that just one day 
before this the entire northern command 
leadership of the Sri Lankan military 
forces had been wiped out in an LTTE- 
caused landmine explosion. 

The LTTE is continuing its own brand 
of repression, which has also come in for 
growing criticism from human rights 
groups. For instance, the feminist poet and 
activist Selvanithy, who has won the 1992 
Freedom to Write PEN award, has been 
held prisoner for more than a year by the 
LTTE for decrying the war in the north¬ 
east. In late August the military damped 
a curfew on Jaffna peninsula and began 


yet another series of attacks only to once 
again withdraw, reportedly for recouping 
its losses. 

In tlje meanwhile talks have been going 
on for some time between the non-LTTE 
Tamil groups and the Sri Lanka Muslim 
Congress (SLMC) on power-sharing in a 
proposed permanently merged north-east 
province The slow-moving talks have 
finally yielded a detailed counter-proposal 
by the SLMC late last month which en- 


D P Sharma 

THE stock market's overall performance 
suggests that it is now well set to regain 
the ground lost during the biggest-ever 
landslide when it was precariously perched 
at the peak it had scaled about the begin¬ 
ning of April, dragging the BSE sensitive 
index from its all-time high of 4546.3 
(April 2) to 2529.6 (August 6). It has not 
only recovered fully from the deep injuries 
it had received during the nasty fall but 
it has also overcome the debilitating ef¬ 
fect of the multi-crore scam involving 
quite a few big stockbrokers of high repute 
which raised the ticklish issue of ‘tainted’ 
shares causing serious disruption of normal 
activity in the market. 

The August low has been left way 
behind. By about the middle of Septem¬ 
ber, the market had regained nearly two- 
fifths of the ground lost during the stag¬ 
gering fall. The BSE sensitive index moved 
up from 2529.6 to 3410.4 (up 34.8 per 
cent), retracing 43.6 per cent of the 
preceding decline. The BSE national in¬ 
dex rose from 1152.1 to 1516.6 (up 31.6 per 


visages a bicameral north-east regional 
council with provincial councils for Dunil, 
Sinhala and Muslim areas in the region. 
Yet another set of dehberations-are being 
conducted by the 45-member parliament¬ 
ary select committee appointed last year. 
While it may be important for all concern¬ 
ed to keep such deliberations going, it is 
obvious that without the LTTE’s parti¬ 
cipation or blessings no moves can be 
made in the north-east. 


cent), recouping 40.6 per cent of the loss 
suffered earlier. (For the movements of the 
various indices compiled by the Financial 
Express and the Economic Times see the 
accompanying table.) 

The market has staged a modest retreat 
from its September highs but it is worth 
noting that the BSE indices are still where 
they stood in the last week of May. While 
the retreat is in the nature of a minor cor¬ 
rection of the preceding sharp upswing, 
market analysts could scarcely be faulted 
if they were to take the view that the rally 
from the August lows has begun to peter 
out and how the reactionary trend unfolds 
itself is crucial for a proper assessment of 
the market’s underlying trend. 

The odds, however, appear to be over¬ 
whelmingly in favour of the market push¬ 
ing ahead towards the peaks established 
earlier. While the market is well ac¬ 
quainted with the terrain it will be pass¬ 
ing through, dimbing to higher altitudes 
might not be all that easy this time. The 
market will need a regular supply of 


Table: Movements in Equity Price Indices 



1992 

High 

(April) 

August 

Low 

Sub¬ 

sequent 

Rally 

High 

Percen¬ 
tage Fall 
from 
April 
High to 
Low 

Percen¬ 
tage Rise 
from 
August 
Low 

Percen¬ 
tage 
Retrace¬ 
ment of 
the Fall 
from 
April 
High 

BSE indices 

Sensitive 

4J46.3 

2529.6 

3410.4 

44.3 

34.8 

43.6 

National 

2049.0 

1132.1 

1516.6 

43.8 

31.6 

40.6 

Financial Express indices 

Bombay 

3801.6 

2257.3 

2892.9 

40.6 % 

28.2 

41.2 

All-India 

3284.8 

1884.8 

2416.3 

42.6 

28.2 

38.0 

Economic Times indices 

Bombay 

2199.1 

1304.0 

1706.4 

40.7 

30.8 

45.0 

Calcutta 

1524.7 

944.9 

1143.7 

38.0 

21.0 

34.3 

Delhi 

1134.3 

626.3 

795.0 

45.7 

26.9 

31.9 

Madras 

2054.9 

1573.2 

1790.9 

23.3 

13.7 

45.0 

Ahmedabad 

1222.1 

563.4 

711.3 

53.9 

262 

22.5 

All-India 

1906.8 

1100.8 

1353.6 

42.3 

23.1 

31.6 


THE MARKETS _ 

Waiting for Bullish Fuel 


bullish fad to keep it moving ahead/ 

Contrary to the popular notion pre¬ 
valent in academic and official quarters 
that the stock market’s bullish mania has 
beenphased on the manipulative skills of 
some resourceful speculators, the market 
is deriving its strength essentially from the 
massive inflow of investible funds seeking 
deployment in the equity market. This is 
amply borne out by the continuing remar¬ 
kable buoyancy in the primary market. 
Never before has so much capital been 
raised from the market as during the first 
six months of the current fiscal year 
(April-September)— R$ 3,928.9 crore, 
which is over four times the amount rais¬ 
ed in the same period last year (Rs 861.9 
crore). 

The Reserve Bank of India has pro¬ 
jected total capital expenditure by the 
private corporate sector during 1992-93 at 
Rs 22,443 crore which is 14.9 per cent 
higher than the previous year’s figure of 
Rs 19,537 crore. The way the private cor¬ 
porate sector has been pushing ahead with 
massive expansion and diversification 
plans is a good measure of its optimistic 
assessment of the not-too-distant econo¬ 
mic prospect in the wake of the Rao 
government’s economic reforms under the 
liberalisation regime. 

Economic reforms already initiated by 
the government have earned rich kudos 
from the IMF managing director who 
“looks forward to India becoming a 
tiger". Improvement in all sectors of the 
economy is considered imminent if the 
government continues to pursue its .res¬ 
tructuring programme and liberalisation 
drive. Both the prime minister and the 
finance minister have made umpteen pro¬ 
nouncements about the government's firm 
determination to push ahead with the 
economic reform process. Manmohan 
Singh indicated the other day that the 
World Bank and other multilateral agen¬ 
cies appeared willing to meet India's ad¬ 
ditional foreign exchange requirements of 
$ 9 billion over the next three years if the 
country stuck to its structural adjustment 
programme. 

Under the recently announced guide¬ 
lines, foreign institutional investors have 
been allowed to invest in the primary and 
seconday market without any limit. In a 
major step to simplify procedures for 
foreign investment the government has set 
up an empowered committee to consider 
and approve foreign investment proposals 
involving a total investment of up to 
Rs 300 crore. 

While perceptions about the flow of in¬ 
vestible funds from abroad are bound to 
vary, depending partly on the time-frame 
one has in mind ahd partly on foreign i 
investors’ assessment of the opportunity 
India offers, the stock market's optimism 



about substantial inflow of foreign invest¬ 
ment in due'course is unlikely to prove 
misplaced. In view of the fairly good 
monsoon, decline in the rate of inflation 
and the improved foreign exchange and 
budgetary positions, the business com¬ 
munity can hopefully look forward to 
reduction in corporate tax and import 
duties, lowering of interest mte and a fur¬ 
ther move towards so-called full converti¬ 
bility of the rupee. 

No matter how carefully prepared, the 
balance-sheet of all the factors relevant 
from the market angle <$n always be inter¬ 
preted by bulls and bears to support their 
differing stands. In retrospect, even the 
most plausible explanations for the rise 
or fall in equity prices appear quite 
hollow. This is particularly true in the case 
of minor trends. In this context it is well 
worth mentioning how economic pundits 
who had been questioning the upward 
trend in equity prices right since about the 
middle of 1990 have proved utterly wrong. 
Despite the staggeting fall from the April 
peak the BSE sensitive index never touch¬ 
ed the 2400 mark which had earlier pro¬ 
mpted the SEB1 chief to plead with the 
government tor corrective action to con¬ 
tain the rising trend in equity prices. 

Much has been said of late about taking 
appropriate steps to discipline speculative 
elements to ensure that equity prices 
reflect the fundamentals in the economy, 
particularly the corporate performance. It 
is one thing to contain speculative act is ity 


within manageable limits lest it endangers 
the solvency and liquidity of the market, 
* But to sit in judgment over the market’s 
collective assessment of fundamentals is 
a very different matte;, raising many sub¬ 
tle and ticklish issues. Experience shows 
that while speculation is prone to occa¬ 
sional excesses, the market has a reasona¬ 
bly dependable self-adjusting mechanism 
to correct enors of optimism and 
pessimism. 

The stock market is being geared to 
cope with the ever-growing volume of 
business in the secondary as well as' 
primary market. SEBI has already an¬ 
nounced a scries ol measures aimed at im¬ 
proving the functioning and accountabili¬ 
ty of various financial intermediaries. 
Steps are being initiated to streamline the 
procedures and strengthen the organisa¬ 
tional framework of the stock exchanges 
to improve their functional efficiency and 
enhance their credibility among investors. 
The stockbroking community cannot be 
expected to take kindly to measures which 
curtail- their operational freedom. But 
market reforms have acquired a new sense 
of urgency to meet the exacting demands 
of foreign investors whom the govermVient 
is endeavouring hard to woo. The success 
of the procedural reforms, especially those 
relating to quick delivery of shares and 
payment of money, will depend in no 
small measure on the pace of computeri¬ 
sation of stock market transactions in all 
the major stock exchanges. 


SAMEEKSHA TRUST BOOKS 

Selections of Articles from Economic and Political Weekly 
General Editor! Ashols Mltra 

Just Released 

Pauperising Agriculture 

Studies in Agrarian Change and 
Demographic Structure 
by N Krishna)! 

Contents : 

Wages of Agricultural Labour—Wheat Price Movements—Interregional 
Disparities in Per Capita Production and Productivity of FOodgrains— 
Agricultural Price Policy and Indian Foodgrain Economy—Demand Con¬ 
straint: Role of Foodgrain Prices and Income Inequality—Agrarian Relations 
and Left Movement in Kerala—Poverty and Fertility: Theory and Evidence— 
Agrarian Structure and Family Formation—Family Size, Levels of Living and 
Differential Mortality: Some Paradoxes—Poverty and Sex Ratio: Data and 
Speculations—Land and Labour: Demographic Factor—Population and 
Agricultural Growth: Interregional Variations 
pp viii ♦ 259 Rs 240 

Available Jrom 

OXFORD UNIVERSITY PRESS 

~ Bombay Delhi Calcutta Madras___ 


... 

•w- -. J 






AA,- • 

: Vi'fv 


2013 



STATISTICS 


75 -^ 


Variation (pet cent) 


Index Numbers of Wholesale Prices 

Latest 

Over 

Over 

Over 





(1981-82 » 100) 

Weight 

Week 

Last 

Last 

March 

In 

in 

In 

In 



12-9-92 

Month 

Year 

1992 

91-92* ** * 

90-91 

89-90 

88-89 

All Commodities 

100.0 

226.2 

-0.4 

7.4 

3.9 

13.6 

10.3 

7.5 

7.5 

Primary Articles 

32.3 

236.5 

-1.5 

6.2 

4.9 

182 

13.0 

22 

4.9 

Food Articles 

17.4 

273.8 

-1.6 

10.4 

7.5 

20.2 

11.8 

12 

9.9 

Non-food Articles 

10.1 

229.7 

-2.2 

-0.3 

0.9 

182 

17.0 

3.6 

-1.7 

Fuel, Power, Light and Lubricants 

10.7 

214.1 

— 

7.9 

0.3 

132 

12.3 

3.6 

5.6 

Manufactured Products 

57.0 

222.7 

0.3 

8.1 

3.9 

112 

8.4 

11.3 

9.4 






Variation (per cent) 



Cost of Living Index 


Latest 

Over 

Over 

Over 



• 



Base 

Month 

Last 

Last 

March 

in 

In 

In 

In 



1992 

Month 

Year 

1991 

1991-92 

1990-91 

89-90 

88-89 

Industrial Wo.kers 

1982 - 100 

242* 

— 

15.2 

5.7 

13.5 

112 

6.3 

9.1 

Urban Non-Manual Employees 1984-85 = 100 

195 * 

1.0 

14.0 

1.6 

13.5 

11.0 

6.9 

8.2 

Agricultural Labourers 

July 60 to 

1114* 

2.2 

19.0 

6.5 

19.3 

7.5 

32 

11.4 

June 61 = 100 














Variation (per cent in brackets) 



Money and Banking 


Latest 

Over 

Over 

Over 







Week 

Last 

Last 

March 31, 

In 

In 

In 

In 



(7-8-92) 

Month 

Year 

1992 

91-92 

90-91 

89-90 

88-89 

Money Supply (Mj) 

Rs crore 

3,38.796 

1,126 

58,656 

23,712 

49,560 

36242 

37,866 

30,877 




(0.3) 

(20.9) 

(7-5) 

(18.5) 

(15.7) 

(19.6) 

(19.0) 

Net Bank Credit to Government Sector 

Rs crore 

1,70.522 

10 

16,204 

12,228 

24,589 

21,477 

19,631 

12,771 

Bank Credit to Commercial Sector. 

Rs crore 

1,99,945 

223 

29,187 

8,880 

24,173 

14,832 

23,184 

21,686 

Net Foreign Exch Assets of Banking Sector Rs crore 

20.409 

-630 

11.727 

882 

10,098 

1,519 

85 

1,033 

Deposits of Scheduled Commercial Banks Rs crore 

2,46,441 

3,575 

43,021 

15.683 

37.916 

25,583 

26,809 

22,105 




(1.5) 

(21.1) 

(6.8) 

(14.7) 

(15.3) 

(19.1) 

• (18.7) 

Foreign Exchange Assets 

Rs crore 

16,535 

-1,122 

13,296 

|,Ofi 

) on 

1,710 

-600 

-830 




(-6.4) 

(410.5) 

(13.4) 

(225.5; 

(- 30.0) 

(-9.5) 

(-11-6) 

Index Numbers of Industrial 

Weight 

Latest 








Production 


Month 

Averages for 


Variation (per cent) 


(1980-81 = 100) 


(June 92) 



In 

In 

In 

In 

In 




1992-93 

1991-92 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

General Index 

100.0 

202.2 

203.1 

196.1 

0.1 

8.4 

8.6 

8.7 

7.3 

Mining and Quarrying 

11.5 

220.8 

214.3 

203.1 

0.8 

4.5 

6.3 

7.9 

3.8 

Manufacturing 

77.1 

192.9 

193.5 

188.2 

-1.4 

9.1 

8.6 

8.7 

7.9 

Electricity 

11.4 

246.1 

257.2 

242 5 

8.3 

7.8 

10.8 

9.5 

7.7 

Basic Industries 

39.4 

NA 

NA 

NA 

4.3 

5.4 

9.9 

5.6 

92 

Capital Goods Industries 

16.4 

NA 

NA 

NA 

21.9 

22.4 

7.0 

15.9 

18.2 

Intermediate Goods Industries 

20.5 

NA 

NA 

NA 

5.6 

4.3 

11.5 

4.8 

4.4 

Consumer Goods Industries 

23.6 

NA 

NA 

NA 

NA 

6.3 

4.2 

6.5 

7.1 

Durable Goods 

2.6 

NA 

NA 

NA 

10.9 

1.7 

12.0 

7.8 

18.9 

Non-Durable Goods 

21.0 

NA 

NA 

NA 

5.2 

7.5 

2.5 

6.2 

4.9 

Foreign Trade 

Unit 

Latest 

Cumulat 

ive for* 








Month 



In 

In 

In 

In 

In 



(July 92) 

1992-93 

1991-92 

1991-92 

1990-91 

1989-90 

1988-89 

1987-88 

Export 

Rs crore 

3,971 

15,562 

11,576 

43.978 

32,553 

27,681 

2P232 

15474 






(35.1) 

(17.6) 

(36.8) 

(29.1) 

(25.9) 

Import 

Rs crore 

5,577 

21,635 

13,249 

47.813 

43,193 

35,416 

28235 

22244 






(10.7) 

(22.0) 

(25.4) 

(26.9) 

(10.7) 

Balance of Dade 

Rs crore 

-1,606 

-6.073 

1,673 

-3,835 

-10,640 

-7,735 

-8,003 

-6.570 

Employment Exchange Statistics 

Unit 

Latest 

Cumulative for* 








Month 



Jn 

In 

In 

In 

In 



Match 92 

1992 

1991 

1991 

1990 

1989 

1988 

1987 

Number of Applicants on Live Register 










as at end of Period 

Thousand 

36,552 

36,552 

34.890 

36,300 

32.776 

30,050 

30447 

30.131 

Number of Registrations 

Thousand 

369 

1,254 

1,413 

6,258 

6,576 

5,963 

5,465 

3435 

Number of Vacancies Notified 

Thousand 

38 

105 

114 

460 

600 

543 

621 

623 

Number of Placements 

Thousand 

26 

67 

62 

254 

289 

329 

360 

351 

Income 

Unit 

1990-91 

1989-90 

1988-89 

1987-88 

1986-87 

1963-86" 

1984-85 

1983-84 

Gross Domestic Product (current prices) 

Rs crore 

4,72,599 

4,01,569 

3,51,724 

2,94266 

2,59,055 

2,33,476, 

2.08477 

1,868,723 

Gross Domestic Product (1980-81 prices) 

Rs crore 

2,10,477 

1.99,329 

1.87,725 

1,70,041 

1.62,711 

I.S6.600 

1,50,469 

1.44465 

Per Capita Income (1980-81 prices) 

Rupees 

2227 

2,148 

2,078 

1,903 

1,866 

1442 

I4H 

1,787 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. + Upto latest month for which data are available. NA- Not available. 

+ + Provisional data. 0 Quick estimates. 

Notes: (I) Superscript numeral denotes month to which figure relates, e g, superscript 1 indicates that the'figure is far January and so on. 
(2) Figures in brackets denote percentage variation over previous period. 






COMPANIES 


A Hush-Hush Affair Again 

Jairaj Kapadia 

THE second round of divestment of Press criticism apart, the Securities and 
public sector shareholdings for this year Exchange Board of India also was dis- 
by the government is not to be by auction, satisfied with further divestment of public 
after all, but by tender system as was the sector undertakings by the tender system, 
case in the first round last year. This has The SEBI besides was of the opinion that 
been announced in a notification issued for better returns to the undertakings the 
by the department of public enterprises second round of divestment could await 
on September 21 for disinvestment of 5 the entry of foreign institutional investors, 
per cent of the shares in eight public sec- after the guidelines for them to invest 
tor companies in which a like amount was funds in the country's capital market were 
divested also in the last year. And though announced by the government on Sep- 
the notification attracted immediate tember 14. SEBI believed foreign institu- 
adverse reaction in the press because of lions could be mopping up public sector 
the continuation of the tender system of undertakings’ shares and the undertak- 
divestment, the only change made since ings, in turn, earning foreign exchange on 
the notification was issued is that of an divestment. 

extension of the notified date for the But let foreign institutions alone, the 
opening of tenders from October 6 to Indian public is also to be denied the op- 
October 14. portunity of buying the PSU shares first 

The Week's Companies (Rs lakh) 


l-arsei^A Prestige Pnyadarshini Spg 

Toubro Foods Mills 


Financial Indicators 

March 

March 

March 

March 

March 

March 


1992 

1991 

1992 

1991 

1992 

1991 

Income /expenses/profits 

Net sales 

160160 

138090 

10979 

7681 

4806 

3749 

Other income 

2161 

3386 

484 

408 

363 

284 

Raw materials consumed 

48277 

48591 

8461 

6442 

2977 

2264 

Power and fuel 

8845 

7565 

207 

180 

3.35 

272 

Other manufacturing expenses 

14115 

10522 

66 

46 

1.39 

96 

Labour cost 

15445 

14025 

74 

54 

356 

291 

Other expenses 

61794 

50331 

1623 

687 

601 

275 

Operating profits 

28 3 48 

23375 

971 

627 

760 

834 

Interest charges 

7320 

8649 

259 

150 

325 

266 

Gross profits 

21028 

14726 

662 

477 

435 

568 

Depreciation 

6857 

5978 

82 

KXI 

206 

195 

Profits before tax 

14171 

8748 

580 

377 

229 

373 

Thx provision 

1420 

1081 

55 

6 

15 

— 

Profits after tax 

12751 

7667 

525 

371 

214 

373 

Dividends 

3122 

2245 

76 

68 

60 

60 

LiobilDies/assets 

Paid up capital 

12961 

7542 

378 

378 

400 

400 

Reserves and surplus 

74709 

44829 

1003 

565 

597 

443 

Long term loans 

38935 

50507 

415 

413 

10 

8 

Short term loans 

16657 

15219 

779 

766 

360 

18 

Other liabilities 

59930 

51004 

987 

636 

2971 

322 

Gross fixed assets 

114175 

101352 

1215 

1074 

3305 

2320 

Accumulated depreciation 

42151 

5579 

401 

304 

1290 

1084 

Inventories 

54930 

46738 

1031 

1005 

899 

937 

Of which finished goods 

11689 

9588 

532 

718 

508 

448 

Receivables 

32251 

270% 

1024 

570 

576 

598 

Loans and advances 

21414 

15175 

596 

286 

307 

239 

Cash and bank balances 

6195 

4098 

81 

115 

2245 

99 

Investments 

14748 

8235 

8 

4 

— 

— 

Other assets 

1630 

1986 

7 

8 

1 

3 

Total liabilities Assets 

Key financial ratios 

198122 

169101 

3562 

2759 

6044 

3112 

Ibrnover ratio 

0.81 

0.82 

3.08 

2.78 

0.79 

1.20 

Return on safes (kb) 

13.13 

10.66 

6.03 

6.21 

9.05 

15.15 

Return on investment (kb) 

10.61 

8.71 

18.58 

17.29 

7.20 

18.25 

Return on equity (kb) 

15.84 

17.11 

38.01 

39.34 

21.46 

44.25 

Earning per share 

Dividend (kb) 

9.84 

35 

10.17 

30 

13.89 

20 

9.81 

18 

5.35 

15 

9.33 

15 

Rook value per share (Rs) 

62.12 

59.43 

456.58 

293.33 

24,93 

21.08 

uunent market price 

257.50 


97.50 

— 

45 

, - 

R/E ratio 

26.17 

— 

7.02 

— 

8.41 

— 


hand and the undertakings the chance of 
realising more money as was possible to 
raise by auctioning the shares. An auction 
beginning with a reserve price can fetch 
any amount above it which is likely to be 
far more than the reserve price thanks to 
bidding and counter-bidding in auction. 
Such is not the case in sale by tender. 

Divestment for the second round was 
to be by aucuon and not by tender, ac¬ 
cording to the initial indications. But that 
is not to be the case now. Sale by tender 
again is to be in favour of mutual funds 
and financial institutions, a$ in the first 
round of divestment last year. 

Speaking at the Bharat Chamber of 
Commerce in Calcutta on August 25, Unit 
Trust of India's chairman, S A Dave, refer¬ 
red to divestment of public sector shares 
in the context of increasing liquidity in 
the secondary market. So that supply of 
scrips stands augmented on the stock ex¬ 
changes, he observed that investment and 
development institutions should not be 
holding on to large chunks, of PSUs’ 
equity, as they are divested by the govern¬ 
ment, like (hey have been prone to do in 
the case of equity shares of private sector 
companies. He qualified the observation 
with the remark that in case the second 
round of divestment was to be made by 
the government directly to the public, the 
UTI would be ready to play the role of 
underwriter to the issues. 

But that rider is not necessary now that 
the second round of divestment is to be 
made in favour of institutions like the UTI 
and mutual funds of public sector banks. 
Quite likely, as chairman of UTI, Dave 
knew that was coming, since in the first 
round his institution was the principal in¬ 
vestor in PSU shares. Significantly, those 
investments made only last year have 
substantially boosted the net asset values 
(NAVs) of the UTI’s different! schemes. ’ 
More importantly, the UTI's listed scrips, 
namely, Mastershare, Mastershare Plus, 
UTI 2000 and UTI 5Q00, are now quoted 
on the market much in excess of their 
declared NAVs. 

♦ • • 

LARSEN AND TOUBRO 

Expansion Plans 

At the annual general meeting which 
was held on September 18, S S Marathe, 
(he director presiding, declared that L and 
T is to embark on capital expenditure of 
Rs 1,500 crore oyer the next three years to 
be geared for a turnover of Rs 3,500 crore 
in 1994-9^ The company has set a target 
of Rs 10,000 crore for the year 2000. Such 
projections for the short-run dwarf even 
the much improved results of the com- 
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pany lor me yeai 1991-92. 

The figuies of return on equity and ear¬ 
nings per share have worked out lower due 
to allotment made of 5,51,26,430 equity 
shares effective January 1, 1992, on first 
conversion of Scries IV debentures of an 
aggregate amount of Rs 613.27 crore of 
which Rs 291.27 crore was converted into 
equity. With that conversion, the paid-up 
share capital increased from Rs 75.42 
crore to Rs 129.61 crore and so also the 
share premium account forming part of 
reserves from Rs 110.18 crore to Rs 342.05 
crore. The dividend pay-out has increased 
also with the rate of dividend raised (tom 
Rs 3 to Rs 3.50 per share and declared pro 
rata (Re 0.875 per share) on shares allot¬ 
ted on first conversion of debentures. 

Since the close ol the year a further 
2,18,58,736 shares were allotted on April 1, 
1992, on second conversion of the deben¬ 
tures, increasing the share capital further 
to Rs 151.47 crore. On the first conversion, 
two shares were credited as fully paid up, 
and on the second conversion one share, 
for each debenture on which application 
and allotment money were received. TVvo 
shares further will be issued on the third 
and final conversion of the debentures to 
take place within three months from the 
date fixed by the board of directors for 
payment of second and final call. The 
premium on equity for conversion to be 
fixed by the Controller of Capital Issues 
in terms of the debenture issue is not to 
exceed Rs 55 per share. But if the premium 
is fixed at less than Rs 55 per share, 
the balance amount of debentures will be 
refunded by the company to the debenture- 
holders. 

Series IV L and T debentures issue, as 
one recalls, had attracted considerable 
flak with even questions raised subse¬ 
quently by those appointed in manage¬ 
ment of the company whether it was 
necessary for L and T to have made that 
issue, while in its wake bids were made 
for control of the company at first by 
Reliance management and thereafter by 
the financial institutions on the strength 
of their large stake in L and T which final¬ 
ly were resolved with H Hoick Larsen, 
who had founded the company over four 
decades ago, returning from his retirement 
and taking up the position of chairman 
emeritus, and (J V Rao, a man from 
within and having served L and T for a 
long time, appointed managing director 
and chief executive of the company. While 
all that is now past, Marathe presiding at 
the AGM held on September 18 declared 
as he disclosed L and T’s plans of fresh 
capital investment that the Series IV 
debentures would constitute one of the 
sources for the proposed investment of 
Rs 1,500 crore over the next three years 
with internal accruals, institutional loans 
and a possible rights issue So, despite the 



controversy that was attached to it, the 
debenture issue has stood the company in 
good stead. 

Non-cumulative debentures aggregating 
Rs 66.7$ crore and the first instalment of 
cumulative debentures aggregating Rs 3.45 
crore out of the 15 per cent non-converti¬ 
ble debentures of Rs 100 each issued in 
1985 fell due for redemption on May 23, 
1992. The company has taken the neces¬ 
sary steps for redeeming the debentures. 
Additions to the gross block account dur¬ 
ing the year amounted to Rs 125.50 crore. 
The expansion plans proposed are to cover 
the areas of cement, alumina and shipp¬ 
ing. The company is actively considering 
setting up at Kalahandi in Orissa a one 
million tonne alumina project at a cost of 
Rs 2,300crore Investment of Rs 900 crore 
is envisaged in cement as the work at the 
cement plant at Hirmi in Madhya Pradesh 
and in a cement grinding unit in Orissa 
is in progress, with the grinding unit ex¬ 
pected to start operations by March 1993 
and the Hirmi project to commence pro¬ 
duction in early 1994. Work has started 
also at a cement planuin Gujarat. An 
MolJ has been signed with Holderbank 
of Switzerland to form a joint venture 
company for the manufacture of cement 
and allied products like ready-mix con¬ 
crete. L and T-Niro is proposed to be 
established as a separate company with a 
tie-up arrangement negotiated with Niro 
AS, Denmark, in the field of powder and 
liquid processing technology. Operations 
in shipping have been augmented with the 
acquisition of one second-hand 37,500 
DWT bulk carrier at a cost of Rs 46 crore. 

Finally, for the first five-month period 
of the current financial year sales turnover 
has grossed Rs 636 crore as against Rs 551 
crore during the same period in 1991-92, 
while the order book position has swell¬ 
ed from Rs 770 crore to Rs 1,405 crore, 
including Rs 373 crore order for four oil 
well platforms from the ONGC. Institu¬ 
tional shareholdings as on September 16 
amounted to 36.7 per cent of the paid-up 


capital, white mutual funds and bfcihEsic- 
counted for 4.1 per cent of the tout, cor¬ 
porate bodies for 9.5 per cent and the 
public for 49.7 per cent. 

PRESTIGE FOODS 

Forward Integration 

Prestige Foods’ improved results are 
despite the soyabean crop during 1991-92 
falling short at 22 lakh tonnes against an 
estimate of 28 lakh tonnes and the short¬ 
fall affecting availability at even higher 
prices. With increased soyabean acreage 
and improved farming practices and 
helped by favourable and adequate rains, 
the crop this year is expected to be high 
at 30 lakh tonnes. The larger crop will 
enhance Prestige Foods’ working and 
results with export of soyabean meal and 
the firm trend obtaining in its prices in the 
international markets. 

Talking of export, the chairman and 
managing director, N N Jain, observed at 
the annual general meeting of the com¬ 
pany held on August 27 that “Prestige 
soyabean meal has earned a respectable 
position in the world market .because of 
it- rr-h?n» quality with high protein con¬ 
tents achieved by incorporating the latest 
technology similar to the USA, Brazil and 
Belgium, which are recognised market 
leaders”. While the company has no fears 
from international competitors, as Jain 
said in his speech at the AGM, it has 
penetrated newer markets and now its pro¬ 
ducts are selling at a premium with ex¬ 
ports made directly to actual users elimi¬ 
nating brokers and intermediates. 

Exports registered a spectacular 99.71 
per cent increase from Rs 2,763 lakh to 
Rs 5,518 lakh during 1991-92, with the 
rupee's devaluation increasing the realisa¬ 
tion in rupee terms. With timely procure¬ 
ment of raw material and adoption of the 
expander-extruder technology, which 
enabled processing of rapeseed and other 
major oilseeds directly, the company pro- 
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A bright prospect 
for Ashob Fashions 


Public Issue of 24,40,000 Equity Shares of 
Rs. 10/- Each For Cash Ai Par Aggregating To 
Rs. 244 Lacs. 

Ashob Fashions Limited is an established textile processing 
house and a proiil mabintj Company of Ihe Ashob Group 
A Company whose fabrics find favour in ihe marbel 

Now beeping in view ihe rising demand for its products, ihe 
Company is implementing an ambitious modernisation 
plan which will further widen its horizons 

HIGHLIGHTS 

* Exist tng profit-mating Company belonging to diversified 
ASHOK GROUP Ik ing a ek >sely held company. no dividend 
declared so far 

* Modernisation plan for manufaclunrig high quality high value 
fashion fabrics 

* Promoters having experience in Textile Industry 

* Locational advantage on account ol plant being located at 
Ahmedabad. Ihe Textile City of Ihe G >unlry 

* Export potenlial 
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FASHIONS LIMITED 

Regd Office - 26. Theatre Rood. Calcutta 700 017. India 
Tel 033-472020 

Plant. 250. Rantpur. Narol. Ahmedabad 382 405. India. 
Tel 0272-397165. 397154. 394135. 398165 
Tlx 1216817 AIPL-IN Fax 0272-394214 


* Easy liquidity -Listing at Calcutta. Ahmedabad. Bombay and 
Vadodara Skxb Exchanges 

* Project is expected to be telly operational by November. 92 well 
ahead of proiect itnplemenlallon schedule as per appraisal 

RISK FACTORS 

• The Company operates in a very competitive marbel and demand 
for lb products greatly depends upon Ihe general economic 
condition as well as changing fashions and style of ihe fabrics used 
by ihe buyers Moreover, ihe Company may face competition from 
Ihe existing and new manuiacturers 

• The supply and prices of raw materials Is dependent on Ihe 
Governments policy regarding import/export and ihe fate of 
monsoon Any change in government policies, fluefoaikms in 
exchange rate and fast changing scenario may affect the export 
business of the Company 


Lead Managers To The Issue 
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It is with the greatest reluctance that the ministry of labour has 
been made to disgorge the specifics of the much-heralded 
National Renewal Pohcy. Contrary to the nervous half-promises of 
the prime minister and the finance minister, care would not be 
taken not to reduce the net deployment of labour. The number of 
public sector units to be closed down is still indeterminate, but 
retrenchment of workers will be across-the-board and a minimum 
of 5,00,000 are to lose their jobs. 


ONLY the ones privileged to belong to the 
rarefied Fund-Bank stratosphere have the 
entitlement to be confided with the truth. 
Or perhaps it is’the other way round: the 
Fund-Bank fraternity decides in the first 
place the contours and contents of truth, 
and, hush-hush, the government of India 
is told what orders it has to comply with. 
The householders, the millions and 
millions of those who constitute the na¬ 
tion, are excluded from knowledge of such 
confidential arrangements. They will be 
duly informed when the time arrives. 
Affair^ of the State are to be determined 
by, and discussed only with, outside en¬ 
tities; the commoners should know their 
place. 

It is therefore with the greatest reluc¬ 
tance that the ministry of labour has been 
made to disgorge the specifics of the 
much-heralded National Renewal Policy. 
Contrary to the nervous half-promises 
of the prime minister and the finance 
minister, care would not be taken not to 
reduce the net deployment of labour. The 
number of public sector units to be closed 
down is still indeterminate, but retrench¬ 
ment of workers will be across-the-board, 
affecting practically all public undertak¬ 
ings. As a consequence, a minimum of 
5,00,000 workers are to lose their jobs. 
They presumably are a part of the universe 
made up of men and women who are less 
than 35 years of age. The National 
Renewal Policy will not touch them with 
a barge-pole They are able-bodied, they 
belong to the wrong age-group, they, it is 
assumed, will fend for themselves. That 
is to say, they will register their names in 
the employment exchanges and quietly 
stand in the queue for job opportunities 
opened up by large-scale economic and in¬ 
dustrial expansion should such a thing 
ever occur. And in case no such growth 
eventuates in the system, well, they are 
welcome to join the vast nondescript 
arena of the informal sector. It is a lovely, 
beautiful arena; haziness defines it; the 
nature of the professions and activities it 
enconqiassa is vague, the nature of poten¬ 
tial earnings is equally vague. The at¬ 
tribute which commends this sector to the 


Fund-Bank deities and, therefore to our 
government is that none is held responsi¬ 
ble for it, it is autonomous in the fullest 
classical sense it is almost preter natural 
in its flexings, and what can the authori¬ 
ties do to influence such an extra¬ 
territorial phenomenon? Therein lies 
precisely the beauty of a free market 
hegemony; it is nobody's business in a 
market-friendly milieu to keep tag 
whether Godot arrives or does not, or 
whether, once that fellow arrives, he bails 
out you or me, or does not. 

In any case, the decision-takers have 
now got down to the brass tacks; the 
National Renewal Policy, we now know, 
excludes the cream of our youth. They do 
not qualify for recycling; since they are 
young, they do not need to be re cycled. 
The concentration of the policy is on the 
other categories who will find themselves 
left in the lurch once a huge number of 
public undertakings are dismantled by ad¬ 
ministrative order. Those in the age-group 
of 35 to 59 are proposed to be re trained 
and re-tooled, and the authorities will 
schedule them for alternative employment 
of some sort or other. No details are spell¬ 
ed out in regard to the type of alternative 
slots that are to be offered; nor is any light 
thrown on whether the wage packets, the 
prospects of advance and the retirement 
benefits will remain unimpaired. Beggars 
can have no choices; workers in the age- 
group of 35 to 59 years have to accept 
what is being offered to them, otherwise 
the government will wash its hands off 
from its share of responsibility for their 
resettlement. The so-called golden hand¬ 
shakers intended exclusively for those who 
are 60 years of age or above. Since the 
total kitty earmarked for the handshake 
is still most ill-defined—the amount men¬ 
tioned has ranged from Rs 250 crore to 
Rs 1,250 crore—it is difficult to decide 
how seriously the government’s pro¬ 
nouncements in this respect are to be 
taken. The unstated conditions are likely 
to be many. For instance, the beneficiaries 
may be asked to agree to place their 
takings with an approved mutual fund or 
a similar institution, and partake of the 


- • ' . • ■ «•••*; •*" * .‘W 

benefits of only the dividend or interest < 
earned. The principal sum, in the cue of 
the mutual fund, will, rest assured, heap- 
propriately invested, a private buccaneer 
will gain control of the whole of it and 
make use of this bonanza of extra liquidi¬ 
ty to optimise his own wealth and welfare, 
for does not the theory say that optimis¬ 
ing private welfare is to maximise the com¬ 
munity's welfare? Ybu and 1 must not pick 
any quarrel if the free market philosophy 
also suggests that such optimisation is 
reachable only if such money is invested 
in the stock exchanges. Should you enter¬ 
tain any doubts on this score, you are 
always welcome to check with the whiz 
kids of the Harvard Business School: they 
know that the best is yet to be for 
resurgent capitalism, and a string of new 
stock exchanges can do the trick, provid¬ 
ed they are not starved of funds. The 
money set aside for the National Renewal 
Policy can come in handy at such 
juncture. 

It is yet to be unravelled whether the 
number of public sector units to be 
ordered to close their shutters for ever will 
be twenty-two or one hundred twenty-two, 
or whether some undertakings in the do¬ 
main of the state governments will also 
be fortunate to come under the ambit of 
the magic policy. The grey area continues 
to retain its greyness: the size of the total 
kitty is not known, the number of units 
to be covered is equally uncertain. Be 
reasonable. In such matters, the govern¬ 
ment has to go by established procedures; 
the Board for Industrial and Financial 
Reconstruction will be the final arbiter, it 
will decide which units are to be reprieved 
and which ones to be beheaded. All that 
the nominal authorities in New Delhi will 
admit is that they are under commitment 
to Washington, DC—meaning thereby, to 
the holy trinity of the Fund, the Bank and 
the US administration—that the annual 
budgetary subsidy of Rs 10,000 crore cur¬ 
rently set aside for the public undertak¬ 
ings must be made to do a Houdini. This 
can be most accurately described as an 
exercise in the fine-tuning of accounting 
perceptions. The trinity are not concern¬ 
ed over the twenty or thirty thousand 
crore of rupees siphoned away from the 
banking system by perhaps a bare dozen 
of brokers-racketeers; they are not con¬ 
cerned about the ten thousand crore or 
more of bad debts incurred over the years 
by the banks because the near and dear 
ones of ruling politicians to whom funds 
were advanced refuse to pay up. Sceptics 
will presumably sneer at such bandying 
about of financial statistics; queries will 
be raised on the source of this genre of 
information, since banking legislation 
does not permit the ungorging of such 
secrets, such ungorging supposedly will 
damage beyond repair the delicate rela¬ 
tionship of confidentiality that exists 
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between a bank and its clients. The 
authorities are devout believers in the doc¬ 
trine of heacfe-l-win-tails-you-Iose. They 
will not change the banking laws, they will 
not make a voluntary disclosure either 
regarding the magnitude of money 
favourite-son private tycoons pilfer from 
the nationalised banks every year. A 
reading of the balance-sheets and the pro¬ 
fit and loss accounts however does shed 
light on the extent of erosion of reserve 
funds over the years. Only a minuscule 
fraction of this loss of blood on the part 
of the banks is on account of the mis¬ 
demeanours of the wretched small farmers 
and artisans and the unemployed lout 
who had to be given money under the dif¬ 
ferential interest rate scheme; the bulk of 
the defaulters arc the self-styled big shots, 
those habitual believers in the ideology of 
defaulting. This set can afford to repay the 
banks, they will not do so; they are (heists, 
swearing by the principles of the free 
market system, the accent is on freedom, 
if they can get away by not meeting their 
commitments to the banks, why should 
they do so? The free market lays the 
greatest emphasis on the virtue of explor¬ 
ing to the hilt what the market will bear; 
if the banks will, with a song in their 
heart, put up with the loss of a few thou¬ 
sand crore of rupees under the alibi of 
sticky accounts and bad debts, will not let 
the public know about these debts, will 
not launch any prosecution under the 
Public Recovery Act to punish those who 
are defrauding the country's financial 
system in this manner year after year, why 
should those indulging in the fraudulence 
bother to condescend to experience a stir¬ 
ring of their conscience? 

No, the Indian economy would not go 
irretrievably to the dogs if the subsidy of 
the order of Rs 10,000 crore the public 
enterprises are currently receiving from 
the fiscal budget is not stopped with im¬ 
mediate effect. There are a hundred dif¬ 
ferent ways in which a saving of Rs 10,000 
crore can be effected each year in the 
national exchequer. If the recovery of sup¬ 
posedly bad debts from the tycoons is 
taboo, there are other areas waiting for 
exploration. For example, commissions 
ruling politicians and their cronies skim 
off from various official transactions are 
likely to exceed comfortably this sum of 
Rs 10,000 crore. In a system which reeks 
of corruption from top to bottom, a crore 
of rupees haf emerged as the standard unit 
of currency, and to arrange for ten thou¬ 
sand of such units is child’s play. If 
nonetheless public undertakings have to 
be given matching orders, it is because 
theology ordains this to be done Govern¬ 
mental subsidy is good for US agriculture 
or for the US aircraft industry, it is par¬ 
ticularly good if it happens to be an elec¬ 
tion year in God's own country. What 
however behoves a master race does not 


behove a nation in chains, therefore the 
death sentence on the public sector in 
India will remain uncommuted; public 
disinvestment committees, in which in¬ 
dividuals representing private interests will 
form a natural majority, will continue to 
be, it follows, furiously at work. 

The disinvestment committees, it is ob¬ 
vious, will be unable to get rid of the 
shares of the loss-making units. Even in 
this land where any moronic behaviour is 
immediately acclaimed as an act of the 
highest statesmanship, there will be zero 
takers for units which have not shown 
positive returns; their fate will be deter¬ 
mined according to the guidelines of the 
National Renewal Policy. The difficult 
cases are the profit-making public sector 
units. Their existence is an outrage A 
public sector unit should by definition 
incur losses; dogma is unsettled if it does 
not. A surplus-making enterprise does not 
belong to the public domain; one must 
not put up with a contradiction in terms. 
Therefore, make hurry, disinvest their 
shares, at least up to 49 per cent, and if 
49 per cent comes, can 51 per cent, or even 
one hundred per cent, be far behind? In 
matters concerning the disposal of 
these shares, the government has to be 
scrupulously correct, it has to go by the 
counsel of the high-powered disinvestment 
committee, and what can it do if this com¬ 
mittee advises that public weal will be best 
served if the shares of profit-yielding 
public sector units are sold at less than 
their going market price? Hue, in normal 
circumstances one must respect market 
signals, but public undertakings are a 
special category, they were born in sin, 
ordinary economic laws cannot apply to 
them, their shares are to be unloaded in 
a market-friendly manner, that is to say, 
they arc to be unloaded only to a few 
selected friends in the market. 

What happens to the employees of 
these erstwhile profit-yielding public 
enterprises that are purposely privatised 
does not apparently come under the pur¬ 
view of the National Renewal Policy. Since 
they would cease to belong to the public 
sector, the government, it could be con¬ 
cluded, need not feel responsible for their 
well- or ill-being. The problem lies 
elsewhere. Able-bodied individuals, who 
happen to be less than thirty-five years of 
age and are therefore unceremoniously 
demobbed from public undertakings that 
are closed down, and for whom the 
government decides to disewm all further 
responsibilities, may not choose to go 
silently into the night. Because they are 
young, and had put in only a limited 
number of years in service, they are likely 
to have few savings of their own, and the 
severance benefits they receive will be 
marginal. No golden handshake for them, 
and they will be excluded from training 
and re-location too. In the circumstances, 


group they txlohg, to, hot-lM^neiu 
could tend to afflict them. Five hundred 
thousand determined young men and 
women suddenly thrown to the wolves can 
constitute a powder keg; they pack a lot 
of potential for mischief-making. Their 
waywardness may take kinky directions. 
They may attempt to join up with the 
employees of erstwhile profit-making 
public undertakings that have beeh sold 
off to private racketeers. It is unques¬ 
tionably a new social order, but not every 
one may like to fall in with jt. Especially 
those whose prospects of making an 
honest living are seriously compromised 
by its dispensations may insist to join this 
or that dissident sect. 

It is only possible to speculate on what 
could then happen. Agitations may be 
followed by further agitations. Agitations 
are likely to be increasingly better organis¬ 
ed and, beyond a point, may assume 
violent overtones. A harassed government 
will be called up, for dear life, to deal with 
the situation. A demoralised regime will 
have reason to sink into a deeper state of 
demoralisation. The police, it may be 
quickly decided, arc not up to the job. 
Even for apprehending the lone ranger of 
a Veerappan, the sandalwood hustler, the 
normal forces of law and order are not 
considered to be adequate, and the army- 
has to be called in. With maybe five hun¬ 
dred thousand former employees of 
former public undertakings on the ram¬ 
page in urban concentrations, the need for 
deploying the army will be even more 
acutely felt. On a rough reckoning, around 
15 per cent of our ground troops are 
already in active duty to cope with the 
situation in Jammu and Kashmir, Punjab 
and Assam. Once war is declared on the 
discharged employees of the dismantled 
public sector, a full one-third of our total 
armed personnel will perhaps get sucked 
in in domestic entanglements. The role of 
the defence services will then need to be 
re-defined; its principal responsibility will 
no longer be to cope with external 
enemies, but to put down internal in¬ 
surgencies. That will assuredly give rise to 
tricky possibilities. Some people may raise 
a conscientious objection to paying taxes 
to finance an army establishment which 
sets about to terrorise their unemployed 
offspring. The army's guns may then have 
to be aimed at the direction of these tax- 
dodgers as well. Such a conflation of 
events has been described in the past as 
a civil war. Once a tfitical stage in that 
war is reached, the authorities, or the 
rump of them left in New Delhi, could, 
as a last desperate measure, appeal to the 
US government to send in the marines so 
that this great nation could be saved from 
totalitarian anarchy, To borrow from the 
phraseology of. the Doolittle papa. witT 
that not be loverly? ,, - , . 
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Dual Exchange Rates and India's 
Export Strategy 

Bishnupriya Gupta 

If India’s export drive has been inspired by the success of South 
Korea, then the present set of policies is certainly not the right 
package. 


IN July 1991 the government announced 
far-reaching changes in India's trade 
policy. The speed of reforms was unex¬ 
pected and bewildering. Starting with a 
nominal devaluation of 22 per cent, the 
commerce ministry proceeded to disman¬ 
tle quantitative controls and replace them 
with price-based controls. Exim Scrips 
were introduced as the import-controlling 
device, only to be replaced a few months 
later by partial convertibility of the rupee. 
Convertibility appears to be a misnomer. 
The present system is better described as 
one of dual exchange rates. 

Since the announcement of the budget 
for the year 1992-93, there ousts a distinc¬ 
tion between the official exchange rate 
and the market exchange rate The market 
exchange rate applies to all imports made 
by the private sector. Export receipts are 
partly converted at the market exchange 
rate which applies to 60 per cent of foreign 
exchange earnings, with the remainder 40 
per cent being converted at the official 
exchange rate The market premium on 
foreign exchange has varied around 16-17 
per cent of the market exchange 1 

What are the implications of the regime 
of dual exchange rates on India’s exports? 
Here we need to distinguish between the 
immediate balance of payments conside¬ 
rations and the country’s long-term export 
strategy. The first refers to policies leading 
to import compression which would take 
care of the balance of trade in the short 
run; the second considers a viable export 
drive from a long-term point of view. We 
here examine the second question, that is 
the implications of the dual exchange rate 
in terms of a long-term export strategy. 

Devaluation alters relative prices bet¬ 
ween tradables and non-tradables. The ef¬ 
fect of a dual exchange rate regime is to 
alter relative prices within the tradable sec¬ 
tor, both between importables and expor¬ 
tables, and with the export sector. This is 
because the exchange rate applying to ex¬ 
port earnings is on average lower than the 
exchange rate for imports, because of the 
difference between the market exchange 
rate and the official rate; The obvious ef¬ 
fect of this system of dual exchange rates 


is the bias it induces against the export 
sector—one dollar worth of exports yield 
less in rupees than one dollar worth of 
import-substituting activity; that is, the 
rupee price of exportables is lower than 
that of import-substitutes. A second ef¬ 
fect is that the system discriminates within 
the export sector, against those sectors 
which have a higher proportion of im¬ 
ported inputs relative to domestic value 
added. This arises since the imported in¬ 
puts must be paid for at the market ex¬ 
change rate, whereas they only fetch a 
weighted average of the official and 
market rate when they become embodied 
in exports. 

These points can be illustrated by the 
following calculation. Assume that a 
single world price for tradables, i e, for 
imports and exports. Let p* be the dollar 
price of one unit of value added on the 
world market. Let m, be the amount of 
imports which must be combined with 
one unit of value added in order to pro¬ 
duce final output (the subscript i indicates 
that this is sector specific) Hence one unit 
of value added and m, units of imported 
intermediate goods combine to produce 
(I +m ( ) units of final output. Let p x be 
the domestic price of value added in the 
export sector, p the domestic price of 
value added in the import sector. Let oe 
be the official exchange rate and me be 
the market exchange rate. We assume that 


t the domestic price of both exportables 
and importables is given by the world 
price in rupees. The domestic price of one 
unit of value added in any sector measures 
the incentives to domestic production. 
This is given by the difference between the 
rupee price of final output and the rupee 
price of imports required in older to pro¬ 
duce that output. In the import competing 
sector, this is given by 

p m = p* med+m ( ) - p* me m, 

= p*me (1) 

In the exportables sector, 
p x = p*(l + m) (0.6me+0.4oe) - p*m, me 
= p* melf-O^me-oe/meJ-O^mj 

-0.4m. (me-oe/me)] 

= p* med-0.4d-0.4mjd) (2) 

where d is the proportional premium on 
foreign exchange; i e, d equals (me-oe)/me. 

Contrast (I) and (2): the price of value 
added in the exportables sector shows two 
negative components. The first negative 
component, - 0.4d, introduces a degree 
of discrimination against the export sector 
which applies even if the export sector 
does not require imported inputs. The se¬ 
cond negative term, -0.4m,d, shows 
that the higher the value of m f in a par¬ 
ticular industry, the greater is t|ie loss. 

The above shows that the protective ef¬ 
fect of the dual exchange rate regime is 
neutral as far as the import-substituting 
sector is concerned. In the case of the ex¬ 
port sector, the present system of dual ex¬ 
change rates introduces a bias against it. 

1 f the premium of the market rate over the 
official rate is 17 per cent, the discrimina¬ 
tion against the export sector on account 
of the first term which arises due to par¬ 
tial convertibility is 6.4 per cent. The 
decline in effective protection is greater die 
larger the import-intensity of exports. For 
example, for sectors like engineering, 
chemicals and plastics, where the import- 
intensity of exports is around 40 per cent 


Tabil: Si Cioral Import-Intinsiiy 

(All figures are in per cent) 



A 

Import/Gross 

Export 

b 

Import/Value Added 
(in) 

C 

Proportional 
Disincentive to 
Export 

Engineering goods 

.19.0 

63.9 

11.3 

Chemicals 

41.4 

70.6 

11.8 

Plastics 

45.0 

81.8 

12.6 

Leather and products 

14.9 

17 5 

8.2 

Pood products 

14.5 

16.9 

8,2 

Handicrafts 

23.5 

30.7 

9.1 

Gems and jewellery 

65.7 

191.5 

20.2 

Textiles 

25.5 

34.2 

9.3 


Now : A is given by the share of REP licences in expons (average of 1987-88 to 1989-90). 
Source. Government of India, Ministry of Commerce. 


compared to 15-20 per cent in traditional 
industries like textiles, leather and food, 
the decline in effective protection is larger. 
(Ail calculations on import-intensity are 
based on the sectoral share of REP 
licences.) The m in the first case is 0.67 
and in the second case 0.25. Consequently 
the new policy package can have detri 
mental effect on import-intensive non 
traditional exports. The table shows the 
m, for selected sectors. The higher the m ( 
the lower is the incentive to export. From 
equations (1) and (2). we can obtain the 
following result: 

I --0.4d - 0,4m d (3) 

By taking P m to be 100, we calculate P„ 
for various sectors using tu from the 
table and d = 17 per cent. Vhe propor¬ 
tional disincentive to export in selected 
sectors is shown in the same table. These 
figures clearly indicate the relative 
disincentive to the export sector on ac¬ 
count of the exchange rate system. 
Secondly, sectors with high import con¬ 
tent have a greater disincentive to export. 
Sectors like gems and jewellery ate worst 
affected, while engineering goods and 
chemicals, which also have a high import 
content, are more adversely affected than 
food products and handicrafts. 2 

What are the implications for India's 
exports in the long run? While a devalued 
occhange rate is apparently conducive to 
improving the export performance, the 
system of dual exchange rate has con¬ 
tradictory effects. It provides a bias 
towards import-substituting activities as 
we have shown. Secondly, it provides a 
greater bias against import-intensive ex¬ 
ports, namely, non-tradilionai industrial 
exports. If India’s export drive has been 
inspired by the success of South Korea, 
then the present set of policies is certain¬ 
ly not the right package. The much cited 
South Korean miracle is about the suc¬ 
cessful entry of non-traditional industrial 
exports into the world market. It seems 
extremely unlikely that India can achieve 
the same with the system of dual exchange 
rates. Other iastruments, like tariff revi¬ 
sions and concessions given to import of 
equipment by the export sector are secon¬ 
dary, given that the system of exchange 
rates adversely affect export profitability. 

The sectors which may do well under 
the present system are the traditional pro 
ducts which use little imported inputs and 
equipment, for example many agro-based 
products, leather products and textiles. In 
these products the prospects in the inter¬ 
national market do not appear to be very 
promising. In products like tea. the coun¬ 
try has faced a supply constraint and has 
been yielding its position to Sri Lanka. 
Secondly, in traditional products like tea 
and jute where India has a 'arge market 
share and a degree of monopoly power, 
increased export incentives and export 


volume could even reduce export earning 
and there could be a case for taxing such 
exports. 1 In many other agricultural pro¬ 
ducts as well as in textiles, there are bar¬ 
riers to entry in the international market, 
for example, the agricultural policy of the 
European Economic Community and the 
Multi Fibre Arrangement in the United 
States of America. 

What is the rationale for the current 
bias against exports which require a large 
proportion of imports? A casual argu¬ 
ment might suggest this to be the case, 
since the policy encourages the export sec¬ 
tor to economise on imports. However, ex¬ 
ports may become unviable in many non- 
traditional areas of manufacturing as a 
result of the existing policy package. From 
a balance of payments point of view, the 
contribution of any sector is simply the 
difference between its export earnings and 
its import bill. So long as this is positive 
an undue concern over import intensity 
of exports does not have relevance. The 
concern needs to be regarding the growth 
in exports. 


The eruptions which are intended to blow 
open the rigidities of an sneien regime take 
place when they have become inevitable, not 
when a bearded leader says so. 

—Ralf Dahrendorf 
I HI: government is seriously considering 
setting up a human rights commission to 
look into human rights violations. The 
government is keen on demonstrating that 
it does view human rights violations 
seriously. Officials feel that reports of pro 
minent human rights bodies like Amnesty 
International are one-sided and that there 
is a necessity for an impartial body to look 
into these complaints and, if found they 
are true, to take deterrent action against 
the guilty. A consummation devoutly to 
be wished for. 

But why a human rights commission? 
Are the courts, including the Supreme 
Court, not adequate to the task? Is the 
government going to bring forth a statute 
enumerating human rights and create a 
body to look into the complaints and 
punish the transgressors? Or is the govern¬ 
ment thinking of bringing about an ap¬ 
propriate amendment to t|ie Constitution, 
as was done when tax and service tri¬ 
bunals were set up? Is the gtwemment go- 


The poor performance of exports In the 
past few months, particularly of manufac¬ 
tured exports has been ascribed to the 
forced import compression of last year. If 
so* that system of dual exchange rate does 
not solve the problem for India's exports. 

Notes 

[I thank V Bhaikar, Partita Sen and Suresh 
Ikndulkar for comment*. The usual dhdaimen 
apply.) 

1 The market premium may be expressed in 
terms of the official exchange rate. In this 
case the premium would be around 20 per 
cent. 

2 For a detailed analysis of changes in sectoral 
effective incentive to export, see A S Ray, 
'Liberalisation and India's Export Com¬ 
petitiveness: Sectoral Profile of Effective In¬ 
centive Structure, 1981-91’, paper presented 
at ICRIER-Ford Foundation Seminar on 
Economic Liberalisation and Its Impact, 
Delhi, May 1992. 

3 W M Corden, 7 trade Policy and Economic 
Welfare, Oxford University Press, Oxford, 
1974, chapter 7. 


ing to curtail the writ jurisdiction of the 
high court and also prevent access to the 
magistrates’ courts? Is it at all possible to 
reduce human rights violations without 
bringing about a social order which is just, 
equitable, and human? 

Setting up of a.human rights commis¬ 
sion is a major departure from the con¬ 
stitutional scheme. A little history of the 
evolution of rights and their subsequent 
incorporation in the Constitution will not 
be out of place here All of us are man¬ 
dated by the Constitution “to cherish and 
follow the noble ideals which inspired our 
national struggle for freedom”. AJ1 our ac¬ 
tions in the public sphere should receive 
their justification from this fundamental 
duty. An examination from this angle will 
demonstrate that these steps, if permitted, 
would lead to the de facto abrogation of 
the Constitution. 

** 

The rights which are now ailed funda¬ 
mental have a long history! As early as 
1895 the Home Rule Bill envisaged for 
India a Constitution guaranteeing to every 
one of its citizens freedom of expression, 
inviolability of one’s house, right to pro¬ 
perty, equality before the law and in 
regard to admission to public offices, sod. 


Why a Human Rights Commission? 

i 

K G Kannaltiran 


The setting up of a human rights commission as a response to 
criticism of the government’s human rights record will at best be a 
formal act. It will not reduce human rights violations, but wiU be 
used to cover up such violations. 
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right to personal liberty. Following the 
publication of the Montague-Chelmsford 
Report in August 1918 the Indian National 
Congress at a special session demanded 
that the 1919 Act should include “a 
declaration of the rights of the people of 
India as British citizens”. There was an 
outright demand foi a declaration of 
rights by Motilal Nehru in his presiden¬ 
tial address at Amritsar in 1919, when he 
said, “no constitution can meet our needs 
unless it is accompanied with a guarantee 
and a clear declaration of our elementary 
rights which have been so ruthlessly 
violated in the Punjab. No Indian can be 
blind to the fact that the protection of our 
fundamental civil liberties is a matter of 
the most urgent consequence. No states¬ 
man can shut Ms eyes to the supreme 
moral necessity of the faith of the Indian 
people in the inviolability of their rights!’ 
At the Madras session of the Congress it 
was stipulated that in the future Constitu¬ 
tion of India there must be a declaration 
of fundamental rights. The Nehru Com¬ 
mittee appointed by the All-Parties Con¬ 
ference in its report (1928) laid down “that 
our first care should be to have our fun¬ 
damental rights guaranteed in a manner 
that will not permit their withdrawal 
under any circumstances”. The right to 
keep and bear arms was also included in 
the rights enumerated in the report. These 
declarations were made in the context of 
continuing repression by the British. 

As the freedom struggle was drawing to 
a close the Constituent Assembly was 
busy using the experience of the struggle 
in shaping a Constitution for the coun¬ 
try. The chapter on fundamental rights', 
the setting down of the objectives in the 
preamble, and the enumeration of non- 
justidable rights in the form of funda¬ 
mental obligations are the result of the ex¬ 
perience of the freedom struggle. Funda¬ 
mental rights and the directive principles 
were designed as instruments to bring 
about a social transformation and the 
judiciary was assigned a special role and 
it was expected to be the arm of social 
revolution. Fundamental rights are poli¬ 
tical in nature and the free exercise of 
these are ensured by courts. While the 
directive principles are non-justiciabie they 
are politically enforceable, not necessarily 
through the electoral process. We are a 
party to the Universal Declaration of 
Human Rights and most of the articles 
in the International Covenant on Econo¬ 
mic, Social and Cultural Rights on Civil 
and Political Rights have their equivalents 
in one or the other of the fundamental 
rights and the directive principles. 
Nothing prevented the government from 
giving effect to these, for the government 
is under an obligation under Article 51(c) 
"to foster respect'for international law 
and treaty obligations in dealings of 


organised peoples with one another”. It) 
a recent decision the Supreme Court 
observed that the fundamental rights arc 
in conforming line to the human rights in 
the covenants. 

It is not as if there is any dearth of legal 
provisions to check human rights viola¬ 
tions. It is just the unwillingness of the 
government to put an end to these in¬ 
human and brutal forms of state violence. 
The government having failed to perform 
its fundamental obligations even after over 
four decades has no right to complain or 
be surprised when people organise them¬ 
selves to compel the government to per¬ 
form these fundamental duties. There in¬ 
heres in the people the right to even over¬ 
throw the government in the process. The 
setting up of a human rights commission 
is not going to humanise the state agen¬ 
cies. A political system which guards and 
supervises an exploitative order cannot 
survive without preventive detention laws, 
laws to contain terrorism, and other such 
laws, and which totally sets aside all 
hitherto accepted notions of criminal 
jurisprudence and allows its police force 
to kill and maim people by torture, to rape 
women and unleash brutalities on the peo¬ 
ple is not going to call off these opera¬ 
tions and submit delinquents in the police 
establishment or the army to enquiry by 
a human rights commission. Viewed from 
this angle it appears pointless to try and 
persuade such governments to be more 
humane in the means they employ in 
tackling political turbulence and any 
public pressure may drive these govern¬ 
ments to find other devices to silence 
criticism without in any manner reducing 
the violence they employ. 

It looks as though the Amnesiy report 
on custodial deaths has succeeded in driv¬ 
ing the government to search for other 
means which would be less susceptible to 
criticism and would be even more effec¬ 
tive for oppressing people. Our prime 
minister was needlessly dismayed by the 
absence of correspondence between the 
ostensible and the real. 'Bilking to his 
satraps at Delhi on September 14 he said: 
“We have to identify where and why there 
are weaknesses. We have to identify the 
gaps between pronouncements and ac¬ 
tions, between legislation and implemen¬ 
tation, and resolve to act firmly to bridge 
the gaps.” Rao today realises, after being 
in active politics for over five decades, that 
there exists a gap between profession and 
practice; between legislation and its imple¬ 
mentation. After the Amnesty report Rao 
suddenly realised that there can be nothing 
more revolting and reprehensible than the 
betrayal of custodial trust by the guar¬ 
dians of law and those appointed to pro¬ 
tect the individual. Rao belongs to Karim- 
nagar and is ordinarily a resident of 
Warangal where all types of human rights 


violations have been taking place. In fact 
when his long-time political ally and 
friend was shot by the PWGon December 
5,1991 he condemned the ghastly violence 
and rightly so. But a day after that a 
young lawyer and convener of APCLC 
was shot dead by the police he was silent. 
The governor and the chief minister were 
silent. This is the regard the government 
and the prime minister have for human 
rights. This is of recent memory. There 
has been no record of Rap condemning 
wanton killings by the state which have 
been going on for over two decades now. 
He has not gone on record condemning 
the 1984 sikh massacre. Not even a pro¬ 
test note to this effect appeared anywhere. 
With this record of silence, which is 
culpable, he has unleashed a peroration 
on the people of this country in the 
presence of the chief ministers assembled 
at Delhi on human rights and his party 
obligation to repair the breach. How does 
one go about it? We set up one more in¬ 
stitution to take care of human rights. In 
the entire document, which formed the 
background paper for discussions by the 
chief ministers gathered there, we don't 
find any reference to the fundamental 
rights which correspond to the rights 
enumerated in the International Cove¬ 
nant. There is no awareness displayed in 
the document of the views of the Supreme 
Court on this question. 

Most of the human rights violations 
translated into the language of the penal 
code would be murder, rape, grievous 
hurt, and other offences relating to the 
human body enumerated in the code 
These crimes are committed by the armed 
forces (police, para-military, and the army) 
in the course of their routine and day-to- 
day operations and are done with a view 
to maintain law and order and to ensure 
security of state No state laws authorise 
the state to commit any of these crimes. 
These crimes cannot be claimed as acts 
done in the exercise or purported exercise 
of one’s duties, lo kill, maim, rape; or 
otherwise physically harm people is no 
pari of the duty of either the police or the 
army. The underlying presumption and 
justification of use of violence by fhese 
forces is self-defence But the legal 
presumption is otherwise In a plea of self- 
defence the offence is presumed. All these 
crimes also are violations of Article 21 and 
22(1). Yet these are not seen as crimes, nor 
are they debated as crimes. Thus crimes 
committed by public servants are accord¬ 
ed a status which puts them beyond the 
reach of citizens and the ordinary legal 
processes. This immunity granted to 
authority needs to be dismantled and set¬ 
ting up of a human rights commission 
may not be the answer. These crimes, 
which are euphemistically called human 
rights violations, are not some stray acts 
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of violence by the aberrant among the 
armed forces or the police. The methods 
used in apprehending persons or tortur¬ 
ing them is the same whether it is in the 
west or any of the.third world countries. 
In fact in Australia evidence was tendered 
before the Royal Commission which was 
enquiring into deaths of aborigines in 
police custody to show that in most cases 
they were suicides. The explanation is so 
familiar! These methods are used invaria¬ 
bly against the poor and the deprived. If 
the policy of the government is to contain 
political and protest movements by force, 
then the inarticulate premises will be 
deterrence. If a policy of deterrence is to 
be used against a political movement a 
whole community will have to be punish¬ 
ed, for deterrence is at once punitive and 
pre-emptive. 

The government obviously doesn’t pro¬ 
pose to give up its present policy.. Then the 
present proposal is one of those familiar 
political sleight of hand devices like the 
appointment of commissions of enquiry 
under the ineffective and" over worked 
Commissions of Inquiry Act 1956. A 
human rights commission is not going to 
resolve the political crises. Until these are 
resolved, violence by the state is bound to 
continues “Repression and terrorism have 
never yet killed the life of a nation, they 
but increase and drive it underground to 
pursue an unhealthy course breaking out 
occasionally into crimes of violence. And 
this brings further repression and so the 
vicious cycle goes on. No one can but 
deplore violence and political crime. But 
let us not forget that this is the direct 
outcome of continued repression. It is due 
to the perversity of the executive which 
blinds itself to the cause of the discontent 
and, like a mad bull, goes about attacking 
all who dare to stand up against it" (em¬ 
phasis added). This stand taken by Motilal 
Nehru (Amritsar 1919) is the position 
taken by the civil liberties and human 
rights activists in the country and the 
response of the government is no different 
from that of our colonial rulers. 

The proposal needs to be examined 
from yet another angle. Why not the 
courts be entrusted with the task of pro¬ 
tecting human rights? 

In the state in which courts are today 
many of us may vote for a human rights 
commission having constitutional basis. 
Before we cast our vote it may be neces¬ 
sary to review the history and the habits 
of the state. When we recognised the in¬ 
stitution of justice as a place of dispen¬ 
sation of justice it was linked to human 
beings and people were relevant. When the 
institutions were hijacked by tax-evaders, 
smugglers and such sundry crowd and 
when the institutions switched over to 
disposal of cases as the main theme of any 
discourse, people became irrelevant. Insis¬ 
tence on forms take over and the proceed¬ 
ings become a caricature of the substantive 


purpose which was originally the major 
premise. Henoeforth ritual in the form of 
procedure and rules becomes an insur¬ 
mountable obstacle Procedure instead of 
acting as a check on arbitrariness operates 
as impediment to audience and relief. This 
state of affairs was brought into existence 
by the ruling party when the assertion of 
independence by the judiciary became in¬ 
convenient to its populist politics. 

Jefferson complained that the Federa¬ 
lists “by fraudulent use of the constitu¬ 
tion. which has made judges irremovable, 
have multiplied useless judges merely to 
strengthen their phalanx". That is how it 
started. Such practices have their own in¬ 
exorable logic. First you pack your men. 
Later you just don't care who is in. 
Thereafter it would be a free-for-all for 
manipulators. Thus all institutions set up 
to protect the rights of citizens, to check 
arbitrariness of the state and preserve 
democratic processes are manned by per¬ 
sons who are mere status-seekers and 
office-holders. They have left norms 
without meaning and drained the life 
blood of the institutions they man. 
“Norms are separated from institutions, 
and the world that emerges from such a 
course combines formal compliance with 
a profound deprecation of all things 
social.” Thus while weakening the courts 
ftom within the executive went on shear 
ing the power and jurisdiction the high 
courts had when the Constitution came 
into force, by transferring certain defined 
area of power and jurisdiction to parallel 
institutions. The tribunals set up under 
Articles 323A and 37ID are service 
tribunals. Article 323B provides for set¬ 
ting up of tax tribunals, foreign exchange 
and customs tribunals, industrial and 
labour tribunals, land reform and ceiling 
on urban property tribunals, etc. Once 
these tribunals come into existence the 
courts’ jurisdiction, including that of the 
high courts, is ousted and the jurisdiction 
of the Supreme Court under Article 136 
alone is preserved. The jurisdiction of the 
high courts is getting increasingly confin¬ 
ed to the private sphere of social life. 

The tribunals set up under these provi¬ 
sions are manned by superannuated civil 
servants and judicial officers. The chair¬ 
man has to be a high court judge. The age 
of retirement of the chairman is 65 years 
and the rest is 62 years. One has to ex¬ 
amine how the persons as chosen to realise 
how we have trivialised all values and 
systems. We find judges manoeuvring to 
be the chairmen of these tribunals as they 
reach the retirement age. District judges 
after retirement secure positions on the 
tribunal. So also civil servants and police 
officers. Nobody knows how the selec¬ 
tions are made The government is the ap¬ 
pointing authority. There is no procedure 
prescribed to ensure, if not excellence at 
least competence. There is nothing to en¬ 
sure their independence. The staffing 


policy as mealed by the rcapilctiue statutes 
and practices ensure subordination of 
these tribunals to the executive, and the 
transfer of powers hitherto enjoyed by the 
high courts to these tribunals, in the con¬ 
text, is bound to be ineffective. Articles 
323A and B have marginalised the role of 
the high courts and also made justice 
inaccessible From orders passed by tri¬ 
bunals set up under these articles appeals 
are only to the Supreme Court. The wont 
hit are the public servants and the work¬ 
ing class if the proposed Industrial Rela¬ 
tions Bill comes through. The provisions 
introduced by the 42nd amendment were 
not omitted by the 45th amendment for 
want of a majority in the Rajya Sabha. 
The Terrorist and Disruptive Activities 
(Prevention) Act, without the aid of these 
amendments, completely eliminates the 
jurisdiction of the high courts. The ap¬ 
peal against sentence and conviction is to 
the Supreme Court. The remand period 
is one year and bail applications can be 
made only to the designated courts. The 
people arrested in the rural areas come 
from very poor and backward sections of 
the population. The hard core in any event 
are shot in encounters. This legislative 
history and practice has to be borne in 
mind while examining the present pro¬ 
posal. Now the government is moving into 
a crucial field, namely, human rights, 
more importantly the field occupied by Ar¬ 
ticles 19, 21 and 22. Human rights viola¬ 
tions take place in the field covered by 
freedom of speech and expression, free¬ 
dom of association, freedom of assembly 
and movement, freedom to reside or set¬ 
tle in any part of the country. Assertion 
of all or any of these rights results in 
forfeiture of life or liberty covered by Ar¬ 
ticles 21 and 22. If these are entrusted to 
the human rights commission the present 
government can claim to have achieved 
what Indira Gandhi could not. 

If the government is really concerned 
about setting right its human rights record 
it has to take serious steps to rebuild the 
existing institutions, namely, the courts, 
instead of merely multiplying institutions. 
In fact it is more the responsibility of per¬ 
sons who regularly interact with these in¬ 
stitutions, such as lawyers, public interest 
and human right! groups, jurists and 
academics to exert pressure on these insti¬ 
tutions. Human rights record can never 
improve by the setting up of a commission 
without changing the existing social order. 
The debate on the setting up of a human 
rights commission should lead to a review 
of the functioning of the justice system 
and attempts have to be made to rebuild 
these institutions. 

The setting up of a human rights com¬ 
mission as a response to criticism of the 
government's human rights record will at 
best be a formal act. This will not reduce 
human rights violations, but may be used 
to cover up such violations. 



Public Health: A Question of 
Entitlements 

Sujit K Das 


In a society with such sharp socio-economic differences, is it 
possible to provide equitably free medicare services to all? If not, 
who is entitled to this subsidised care? The recent decision to 
enhance charges in hospitals ignores this crucial issue. 


FOR medical treatment, an affluent 
person goes to a private clinic-or a nursing 
home while the poor turn to hospitals 
which offer free services. Due to rapid rise 
of^the cost of medical service, running a 
free hospital is tough these days. That is 
why old non-government hospitals have 
steadily been closed down or taken over 
by the government one after another. 

From April 1, 1992, the Left Front 
government of West Bengal has suddenly 
introduced new enhanced charges for cer¬ 
tain erstwhile free services in its hospitals 
all over the state. 

Government hospital services were not 
entirely free of course Some beds in urban 
hospitals, say, about 10 per cent, w<-.re 
categorised as paying beds and cabin beds 
with charges of Rs 6 and Rs 8 per day 
respectively. Ffetients occupying these beds 
were expected to pay for all services except 
for personnel service and diet. Formally 
special investigations for out-patients were 
also charged but the attending doctors 
used to exempt payment on request. The 
new system imposes new charges on 
simple routine investigations of blood, 
stool, urine, etc, at double the available 
market rate, enhances the charges of all 
other special investigations, raises the pay¬ 
ing and cabin charges of Rs 8 and Rs 18 
respectively along with a separate diet 
charge. Services for 90 per cent of the 
beds, however, remain free as it was earlier. 

This action has been taken without any 
warning nor any attempt to consult public 
opinion. No notice was put up for the pa¬ 
tients and as a result, immediate disrup¬ 
tion of services led to a chaotic situation. 
Patients unable to bear the charges or were 
unprepared for them wete sent away 
unserved. A large number of patients after 
waiting in a long queue at the payment 
counter deposited the charges but were 
thereafter told to come the following day 
to the investigation counters which were 
then closed for the day. 

After a few days of chaos junior doc¬ 
tors gheraoed the superintendents who, in 
order to restore the service, suspended the 
paying operation. Protest meetings and 
demonstrations were held by a few social 
action groups and doctors’ organisations. 
Thereafter the students’ biganisation of 
the ruling party, the Students Federation 



of India (SF1), swung into action demand¬ 
ing withdrawal of the new order. Since SFI 
itself involved everyone thought, true to 
the tradition established during the Left 
Front rule, that the new measure would 
now be withdrawn by the government. But 
the government, admitting that some of 
the charges imposed were arbitrary u nd 
higher than market price, appointed a 
committee to review the price list but at 
the same time reiterated that it would no 
longer be possible for the government to 
continue with the free services and after 
the review, the revised charges would be 
re-introduced. 

Without engaging in a detailed analysis 
of the charge for each item of services it 
may be observed that in general, the 
charges are quite below the lowest market 
price and for some items, e g, bed charges, 
it is rather nominal; earlier, the system of 
paying for investigations except the 
routine ones, existed but was virtually 
inoperative. The harassment caused to 
tens of thousands of patients due to the 
bureaucratic way of implementing a new 
system is unpardonable but the issues 
exposed impinge on some of the fun¬ 
damental principles of state medical care 
policy. 

Should the government distribute 
medical care free? If yes, who is entitled 
to get it? All or some? In the latter case, 
how is the entitled section selected? Is it 
feasible or desirable to operate the dual 
system of free and paying service in the 
same hospital? Isn’t it immoral for a self- 
declared people’s government to provide 
costly medical services to the affluent 
persons free or at a nominal price? These 
questions are not peculiar to medical care 
policy but are relevant to all state welfare 
measures, e g, education, housing, food 
subsidy, etc The Indian polity has never 
dealt with these very pertinent questions 
of policy perhaps for obvious political 
reasons. Though in the one and only 
national health policy adopted by govern¬ 
ment of India in 1983, it is casually 
observed that, “To reduce governmental 
expenditures involved in the establishment 
of such centres (curative speciality and 
super-speciality services), planned efforts 
should be made to encourage private in¬ 
vestments in such fields so that majority 


of such centres, within the governmental 
set up, can provide adequate care and 
treatment to those entitled to free care, the 
affluent sectors being looked after by 
paying clinics”, none of the state govern¬ 
ments, who are entrusted by the Indian 
Constitution to provide for public medical 
care, has yet come out with a health care 
policy of Us own, or even recognised the 
question of entitlement to free service. 

In the same year, this question was 
posed by the state doctors’ organisation 
to the Administrative Reforms Commit¬ 
tee set up by the Left Front government 
and it recommended in ns report (hat, 
"The eligibility of free treatment, as well 
as free supply of medicines, should be 
reviewed. There should also be a general 
restructuring of the rates for hospital beds 
as well as for medication and other 
facilities, including surgical operations. 
Except in cases of emergency, those 
availing of the facilities of the Employees’ 
State Insurance Scheme, the Central 
Government Health Scheme, the Railway 
Service Health Scheme, etc, should be 
precluded from availing of the facilities 
which the state government hospitals 
provide!’ Needless to say, the government 
of West Bengal did not act on these 
recommendations. 

By the present step of enforcing and 
enlarging the paying system, the LF 
government is not trying to resolve the in¬ 
congruity of supplying free medicare to 
both poor and affluent; in fact, the 
government has not even raised the ques¬ 
tion of entitlement to free medicare. The 
government seems to be quite aware of the 
possibility that under the existing system 
an affluent person may avail of the still 
existing free facility (i e, free beds) while 
a poor person may be compelled to buy 
medicare through the paying system. The 
new measure rather appears to be an in¬ 
troduction to the new economic order 
launched by the government of India, one 
of the principal elements of which is the 
gradual shrinkage of the subsidy sector. 

Be that as it may, the problem remains 
that the public medical care systems in 
India suffers from a lack of coherent 
policy. Only a few months ago, Calcutta 
witnessed the closure of a reputed hospital 
run by the Ramakrishna Mission as a se¬ 
quel to a strike by non-doctor employees 
demanding pay-scales at par with the 
recommendations of the slate Pay Com¬ 
mission for the similarly placed employees 
in the government hospitals. In our society 
philanthropic organisations and persons 
carry around a high prestige and an 
almost divine aura. Continued closure of 
this prestigious mission hospital raised a 
hue and cry from among almost all sec¬ 
tions of the public condemning the strik¬ 
ing employees and shedding apparently 
genuine tears for the deprived poor pa- 
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tients though due to the paying system 
prevailing in this hospital hardly any of 
the poor go there. Pressure of public opi¬ 
nion eventually persuaded the LF govern¬ 
ment to try for a negotiated settlement 
and failing that, the health minister, Srec 
Prasanta Stir, came out against the 
employees condemning them in very 
peculiar terms. The minister proclaimed 
that the employees of a philanthropic in¬ 
stitution had'no right to claim parity in 
pay-scale with the government employees 
and unless they withdrew this demand the 
government would not intervene. The 
minister further declared that the govern¬ 
ment could not ask a non-government 
organisation to pay its employees the 
government rates. The most significant 
issue in this dispute is the fact that both 
the mission authority and the government 
publicly admitted that the employees 
deserved the pay-scales sought for. 

Here, not only fundamental questions 
of policy but also of facts are involved. 
When a person buys something by his/her 
own money and donates* it free, (his is 
called philanthropy and this is why a 
donor or philanthropist evokes respect. A 
philanthropist in the process of collecting 
food and cloth for relief work does not 
ask the poor cultivator or weaver to forgo 
a part of his labour charges and donate 
that part to the lofty cause of philan- 
throphy. Medical service do not fall from 
the sky but are rather produced on earth. 
The salary of the employees is an integral 
part of the cost of that production. Why 
should one then force the poor unwilling 
employees to donate a part of their deser¬ 
ving salary for the so-called philanthropic 
activity of not-so-poor persons? Then 
again why cannot the government ask 
Others to follow its norms in wage policy? 
In a democratic polity the government is 
expected to set ideal standards for others 
to emulate. Otherwise how one can talk 
about minimum wage policy, national 
wage policy, etc? Are these not relevant to 
the health sector? Whichever way we look, 
the health sector appears to be a victim 
of ad hoc approach and measures. 

Extracting money from the poor pa¬ 
tients in exchange for medical services will 
not bring any change in the nature and 
extent of medical care. In fact, this addi¬ 
tional income will actually go to the 
general revenue fund and as such will not 
be spent on hospitals until the specific 
budgetary allocation is increased, which 
has not been done. It will only have an 
effect of reducing the state subsidy on 
health care service. The government has 
said nothing about improving or ensur¬ 
ing the service paid for. For example, at 
present one has to wait for two-three 
months for a routine X-ray examination 
and that is why many patients are forced 


to get it done in the private market while 
under treatment at the government 
hospital. Now under the new system if a 
patient is not ensured of the timely in¬ 
vestigation after paying for it, what does 
he/she gain? 

The main problem of entitlement, 
however, remains unsolved. A health 
policy cannot be worth its name if there 
is no provision for ensuring timely life¬ 
saving medical care for those who cannot 
afford to purchase it in the market. The 
state ought to ensure it so long as there 
are people who have not crossed the 
poverty line. Frankly in our society, 
‘Health for AH’ is essentially an anti- 
egalitarian slogan, actually an exercise in 
deception. Consider the simple well known 
facts. In none of the states the government 
medical care infrastructure is adequate for 
providing free medicare to all its residents. 
Had it been adequate, the existing—rather 
expanding—private medicare market 
would have disappeared. No state govern¬ 
ment possesses enough resources to 
enlarge its infrastructure so as to cover all 
residents. A hospital has a ceiling on its 
capacity, and can provide minimum ac¬ 
ceptable standard of medicare only to a 
definite number of patients, not more 
than that. What happens in an open-to- 
all system under these constraints is that 
the influential and powerful sections of 
society take away the cream of the cake 
(i e, high-cost modern medicare) and the 
rest is subjected to competition among 
others rendering meaningful effective 


medicare to none, simply because demand 
exceeds supply. Enhancing ant) enforcing 
payment of charges, whatever the amount, 
under this situation will further widen the 
gap among the recipients. The com¬ 
paratively affluent will gladly pay but a 
section of the poor will not be able to 
afford even the low charges. 

Since the new economic order threatens 
to shrink the subsidy sector of state 
budgets, further expansion of state 
medicare infrastructure appears to be out 
of reckoning. In that cast, the question 
of entitlement assumes urgent priority. It 
calls for substitution of the existing open- 
to-all system by an entitlement system that 
will ensure a minimum standard of free 
medical service to entitled citizens. To 
begin with entitlement may be given to the 
people placed below the poverty line or 
a line slightly above. If the capacity of the 
state health service after serving the en¬ 
titled section permits a surplus it may be 
offered on payment to the rest. 

The question of entitlement is the deter¬ 
mining factor for the success of not only 
medical service but most welfare and 
development programmes, eg,-subsidised 
education, housing, foodgrain, milk 
supply, etc. The Left Front government 
has so far not cared to recognise and 
tackle this crucial factor. That is why it 
is difficult to find any difference between 
the left Front and earlier Congrcss(I) ad¬ 
ministrations regarding the outcome of 
these programmes. 
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Vietnam: Old Men Remember 

Nigel Harris 


Vietnam has not just forgotten the war; it has positively rejected 
what it was supposedly defending. 


YOU would think it must be a land of 
ghosts.lorevcr mourning that the bravest, 
the cleverest and the most beautiful are 
dead: all that was finest has been lost. 
There was one press photograph that sum¬ 
marised the horror of the Vietnam war—a 
shockingly naked girl of eight or nine, 
running down a track with arms held 
high, eyes blazing with terror (like that 
Munch painting) at the napalm streaming 
through the firmament. Where is she 
now? Did she escape? 

For the generation young in the 60s, the 
very names-Danang, Hue, Dalat, Bien 
Hoa, the DMZ and 17th Parallel, the Tet 
Offensive—are wounds of one of the most 
cruel and unjust wars of our times (a time 
not noted for wars which are kindly and 
just). In those days, we harried ministers 
here in Britain with the latest data from 
International Control Commission 
Reports, reproached their indifference, 
their hypocrisy, their slavish subordination 
to the fantasies of Washington. A 1,00,000 
or more continually and frustratedly ex¬ 
pressed their fury to the hooded windows 
of the US embassy in Grosvenor Square. 
These were only tiny tributaries in the 
great tide that finally led to the collapse 
of the US armed forces in Vietnam—and 
the appalling indignity of all those chop¬ 
pers lifting off in panic from the US em¬ 
bassy in Saigon (you can still see the same 
grubby building there now, with the same 
hooded windows). 

It was the finest hour of the American 
people. Any fool could fight, could rejoice 
in what is now politely called ‘collateral 
damage'. Any fool, including an American 
president, needs to ‘live down Vietnam' 
•by slaughtering a 1,00,000 fleeing young 
Iraqi conscripts. But to have slopped a 
war, to have halted the juggernaut in its 
tracks, is something again. Let them put 
that proudly on the banners of the US 
Marines alongside Guadacanal'and Iwo 
Jima. 

• • • 

Now, two decades later, we foreigners 
are the ghost ridden, trapped in our time 
warp, as we wander through the lush pad¬ 
dy fields and the streets of the decaying 
cities. The children are gay and sparkling. 
The shadow that lay across the lives of 
their parents and grandparents, 35 years 
of cruel war against Japaneae, French and 
Americans, has left no apparent trace. 


After all, a majority of the Vietnamese 
may have been born since 1975 when the 
Americans fled. One must be thankful for 
that collective amnesia, for the past has 
such horrors that, if remembered, it would 
reduce the present to a nightmare. 

In the ministry of health, the official 
gravely reminds us that teenage heroin ad¬ 
diction is far more worrying than any 
residual war traumas. And indeed, in the 
shade of the trees in a Hanoi park, the 
old men sit at peace, all passion spent. B>:i 
further south, each village has its obeu.sk 
and the serried ranks of war graves, the 
men and women as regimented in death 
as they were in life, a ghostly army to 
guard an emperor. And there are still 
bomb craters and bridges broken like toys. 
But most signs have disappeared. They say 
the birds sing and butterflies flit amid the 
foliage now on Bikini atoll: green is (he 
tree of life. 

There must surely be a better way ot 
ordering our affairs than this periodic 
mass saenfioe of young men and boys. 
Killing the first born male to appease the 
gods is a very ancient practice, and the 
world still clings to the ritual long after 
it has abandoned so many other cruel 
traditions. Even now, Bosnia bleeds. 
Think of all those Iranians and Iraqis, 
Somalis and Liberians, Afghans and 
Koreans, and the mighty army of griev¬ 
ing mothers and widows in black. Does 
the soil really need so much blood? 

« • • 

Vietnam’s amnesia—if such it is—is 
more extreme than a simple loss of 
memory. The Vietnam war was the cen¬ 
trepiece of a whole world order, an im¬ 
perialist and capitalist assault on the third 
world. On the other side stood the forces 
of progress and reason, of justice and 
equality, embodied in a civilisation shaped 
by the altruism of public service and the 
state, founded upon collective—not 
private—action and on planning. Yet win¬ 
ning the war lost precisely that peace 
Vietnam has not just forgotten the war; 
it has positively rejected what it was sup¬ 
posedly defending. 

Within four years of the end of the war, 
the government began to dismantle col¬ 
lectivism in agriculture, the co-operatives. 
From 1981, peasant households were 
allocated land for their exclusive cultiva¬ 
tion, albeit with set procurements to be 


delivered to the state. From 1988, culti¬ 
vating families were able to contract Tarid 
and water for 15 to 20 years without any 
obligation to deliver quantities or types 
of product to the state and without any 
state instructions on what should be 
grown. 

For the two-thirds of the population 
engaged in agriculture; the effects have 
been electric. Feasants in the famous con¬ 
ical straw hats are stooped low over the 
paddy almost every day, weeding the lush 
carpet of brilliant green rice, scooping 
irrigation water by hand-held bags into 
minor channels, grazing livestock. The 
country ended its reputation as an area of 
endemic famine, withstood the ending of 
subsidised food supplies from the Soviet 
Union, achieved self-sufficiency in food¬ 
stuffs both through expanded total out¬ 
put and area yields, diversified cultivation 
(more rapidly expanding, for example, 
coffee, rubber and sugar output) and 
became a significant exporter of rice (1.5 
million metric tons in 1990) and other 
crops. 

The countryside sizzles with activity- 
new houses are everywhere being built, 
the roads congested with new bicycles, 
scooters, motor bikes, small tractors and 
trucks. There seems to be no end to the 
vast rural markets where apparently 
everyone is selling something on the side 
of the road (but it is not clear who is buy¬ 
ing). Government officers may speak 
gravely of the future problems involved in 
a planned transition to a market economy, 
but for the overwhelming mass of the 
population, markets are, with a venge¬ 
ance, already here. 

Six years ago, what had happened to 
agriculture was begun in the economy at 
large. What is known elsewhere in the 
world as ‘structural adjustment’ is doi moi 
in Vietnam. The private sector was given 
its head; foreign investment was welcom¬ 
ed; and external economic and monetary 
controls relaxed As in China, with an 
older reform programme, the effects have 
been dramatic The cities are bustling with 
new businesses (now said to number 
80,000 in the capital alone). New buildings 
are going up everywhere—the Hanoi 
government claims that 2,00,000 square 
metres of new private housing were built 
in 1990, compared to a peak level of 
1,50,000 when the state was solely respon¬ 
sible. And even more than in the country¬ 
side, markets sprawl all over the pave¬ 
ments The ending of migration controls 
has led to a rapid expansion in the 
cities—Ho Chih Minh Gty (our old 
Saigon) has now over 4 million people and 
is growing swiftly. 

What is to be done, however, with the 
old state-owned enterprises? In what has 
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now become a standard formulation, the 
Central Institute for Economic Manage¬ 
ment argues that state corporations 
employ three-quarters of the country's fix¬ 
ed capital (and 86 per cent of the official 
volume of credit) and 30 per cent of the 
workforce (but almost all the technical 
and professional cadre) to produce 26 per 
cent of the gross social product. As in 
China, the corporations ate slowly sinking 
deeper into debt and are a major drain on 
public resources. Tightening the costing 
system has led to some layoffs—additions 
to the visible urban unemployment—and 
stagnating public pay levels (so that public 
employees are forced to take second and 
third jobs in the private sector). Since at 
the same time, the government is trying 
to halve the armed forces (numbering 1 
million men in 1989), this further increases 
the numbers searching for work. The 
government has now launched its first 
pilot scheme to sell shares in state cor¬ 
porations (the first dozen companies have 
been nominated). The logic of ihe market 
is almost complete. 

The surface appearance is of considera¬ 
ble prosperity, symbolised in all those new 
little palaces, aggressively modernist and 
pseudo Beverly Hills or Monte Carlo, 
visible—unashamed—signs of the emer¬ 
gence of a new private bourgeoisie. But 
the problems are horrendous. The coun¬ 
try is still very poor, with a per capita in¬ 
come of barely $200. There is much pover¬ 
ty to be seen down the sidclanes and in 
the legion of beggars. Housing in the 
older areas of the old cities is appalling, 
narrow corridors with sleeping places at 
the side, dripping in the rain with open 
drains. Old buildings look as though they 
have not been touched since the French 
left and since when the population has 
vastly increased (Hanoi, 2j00,000 at the 
time of the French evacuation, is now 
nearly 3 million). Inflation, running at 
something of the order of 75 per cent per 
year, continually depreciates the curren¬ 
cy. making vital imports for agriculture 
(for example, fertilisers, formerly im- 
■ ported at heavily subsidised prices from 
the Soviet Union) and industry prohi¬ 
bitively expensive. 

The bottlenecks in infrastructure ate 
especially severe, symbolised in the fact 
that only one very poor 2-lane road and 
one single track railway line connects the 
capital and Ho Chih Minh City. Power is 
a continual problem. 

Apart from dealings connected with oil 
exploration, foreign investment has been 
sluggish despite increasingly favourable 
terms. It will continue to be so while 
Washington maintains its current economic 
embargo (Honda, fearing the imposition 
of penalties in the US market, pulled out 
of its Vietnamese motor cycle project). 
The embargo blocks most bilateral and 
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multilateral aid programmes as well as 
foreign bank loans. What foreign invest¬ 
ment has occurred has tended to be by 
small and medium sized companies from 
Tkiwan, Hong Kong, Korea and Japan (in 
fish and food processing, timber and 
textiles). 

But there is great promise, despite the 
problems, and those who see Vietnam as 
capable of repeating the experience of 
Guangdong in China are not hopeless 
Utopians. Yet, the transition is bizarre. The 
slim and graceful young women whose 
mothers split their nails and cut their 
hands to haul artillery pieces through the 
paddy or down the Ho Chih Minh Trail 
through Cambodia or through the laby¬ 
rinth of tiny tunnels approaching Saigon, 
now wear long gloves against the sun as 
they ride their scooters in the Saigon 
streets. The conical hats are still 
everywhere and the green topees, ubi¬ 
quitous symbols of that ragged army of 
heroes. But the preoccupation is now with 
the fast buck. Coca Cola is everywhere. 
The present is everything. The past can be 
postponed. 

» » * 

What will happen to the politics? The 
great decentralisation of power in 
Vietnam—as in China—suggests a com¬ 
petitive pursuit of economic expansion 
which makes the political penetration of 
the market much greater. It is symbolised 
in Guangdong by radical debureaucratisa- 
tion. There is far to go in Vietnam. The 
country is still festooned with cobwebs of 
tedious and useless regulations—police 
permission is needed to move between 
provinces, police registration required on 
arrival, entry and exit visas required. And 
each regulation requires the appropriate 
rent of dollar fees and photographs (one 
host suggested the whole racket was a 
carve up between the immigration depart¬ 


ment and private pho to gr aphe r s ; when I 
told him Spain had over 40 million 
tourists a year, his eyes sparkled at the 
photography profits to be made). 

The upsurge of prosperity—and espe¬ 
cially the radical improvement in food 
supplies—has silenced much complaint. 
But the government treads warily, with¬ 
drawing when substantial opposition is 
promised. This year, the harvests look 
good and food prices should decline to the 
advantage of the vulnerable: There has 
also been some relaxation in the terms of 
inner party debate for its 2 million 
members, and some liberalisation of the 
press. 

But police power continues as succes¬ 
sive Amnesty Reports show. The govern¬ 
ment knows that if it opened the borders 
as it did once before (and as Cuba did), 
hundreds of thousands would take a 
chance on becoming Boat People rather 
than risk staying. Nearly one million fled 
last time. A whole quarter of Hanoi emp¬ 
tied. A giant Chinese Buddhist pagoda 
still stands there, once no doubt an ob¬ 
ject of great pride to the dignified Chinese 
Vietnamese burgers who built it. It is now 
a kindergarten for those who moved into 
the empty houses. For all the world, it 
reminds one of synagogues in old Berlin. 

A girl stands at dawn, waist high in the 
paddy, holding a snub-nosed black buf¬ 
falo, watching our train steam by on its 
way to a different world. Her life will be 
even more transformed than those of her 
parents. Perhaps when she is old, she will 
need to remember the war she did not ex¬ 
perience, or rather to invent it, to create 
the fiction of history out of the grave¬ 
stones that remain. Her good fortune will 
be that she and her fellows will have made 
a land prosperous enough to nurture the 
fictions of history, to escape the cruel im¬ 
mediacy of war and poverty. 
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PERSPECTIVES 


Black Skin, Black Masks 

Alok Rai 


It is evident that on the rebound from the brutalities of I9th 
century colonialism and its denial of significant cultural 
differences, the post-liberal relativists of today Cannot afford to 
recognise continuities, interdependence and interpenetration—in a 
word, similarity. Such an intellectual position is, as it happens, 
well suited to the ideological needs of imperialism in today’s 
world. 


GEORGE STEINER once remarked that 
the viciousness with which the (pre- 
Gorbachev) Soviet state persecuted its 
writers was an indication of the high value 
that the KGB attached to literature. By the 
same token, then, post-modern fiction is 
much regarded by the Indian state which 
banned The Satanic Verses, by the slum- 
dwellers of Bombay and Srinagar, and by 
the politicians who batten on the sterns 
and the State.... It would have been 
wonderful indeed if it were still possible 
to write about The Satanic Verses as just 
another piece of fiction—but alas, tragi¬ 
cally both for Rushdie and his book, it has 
become engulfed by scandal, by the out¬ 
rage perpetrated by the mullahs of 
Teheran. The Satanic Verses is no longer 
the name of a book, it has become the in¬ 
dex of a seismic cultural shock, one that 
has opened up fissures and fault-lines, ex¬ 
posed weaknesses, revealed connections. 

(I am aware, incidentally, that the 
original incident—the ‘fatwa’, the mobs 
bent on arson—had some gross, non-ideo- 
logical motivations. Thus, the Pakistani 
fuss was apparently traceable to the at¬ 
tempts of one Kausar Niazi, better known 
as ‘Maulana Whisky’, to redeem his pickl¬ 
ed Islamic credentials. The great Ayatollah 
Khomeini himself, focusing his divine 
wrath on Rushdie, was in all likelihood 
outbidding a moderate rival as part of a 
domestic power struggle. And perhaps 
most sinister of all, there was the dark 
coincidence between the fatwa and the 
sabotage of Rushdie’s planned visit to the 
heart of darkness. South Africa itself.) 

Even so, and this might well be praise 
that Rushdie receives with grim irony, to 
minimise or ignore the sheer ideological 
outrage that the book is designed to cause, 
with a panache amounting to genius, is 
to do The Satanic Verses no service at all. 
It would be a pity indeed, if we allowed 
ourselves to be distracted by the absurdi¬ 
ty of the fatwa into claiming that the book 


is in fact tamer than it is. It is not merely 
a matter of hoping 10 appease the reli¬ 
gious bigots by arguing that the book is 
“really" about something else—though it 
is that also—or of pretending now that the 
bracing irreverence of The Satanic Verses 
is somehow mitigated retrospectively by 
Rushdie’s absurd ‘conversion’. It is also a 
matter of resisting the assumption of the 
book, of the intentional outrage and the 
potentially invaluable embarrassment, in¬ 
to the available categories, the safe 
dichotomies—between ethnocentricify 
and pluralism, or between free speech and 
its inevitable and arguable limitation in ac¬ 
tual human contexts, or finally, between 
‘east’ and ‘west’. These dichotomies, link¬ 
ed as they are to founs of understanding 
that are by now decidedly outworn, active¬ 
ly prevent recognition of the disturbing 
novelty of the phenomenon itself, of the 
fundamental way in which it has recon¬ 
figured the field of ideological loyalties 
and hostilities, up'-ei some old equations, 
rendered others possible. Thus, one of the 
bitterest aspects of the richly ironic destiny 
of Rushdie’s book must surely be the fact 
that it has brought such joy to racists The 
death-chanting mobs of Teheran and 
Bradford have merely confirmed the worst 
prejudices of the racists. And this avowed 
anti-racist, so clearly marked by the in¬ 
tellectual stigmata of the late 1960s, and 
now forced into the protective embrace of 
the security services, has provided them 
the licence to taunt and torment Asian 
children—while of course, and simul¬ 
taneously, laying claim to the superior 
heritage of western liberalism and of 
Christian charity. Much of this is simply 
beneath contempt—the familiar hypocrisy 
of a civilisation that has yet to come to 
terms with its colonial past and its im¬ 
perialist present. The cost of keeping 
Rushdie safe from the assassins is a 
modest but serviceably contemporary ver¬ 
sions of the ’white man’s burden—it 


enables the unfettered exercise of contem¬ 
porary forms of brutality against those 
undifferentiated others-4\mbsI^-who are 
such a manifest threat to what must, by 
implication, be ‘western’ virtue; 

However, it is the predicament of the 
pluralist-liberals, terrified of the chaige of 
ethnocentrieity. breathing the easy air of 
relativism, that is more intriguing: the 
‘east’ is, after all, another place, and ‘they’ 
do things differently there. (I am remind¬ 
ed of the American diplomat who excul¬ 
pated the annihilation of the people of 
Vietnam on the grounds that the Asian 
attitude to death was philosophical, or 
well, fatalistic—at any rate, not quite like 
‘ours’.) It is evident to me that, on the 
rebound from the brutalities of 19th cen¬ 
tury colonialism and its denial of signifi¬ 
cant cultural difference, the post-liberal 
relativist of today cannot afford to recog¬ 
nise continuities, interdependence and 
inierpenetration—in a word, similarity. 
Such an intellectual position is, as it hap¬ 
pens, well-suited to the ideological needs 
of imperialism in loday’s world. Even as 
(he international nei of debt and bondage 
and the unequal exchange of commodities 
grow ever tighter, the intellectual resources 
whereby such a world might even be com¬ 
prehended, are inhibited and paralysed by 
the fear of ethnocentrieity. While the real 
world in which people live and work slips 
irresistibly into the homogenising maw of 
internaiional capitalism—one world!—the 
ability of contemporary intellectuals to 
even conceptualise this world except in 
terms of an infinite and incommensurable 
plurality is fast disappearing down the 
vortex—or plug-hole—of post-modernist 
theorising —many worlds! Thus, it may be 
safely predicted that imperialism too must 
be due for a contemporary and sanitised 
incarnation as ’post-imperialism’. Even 
though, and perhaps because, the wench 
be a-dying, the third world is definitely, 
and you better believe it, another coun¬ 
try. And all that remains of the utopian 
aspiration of liberalism is the cultivation 
of ever narrower gardens, each one— 
country, culture and individual -kioing its 
own thing’. ‘One world' ruled by the diktat 
of the IMf- is what the internationalist 
dreams of the last century have come 
to—and the humanist respect for diversity, 
which was learnt but yesterday, is dwindl¬ 
ed into the laid-back callousness of post¬ 
modernist pluralism. There is further, one 
need hardly add, an irreducible similari¬ 
ty between the 19th century racists’ con¬ 
struction of ‘primitive non-whites’ and the 
‘eastern non-rationalisms’ of the post- 
liberal, pluralist kind. 
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However, if the present-day inheritors nient rationality and those ‘fundamen- sies—it is associated just as strongly with 

of Voltaire .aid Diderot have forgotten talisms’ which are seeking to reappro- the manner in which the world of moder- 

their universalist heritage, Khomeini and priatc the world. However, I would argue nity and science and enlightenment— 

his successors have a surprise in store for that liberalism needs to recover some of rationality is mediated to the newly emer- 

them. Because the mad mullahs are truly its original universalising energy. For, if gent populations in the form of hi-tech 

and avowedly out to appropriate and it consents to become merely another turn weaponry and a loud, glossy heartless- 
transform the world. Thus, in November in The Great Post-Modern Variety Show ness. Thus, to summarise brutally: the 

1979, Tbheran Radio broadcast Ayatollah then it will surely deserve its inevitable price of Bush's demonstrations of his un- 

Khomeini’s chilling “hope that the general doom. The next stage is to argue that the wimpishness will be paid also in the fester- 

Islamic mobilisation will become a model humane concern that motivated the ing alleys where Hindus and Muslims will 

for all the meek and the Muslim nations original universalising spirit has mutated kill each other. And, meanwhile, third 

on the globe, and the 15th century of He- into a lax cultural relativism—the ‘post- world theoreticians, high on Fanon and 

jira will be a century of the smashing of modern’ tolerance of difference—and, Foucault, will detect signs oT Bakhtinian 

big idols and the substituting of Islam and more controversially, to suggest that there carnival in the post-modern discursive 

monotheism for polytheism and atheism, is a fundamental continuity (complemen- space. 

and of devoted men for cultmekss can tauty, interdependence) between the moral The colonial trauma, and the cultural 

nibais”. It is unlikely that they will settle nihilism that appears to bean inescapable consequences that have followed in its 

for a cosy regime of pl.nalist variety, in unollary ol that post-modern tolerance wake, are central to Rushdie’s experience 

which the dead die oM stage, aiui misery and the brutal intolerance of the hit of the world. (There is, incidentally, a cer- 

is merely something, that bieaks the squad. To come to the point bluntly, there tain subliminal sense of contradiction bet- 

monotony of the glows commercials on is an inexorable connection between ra- ween Rushdie’s international currency as 

the TV screen, home ally, then, it might (tonality and power—and the demonstra- a glossy fabulist, and his pertinence with 

well be‘the deadly intransigence of Kho non thereof once had a liberating poten- respect to the gross—and how!—realities 

meini's zealots which will Lixupel the west, tial which it might still be possible to of the post-colonial Indian situation.) The 

first to rernembet, and then :o oc respon- recover. But pressing this inevitable first thing that must strike anyone who 

sible towards that winch i, most valuable dependence to the point where the dif- thinks at all deeply about such matters is 

in its far from ummxcd legacy. It has, lerence between rationality and power is the inescapability of the whole proble- 

however, become paiticulaily important itself eroded, to the point where rationali- malic of colonialism for ex-colonials and 
after the savage destruction of liaq to in- ty itself is subverted and undermined, poit -colonials <ike Rushdie. As Frantz 

sist that, notwithstanding uie camouflag- subserves only the ideological peeds of the Fanon was to discover, for all his keen 

ing rhetoric, unilateral violence might not powerful. If, under the force of its com- sense of himself as a unique individual, 
be the best method of discharging that plicity with power, rationality is pulveris- he was ineluctably burdened with the ex- 

responsibility. Indeed, that violence only ed, and then only power remains. Final- perience of his people: “I was responsi- 

appears as the other fav e of post-modern ly, then-post-modern tolerance’ pro- ble at the same time for my body, for my 

‘tolerance’: Norman Schwarzkopf and duces, at one level, the possibility of alter- race, for my ancestors” From time to time, 

Paul de Man are merely two sides of the native cultiiial assertions, distinct (and in- in countries which have good reason to 

same coin. For what is this ‘tolerance’, this commensurable?) civilisational discourses, feel ill-used by history, sqndry commen- 
apotheosis of‘difference’, except a con- negritude—‘black masks’. However, the tators, and politico-religious leaders, seem 

temporary version ofthat iraditional’cx moral nihilism that it promotes and to hover tantalising on the edge and even 

oticism’ whereby the experiences of other camouflages, the implicit valorisation of to suggest the possibility of a release from 

peoples were simultaneously devalued and power denuded of rational appeal, also this burden, a return to wholeness and in- 

assimilated. The Texsci breeds’ may be produces the other kinds of ‘black nocence, a blessed state of being in which 

tolerated only so long as they keep to the masks'—the hooded clerics with their the ravages of colonialism and of history- 

rules of the game as defined by their bet visceral and implacable rejection of all the stain of modernity and perhaps of 

ters. If they do not, then, alas, they must that might be suspected of being western, time itself—will fade away and be as 

be civilised—earlier, it used to be with including ‘reason’ itself—and behind nothing, smoke dissolving in the eastern 

dynamite and Christianity, now we make them, the killers, the hit squads. This last air. However, the fact of the matter is that 

do with napalm and fuel-air bombs and manoeuvre—or set of predictable ideo- colonialism cannot simply be ‘put aside’, 

a canting internationalist rhetoric that logical linkages and slippages—might well Quite apart from the comprehensive 

doesn’t fool even Americans However, the not be of much consequence to the material damage, one carries the coded in¬ 
moral predicament —or, in my terms, the glamorous theoreticians of the first world, scription of the unequal colonial relation- 

default—of western ‘relativists' is not to safe behind the video-processed violence ship in the deepest recesses of one’s be- 

my present purpose. I wish to turn to their of the Manner But that it should be in- ing. Thus, Fanon was an eloquent analyst 

‘eastern’ counterparts—the ones who lie visible to the vauntedly advanced sectors of the twists and turns of the dialectic of 

on the other side of the alleged abyss of of the third world intelligentsia is un- the post-colonial consciosusncss, in which 

‘otherness’. forgivable. Fundamentalism is, after all, betrayal and inauthenticity are a constant 

it is a tricky argument that 1 am seek- only a minor irritant for westerners—it danger, and appear in bewildering and 

ing to make here —and it might be best if prevents them from taking their holidays unsettling disguises. The ‘blackness* con- 

I were to spell it out, baldly, at the very in certain parts of the world, some of the tinues to seep through, and around the 

outset. The first, and least controversial time—and it can be turned to good ac- edges of the ‘white’ masks. And, our 

step is to suggest that there is a fundamen- count, as in Saudi Arabia. However, the subsequent experience teaches us, the 

tal difference between the universalising third world liberal intelligentsia—in some black ones too. 

impulse associated with enlightenment ra- sense, citizens of the world, out of synch One generation on, one can see that it 
tionality and the global vision of the con- everywhere—have to pay its cost in their isn't even a matter of throwing off masks, 

temporary multinational coiporation— daily lives. In my mind, fundamentalism of rejecting the poisoned 'white? identities 

quite as fundamental, and somewhat less is associated not only with smelly cc- which are on offer—marked by an ineme- 

obvious than the one between enlighten- clesiastics tangled up in medieval fanta- (liable inadequacy, like the passports 
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of Kenyan Asian* and the Hong Kong 
Chinese; who find themselves inexplicably 
rejected by the ‘mother country*. But there 
is no escape in asserting negritude and 
black-is-beautiful either. For, instead of 
serving to overcome the damning inscrip¬ 
tion, the ‘black’ assertion only declares 
and proclaims it. The black mask no more 
declares the tortured and necessarily 
faceless identity of post-colonial man than 
does the white one that he occasionally 
learns, with some difficulty, to cast off. 
There is, after all, no easy liberation from 
the deep and comprehensive violence that 
imperialism has wrought, and continues 
to wreak, upon the non-white peoples of 
the world—except through a sincere and 
thoroughgoing recognition that it might 
well be impossible. Then, in the magical 
wonderland of the psyche, just when all 
seems lost, a path might open, light break. 

Blundering about in the post colonial 
dark, certain theorists of post-colonial 
culture have, for all their apparent radica- 
lism, counselled retreat from the inevitable 
engagement with modernity, with the 
challenge of our one and only world, in¬ 
to some version of indigenism. Thus, they 
have enthusiastically fallen prey to the 
west’s proffered dichotomy ol Prosp- ro 
and Caliban:' 

Because we hate you, anil 

Your reason, we claim kinship with 

dementia praccox, with flaming madness 

with tenacious cannibalism 
It is a measure of Rushdie’s achievement 
that this Caliban dares to break the dance, 
the civilisational pas de deux. Far from 
cursing, he engages the west in cool, 
measured, elegant prose. Fanon under¬ 
stood that “little Crusoe, abas Prospero”, 
needs a Caliban who curses, who can do 
naught but curse: “Nothing is more 
astonishing than to hear a black man ex¬ 
presses himself properly, for then in truth 
he is putting on the white world.’’ 

The ‘white world’, of course, has other 
ways of digesting this indigestible wog. 
Thus, for most western commentators 
Salman Rushdie has dwindled into a witty 
fantasist, a canny artificer of iridescent, 
post-modern, somewhat obscure fic¬ 
tions—and now a near-martyr to the 
‘western’ values of freedom of thought 
and expression. But it must be particularly 
galling for Salman Rushdie that most of 
his sub-continental readers too seem to 
have missed the point. Most commonly, 
they have noticed the size of his purse, and 
bypassed the seriousness of his argument, 
the fatally easy gencralisability of his 
predicament. 

Apart from the usual ignoble motiva¬ 
tions, this might well have to do with the 
fact that the thrust of Rushdie's argument 
lies rather awkwardly athwart certain 
powerful tendencies of the contemporary 



intellectual scene, lb a significant extent, 
these are tied in with the drift towards 
relatiyism, and the near-universal disillu¬ 
sionment with the complacent reason of 
the positivists. The imbrication of the 
unh'ersalising liberal impulse with capita¬ 
list rationality, whose highest contem¬ 
porary embodiment is the profit- 
maximising multinational corporation, 
has produced, as negative formations, 
whole sets of indigenist and nativist posi¬ 
tions. In fairness, though, it must be 
stated that the ground for this possibly 
regressive tendency has been well prepaied 
by the ideological default of the left. In¬ 
ternationally, apart from trotting out an 
increasingly tired laminin theory of 
economic imperialism, the traditional lei ( 
has had no language for speaking about 
the sense of anguish and injury that is 
widespread in the third world The retreat 
from modernity ;s in great danger of 
becoming a rout - hut the irony is that the 
deserters are regrouping under the stan¬ 
dard of cultural iclativism and post¬ 
modern pluralism This is, I might add, 
entirely understandable. It is also deeply 
alarming, and more than a little ironic. 

Within the country also, the left has 
been a party to the secular rationalism 
that has, for better and for worse, been 
a part of the of I i- lal ideology of the 
Indian national movement and, post-1947, 
of the Indian slate 1 he inadequacies (and 
worse, much worse) ot the official prac 
ticc of secular rationalism hardly need to 
be spelt out. At us best, it has consisted 
of the pious iteration ot the scienfittc 
temper, brave hopes of harnessing tech¬ 
nology in the sci \K.e of men, and not 
merely in the put suit of profit—a sort of 
hymn fabricated from bus and pieces of 
enlightenment dogma And the increas¬ 
ingly preposterous expectation that the 
demons of religion and superstition, the 
barbaric survivals, would simply go away 
and be as naught before the mErch of 
reason. (It is some such hope that undei- 
lies the tactical censorship argument that 
one has heard emanating from the left in 
the context of The Satanic Verses—ii is 
unwise to stir up the religious emotions 
of the people, this sort of attack merely 
serves to set the real struggle back by years 
or decades, etc, etc. lo my mind, such an 
argument is merely part of the ideological 
default, the pattern of rraveness that has 
produced today's vacuous mediocrities, 
trimming energetically in the hope of at¬ 
tracting that elusive electoral majority.) At 
its worst, the state’s secular rationalism 
has got associated with the brutal refusal, 
to recognise the specificities of belief and 
practice wherein and whereby people live 
their lives, and expresses itself alive in the 
technological destruction of fragile en¬ 
vironments, and a rhetorical commitment 



to values that neither have, nor have been 
sought to be given, any real social groun¬ 
ding. Thus, for instance, to take a relative¬ 
ly clinical example, the offidal ideological 
commitment to the “alien’ ‘western’ values 
of freedom and equality and social justice; 
comprehensively betrayed in the practice 
of the state, has become simply synony¬ 
mous with hypocrisy, Even the crusts of 
feudal hierarchy appear more sustaining. 

It is in this context that one must 
understand the Indian intellectuals’ disen¬ 
chantment with secular rationalism—and, 
incidentally, their consequent failure to 
read The Satanic Verses or, what is near¬ 
ly the same thing, their surprising ability 
to see the antics ot the mullahs as an 
‘alternative civilisational discourse’. (The 
intellectual positions that I am lumping 
together in this fashion are, in fact, highly 
nuanced and sophisticated, and this kind 
ot reduction is precisely what they seek 
to reject in their recognition and celebra¬ 
tion of specificity and difference. Still, I 
persist with this shorthand—as short¬ 
hand.) Thus one commentator, writing in 
one of the big (English language) national 
dailies, described The Satanic Verses in- 
t idem as a clash of ‘civilisational values. 
In this cotistruction, ihc dreaded Khomeini 
stood for the east’, and the achievement 
of liberal values and public reason was, 
all too easily, identified with ‘the west’, 
fhe rioting mobs were protesting not 
about a piece of high-modern euphemera, 
but were voicing rather a protest against 
the continued violence ot imperialism, 
which encroached not only upon the 
physical habitats of the poor and victimis¬ 
ed people of the world, but was determin¬ 
ed turthcr 10 trespass upon their mental 
worlds. That there is a certain measure of 
truth in all this appears undeniable to me. 
Though this is a difficult avowal to make 
under Indiay conditions, anything that 
people are willing to die for cannot be 
altogether false. 

That said, however, there are several 
problems with this valorisation of the 
’subaltern' point of view—problems 
which, 1 suggest. The Satanic Verses, both 
the hook and the scandal, might help to 
bring into focus. (That ‘subaltern’, I 
suspect, may need to be glossed. The work 
of the new historians, which seeks to 
redress the ‘elitist' bias of the traditional 
historians, both British and Indian, by a 
deliberate attention to the voice of the 
marginal classes, which is often heard only 
in the evasions and the suppressions of the 
•privileged’ official archive, goes by 
the collective appellation of Subaltern 
Studies, after Gramsci. In the interna¬ 
tional context, it is the countries of the 
third world that may be deemed ‘subal¬ 
tern—for though they are not quite silent, 
ihey are but rarely heard.) At the most ob- 
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vious level, the implicit and organising 
dichotomy of 'east’ and 'west' accepts too 
easily the surely contentious western claim 
to ‘western’ values. The rulers of South 
Africa, aided and abetted by the white 
powers, are after all, avowedly energetic 
in the defence of western values. And the 
desolation of South America, like the 
pounding of Iraq, is a poignant testimony 
to the depth of the western commitment, 
to the ideals of the enlightenment. Fur¬ 
ther, u simple east-west dichotomy serious 
ly underestimates the extent to which, 
under the modern regime, ‘east’ and ‘west’ 
are present in each other. Thus, the emer¬ 
gence of various ‘eastern’ phenomena— 
including Ayatollah Khomeini—might 
plausibly be attributed to the actions of 
the great satan of the west in an earlier 
generation. In the sub atomic world of in¬ 
ternational politics, the toppling of 
Mossadegh in post-war Iran by threaten 
ed Anglo-American oil interests, may be 
said to have, through a series of deter¬ 
minate effects, begot Khomeini and the 
fatwa. Less directly, it is the constriction 
of the west-dominated international eco¬ 
nomy that preserves large parts of the 
world in conditions of barbaric poverty, 
and so creates fertile conditions for the 
emergence or recrudescence of correspon¬ 
dingly brutal ideological reflexes. 

However, tnc worst effect of the shallow 
crystallisation of ‘east’ and ‘west’ is the 
fact that it suppresses the politics, the 
necessary ideological struggle that is im¬ 
plicit in defining an essential ‘east’. As I 
have already indicated, the attempt to 
create an alternative, indigenist, (‘post- 
rational’?) space is one that can be under¬ 
stood and even justified. However, strange 
things happen in the dialectic between 
post-colonial reality and the post-colonial 
consciousness of that reality. Thus, sen¬ 
sitive attention to—and an explicit or im¬ 
plicit legitimation of—certain traditional 
beliefs and practices appeared innocent 
enough. Then, but a few years back, a 
young widow named Roop Kanwar was 
publicly burnt to death, in the presence 
of reverently taurderous mobs and 
Sanskrit-chanting priests, in a village in 
Rajasthan. Suddenly, the ‘subaltern’ lost 
its innocence,, and was discovered to be 
complicit with very ugly emotions and 
practices'. Those, who had romanticised 
the primitive and the indigenous on a 
recoil from the discontents of civth 
sation—from secular fnqdernism and in¬ 
strumental rationalityv^now had to con¬ 
tend with the discontents of barbarism, 
too. The fact is that the terrifying violence 
and anomie of the last few years have pro¬ 
duced a comprehensive crisis of under¬ 
standing: for the ‘nationalist: ’ with their 
precious but not quite ‘naticr.al’ move¬ 
ment, which has begun to appear sus¬ 


piciously like a vehicle for replacing a 
scavenging colonial elite by an indigenous, 
black one; for the 'progressives’, all but 
drowning with the millstone of 30s Marx¬ 
ism that they feel compelled to carry, 
bewildered by the perverse sluggishness of 
the obscene ’superstructure’. Because, far 
from retreating decently into the dustbins 
of history where they ought to belong, 
scruffy godmen have reoccupied the 
public space, and claimed the allegiance 
of those very classes which ‘progress’ has 
spawned. 

But the crisis of understanding must ex¬ 
tend also to the ‘subaltern’ super-radicals. 
No one would deny the force of their criti¬ 
que of traditional history, or the scholar¬ 
ly as well as humane value of their seek¬ 
ing out and articulating the silent presence 
of the masses in history, the force and 
salience of their constructions of our com¬ 
mon world, of their beliefs and supersti¬ 
tions. Even so, the barbecue at Deorala 
ought to have been, at least, an embar¬ 
rassment. And if that were insufficient, 
the rioting mobs have been out, and 
about, in a veritable carnival of 'move¬ 
ments from below’. There has been a tru¬ 
ly horrific upsurge of inter-communal 
violence, here called simply, and confus¬ 
ingly, ‘communal’. On several occasions, 
notably in Meerut and in Bhagalpur, the 
horror of the violence has been com¬ 
pounded by the fact that the police, osten¬ 
sibly the peace-making arm of the ‘secular’ 
state, has been indistinguishable from 
Hindu rioters, rapists, murderers. And, on 
the other hand, there have been hearten¬ 
ing instances of anonymous heroism, in 
which individuals have defended their 
friends and neighbours against their co¬ 
religionists. But, even so, the ‘subaltern 
secularism’ that one is beginning to hear 
murmurs about still appears like some¬ 
thing of a wishful thought, a consolatory 
fiction. However, it is doubtful if the in¬ 
tellectual disturbance that the widow¬ 
burning should have caused lasted even as 
long as the smell of charred flesh did in 
Deorala—the village that was, like the An¬ 
dy Warhol groupie, ‘famous for a day’. 
The comfortable dichotomies soon re¬ 
asserted themselves, and a pall of com¬ 
prehensibility descended over what should 
have remained strange and shocking, 
perplexing and full of portent. 

Meanwhile, in this climate of compe¬ 
titive ’religious’ frenzy, it was hardly sur¬ 
prising that the threatened reputation of 
Allah the merciful, and his exclusive 
messenger, brought the mobs out again, 
despite the fact that the government of 
India had already, in act of canny craven¬ 
ness, banned The Satanic Verses even 
before the Tfcheran mullahs had .got 
around to reading the ditty bits. Some 
protest there was, against this surrender 


to religious bigots. (Some of this came, 
not surprisingly, from the bigots of (he 
rival company—the Hindus who, though 
quick enough to rally to the defence of 
their ‘gods’ were, temporarily, converted 
to a belief in the freedom of speech. And 
a little, be it said, from the endangered 
liberal minority.) But this was drowned, 
on the one hand, by the clamour of the 
faithful, and on the other, by sneers at 
*armchair liberals’. These muclf-reviled 
creatures had, it was alleged, once again 
displayed their ‘western’ affiliation, their 
insufficient rootedness in indigenous men¬ 
tal realities, their inadequate awareness oi 
the depth of the people’s religious emo¬ 
tions. .. Interestingly, most of this came 
from those very people who should have, 
ideally, themselves have been the guar¬ 
dians of liberal values. In a frenzy of nar¬ 
cissistic guilt, the elite indigenists simply 
volunteered the pass to those who claim¬ 
ed to speak on behalf of tradition’ and 
a mythical ’people^to the Shankara- 
charyas and the Imams. High on Foucault 
and other relativising fixes, the ‘armchair 
indigenists’ failed to see that the issue was 
not really about a distant text at all, it was 
about murder at the cross-roads, in th( 
puuiu. v- Not so much the right to 
believe, but rather the right to enforce 
belief, with deadly sanctions. 

At one level, obviously, the whole 
Rushdie/Khomeini imbroglio is based on 
a massive misunderstanding. Semi-literate 
zealots have been reacting to fragments 
ripped out of richly literary contexts, 
ironies and poignancies have been missed 
wholesale, and the entire resonance and 
complexity of the novel has been lost. As 
Rushdie himself rightly regrets, the very 
people who are out in the streets, burning 
books they have not read, could in 
another world, have felt grateful to an 
author who had treated their experience 
of the world, their perspective on the 
phantasmagoria, with such sensitivity and 
respect. The pain of Southall and Brick 
Lane and the desolation of Bradford... 
the flicker of garish Bombay video in over- 
furnished rooms while the British rain 
weeps mercilessly outside the window... 
the bewilderment of earnest, upwardly 
mobile sub-continental parents as they 
struggle to deal with the consanguineous 
punks who sprout so alarmingly amidst 
the greedily accumulated consumer dura¬ 
bles. .. Rushdie has treated of all this with 
sympathy as well as sensitivity. 

However, at another level, and Rushdie 
knows this as well as Khomeini’s zealots, 
whereas the ‘misunderstanding’ may be 
genuine as well as tactical, underlying it 
there is a genuine understanding. For, 
beneath Rushdie’s exploratory openness 
to the ambiguities of experience; his sym¬ 
pathetic understanding of the hunger for 



spMnifclty that makes us both better and 
worse than we would otherwise be, the op¬ 
position on which The Satanic Verses is 
founded is fundamental and irreconcila¬ 
ble. It is, and must be, a Tight to the 
finish—between otherworldly cop-outs, 
which are all more or less dishonest with 
respect to the injustices of this sub-lunar 
world, between abstract essence which 
pulls away from this world, and a mature, 
wise, this worldliness, a recognition and an 
acceptance of our fallen, mongrel selves. 
The other face of this 'tolerance—only 
apparently similar to glamorous post¬ 
modern pluralism and its third world pro¬ 
geny, black-masked indigenism— there is 
a politics, an averred responsibility to the 
here and now, an implacable (if also 
understanding) rejection of the politics of 
millenarian abstraction that is the stock- 
in-trade of those who live off promising 
jam the day after tomorrow and deferred 
heavenly bliss. It is this implicit politics 
that Indian commentators—as distinct 
from Khomeini’s zealots—have so signally 
failed to notice. Rushdie matters in a 
much more immediate sense than western 
commentators can be expected to know 
or care about 

Among the small, personal gear, the 
minimal icons that Salman Rushdie 
managed to smuggle out of his former life 
into the bizarre shadow existence that he 
now leads, he mentions a silver token, a 
small plate inscribed with the map of un¬ 
divided pre-1947 India. It is an emblem 
whose pathos is likely to escape many of 
his western readers. In order to explain 
what this significance might be, to indicate 
what the idea of India, delicately cele¬ 
brated in Rushdie’s silver icon, might 
stand for, I must narrate an encounter. 

An encounter, in fact, with the idea of 
Pakistan. A couple of years back, at a 
seminar in Delhi, some routine expres¬ 
sions of regret on the part of various 
Indian participants for the tragic dis¬ 
memberment of 1947, and the harrowing 
violence that both prepared and accom¬ 
panied it, brought forth an unexpectedly 
sharp response from an eminent Pakistani 
historian (hereafter EPH) who happened 
to be there. A little background is perhaps 
necessary in order to understand the im¬ 
plications of the contretemps. The 
seminar—on ‘Nehru and Modem India*— 
was taking place in the immediate after- 
math of a ‘communal riot’ in Budaun, in 
which, as always, discriminate violence 
bud been wreaked upon innocents, some 
Hindu, mostly Muslim. The mood of 
helpless regret in the face of a fratricidal- 
ly divided polity, which underlies the In¬ 
dian intelligentsia’s awareness of their 
country, is particularly strong on such oc¬ 
casions, and ‘1947’ takes on the 
lineaments of the original trauma, the 


cataclysmic event which rendered the 
dream of an India in which, as in centuries 
past—or so the optimistic myth went— 
different sect s and religions had lived 
more or less at peace with each other, vir¬ 
tually inaccessible. This is not the India 
that is Bharat, but an India before the im¬ 
agination of Pakistan. Understandably 
enough, the EPH was not amused. The 
ensuing catechism was tense, but il¬ 
luminating. So, I prodded him, how 
would he describe 1947? The birth of 
Pakistan. And the dead of 1947? He 
shrugged his shoulders—small price to 
pay. . The dead of Budaun, f insisted, 
Muslim and Hindu, sacrificed on the altar 
of allegedly irreconcilable religious dif¬ 
ference? That's your problem. That people 
of different religious persuasions could 
never live at peace with each other, but 
must continue to murder and pillage .-"id 
rend and gore one another until i.i the 
lands and peoples are reconfigured into 
zones of purity was an article of faith with 
him—the ineluctable ground on which 
alone the idea of Pakistan could be sup¬ 
ported. It become equally obvious to me 
that the only way that India could be im¬ 
agined was as a political entity which 
celebrates and draws strength from its 
diversity, its hybridity. And perhaps 
Pakistan, too—but that is another story. 

In the recent piece, ‘In Good FaitIT, 
written on the occasion of what 1 am 
reluctant to start serialising as the first an¬ 
niversary of the fatwa, Salman Rushdie 
has drawn attention to an aspect of The 
Satanic Verses that, even as it amplifies 
the significance of his silver icon, has a 
particular relevance to the India of reality, 
of violent hatreds and of purist fanatics. 
“The Satanic Verses", Rushdie writes, 
“celebrates hybridity, impurity, intermingl¬ 
ing, the transformation that comes of new 
and unexpected combinations of human 
beings, cultures, ideas, politics, movies, 
songs. It rejoices in mongrelisatton and 
fears the absolutism of the Pure” Nirad 
Chaudhuri was perhaps merely sneering 
wnen he wrote that India, far from being 
the cradle of civilisations, was only their 
graveyard. But there is a potentially 
valuable sense in which the special distinc¬ 
tion of this plot of earth might well be the 
fact that here the dust of countless peoples 
and cultures, conquerors and camp- 
followers, of all who ventured here and 
stayed, has mingled promiscuously with 
that of their hosts and their victims over 
countless centuries. The idea of root¬ 
lessness, of hybridity, cannot be some¬ 
thing to be escaped from in this unique 
cultural context—it is a destiny that must 
be embraced. The search for roots, for 
cultural authenticity, for the virginal fount 
of one’s being as a people is understan¬ 
dable enough. It is also, at least in the 
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Indian context, deeply alarming, fhpt it 
is perhaps fitting that the twisted cross oi 
Hitler’s sick Aryan fantasy should be a 
resonant Hindu symbol of purity—and 
one that signals intolerance to India’s 
numerous minorities. In this kind of 
charged cultural context, the invention of 
tradition cannot be the lightly optative ex¬ 
ercise that it might be elsewhere. For we 
are much beset by the gravity of being. 
But perhaps there is sanction here, in this 
promiscuous and dusty heartland of 
cultures, for that ultimate metaphysical 
revelation—that we might be, after all, not 
even the pilgrims of eternity, tending 
somewhere, but merely its nomads, 
wandering across deserts that are as much 
within as without, towards oases that are 
perhaps less without than within. 

Rushdie has much to say about these 
matters—and he does it with consistent 
wit and imaginative brio. But the isola¬ 
tion of Ayatollah Khomeini’s most 
famous prisoner-at-large is matched by 
the bizarre and seemingly permanent car¬ 
nival in which his book is trapped—as in 
a bitter Bunuel fantasy. Of course the 
hooded killers are there, but there are 
others also—and they are at their deadliest 
when they don the disguise of ordinari¬ 
ness, almost, indeed, of affinity. While 
Rushdie’s western friends seem commit¬ 
ted to light post-modern variations, his 
fellow sub-continentals—or perhaps more 
precisely, his subcontinental fellows—are 
unable to shed their black masks, their 
celebration of ‘civilisational difference’ 
and of different shades of negritude, and 
recognise that but for the accident of 
genius, Salman Rushdie, e’est moi. Or, still 
in others’ words, send not to know for 
whom the death squads roam... 

[I wish to put on record my gratitude to Don 
Miller of Melbourne University who original¬ 
ly commissioned the article for the Rushdie 
number of Third Text in his capacity as guest 
editor. However, Miller confessed that he fail¬ 
ed to overcome the stubborn resistance of the 
editor of Third Text, one Rashecd Araecn, to 
publishing the article finally. This failure, em¬ 
barrassing for Miller—and hurtful for the 
author—nevertheless provided a graphic il¬ 
lustration of the thesis contained in the article 
itself: that it isn’t only terrorists who wear black 
masks. The intellectual economy of ‘post¬ 
modern' imperialism requires that some third 
world ‘radicals' resident in white placet 
also do.j 
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REVIEWS 


Missing Equation 

Kanjil Sau 

Pricing ami Inflation in India by I’ukipre lialakusiinan; Oxford University 
Press. Delhi, 1991; pp 271 t \x. Rs 27S 


THE book under review is a \eiy wi-U.mic 
addition to the literature on inflation in 
India. It employs state-ol-tlie .111 
econometric methods on a data sit ih.il 
covers three decades ending I')/9 SO It com 
bines scholarship with pcnepiion and 
diligence. The test ewer lias leai rit a great deal 
from reading the book, he uses it in his 
research and teas lung. He mules others to 
do SO. Having said that, in what follows sve 
shall concentrate on tdatively controversial 
parts of the book. We shall begin -xitli a 
technical matter of econometric method. 

David Hendry [I98fi[, A W Phillips |I957], 
J D Sargan |I964|, and their colleagues at 
the Ixmdon School of Economics, among 
others, have fashioned a power ful procedure 
in econometrics It is known as the l.SE 
approach [see Gilbert (19891) Incorporating 
an error-correction device is a core element 
of it. Balakrishnan says tn the Introduction; 
“white I adopt an eclectic (though no less 
consistent for that) approach to analysing 
the economy, my use ol econometrics 
displays adherence to a distinctive style, it 
not method. It can be seen to stem from 
what is recognised as the ‘LSL approach' . " 
(pp xvii-xviii). Indeed, erroi-correction equa¬ 
tions abound in the book. 

Now, common sense tells us that if theie 
is any ‘erroi correction' median,sin there 
must exist a prior puxess of ‘enor- 
cognition’. In more concrete terms, if India's 
industry has an error -correction equation, 
as Balakrishnan claims to have estimated, 
it must also have what may lie called an 
error-detection system, in the first place He 
regresses the first-difference of output in 
logarithm, and observes; “The estimate 
points to significant error correction due to 
the deviation of industrial production and 
its non-price daerminants from their steady- 
state relationship, given the price term” 
(p 126). But we are not told what precisely 
that steady-state relationship is, and why. 

It is our understanding that the steady- 
state relationship has to be specified and ra 
tionalised before anything about deviation 
from it can be meaningfully conceptualis¬ 
ed. Balakrishnan implies, it seems to us, that 
equality of industrial and agricultural 
outputs, in logarithm to be precise, is their 
steady-state relationship (p 126). If so, the 
logic of it has escaped this reviewer. A 
similar observation can be made with regard 
to several other so-called error-correction 
equations that the author has reported. 

It may be said that this work has been 
informed by only one-half of the currently 


developing new school of econometric prac¬ 
tice that has shifted attention, let us men¬ 
tion in passing, from erstwhile grandiose 
economy-wide model-building to estimation 
ol more modest scope. According to Engle 
and Granger [1987|, an error-correction 
equation has an associated companion in the 
form uf a ‘cointegration' relation. The 
former derives its existence and meaning 
only from the latter (sec also Engle and Yoo 
[19871 for the test of cointegrated systems). 
In the absence of a well defined cointegra¬ 
tion relation the so-called error-correction 
equation is merely an ad hoc constiuction, 
disconnected from any rationale. Bala- 
krishnan has given us only the error- 
correction equation, but not the accompa¬ 
nying cointegrated regression. Besides, it 
remains to be shown by him that the 
residuals of the relevant cointegration equa¬ 
tion are a stationary series by the Dickey- 
Fullcr criteria. On grounds of econometrics, 
therefore, the author’s arguments, in our 
view, aie incomplete. 

We now come to economics. The story 
begins with the hypothesis that in this two- 
sector economy agricultural prices are 
market clearing, while industrial prices are 
cost-determined with a simple mark-up. This 
is quite a familiar assumption This very 
postulate sets the tune for the evolution of 
the model Obviously, demand gets no room 
to bear upon industrial prices Firms are 
supposed to have adequate wcess capacity 
to meet any level of demand, it should not, 
therefore, conic as a surprise if the govern¬ 
ment's budget deficit, or expansion of 
money supply, finds no place in the infla¬ 
tion here. Of course, this theory would be 
soon put to an ‘encompassing tc«t’ (another 
feature of the LSI- approach) in relation to 
its rival. To that wc shall return in a moment 

By contrast, one might surmise that agri¬ 
cultural prices, being market clearing, ought 
to be sensitive (o the ‘real baldtise'. Fuiu-w- 
ing Frankcl [1986], Balakrishnan does 
estimate the real balance effect. Howevu, lie 
concludes; “The money supply terms appear 
with negative coefficients. The F-value im¬ 
plies that the null hypothesis that the money 
supply terms are not statistically significant 
cannot be rejected" (pp 92-93). Thus, 
another door is closed on the face of real 
balance effect. This time it is on account of 
low F-value, and wrong signs of regression 
coefficients. 

But it must be noted that the dependent 
variable in his equation for real balance 


effect (p 92) is the relative price of 
agricultural goods, as distinct from the ab¬ 
solute price, lb be sure, Frankel [1986] is 
cited as precedent; but it is no consolation. 
The Pigou effect of real balance deals with 
the absolute price, not relative price. The 
author's statistical exercises on this score are, 
therefore, non sequitur. 

Balakrishnan’s 'nested encompassing test’ 
of rival theories of in Dart on in India is 
interesting. He considers two models: ‘struc¬ 
turalist’ and ‘monetarist’. The structuralist 
model, in essence, has six equations 
(pp 11-17). The author is careful to forewarn 
that the “subsequent empirical investigation 
does not conform to every aspect of the 
model” (p 11). Indeed, his econometric ver¬ 
sion of the structuralist model of inflation 
has five equations which are collapsed into 
one for testing (pp 193-94). The monetarist 
model, by contrast, has just one equation— 
the good old quantity equation (pp 180-85). 

The structuralist model, as it is, does not 
have any explicit asset market, while the 
monetarist model, likewise, has no goods 
market. Apparently these are indeed good 
rivals, cast in the mould of mutual ex¬ 
clusiveness. Balakrishnan with his nested en¬ 
compassing test finds that the structuralist 
model ‘encompasses’ the monetarist model, 
and not vice versa (p 196). Hence he rejects 
the monetarist explanation of inflation in 
India and accepts the structuralist one as 
more comprehensive and powerful. 

At one level the structuralist and the 
monetarist theories arc exclusive rivals, no 
doubt. But the actual economy may be bet¬ 
ter described by something in between. In 
that sense the two may be complementary, 
specially in view of the fact that the former 
is more directly concerned with the relative 
prices while the latter is entirely devoted to 
the absolute price level. One wonders 
whether an appropriate syndesis of the two 
theories could be more illuminating for the 
Indian economy. 

In other wotds, can there be a third model 
which recognises simultaneously both the 
markets: goods, and assets? Due, by the 
Walias Lxtw, equilibrium in one ensures that 
in the other. But the point is that the ex¬ 
igence and interdependence of the two 
markets are not to be ruled out a priori. For 
illustration wc may say that a sort of Keyne¬ 
sian model could be a strong candidate for 
this vacancy, being, emboldened by the 
author’s own inference, in another occasion 
in the book, that “the demand for money 
in the Indian economy is interest elastic” 
(p 166). Raj [1966] might well be a reliable 
pointer to that third dimension. We should 
perhaps withhold our judgment on the fac¬ 
tors for inflation in India until and unless 
such a third model is formalised and toted 
along with the other two. 
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The book alsofigs an eluant analysis of 
rage formation in India's industry. TWo 
ihannds are explored—the demand-oriented 
fillips curve and the cost-of-living related 
real-wage resistance’ hypothesis. Statistical 
•vidence tends to favour the latter 
pp 145-58). 

V*t have kept the review brief and terse for 
he convenience of busy readers. I greatly ad- 
nire this thought-provoking book that has 
ict a high standard for econometric research 
n the country. There are many other positive 
hings that can be said about it. Let me sum 
ip by saying that no serious student or 
eacher of economics in India can affoid to 
werlook this brilliant book that has a wealth 
if data and a mine of insights. 
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Genius and Society 

H Jamva 

die Man who Knew Infinity: A Life of the Genius Ramanujan by Robert 


Canigd; Rupta & Co, 1992; pp 438 

IFE sketches and biographies of Ramanujan 
ave been written before, for example, see 
lardy ]1) (especially the Foreword by 
’ P Snow), Hardy [2] (the sketch by Scshu 
»«r) and Ranganathan [3). However, the 
iography under review is remarkable for 
rveral additional features. 

The author has done painstaking work to 
nderstand the cultures of both South India 
nd Britain around the turn of the last cen- 
iry. He has also tried to understand the dif- 
cult discipline of mathematics to give the 
taders a flavour of Ramanujan’s mathe- 
latics. The author has done a great service 
i the reader by preserving his source 
lalcrial in the form of references (there are 
early 250 cited at the end) and by extern 
ve cross-notes. 

The book is more than just a catalogue 
f events in the life of Ramanujan. Unlike 
le other biographical publications (most of 
tern skeletal), this book shows Ramanujan’s 
fe in all its vicissitudes. The struggle in the 
eginning for sustenance, the struggle to 
lake himself known as a mathematician to 
ic outside world, the glory, the prizes and 
te final tragedy. According to C P Snow, 
lardy regarded the discovery of Ramanujan 
i, “the one romantic incident in his life” 
1. P 30). 

The outlines of the life story of Srinivasa 
amanujan are by now well known and 
reds no repetition. This book contains all 
tat and much more. The book fills the 
keleton’ with flesh arid blood and makes 
come alive. It shows attain and again how 


+ viii, (hb) Rs 195. 

a few chance happenings would have altered 
Ramanujan's career and he would have been 
perhaps lost to the world. The evenis, the 
stories and the anecdotes are all put together 
very well. 

Some of the events described in the book 
are recorded perhaps for the first time Very 
few people know that Ramanujan once tried 
to commit suicide in England and was ar¬ 
rested by the police. (There is also an 
interesting postscript to this near-tragic story 
which relates to the way Hardy got him off 
the hook.) Ramanujan was extremely sen¬ 
sitive and there is a story of how when he 
spoiled thedinnei that he had prepared for 
some fellow students, he ran away from his 
residence, without any money, and did not 
come back for several days. The book con¬ 
tains many such revealing anecdotes. Even 
the famous story about 1729 gets a new 
twist. It is known that Ramanujan had sent 
his manuscript to two other famous British 
mathematicians and it was only after they 
had sent it back without comments that he 
sent it to Hardy. The author reveals the 
names of these two (one was a geometer and 
another an analyst). Considering that even 
Hardy (who was a number theorist and some 
of the discoveries made by Ramanujan were 
quite familiar to him) initially found many 
of Ramanujan’s results baffling, their action 
was not that unconscionable, it is for the 
first time we know from the book that his 
domestic life (in an extended family) was not 
happy and being of sensitive nature, even 
petty incidents involving quarrels between 


his mother and his wife tormented jhM. 

The other praiseworthy tattire of the 
book is that the author also tries to give * 
flavour of the work that Ramanujan did. 
Though mathematically mature readers 
might yearn for more (for them we would 
recommend the short mathematical bio¬ 
graphical sketch of Ramanujan by G H 
Hardy in |2] a non-mathematician should 
be grateful for the author’s efforts to make 
Ramanujan’s mathematics ‘accessible? to 
them. 

The book does not stop with the death of 
Ramanujan. In a section titled ‘Ramanujan 
Reborn' the am hot describes in some details 
the renewed interest in his work after the 
discovery of ‘the lost note books’ and the 
recent interest in his work by quantum 
physicists and computer scientists. 

One cannot talk of Ramanujan without 
also talking about Hardy. This book, in a 
sense, is also the story (in fact, a mini 
biography) of (his remarkable mathemati¬ 
cian who staked his reputation on someone 
he had never seen, on results whose evidence 
and proofs were missing. 

The author has perhaps tried to present 
the biography of this remarkable genius in 
the context of the current debate in the 
Linited States of America about how milch 
responsibility a society has to nurture the 
talents of an individual. The book reveals 
at everv slop the contributions of both the 
environment and the individual in shaping 
his life, even that of geniuses like Ramanujan. 
Before we describe this particular aspect of 
the hook, we first note that the author has 
gicat empathy and respect for Ramanujan 
(to quote him <p 4): \. .the more 1 learned, 
the more 1, too, came under Ramanujan’s 
spell ’) But he has not tried to gloss over 
the controversial events in Ramanujan's life 
to make the hero of the book come out even 
more heroic. (The fart that Ramanujan con¬ 
tinued doing extremely creative work 
through all the trials and tribulations can¬ 
not but enhance his genius.) The temptation 
to gloss over controversial events was evident 
at many places in Constance Reid's bio¬ 
graphy of Hilbert [5] (see G C Rota’s criti¬ 
que of that biography in [6]). (The readers 
might also like to read the article of Roth 
|4] where he reveals how biographers have 
succumbed to the temptation of fictionalis¬ 
ing Galois' life to show him above reproach.) 
From the book we see that the romance of 
Ramanujan's life needs no embellishments 
for him to emerge a true genius. 

Though the author does not make the 
comparison, one can say that the book tries 
to answer the question: why did Ramanujan 
triumph where Galots failed? The book does 
much more than answer this question. We 
will finish our review by quoting the author 
on the aims and expectations of this work 
(from the preface): 

... It is a story of one man and his stub¬ 
born faith in his own abilities. But it is not 
a story that concludes, genius will out— 
though Ramanujan’s, in the main, did. 
Because so nearly events turn out otherwise 
that we need no imagination to see how the 
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least bit less persistence, or the least bit less 
luck, might have consigned htm to obscurity. 
In a way, then, this is also a story about social 
and educational systems, and about how they 
matter, and how they can sometimes nurture 
talent and sometimes crush it. How many 
Ramanujans, his life begs us to ask, dwell 
in India today, unknown and unrecognised? 
And how maty in America and Britain, 
locked away in racial or economic ghettos, 
scarcely aware of worlds outside their own? 

This is a story, too, about what you do 
with genius once you find a. 

This pretty well summarises the theme of 
the book. One could say that the author is 
exaggerating '.he situation in India at pre¬ 
sent. The current state of mathematical 
development in India is not very good but 
it is not grim. As regards Ramanujan's 
career, even if things had gone further 
'wrong', perhaps like Galois, Ramanujan too 
would not ultimately ‘have been consigned 
to obscurity’. Also the question ‘how many 
Ramanujans... dwell in India today, 
unknown and unrecognised?’ is perhaps less 
relevant than: how many lesser geniuses than 
Ramanujan go unrecognised in India today? 
Geniuses like Ramanujan ate not born too 
often and they usually do get recognised 
(though not always in their life time, as the 
story of Galois reminds us). What is more 
pertinent is that a great many extremely 
talented people never get to sec their talents 
fructify because they are locked in 'economic 
ghettos'. 

Contrary to what would be expected the 
author docs not put too much blame on con¬ 
temporary Indians (they (tied to do the best 
they could given the circumstances and given 
Ramanujan's lack of academic qualifica¬ 
tions) nor does he let the British administra¬ 
tion off the hook. However, the author 
would certainly have benefited from know¬ 
ing the story of Galois, in that even the 
France of Cauchy, Lagrange, l ouricr and 
Poisson could not (or did not) try to avert 
the tragedy of Galois’ life. 

The author correctly discerns the grim 
situation of educational inadequacies in 
India. Howevct; the situation is not as dismal 
as he perceives. Also, he tries to make too 
much of some newspaper reports and other 
statements at the time of the celebration of 
the Ramanujan Centenary as to ‘whether 
India could afford pure mathematics’. He 
apparently does not realise that there are 
many more centres for pure mathematics in 
India than there are even in many advanced 
countries. However, the author has rightly 
interpreted some of the ills of the current 
state of education in India and he has 
Indian authorities on his side He quotes 
S Ramsaseshan at the Ramanujan centen¬ 
nial thus: “How many registrar*, in mis 
country today, or for that t,alter how many 
vice chancellors of today, 100 years after 
Ramanujan was born, would give a failed 
pre-university student a research scholarship 
of what is now equivalent of Rs 2000/- or 
Rs 2500/-? This is after 40 years of in¬ 
dependence, when we can no longer blame 
a colonial power for not encouraging Indian 


talents!' 

The author docs a marvellous job in his 
treatment of ‘a story about social and educa¬ 
tional systems, and about how they matter, 
and how they can sometimes nurture talent 
and sometimes crush it’. 

The author rightly points out that many 
of the economic, social and cultural ingre¬ 
dients for success which even Ramanujan 
had are missing from a vast majority of the 
Indian populace or people ‘locked away in 
racial or economical ghettos' in America and 
Britain. It is worth summarising the author’s 
thesis in this respect: Ramanujan's parents 
were not all that poor (as poverty is 
understood in India). The combined income 
of his father and mother was about 25-30 
rupees. That was not at all a paltry sum at 
that time (one rupee would fetch 20 kgs of 
rice). Both his parents were educated (very 
rare at that time) and they were urban folk. 
He was living a few hundred paces from the 
famous Sarangapani Temple located on the 
river Cauvery (an idyllic surrounding). He 
came from very high caste brahmins where 
education was highly valued. In faet he spent 
two years, from age five to seven, in a pial 
school meant for brahmin boys. The town 
of Kumbakonam at that time had the largest 
percentage of people holding positions in the 
civil services, the learned professions and 
other minor professional fields. He was stu¬ 
dying in an English medium town school 
from a very early age. Though Ramanujan’s 
parents were not piofessionals themselves, 
most of Ramanujan's friends came from in¬ 
fluential families. As the book describes, 
these connections were crucial in first sus¬ 
taining him and getting him odd jobs when 
he had none and finally getting him an ‘easy 
job' where he could do mathematics (one of 
his friends was a nephew of Divan Bahadur 
R Ramachandra Rao, the collector of 
Nellore, who got Ramanujan a job at the 
Madras port trust). 

If Ramanujan had followed the tradi¬ 
tional path, doing well in school, going to 
college, doing well there, he would have pro¬ 
bably become a professor at a university or 
most likely a civil servant. There were 
not too many obstacles to these except 
Ramanujan himself. He was bitten by the 
bug of mathematics. It seems clear that he 
was already making great strides in mathe¬ 
matics by the time he was finishing high 
school. He perhaps already suspected that 
he had made enough discoveries to make 
him famous arc) that he did not have to go 
through the usual course of wastefully spen¬ 
ding his energies on subjects. Unfortunate¬ 
ly, it was a long time before he could become 
famous. In the process he had to struggle 
very hard and he finally triumphed. And 
unlike Galois, he did triumph in his own 
life-time. 

The book is the story of this triumph and 
of course the tragedy of his death at a young 
age. The book reads like a novel and there 
are never really any dull moments. This 
‘rags-fo-intellectuai-riches’ story of a 
remarkable genius should be read by anyone 


who cares about the triumph of tbe ikUttait 

spirit in spite of all odds and the universality 

of mathematics. 
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Subsidising Agriculture 

A Cross Country View 

Ashok Gulati 
A IV Sharma 

World agriculture is subsidised to the tune of 18 per cent of its value, with a range extending from 72.5 per 
cent in case of Japan to 54.5 per cent in Columbia (average 1982-87). Major exporters of agricultural commodities, 
like the US and the European Community subsidise their farm sectors by 26 and 36 per cent of their value, respec¬ 
tively. Their exports distort the world commodity prices, transmitting wrong signals to cultivators in other coun¬ 
tries. It leads to huge efficiency losses in the use of global resources, which must be checked. The Uriiguay round 
makes the first serious attempt in this direction by attempting to bring agriculture under GATT, and proposing 
a gradual reduction in subsidies as delineated in the Dunkel Draft. If Dunkel Draft has its way, world agriculture 
will gradually move to the developing countries and the Cairns Group. Indian agriculture is likely to prosper, 
inviting more resources purely on efficiency grounds. 

THE Uruguay Round of negotiations, which second world war created such an environ- which were very large, become burdens over 

started in 1986 at Puma del Este and is ment of suspicion, particularly in Europe, time. Now these countries are being asked 

eighth in the series of GATT 1 rounds, has that no nation was willing to risk disruption by the donor agencies to restructure their 
made the first serious attempt to bring in the regular supplies of farm produce. This policies in favour of agricultural sector, 
agriculture within its fold. The apparent ob- resulted in an euphoria of self-sufficiency in where they seem to have comparative advan- 
jective behind this move is to straighten out the name of food security. Consequently, tage. Was not this true even 40 yean back 
distortions in world trade of agricultural country after country followed policies that had the world agriculture not been distorted 
commodities that have arisen because of provided extra incentives to agricultural sec- by the present day developed world? 
direct and indirect subsidies provided by tor by either announcing much higher sup- All major country groups were responsible 
several governments to this sector. The port prices of outputs, or subsidising heavily for the distortions present in the world to- 

distortions are reflected in the ‘unreal’ level, the inputs, hr a combination of the two. To day. The US request that agriculture not be 

and behaviour of world prices of agricultural protect domestic cultivators from foreign included in the GATT [Pearlbery, 1987), and 

commodities. These are often transmitted to competition, either imports were govern- the Common Agriculture Policy formulated 

production baskets of different countries, as ment controlled, or heavy duties were im- by the EC, which created surpluses that were 

they produce commodities against the logic posed on them. This was true more so for dumped in the world markets, were the main 

of comparative advantage. It leads to huge European countries and Japan than for the factors. The developing countries had little 

efficiency losses, which need to be checked US. Such policies attracted more resources say in world policy matters. TVopical plants 
for more efficient use of world resources, to the agricultural sector of these countries that could not be grown in simulated con- 
Against this backdrop, an attempt has than would have been the case under a free- ditions had average tariff levels that were 

been made in this paper’ to look into the ,rade scenario. Production increased, stocks much lower than those for cereals and dairy 

degree of ’distortions’ or ’subsidies’ in the started building up, and finally piled up to products, another cause for inaction by the 
agricultural sector of several countries, as ex- such an extent that it became a costly pro- third world, 
isted during 1980s. Section 1 of this paper Positron to maintain them. To get rid of 
traces the origin of these distortions in terms these stocks, instruments were devised such 

of circumstances and policies followed by as the PL 480 in the US, and export subsidies Measuring Subsidies: 

major country groups in past. In Section II ' n the European Community through the Methodological Framework 

we delineate the methodological framework Common Agriculture Policy. These 

used to measure the degree of these distor- surpluses thus entered the world markets at As noted above, there may be different 

tions on country and commodity-specific prices much bdow their costs of production, ways of subsidising cultivators through 

basis. In Section III we present their either through bilateral agreements or government intervention. Broadly, one can 

estimates in terms of 'Producer Subsidy through the open trade route. It transmitted categorise them into three groups. First, a 

Equivalents' (PSEs). Section IV discusses the P rice signals, which were unreal and hence set of domestic and external policies that 

present position of the various country 8ave wrong indications to the producers in allow domestic cultivators to receive much 
groups on subsidy reduction and liberalisa- lhe underdeveloped/developing world. In higher prices for their outputs than would 
tion under the GATT negotiations. Section V fact these prices depressed incentives of have been possible under a free-trade scena- 
talks of the possible implications of subsidy cultivators in the developing countries, 1 rio. This set would include domestic support 
reduction, as is being suggested by the which were net importers of agricultural pro- price policies, tariffs, quotas, export 
Dunkel Draft, on world agriculture in duce. The farm sector in these countries enhancement programmes, mice stabil isat on 
general, and on India in particular. Finally, remained relatively neglected, making them measures and import licensing as well as 

Section VI presents some concluding almost perpetually dependent on the. canalising or policies related to external 

remarks. developed world. Private investment remain- trade If these policies^push domestic prices 

ed more or less shy of this sector, except higher than the corresponding border refer* 
I where it came complementary to public in- ence prices, we say the cultivators are 'pro- 

vestment. The latter turned out to be much tected' or implicitly 'subsidised*. On thecon- 

Digtorted World Agriculture: less productive than was envisaged initially. trary, if domestic prices are lower than what 

A Peep into the Past Most of this public sector investment came they would be under a free-trade scenario, 

in the form of major irrigation schemes cultivators are deemed to be 'disprotected' 
The disruption of food supplies from funded by multilateral financial institutions or Taxed’. The second way of subsidising 
across the borders during war periods, and such as the IMF and the World Bank. Ftnan- cultivators is by providing them inputs at 
the consequent hardships faced by the peo- rial mismanagement caused primarily by prices below their cost of supply (import or 
-pie appears to be the root cause of current lack of effort to increase the productivity of export parity price in case of tradables and 
distortions in world agricultural trade. The government investment 
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r at prices that are lower than that being 
harged from other consumers of the same 
roduct (particularly in case of non-trada- 
les). Examples would be subsidies in elec- 
icity, credit, fertiliser, transport and irriga- 
on, farm fuel tax oemption, livestock feed 
nd crop insurance. The third way would be 
> provide direct payments to cultivators to 
reduce through deficiency, diversion and 
isastcr payments, and marketing loans, lb 
ipture the aggregate impact of these dif- 
tent policies on the *subsidy’ (or ‘tax') 
at us of cultivators, different methodologies 
ft spelt out in literature. 

Protection Coefficients 

The most common of these methodo- 
$ks, as delineated in standard trade theory, 
estimation of effective rates of protection, 
his methodological framework essentially 
M three variants—nominal protection ooef- 
cient (NPC), effective protection coeffi- 
ent (EFC) and effective subady coefficient 
ISC). NPC measures the ratio of domestic 
rice of output to free-trade reference price, 
t other wmtb, it is the ratio of what the 
inner is actually getting for his produce (as 
tmukof differs gowentment policies) Ws- 
fir what he oould iwue got if there was free 
ada in the relevant commodity. EPC goes 
step further and adjusts tradable inputs 
f ne relevant commodities. It examines 


whether the cultivators are paying more or 
less for these inputs than what they would 
have paid under free-trade conditions. ESC 
carries the analysis further and adjusts for 
subsidies on non-tradables, including con¬ 
cessions like export subsidies. Thus, the three 
measures broadly attempt to define the same 
concept, but at increasing levels of complex¬ 
ity. Empirification of protective rales has 
been carried out in different countries for 
industrial and agricultural sectors. Scandizzo 
and Bruce [1980) gave a common 
methodological framework for estimating 
protective rates of agriculture. This was 
followed by four country-specific studies. 4 
Bins wenger and Scandizzo [1984] covered a 
number of countries, and lately Kruger, 
Schiff and Valdes [1991] study extended to 
18 countries. 5 But none of these studies 
covered Indian agriculture, ocept a cursory 
review by Binswanger and Scandizzo [1984]. 
The most thorough treatment of Indian 
agriculture is found in Bhagwati and 
Srinivasan [1976] which estimates implicit 
tariffs, effective protective rates and 
domestic resource cost for 16 agricultural 
commodity sectors for the periods 1963/65 
and 1968/69. But subsidies, which are quite 
significant in agriculture, were not includ¬ 
ed. A much more detailed analysis of Indian 
agriculture on crop and region-specific basis 
has been carried out In Gulati with Hanson 
and Pursdl [1990], Gulati and Sharma [1991] 


and Gulati and Pursell [1992], using this 
methodological framework. 

Producer Subsidy Equivalent 

FAO [1975), however, suggested examining 
the same phenomenon through a concept 
termed a producer subsidy equivalent (PSE). 

This concept attempts to measure the 
amount of compensation that needs to be 
given to cultivators in the event that all sub¬ 
sidies (including protection) are removed. 

PSE is generally expressed as a percentage 
of the value of the commodity to producers, 
and is measured as follows: 

Total transfers 

Percentage PSE = - 

Value to producers 

Q • <P d - P. * x > + D + 1 
0 • Pd + D 

Where. 

Q is the quantity produced. 

P d is the producer price in domestic 
currency units, 

P w is the world price in world currency 
units. 

X is the exchange rate conversion factor. 

D is direct government payments. 

I is indirect transfers though policies such 
as input subsidies, marketing assistance, or 
exchange rate distortions. . >-‘i 


Somber 26 ,992 ; 









It may be noted here that even if govern¬ 
ment policies remain unchanged, any change 
in the woi id prices (P w of the relevant com¬ 
modities, exchange rale (X), or domestic 
production (Q) would change the value of 
PSE. F r urther, different components that 
make total transfers to cultivators do not 
have the same wcightage in PSE calcuta: 
tions. For example, transfers that are effected 
through price support programmes (which 
are encompassed in P d ) and direct 
payments (D) appear both in the numerator 
and denominator of the above equation, 
while indirect transfers (I) appear only in the 
numerator. Thus, it is possible for any coun¬ 
try to reshuffle its transfer instruments in 
such a way that PSE goes down while the 
total transfer to the cultivator remains 
unaltered. Based on this methodology, 
USDA has estimated PSEs for a laige number 
of countries for the six year period, 1982 to 
1987 [Webb, Loper and Penn, 1990]. Since 
the estimation process is more or less 
uniform, we shall make use of these esti¬ 
mates to examine the broad range of sub¬ 
sidy being accorded to agriculture in dif 
ferent countries. This examination will also 
help us understand the likely consequences 
of reduction in subsidies on world agri¬ 
culture. 

Aggregate Measure of Support 

The GATT secretariat has asked its 
member countries to estimate aggregate 
measure of support (AMS) that has been 
provided to agriculture during the triennium 
ending 1988. PSt is just one of the variants 
of the AMS.' 1 AMS is to be estimated on a 
product-specific basis for each basic product 
(defined as the product as close as practi¬ 
cable to the point of first sale) receiving (a) 
market price support: (b) non- exempt direct 
payments, and (c) any other subsidy not ex¬ 
empted from the reduction commitment, i e, 
Other non exempt policies. Support which 
is non-product-specific shall be totalled into 
one non-product-specific AMS in total 
monetary terms. Market price support is to 
be calculated using the gap between a fixed 
external reference price and the applied ad¬ 
ministered price multiplied by the quantity 
of production eligible to receive the applied 
administered price. Budgetary payments 
made to maintain this gap, such as buying 
or storage costs, are not to be included in 
the AMS. The fixed reference price is fob 
or cif depending upon whether the country 
is a net importer or exporter of that com¬ 
modity. It is adjusted for quality to make 
the domestic product comparable to the pro¬ 
duct available in the international market. 
Non-exempt direct payments, which are 
dependent on this price gap, are calculated 
either using the gap between fixed reference 
price and the applied administered price 
multiplied by (he quantity of production 
eligible to receive the administered price; or 
by using budgetary outlays. The valuation 
of other non-exempt policies, including in¬ 
put subsidies and other policies such as 
marketing cost reduction measures, is car¬ 
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ried out using government budgetary 
outlays. If the budgetary outlay does not ful¬ 
ly reflect the extent of subsidy, the basis of 
calculation then would be the price of the 
good or service being charged from one set 
of consumers vis-a-vis another. 7 

We have used the estimates of PSEs to see 
which countries and which commodities are 
more subsidised than the others, and the 
likely implications on world agriculture once 
these subsidies are reduced. 

Ill 

Estimates of Support: Producers’ 

Subsidy Equivalents (PSEs) 

As mentioned in the above section, PSE 
essentially measures the amount that needs 
to be paid to cultivators to keep their income 
intact in case all government support 
(including subsidies) is withdrawn. The 
estimates presented here are in percentage 
terms, i e, percentage to the value of pro- 


duct plus direct transfers, to have a meSaiag- 
ful comparison of subsidies (or state sup¬ 
port) across countries and commodities. 
These estimates cover 37 countries (28 if ten 
nations of the European Community arc 
counted as one) and a wide range of com¬ 
modities. These countries represent 78 per 
cent of world population and 83 per cent of 
its gross domestic product. Unfortunately, 
the coverage in each country in terms of 
commodities or policies affecting subsidy 
status is neither uniform nor complete; 
Nonetheless, an attempt has been made by 
the authors of respective country studies to 
cover major agricultural products in those 
countries. Thus, in 24 out of 37 countries, 
the PSEs cover more than 30 per cent of the 
agricultural production of the country. *The 
other problem lies in that some authors have 
included the impact of exchange rate 
policies* on PSEs (particularly in less 
developed countries), while in others it is 
not. lb that extent, a comparative study of 
PSEs has to be taken with due caution. 


Table 1: Countrywise Profile of pse* (Average 1982-87) (Per cent) 


P>E Kuiik< l» 

PSE 

Share in Agricultural 

Total Value Production 

Proauction 
Covered/Country’s 
Agricultural Production 

1 Columbia 

- 54.50 

0.3 

0.24 

2 Argentina 

-38.33 

0.5 

0.26 

3 China 

-34.17 

15.8 

0.68 

4 Pakistan 

-21.80 

l.l 

0.91 

5 Kenya 

-8.00 

0.2 

0.47 

6 Nigeria 

-7.67 

0.4 

0.10 

7 Egypt 

-6.00 

0.6 

0.33 

8 Thailand 

-3.83 

0.4 

0.26 

9 Bangladesh 

-3.67 

0.8 

0.62 

10 India 

-2.33 

5.0 

0.37 

9<PSE<=10 

II Turkey 

2.33 

0.5 

0.16 

12 Senegal 

5.33 

0.0 

0.54 

13 Chile 

8.00 

0.1 

0.37 

14 South Africa 

8.33 

0.3 

0.27 

10 < PSE <=25 

IS Australia 

10.33 

1.2 

0.50 

16 Indonesia 

10.50 

1.2 

0.32 

17 Poland 

15.40 

2.3 

0.57 

18 New Zealand 

19.17 

0.5 

0.56 

19 Brazil 

21.50 

1.9 

0.38 

20 Taiwan 

22.33 

0.6 

0.58 

21 USSR 

2S<PSE<= 40 

25.00 

15.2 

0.70 

22 United Slates 

26.17 

18.7 

0.69 

23 Canada 

33.50 

2.4 

0.92 

24 EC-10 

37.00 

19.1 

0.71 

PSE >40 

23 Yugoslavia 

41.00 

2.0 

1.31 

26 Mexico 

43.33 

0.8 

0.33 

27 South Korea 

60.67 

1.6 

0.59 

28 Japan 

72.50 

6.4 

, 0.63 

All 

18.4 

100.0 


Total value production 

(3 billions) 
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Notes-. I Results were available for all countries for the period 1962-87, except: Mdstan (1982-86), 
Poland (1983-86), USSR (1986), Yugoslavia (1983-86). 

2 Of an the countries that comprise the European Community, EC-10 includes all except 
Spain and Portugal. ' 

Source-. Total agricultural value of production from National Statistical Yearbooks. 




Figure 2; Degree of State Support 

Major Country Groups 



Country Groups 


States 


GP 


Keeping this limitation in mind, we pre¬ 
sent the countrywise profile of PSEs, 10 
averaged over 1982-87," in "Bible 1 (Figure 
I). The range of percentage PSE stretches 
from -54.5 in case of Columbia to 72.5 for 
Japan, with a weighted average for the coun¬ 
tries coveted at 18.4 (the weights being their 
relative shares in value of agricultural pro¬ 
duction coveted). If these countries are con¬ 
sidered representative of world agriculture, 
these numbers would indicate that world 
agriculture is subsidised or state supported 
to the extent of 18.4 per cent of its value 
Columbia taxes its agriculture to the tune 
of 54.5 per cent of its value, while Japan tops 
the list in attending highest subsidy equi¬ 
valent to 72.5 acr cent of its agricultural pro¬ 
duce and direct transfers. Although there are 
several countries like Columbia, which tax 
their agriculture in varying degrees, e g, 
Argentina (PSE- -38.33 per cent), China 
(-34.67 per cent), Pakistan (-21.8 per cent), 
Kenya (-8.00 per cent), Nigeria (-7.67 per 
cent), Egypt (-6.00 per cent), Thailand (-3.83 
per cent), Bangladesh (-3.67 per cent) and 
India (-2.33 per cent), their overall weight 
in the aggregate value of agriculture of these 
37 countries remains only 26.5 per cent. Of 
this China accounts for 15.8 and India for 
5 per cent. All other countries subsidise their 
agriculture. The US which has the largest 
weight (18.7 per cent) amongst these coun¬ 
tries has a PSE of 26il7, USSR with a weight 
of 15.2 per cent has its PSE of 25. EC-10 ,J 
has a weight of 19.1 per cent and PSE of 37, 
•nd Japan with a weight of 6.4 per cent has 
PSE equal to 72.5. Most nations that have 
large weights in the aggregate value produc¬ 
tion of agriculture of 37 countries, therefore, 
tend to subsidise their agriculture, except in 
case of China and India. On rearranging 
these 37 countries into ifr country groups— 
United States, Japqp. EC-10, Cairns 


Group, 1 * Developing Group 14 and Less 
Developed Group," as in Table 2 (Figure 2), 
we see that only the less developed group of 
countries are taxing their farm sector. 
Presumably, in the early stages of develop¬ 
ment agriculture is taxed either to finance 
the newly emerging industrial sector, or to 
protect the consumers under the garb of 
overall poverty in the country. Lately, there 
seems to be some rethinking amongst develop¬ 
ment economists on this strategy of develop¬ 
ment that deprives agriculture of its due in¬ 
centives. Deliberate discrimination against 
agriculture impoverishes this sector, which 
has to absorb a larger chunk of labour force 
Attempts now seem to focus on reversing this 
process in early stages of development. 

Commodity-specific PSEs for 10 major 
commodity groups are presented in Table 3 
(Figure 3). Of ail the commodity groups, 
sugar appears to be most subsidised with a 
percentage PSE of 39.86, followed by dairy 
and livestock (PSE =-24.23). 'Dairy and live¬ 
stock' has the highest weight of 48.67 per 
cent in the value production of agricultural 
commodities covered here. Wheat cultivators 
in the world are subsidised to the extent of 
10.88 per cent while com cultivators get sub¬ 
sidies to the tune of 18.92 per cent. Other 
grains are also subsidised by about 25 per 
cent. Of all these commodity groups, 
peanuts is the only commodity whose culti¬ 
vators are taxed, but its overall weightage in 
value production covered in this study is 
negligible, accounting for less than 1 per 
cent. 

Commodity-specific PSEs for different 
countries are given in Ikble 4(a to i). Wheat 
is an important cereal and one of the world’s 
most widely traded commodities in absolute 
terms. The largest producers are China and 
the erstwhile Soviet Union, who are also the 
largest importers of the crap. Erstwhile 


Soviet Union, now Commonwealth of Iris 
dependent States (CIS), is a major source 
of instability in market prices because of in¬ 
stability in its domestic production and de¬ 
mand for imports. The US and the EC are 
the largest exporters. Other large exporters 
are Canada, Australia and Argentina. Euro¬ 
pean exports have giown by almost six times 
in the last 30 years {Harrod and Bailey, 
1990), primarily due lo protection through 
CAP. India ranks fifth in terns of produc¬ 
tion. accounting foi 9 per cent of world 
share. PSF.s in case of wheat are given for 
30 countries including 10 of European Com¬ 
munity (Table 4a) These countries cover 
about 86 per cent of world wheal produc¬ 
tion. Of the 30countries, Pakistan taxes its 
wheat to the maximum (PSE ~ -32.2 per 
cent), closely followed by USSR (-30 per 
cent). Argentina (-29.5 per cent), and 
Bangladesh (-28.5 per cent). India also taxes 
its wheat, but marginally (-3.83 per cent). 
The degree of taxation in case of Indian 
wheat, however, seems to have gone up since 
1987, more so after the devaluation of rupee 
in July 1991. Major wheat producing coun¬ 
tries like United States and EC-10 both pro¬ 
tect their wheat with percentage PSEs of 
40.67 and 32.27 respectively. Canada 16 also 
subsidises us wheat producers to the extent 


Tabu 2- Dn.KH oi Star Suitori Maioh 
Country Groups 
(A verage 1982-87) 


Couritiy 

pse; 

(Pet 

Cent) 

Share in 
Value 
Prodn 
(Pei 
Cent) 

1 United Slates 

26 17 

18 74 

2 Japan 

72.50 

643 

1 ECTO 

37 00 

19.08 

4 Cairns group 

14.11 

8.40 

5 Developing group 

26.91 

24.02 

6 Ixss developed group 

25 04 

23.34 

All 

18.4 

100.0 

Total value of produc¬ 
tion ($ billions) 
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Notes: 1 The Cairns Group consists of the 
following countries—-Australia, 
Argentina, Brazil, Canada, Chile; 
Columbia, Indonesia, New Zealand 
®nd Thailand. Four nations not in¬ 
cluded in this study were Hungary, 
Malaysia. Philippines and Uruguay. 

2 The developing nations have been 
classified into two groups on the basis 
of their per capita incomes, as per the 
World Development Report. 

3 The Less Developing Group consists 
of rhe following- Bangladesh, China, 
India, Kenya, Pakistan and Nigeria. 

4 The Developing Group consists of the 
following—Egypt, Korea, Mexico. 
Poland, Senegal, South Africa, 
Taiwan, Turkey, USSR and 
Yugoslavia. 

5 Of the twelve countries that form the 
European Community the EC-10 in¬ 
cludes all but Spain and Portugal. 
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Producer Subsidy Equivalent 


Figure 3: Degree of State Support 

(Major Commodity Groups) 
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of 36.17 per cent. However, the country 
which subsidises its producers the most is 
Japan with a PSE level of 99.67 per cent. 

More than 90 per cent of the world's rice 
comes from Asia. China, India, Indonesia, 
and Bangladesh account for over 70 per cent 
of world production. India alone accounts 
for about 20 per cent of total supply. Pro¬ 
duction and domestic consumption figures 
for these four nations are almost similar, 
leaving little surplus for export. Trade in rice 
to small in percentage terms (world average 
ratio of exports to total production is 3 to 
4 per cent), leading to higher instability. 
Because of the huge domestic demand for 
rice among the largest producers, the largest 
exporters today are the U$, Pakistan, China 
and Thailand. The US and Australia are 
considered the most stable trading partners 
because of little domestic demand for rice. 


Peanuts Soybean Sugar Cotton Other Livestock All 

grains others 

the country percentage PSEs varies from -37.17 in case 

s the most is of Argentina to 72.3 for Tkiwan. United 

>.67 per cent. States is the biggest producer of corn with 

e world's rice a weight of 31.3 per cent and it subsidises 

a, Indonesia, its corn cultivators to the tune of 30.67 per 

er 70 per cent cent, which is almost the same level at which 

one accounts EC-10 is protecting its cultivators. China, 

supply. Pro- which is another major producer of corn 

ption figures with a weight of 19.05 per cent, however, 

most similar, taxes its cultivators by 12.5 per cent. India 

TYade in rice too taxes its corn cultivators, and more 

vorld average heavily than China, its PSE being -19.83. 

jetion is 3 to The aggregate PSE for the countries covered 

:r instability, remains quite high (18.92). 

: demand for In case of sorghum, another coarse cereal, 
rs, the largest the coverage is about 39 per cent of world 
kistan, China production. The aggregate PSE remains 
Australia are positive (7.17) but to a lesser extent than of 
ding partners com. While Argentina and India tax their 
land for rice, sorghum cultivators with their respective 


India is a marginal player though basmati 
rice is considered amongst the highest quali¬ 
ty available worldwide PSE estimates of rice 
are given for 26 countries (including 10 of 
the European Community) fftble 4b). These 
countries together cover about 88 per cent 
of world rice production. As in case of 
wheat, Japan 11 is at the top of the country 
list with a PSE figure of 89.33. China and 
India, the major producers of rice are taxing 
their rice cultivators in varying degrees. 
China's percentage PSE is -62.67 with a 
production share of 43.85 per cent amongst 
the countries covered and India's PSE is -1.17 
with a production weight of 20.3 per cent. 
The overall PSE for rice turns out to be 729. 
Thailand, which is a significant exporter of 
rice; taxes its rice cultivators by 3.83 per cent. 
Pakistan, however, taxes its rice producers 
more severely to the tune of 36.7 per cent." 

In case of corn (Tkble 4c), PSE estimates 


PSEs of -68.83 and -29.17, United States, 
Mexico and Thiwan protect their producers 
heavily with PSEs ranging from 31.83 to 73.3 
(Table id). 

The extent of coverage in case of soya¬ 
bean, is the highest (94 per cent of world 
production) of all commodities covered here. 
TWenty two countries are covered. The US, 
the biggest producer of soyabeans with a 
weight of 59 per cent, subsidises its culti¬ 
vators by 8.33 per cent. Brazil with a pro¬ 
duction weight of about 17 per cent also sub¬ 
sidises its soyabean cultivators to the tune 
of 4.3 per cent. Argentina, India and China, 
which together have a production weight of 
about 20 per cent tax their cultivators with 
respective percentage PSEs of - 39.5. -20.17 
and -4. The highest protection, on the other 
hanc£ is provided by South Krises (PSE-7&83 
per cent). The overall weighted average PSE 
of the countries covered remains at 6.16 per 


are for 26 countries covering 76.8 per cent cent. 

of world corn production. The range of In case of mpeseed, another important 


oilseed, the weighted average PSE is 29.68 
per cent. All countries covered in the study 
subsidise their rapeseed producers with PSEs 
ranging from 17.67 per cent in case of China 
to 46 per cent in case of EC-10, with India 
falling in between (PSE*27.5 per cent). The 
countries studied here cover about 86 per 
cent of world rapeseed production (Tkbie4f). 

In cotton, eight countries studied covet 61 
per cent of world production. Nigeria taxes 
its cotton cultivators to the extreme (PSE* 
-133.83 per cent), but its share in produc¬ 
tion is very marginal (0.18 per cent). Coun¬ 
tries like Pakistan, Egypt and India, which 
together account for about 28 per cent of 
production also tax their cotton cultivators. 
Pakistan's PSE being - 40.8 per cent, followed 
by Egypt with - 29.5 per cent and India with 
- 2.42 per cent. China and USSR which are 
the largest producers of cotton amongst the 
countries covered, and subsidise their 
cultivators with respective PSEs being at 
11.67 and 23 per cent. The overall weighted 
average PSE for the countries covered in the 
study is 9.6 per cent (Btblc 4g). 

Sugar is covered in 26 countries which ac¬ 
count for. about 74 per cent of world pro¬ 
duction. Except three countries, Nigeria, 
China and South Africa, all others subsidise 
sugar. Egypt tops the list with PSE of 75.5 
per cent, followed by Japan (70.47 per cent) 
and the US (68.33 per cent). EC-10 subsidises 
its sugar to the extent of 32.83 per cent. The 
weighted average remains atJ9.86 (Thble 4h). 


Table 3: Major Commodity Groups and 
Commodities 


Commodity Group 

PSE 

(Per Cent) 

Share in 
Value of 
Production 
(Per Cent) 

Wheat 

10.88 

11.64 

Rice 

7.29 

14.52 

Corn 

18.92 

7.86 

Peanuts 

-19.61 

0.85 

Soybean 

6.16 

3.71 

Sugar \ 

39.86 

2.72 

Colton , 

9.60 

2.49 

Other grains 

24.87 

5.07 

Dairy and livestock 

24.23 

48.67 

All others 

1.40 

2.47 

All 

18.4 

100 

Total value of pro¬ 
duction (S bns) 


332 


Notes: I 'Other grains’ include the following— 
barley, coarse grain, oats, rye and 
sorghum. 

2 ‘Dairy and livestock’ include the 
following—bjjef and veal, eggs, milk, 
mutton and lamb, pork, poultry, but¬ 
ter and cheese. 

3 “Others' include all commodities not 
coveted by the above groups, and 
mentioned in the study. 

4 Share in value of production (per 
cent) denotes the sham hi the total 
value of production covered. The 
value of production Is in billions of 
US dollars. 




In cue of beef end wral, 23 countries 
studied Hen cover 56 per cent of world pro¬ 
duction. Mon then 90 per cent of this pro¬ 
duction is subsidised. The US with a pro¬ 
duction weight of 32.7 per cent subsidises 
to the tune of 9 per cent, while EC-10 with 
a production weight of about 22 per cent 
subsidises by 43.S per cent. South Korea ex¬ 
tends highest subsidy to the extent of 64 per 
cent of its production value. The weighted 
average PSE is 27.59 per cent (foble 4i). 

IV 

Country Interests and 
Dunkel Draft 

The main instruments of the US govern¬ 
ment have been direct payments, market 
price support programmes, and input subsi¬ 
dies. The US now advocates elimination of 
all subsidies directly and indirectly affecting 
trade and all import barriers over a 10 year 
period and special treatment 19 for the less 
developed countries. It also advises use of 
an aggregate measure of support, preferably 
the PSE for quantification of subsidy, with 
special consideration to the LDCs. 

The European Community intervenes 
mainly through its Common Agricultural 
Policy (CAP) and uses border measures 
(minimum import prices), market support 
prices and export subsidy mechanists for 
helping farmers. The price support clement 
of the CAP now accounts for about two- 
thirds of the entire EC budget 20 or nearly 
0.7 per cent of their GDP. The EC jointly 
advocates a two phase reduction programme 
but mentions no time frames for either. In 
the first phase, countries would agree to 
price controls to achieve stability in produc¬ 
tion, and of freezing support levels to avoid 
adding to the distortions already present. In 
the second stage the EC proposes significant 
reductions in domestic support. The EC 
seeks stability in demand and supply before 
actually committing any commodity cuts. 
An AMS is agreeable to the EC if it incor¬ 
porates production control programmes. 

Japan’s agricultural policy concentrates on 
enhancing food security, narrowing the gap 
between farm and non-farm incomes and in 
improving productivity. They use price sup¬ 
port programmes and border measures for 
carrying out their policies. Since Japan is a 
net importer of food, it emphasises on the 
social and political role of agriculture, rather 
than the economic. Japan rejects the AMS 
and calls for elimination of export subsidy 
first. They will support a commodity specific 
negotiation programme rather than across 
the board compatibility within the GATT 
framework. 

In the Cairns Group, most studies iden¬ 
tify Australia and New Zealand at the laigest 
»ainen in Mbe rab s ln g agriculture This group 
has been at the forefront of worldwide 
ngricuhural reform, nrgoriiwlng for lowering 
of barriers to trade and converting aO noo- 
tarifT banian t* tariffication. 21 Though 
Canada has in o r c ai ed jbe support to tng 


farm sector duringthe 1980s, in ad probabili¬ 
ty, they will go ahead with any plans for 
liberalisation in agricultural trade Their em¬ 
phasis lies in removing trade distortions and 
use of the trade distortion equivalent ag¬ 
gregate measure of support. The Nordic 22 
Group of countries have submitted a joint 


proposal with this group. 

According to the present ruling in the 
GATT the developing countries are not re¬ 
quired to reciprocate trade concessions by 
the developed world because of the preferen¬ 
tial treatment clause, and are allowed to 
resort to qualitative controls for balance of 


Table 4(a): Countrywise State Support to Wheat 

Country 

PSE 

Share (ftr Cent) in 


(Per Cent) 

Total Production 

Value Production 

1 Pakistan 

- 32.20 

2 24 

2.68 

2 USSR 

- 30.00 

19.59 

10.79 

3 Argentina 

29.50 

2.48 

1.37 

4 Bangladesh 

28.50 

0.26 

0.31 

3 China 

5.50 

18.55 

23.43 

6 India 

3.83 

9.70 

10.95 

7 Egypt 

- 3.50 

0.46 

0.73 

8 Nigeria 

0.67 

0.00 

0.02 

9 forkey 

2.33 

2 98 

2.66 

10 Australia 

6.67 

3.50 

2.68 

II South Africa 

10.83 

0 48 

0.70 

12 Chile 

20.33 

0.26 

0.35 

13 Mexico 

23.17 

1.00 

0.88 

14 EC-10 

„ 32.27 

1460 

18.72 

1$ Canada 

36.17 

5.80 

4.89 

16 United Stale*- 

40.67 

14.56 

12.13 

17 Yugoslavia 

41 25 

1 16 

2.11 

18 Poland 

49.00 

1.40 

2.19 

19 Brazil 

61 50 

0.81 

1.24 

20 Taiwan 

65.83 

0.00 

0.00 

21 Japan 

99.67 

0.18 

1.17 

All 

10 88 

100.0 

100.0 

Total production (mt/S bns) 

449 

62 

Coverage (per ccni) 


86.4 


Notes 1 The aggregate PSE is a weighted average of countrywise PSEs, the weights being tjieir 

relative share in value of production. 



2 ‘Coverage 1 indicates the ratio of production of commodity covered in the study to total 

world production. Average world production has been calculated for tbc period 1984-86. 


Tabi c 4(b): Countrywise State Support to Rice 


Country 

PSE 

Share (Ffer Cent) in 


(Per Cent) 

Total Production 

Value Production 


1 China 

- 62.67 

45.85 

31.58 

2 Pakistan 

- 56.70 

1.15 

0.90 

3 Egypt 

52.33 

0.57 

0.81 

4 Kenya 

-16.17 

0.01 

0.01 

5 Thailand 

-3.83 

4.46 

2.57 

6 Bangladesh 

- 2.33 

5.22 

4.98 

7 India 

-1.17 

20.50 

15.75 

8 Indonesia 

10.50 

9.09 

8.25 

9 Australia 

11.17 

0.18 

0.10 

10 foiwan 

31.33 

0.73 

1.45 

II Nigeria 

43.00 

0.27 

0.90 

12 United States 

46.50 

1.51 

1.21 

13 EC-10 

47.50 

0.66 

0.51 

14 Brazil 

58.17 

3.38 

2.09 

IS South Korea 

74.00 

1.97 

6.79 

16 USSR 

78.00 

0.84 

0.63 

17 Japan 

89.33 

3.61 

21.45 

All 

7.29 

100.0 

100.0 

foul production (mt/S bns) 


279 

77 

Coverage (per cent) 


88.4 



Notts'. I The aggregate PSE is a weighted average of countrywise PSEs, the weights being their 
relative sham in value of production. 

2 ’Coverage' indicates the ratio of production commodity covered in the study to total 
world production. Average world production has been calculated for the period of 
1984-86. 


trad.' reasons. 

Developing countries today seek : (a) 
liberal! ation of trade by the developing 
nations to be considered as reciprocity in 
exchange for trade concessions within the 
GATT. Most countries say that developing 
nations h^ve not recognised their efforts of 
unilateral opening up of domestic markets 
such as in the case of Argentina, Kenya, 
Brazil, etc; (b) unrestrictive use of quanti¬ 
tative controls; (c) developing countries be 
allowed access to markets at very low rates 
for longer periods; (d) use of domestic 
measures for intervention; (e) use of price 
stabilisation measures; (Ocompensation 
against anticipated rise in food prices when 
trade is liberalised. 

V 

Likely Implications of Subsidy 
• Reduction 

The Dunkel Draft advocates a gradual 
reduction in subsidies to agriculture by its 
member countries as estimated by aggregate 
measure of support (AMS). For developed 
countries having AMS higher than 5 per cent 
during the years 1986-88, it proposes to bring 
this level down by 20 per cent within six 
years, 1993-99. For less developed countries, 
this critical level of AMS is 10 per cent, and 
the period of adjustment too is 10 years. This 
gives ample time to both the developed 
world with a protected agriculture and the 
underdeveloped world with disprotected 
agriculture, to restructure and rationalise 
their policies in the farm sector. Restructur¬ 
ing on these lines is likely to lead to rational 
utilisation of world resources. Although 
there is stiff resistance to this proposed 
reduction in AMS, particularly amongst the 
European Community (mainly Germany 
and France), yet it would be worthwhile to 
see the likely consequences of this on world 
agriculture in general, and on India in 
particular. 

Krissof et al [1990] and Roningen and 
Dixit [1989] have tried to work out the im¬ 
pact of liberalisation in agricultural trade 
through static world policy simulation 
(SWOPSIM). The study by Krissof et al 
covtrs 36 countries and 22 commodities, but 
its main focus remains on developing coun¬ 
tries. On the other hand, Roningen and 
Dixit's study primarily focuses on the in¬ 
dustrial economies. 

The broad thrust of their findings is that 
the world prices of agricultural commodities 
will go up by 16 to 22 per cent under alter¬ 
native scenarios, compared to the base year 
levels of 1986. Developing countries, who are 
either taxing their agriculture or subsidising 
only marginally, are likely to increase their 
exports and therefore improve trade balance. 
India, in particular, is likely to gain from rice 
exports. Producers in these developing coun¬ 
tries will have higher incomes, but con¬ 
sumers will have to pay more. In those 
underdeveloped countries, where supply 
response is likely to be weak due to in¬ 
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frastructural bottlenecks, and who are net 
importers of food, consumers will have to 
bear heavy cost. In developed industrial 
economies, particularly in European com¬ 
munity and Japan, the producers of agricul¬ 
tural commodities will lose while the con¬ 
sumers will gain. On the whole world agri¬ 
culture will have a tendency to shift from the 
developed industrial economies to develop¬ 
ing countries and the Cairns Group of 13 
countries: Within the Cairns Group, 
Australia and New Zealand ore likely to gain 
the most on per capita basis. 

Commoditywise, one can delineate various 
countries in an ascending order of their 
commodity-specific PSEs and the cumula¬ 
tive share of those countries in world pro¬ 
duction of the specific commodity (Thbies 4a 
to 4i). A graphic presentation of these tables 
would be akin to world supply curve of the 
relevant commodity. With reforms, it would 
be legitimate to presume that the production 


. ■ • -...' 

of that commodity would shift from high 
cost producers (high PSE countries) to law 
cost producers (low PSE countries). Accor¬ 
dingly, in the case of wheat ashftt b not dif¬ 
ficult to predict away from the EC, Canada 
and the US, who happen to be the highest 
protected exporters, with' PSEs of over 32 
per cent. Erstwhile USSR (now CIS) and 
China, the largest importers will probably 
see a rise in domestic production as they 
lower taxes on farmers, with liberalisation. 
Australia may stand to gain from reform 
since PSEs are only xbouj 6.67 per cent. 
Gains to Australia may accrue directly from 
China since it may emerge as the lowest cost 
supplier due to proximity to the latter. Much 
of world price is dependent on EC policy. 
If EC production declines, while world de¬ 
mand remains constant, Argentina and the 
US may benefit from: (a) comparative ad¬ 
vantage, and (b) substitutability of their 
wheat for EC wheat. According to the 


Table 4(c): Countrywise State Support to Corn 


Country . 

PSE 

Share (ftr Cent) in 


(Per Cent) 

Total .Production 

Value Production 

1 Argentina 

-37.17 

1M 

1.49 

2 Kenya 

-31.67 

0.61 

0.62 

3 India 

-I9.8J 

2.02 

2.37 

4 China 

-12.30 

19.05 

20.72 

3 Nigeria 

3.67 

0.51 

2.70 

6 Chile 

10.33 

0.18 

0.22 

7 South Africa 

15.17 

1.82 

2.08 

8 Canada 

15.50 

1.79 

1.40 

9 Turkey 

17.17 

0.49 

0.52 

10 Egypt 

17.67 

0.95 

2.27 

II Brazil 

29.67 

6.00 

4.68 

12 EC-10 

30.00 

5.68 

8.59 

13 United Stares 

30.67 

51.52 

40.55 

14 Yugoslavia 

30.75 

3.05 

6.15 

IS Mexico 

58.17 

3.37 

5.37 

16 South Korea 

61.67 

0.03 

0.09 

17 Thiwan 

72.50 

0.04 

0.15 

All 

18.92 

100.0 

100.0 

Total production (ml/J bns) 


364 

42 

Coverage (per cent) 


76.8 


Notts. 1 The aggregate PSE is a weighted average of countrywise PSEs, the weights being their 

relative share in value of production. 



2 ‘Coverage’ indicates the ratio of production commodity covered in the study to total 

world production. Average world production has been calculated for the period of 

1984-86. 




Table 4(d); Countrywise State Support to Sorghum 


Country 

PSE 

Share (Per Cent) in 


(Per Cent) 

Total Production 

Vriue Production 

1 Argentina 

-68.83 

12.14 

4.90 

2 India 

-29.17 

25.61 

36.03 

3 United States 

31.83 

49.51 , 

42.26 

4 Mexico 

44.17 

12.61 

16.26 

5 Thiwan 

75.50 

0.14 

0.53 

All 

7.17 

100.0 

100.0 

Total production tmt/S bns) 


43 

4 

Coverage (per cent) 


59.1 



Notes; I The agregatc PSE is a weighted average of countrywise PSEs, the weights being their 
relative share in value of production. 

2 ‘Coverage’ indicates the ratio of production commodity covered in the study to total 
world production. Average world production has been calculated tor the period 1984-86. 



SWOPSIM model EC wheat production will 
decline by about 16 per cent with policy 
reform. In the short run world wheat prices 
are expected to rise. Prices will fall in coun¬ 
tries with high support programmes leading 
to a rise in domestic demand and a fall in 
exportable surpluses. The reverse is expected 
of countries presently taxing their agriculture. 

World rice prices are expected to rise by 
about 18 to 26 per cent though Japan will 
witness a fall in prices by about 60 per cent 
in the short run, and 80 per cent in the long 
run, causing a rise in consumption by over 

21 per cent. Thailand alone accounts for 
about 40 per cent of world rice exports and 
stands to gain most from reform. Indian rice 
cultivators are net taxed and stand to gain 
with reform, since increased incentives are 
expected to increase yields. A rise in prices 
will also create exportable surpluses and 
India stands a good chance to benefit from 
trade in rice. 

For corn, since US was the single largest 
producer, covering about 51 per cent of total 
production, it is difficult to predict the ex¬ 
tent of shift. But among the highly protected 
nations, a decline is expected in South Korea, 
Tbiwan, US, Mexico and Yugoslavia towards 
Argentina and China, who jointly constitute 

22 per cent of the share of production 
covered. Similarly, sorghum is likely to shift 
from Ikiwan, Mexico and US to Argentina 
and India. 

Rapeseed covered only five countries, and 
among these a shift is possible between the 
two largest producers, from EC-10 and 
Canada towards China. In case of soyabean, 
it is difficult to say anything about the shift 
because US overwhelmingly dominates with 
a production share of 59 per cent and PSE 
of 8.33 per cent. However, some minor shift 
from S Korea, Japan, EC-10, etc, is possi¬ 
ble towards Argentina. 

In cotton, India shows a situation of net 
taxation, and production and exports will 
definitely boom in this sector with a shift 
away from USSR and Mexico. The other 
major gainers will be Egypt and Pakistan. 

Indian sugar was not covered in this study, 
although we are the largest producers of this 
commodity. China and Pakistan will benefit 
from liberalisation, with a trend of declin¬ 
ing production in the EC, USSR and the US. 
The US may experience a jump in consump¬ 
tion of sugar which is presently low because 
of high prices of sugar there 
The US will be the largest gainer it) the 
production of beef and veal because of their 
infrastructure and large volume of produc¬ 
tion. Brazil and Australia are the other nja- 
jor gainers. The highly protected industries 
of USSR and the EC will see a shake up 
within the industry and experience a fall in 
exports of this commodity. 

VI 

Concluding Remarks 

At the macro level, Japan emerged as the 
highest protector of its farm sector, followed 
by the European Community, the US and 


finally the developing group. The less 
developed group of countries appeared to 
tax its producers. Reform in agriculture will 
benefit these countries, if infrastructure ex¬ 
ists, to absorb the shift in growth patterns 


in commodities worldwide. India will be one 
of the gainers from the lowering of protec¬ 
tion levels in world agriculture. Among the 
commodities covered at world level, peanuts 
emerged as the only taxed commodity, and 


Tabi e 4(e): Countrvwise Stati Support to Soybean 

Country 

PSE 

(Per Cent) 

Share (Per Cent) in 

Total Production Value Production 

1 Argentina 

39.50 

7.29 

4.61 

2 India 

20.17 

0.82 

0.95 

3 China 

- 4.00 

11.69 

16.73 

4 Brazil 

4 50 

17 21 

13 26 

5 Uniled Stales 

8 33 

58.79 

56 80 

6 Canada 

13 50 

1.07 

1 . 0 ! 

7 USSR 

15 00 

0 78 

0.84 

8 Mexico 

42 67 

0.83 

1.16 

9 EC 10 

44.17 

0 62 

1 53 

10 Yugoslavia 

47.00 

0,23 

0.58 

II Columbia 

54.33 

0 13 

0 25 

12 Taiwan 

59.50 

0.01 

0.04 

13 Japan 

7033 

0 27 

1.12 

14 Souih Korea 

76.83 

0 25 

1.12 

All 

6.16 

100 0 

100.0 

Total production (mi/$ bns) 


90 

20 

Coverage (per anil 


94.2 



Notes: I Ihc aggregate PSE is a weighted average of countrywide PSEs. the weights being their 
relative share in value of production. 

2 ‘Coverage' indicates the ratio of production of commodily covered in the study to total 
woild production. Average world production has been calculated for the period 1984-86. 


Tahil 4(f). ConNrRvviist State Supfori to Rapeseid 


Country 

PSE 

(Per Cent) 

-c- 

Share (Ksr Cent) in 

Total Production Value Production 

1 China 

17 67 

33.98 

35.14 

2 India 

27.50 

16 39 

18.58 

3 Poland 

29 50 

6.06 

5.73 

4 Canada 

29 83 

20 34 

12 15 

5 EC-10 

46.00 

23.22 

28.40 

All 

29 68 

100.0 

100.0 

Total production (ml/S bns) 


16 

6 

Coverage (per ceni) 


85.8 



Notes: I The aggregate PSE is a weighted average of counlrywise PSEs, the weights being their 
relative share in value of production. 

2 'Coverage' indicates the ratio of production of commodity covered in the study to total 
world production. Average world production has been calculated for thepenod 1984-86. 


Tabie 4(g): CouNTttvwist State Support ro Cotton 


Country 

PSE 

(Per Cent) 

Share (rtr Cent) in 

Total Production Value Production 

1 Nigeria 

-133.83 

0.18 

0.26 

2 Pakistan 

-40.80 

9.60 

2 63 

3 Egypt 

-29 50 

3.99 

6.21 

4 India 

-2.42 

14.31 

12.86 

5 Australia 

4.17 

2.00 

0.76 

6 China 

II 67 

42.62 

44.10 

7 USSR 

23.0 

25 29 

30.69 

8 Mexico 

36.83 

2.02 

2.50 

All 

960 

100.0 

100.0 

Tout production (mt/S bns) 


103 

13 

Coverage (per cent) 


61 4 



Notes: I The aggregate PSE is a weighted average of countrywise PSEs, the weights being their 
relative share in value of production. 

2 ‘Coverage’ indicates the ratio of production of commodity covered in the study to total 
world production. Average world production has been calculated for the period 1984-86. 

3 PSE figures for Australia are for seed cotton but-production figures are for lint. 
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sugar as the mot protected. Protection levels 
for wheat and rice were low: 10.88 and 7.29 
per cent respectively. 

Other studies by Gulati and Sharma 
[1991], and Gulati and Pursell [1992] give 
detailed estimates of protection coefficients 
(NPC, EPC, and ESCs) at crop and region- 
specific levels. 34 These estimates indicate 
that commodities like rice, wheat and cotton 
can experience significant exports, more so 
after the devaluation of July 1991. The study 
suggests a shift in resource allocation from 
the highly protected crops to those that are 
not protected, since commodities such as 


wheat and rice have potential to become 
major foreign exchange earners. Markets for 
high quality basmati rice exist in the gulf and 
elsewhere, but technology upgmdation is re¬ 
quired to boost production of rice in India. 
In coarse grains, there is likely to be some 
pick- up, but it will be constrained by the 
nori-availability of technology in the short 
to medium run. In pulses, there is not likely 
to be much dramatic changes. Oilseeds, are 
a highly protected industry in India, and 
studies by Gulati [1990] and Gulati and 
Pursell [1992] suggest that we should use our 
earnings from the sale of foodgrains and 


cotton to fitumoe imports of edible oils, 
because of comparative advantage in the 
former. Thus by liberalisation the produc¬ 
tion of oilseeds in India is likely to be severe¬ 
ly affected. Sugarcane may marginally pick 
up. Gulati and Debroy [1992] also suggest 
a great potential for fruits and vegetables. 

Our sffcdy concludes that agricult&ft on 
the whole would be a beneficiary and a can¬ 
didate for higher resources (purely on effi¬ 
ciency grounds), if reforms at a global level 
are carried through. The agricultural in¬ 
comes are likdy to increase, changing the 
very demand patterns in the country. 


Notes 

This papef is a revised version of the one 
presented at the National Seminar on ‘Issues 
of Subsidy in Transport and Related Sectors’, 
hcM at 1 IT Delhi in May 1992.] 

1 The General Agreement on Dade and 
Tariffs (GATT) came into being in 1948. Us 
purpose was to lay down rules and regula¬ 
tions for carrying out trade in all com¬ 
modities to foster a more liberalised trading 
environment. GATT prohibited the use of 
all non-tariff barriers to trade and imple¬ 
mentation of the most favoured nation 
(MFN) clause. Agriculture was. exempted 
from GATT on US request. 

2 The Common Agricultural Policy or the 
CAP came into existence with the creation 
of European Community in 1938. It had 
three main aims: (I) free flow of agricultural 
commodities within the EC; (2) communi¬ 
ty preference of EC goods over imports; (3) 
common financing of agricultural program¬ 
mes. These three objectives were aimed at 
achieving the following goals within the 
Community: 

(a) an increase in agricultural productivity 
and competitiveness thereby, (b) ensuring 
a fair standard of living for the agricultural 
community, (c) stabilisation of family 
farms; (d) stabilisation at markets; (e) 
availability of supplies at reasonable prices 
to consumers. 

3 After the second world war, most develop¬ 

ing nations followed policies that encourag¬ 
ed import substitution in the industrial sec¬ 
tor, leading to 'foreign trade and payments 
regimes’, which imposed an indirect tax on 
the agricultural sector. Domestically pro¬ 
duced manufactured goods were protected 
through tariffs on competing imports, 
which lowered price of agricultural produce 
relative to the price of tradables outside the 
farm sector. Protection led to a fall in im¬ 
ports and depreciation of the exchange'rates 
of developing nations thereby further lower¬ 
ing price of agricultural commodities rela¬ 
tive to commodities outside this jeetor 
[Schiff, 1991]. *' 

4 These country-speciflc studies relate to 
agricultural sectors of Argentina by Reca; 
of Egypt by Cuddihy of Pakistan by Brown 
and Gotsch; and of Thailand by Bertrand 

3 There countries are Argentina, Brazil, Chile, 
Columbia, Cote d’lvore, Dominian Repub¬ 
lic, Egypt, Ghana, Republic of Korea, 
Malaysia, Morocco, Pakistan, Philippines, 
Portugal, Sri Lanka, Thailand, TUrkey and 


Table 4(h): Countrywise State Support to Sugar 


Country 

PSE 

(IVr Cent) 

Share (Per Cent) in 

Total Production Value Production 

1 Nigeria 

-159.00 

0.07 

0.07 

2 China 

- 14.83 

5.47 

6.06 

3 South Africa 

-14.33 

2.76 

2.33 

4 Columbia 

1 00 

1.65 

2.80 

3 Pakistan 

660 

42.63 

3.72 

6 Australia 

13.83 

4.33 

3.11 

7 Kenya 

25.83 

0.45 

0.87 

8 EC-10 

32.83 

17.10 

28.25 

9 Poland 

35.25 

2.30 

3.35 

10 Chile 

37.33 

0.35 

0.59 

11 Canada 

37.67 

0.14 

0.15 

12 Duwan 

43.33 

0.83 

1.91 

13 Yugoslavia 

45.75 

1.00 

2.08 

14 USSR 

55.00 

11.23 

23.33 

13 United States 

68 33 

7.19 

11.30 

16 Japan 

70.47 

1.15 

7.91 

17 Egypt 

75.50 

1.36 

2.17 

All 

39.86 

100.0 

100.0 

Ibtal production (mt/$ bns) 


74 

14 

Coverage (per cent) 


73.8 



Notes-. 1 The aggregate PSE is a weighted average of countrywise PSEs, the weights being their 
relative share in value of production. 

2 ’Coverage’ indicates the ratio of production of commodity covered in the study to total 
world production. Average world production has been calculated for the period 1984-86. 


Table 4<i): Couni rywise State Support to Beef and Veal 


Country 

PSE 

(Per Cent) 

Share (far Cent) in 

Total Production Value Production 

1 China 

-43.67 

1.41 

1.03 

2 HtkisUn 

-19.20 

0.72 

0.21 

3 Brazil 

-0.83 

6.54 

2.73 

4 Australia 

6.00 

4.35 

2.50 

S United States 

9.00 

32.77 

28.55 

6 Canada 

10.33 

3.24 

3.01 

7 New Zealand 

12.00 

1.52 

0.65 

8 Tkiwmn 

18.50 

0.02 

0.04 

9 Poland 

24.50 

2.37 

1.64 

10 Yugoslavia 

32.50 

1.01 

1.53 

11 USSR 

33.00 

22.20 

22.38 

12 EC -10 

43.50 

21.81 

29.56 

13 Japan 

61.83 

1.60 

5.13 

14 South Korea 

64.33 

0.44 

1.05 

All 

27.59 

100.0 

100.0 

Ibtal production (mt/S bns) 


33 

78 

Coverage (per cent) 


56.0 



Notes-. I The aggregate PSE is a weighted average of countrywise PSEs, the weights being their 
relative share in value of production. 

2 ‘Coverage’ indicates the ratio of production of commodity covered in the study to total 
world production. Average world production has been calculated for the period 1984-86. 



Zambia. 

6 All but the Japanese endorse the system of 
aggregate measure of support for evalua¬ 
tion of government support and to monitor 
liberalisation. The United States and the 
Cairns Group specifically mention the PSE. 
The European Community is willing to ac¬ 
cept the PSE if it takes into account pro¬ 
duction control programmes and adjusts for 
the same. The Nordic Group of countries 
favours use of the Canadian TDE or trade 
distortion equivalent since they are more in 
favour of removal of trade related distor¬ 
tions. Australians use the price adjustment 
gap for measure of support levels to 
farmers. 

7 For greater details on AMS, see Draft Final 
Act Embodying the Results of Uruguay 
Round of Multilateral Trade Negotiations, 
December 1991, commonly known as the 
Dunkel Draft. 

8 The coverage of value of total agricultural 
production shows high degree in respect of 
Canada (92 per cent), EC-10 (71 per cent), 
Pakistan (91 per cent) and USSR (70 per 
cent). Coverage in the case of India was 37 
per cent. A few countries such as Nigeria 
(10 per cent), Thailand (26 per cent) and 
Tlirkey (16 per cent) were not covered exten¬ 
sively. Other major countries such as Japan 
(63 per cent) and the US (69 per cent) had 
high ratios of the value of PSE commodities 
value of production to the total agricultural 
value of production. 

Domestically consumed Iced is imiiiially ex¬ 
cluded from the agricultural ODP because 
the value of this feed is already incorporated 
into the value of livestock products How¬ 
ever all domestically produced teed is in¬ 
cluded as an item in the total value of PSE 
commodities. Thus in Yugoslavia, which 
has a large corn component among its PSE 
commodities, the summed value of PSE 
commodities (gross of feed production) ex¬ 
ceeds the total value of agriculture (net of 
feed consumption). 

9 Exchange rate policies come under 
‘economywide policies’ used in this study. 
Economywide policies are programmes that 
are not specific to agriculture but have a 
significant, distinguishable impact on the 
farm sector. Examples include: (a) exchange 
rate (b) general tax policies (c) general 
transportation subsidies. Effects of ex 
change rate policies are calculated for many 
developing countries, but not for developed 
nations, mainly due to two reasons. Firstly, 
exchange rate distortions are normally 
higher in developing nations where there is 
a tendency to maintain artificially higher ex¬ 
change rales, resulting in disparities in of¬ 
ficial and black market rates. Secondly, 
since agricultural sector is of greater impor¬ 
tance in developing nations, it implies that 
these exchange rate distortions have a larger 
impact on agriculture than it would in in¬ 
dustrially developed economies. Exchange 
rate adjustment was made for the foliow- 
ing countries: Argentina, Bangladesh, 
Brazil, Chile (except for oats and potatoes), 
Columbia, Egypt (except for corn), Kenya, 
Mexico, Nigeria (except for com), Pakistan 
and Sooth Africa. In case of Egypt the 
economy-wide policies consisted of non¬ 


quota and quota adjustments in exchange 
rates adjustments. 

10 Although the PSE measure incorporates 
most of the major policies that influence 
production, consumption and trade, there 
are a few measures that are not included 
and are reasons for caution. These are: (a) 
policy coverage may not be the same across 
countries; (b) difference exists in the stan¬ 
dardisation of products and commodities 
in terms of quality; (c) differences of opi¬ 
nion in classification of policies into 
categories; (d) reliability of data and its 
availability may differ from country to 
country; (e) difficulty exists in measuring 
levels of subsidy for countries undergoing 
hyperinflation (e g, Argentina). 

Policies not included in measurement of the 
PSE are: (i) EC national policies and all 
slate and provincial policies; (n) general 
economic policies such as the tax structure, 
that are differentiated sectorwise; (iti) Food 
aid and expori credit programmes; (iv) 
voluntary expori restraint programmes and 
phytosanitary regulations; (v) social security 
benefits and programmes for non-agriuit- 
tural rural development. 

11 Since data for the USSR was available only 
for 1986, countries were ranked foi the 
period 1982-87 as well as for 1986 alone 
From the results obtained, USSR moved 
from 21st to I8lh position when consider 
tng data foi only 1986. Other significant 
changes were in the case of Nigeria (6in to 
16th). Senegal (12th to 22nd), Chile (I7th 
to 21st), Poland (17th 10 10th) and New 
Zealand (18th to 11th). India, which stood 
10th for the period 1982-87, moved to 8th 
position for 1986. Movement for other 
countries was insignificant. 

12 EC-10 comprises of the following countries 
Belgium, Denmark, France, Germany, 
Greece, Ireland, Italy, laixembourg. Nether 
lands and UK. 1 he two other members of 
the European ( ommumty— Spain and Por 
tugal were not included in this study Spain 
and Portugal were integrated into the EC 
agricultural policy only in 1986, a probable 
reason for their exclusion from this study 
riiest two countries have been gjvcn 8 to 
10 years to integrate their policies with those 
of the LC 

13 1 he Cairns Group consists of the tollow- 
ing countries—Argentina, Australia. Brazil, 
Canada. Chile, Columbia, Indonesia, New 
Zealand and Thailand. Four members not 
included in this study were Hungary, 
Malaysia, Philippines and Uruguay. 

14 The Developing Group consisted of the 
following countries— Egypt, Korea, Mexico, 
Poland, Senegal, South Africa, Taiwan, 
Turkey, USSR and Yugoslavia. The block 
of developing countries was formed oh the 
basis ol income levels from (he World 
Development Report (Issues 1982-87). 

15 The Less Developed Group consists of the 
following countries—Bangladesh, China, 
India, Kenya, Pakistan and Nigeria 

16 The US/EC subsidy war in the case of 
wheat plunged wheat prices from $5 per 
bushel to J1.75 per bushel, the lowest in 20 
years during the 80s. The fallout of this war 
was a fall in farm incomes in Canada. 
Farms are tiling for bankruptcy in Saskat¬ 


chewan, Canada at more than a thousand 
per year. According to The Washington 
Post, one-sixth of the farmers have gone 
through a hank-debt review. 

17 Japanese policy has tried to preserve all 
farmland, theieby being forced to maintain 
parity between farm and non-farm incomes. 
Today average incomes of farmers are more 
ihan 13 per cent inghci than average blue 
collar worker incomes, though only 14 per 
cent of the Japanese workforce consists of 
full time fanners. Most Japanese farmers 
receive mniniodily prices that arc on an 
average more than six nines higher than 
thosr in the international markets. Agricul¬ 
tural labour productivity is extremely low 
in Japan, and studies in 1980 measure pro¬ 
ductivity levels at 18 2 pet tent of levels 
within the rest of the economy Rice is the 
foundation ol all policies, ami more than 
half of the government farm support goes 
into preservation of pioductton ol this one 
commodity Die bulk of policy transfers are 
to rice, which accounts lor 59 per cent of 
total tralisters, though the rate of protec¬ 
tion is no; as high as lor other commodities. 

I ihei.ilis.uion of nee irade may lead ro 
bankruptcy ot user half of Japan's 1.8 
million farms 1 he high protection 
farmers has led to extremely high f d 
puces in Japan w'mli aie sure to fall with 
hberaliMtion causing a rise in consumption 
and higher imports Rice imports may rise 
by about 21 pc-s cent as prices fall over 60 
per ten' wun reform in woild agricultural 
trade loday nee in Japan is valued at about 
sis times tin world price, and beef at ten 
t mow Wheel c, about 4.5 times as expen¬ 
sin' in Japan .o it is in the test ol the world, 
lapanesc Giro policies fon* consumers to 
spent! about '2 per cent of then total in¬ 
come on loot I as , om pared to 13 to 14 per 
cent in the US 

18 1 Ins rate of taxation is the weighted average 
of basmati and non basmati rice producers 
in Pakistan, their respective weights being 
value weights. 

19 Special consideration tor the LDCs: Non- 
com.iKXlity-specific subsidies for long-term 
agricultural development, limited tariffs on 
agricultural commodities, extended periods 
to complete the transition to a fully liberalis¬ 
ed environment and opening up of trade in 
commodities of special interest to the LDCs 
are recommended ir the US proposal sub¬ 
mitted to the GATT on July 6, 1987. 
Non-commoduy-specitic subsidies needed 
for long term development (research, in¬ 
frastructural siipjKvit, etc) would be allow¬ 
ed. Developing count ties would continue to 
phase out alt non-tariff measures but some 
tariffs would be allowed in cases through 
negotiation provided they keep within 
moderate levels. These would slowly be 
reduced in line with the rate of progress in 
development of the economy. 

20 (a) The central authorities of the European 
Community devote 67 per cent of their total' 
budget to support less than 4 per cent of 
then overall economic activity. Most money 
is collected through taxes—it cost an 
average family of 4 over 800 ECUs to sup¬ 
port the CAP in 1983. Tiriff equivalents on 
non-tanff burners in the EC were estimated 
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at 188 p-'r cent for sugar and 96 per cent 
for wheal; tb) A 1988 study by the Kiel In¬ 
stitute of World Economics showed that the 
abolition of the CAP would raise employ- 
men by 85,000 or 4 per cent in the EC. 

21 Tariffication is defined as the conversion of 
all non-tariff barriers including variable 
levies, minimum support prices and import 
quotas into bound tariffs 

22 The Nordic group consists of Norway, 
Sweden, Finland and Iceland They propose 
greater reliance on the market and less on 
government intervention. 

23 Compensation to marginal farmers who 
may suffer hardships through a rise in world 
food prices may take place either within the 
GATT framework or outside it If outside 
the framework of the GAIT, it must take 
place simultaneously Outside the GATI 
there are proposals to set up an IMf Com 
pensatory and Contingency I tnanctng 
Fund The problem that arises out of IMF 
involvement is that policies of the recipient 
nation have to he in line with the IMI 
Secondly, financing is noi provided through 
loans at concessional rates Another 
possibility is to set up a food aid fund where 
developed nations contribute on the basis 
of economic si/e and degree of distortions 

24 Although these estimates also suggest a 
situation of net taxation of Indian 
agriculture, the degree of taxation differs 
compared to USDA estimates of PSts I he 
underlying reasons are dilfercnt sets ot data 
being used as also the regional coverage. 
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Price Subsidies and Irrigation Investment 

in India 

Macro Implications 

DKIUlfca 
Atul Sam* 

An applied general equilibrium model is used to analyse macro effects of three policy instruments, namely, 
fertiliser and food subsidies and investment on irrigation, for agricultural development in India. The results show 
that f a choice has to be made among these policy instruments, investment on irrigation has the potential of 
tackling two persistent problems of the Indian economy—vulnerability of agriculture to weather conditions and 
lack of purchasing power of a large section qf the populace to buy food—by way of reducing dependence on 
the rain god and improving income distribution. 


I 

Introduction 

AGRICULTURAL production in develop¬ 
ing countries like India is characterised by 
outmoded techniques and uncertain condi¬ 
tions of production resulting in low per 
capita availability of food. What is more, a 
large section of the populace is deprived of 
food due to lack of purchasing power. 
Caught in a situation like this, governments 
of most developing countries pursue policies 
to serve two basic objectives: One is to 
induce fanners to produce more. The other 
is to make food available to all sections of 
the population at reasonable prices. Ibwatds 
these goals, the major policy instruments 
that are commonly used are: 

(i) subsidising important inputs such as 
fertilisers and seeds to encourage higher 
production; 

(ii) giving price support to farmers to en¬ 
sure a reasonable return on their investment; 

(iii) undertaking investment on irrigation 
to bring about structural changes in produc¬ 
tion conditions; and 

(iv) subsidising poor consumers by sell¬ 
ing foodgrnins through a public distribution 
system (PDS) at ration prices which are 
lower than ruling market prices. 

While there is near unanimity about the 
desirability of PDS, the other policy options 
have been a subject of recurrent (Mates. 
Which is to be preferred between input sub¬ 
sidies and output subsidies: (i)' and (ii)? 
Again, is it better to choose monetarist 
policies of price incentives: (i) and (ii) or to 
|o for long-term structuralist options: 
(iii)? 1 

These debates have acquired renewed 
■ignificaiice in India in view of the severe 
resource crunch heed by the government. 
The current account of the Indian govern¬ 
ment has been showing a deficit (equal to 
shout 2.6 per cent of GDP in I9M-R9) in 
recent years. One of the major reasons for 
he deficit is the growth in food and fcrtdber 
mbsidies which account for nearly TO gw 
rent of the total subsidies (the latter is most 
haa 4 per cent of GDP). Undentendahfe 
here is great concern to sum the growth of ’ 
fete subsidies anal search for mifoMi 


alternatives. 2 

ft is in this context that we have address¬ 
ed ourselves to the fottowtag questions: 

(1) How would macro v a riabl es like prices 
and national income b ehav e if fertiliser sub¬ 
sidies are totally withdrawn? 

(2) What would be the impact on these 
variables if fertiliser (input) subsidies are 
withdrawn and food (Output) subsidies are 
increased by an equivalent amount? 

(3) How would the impact vary if, alter¬ 
natively, investment on irrigation is stepped 
up by an amount equivalent to the fertiliser 
subsidies withdrawn? 

These questions ate analysed using an 18 
sector computable general equilibrium 
(CGE) model of ladia 3 which is described 
in Section II. Section III discusses simula¬ 
tion results while Section IV contains a few 
concluding remarks. 

II 

The Model 

The economy m our model is represented 
by 18 sectors—17 commodity sectors and 
one financial market—and three agents— 
household, business aqd government. 

Commodities are broadly grouped under 
three heads—final goods, intermediate 
goods and investment goods. There are six 
final goods (foodgrains, consumer non¬ 
durables non-textiles, cotton textiles, syn¬ 
thetic textiles, consumer durables and ser¬ 
vices), nine int er modi Me goods (iron and 
steel ferro-alloys, iron and steel casting and 
forging, coal and lignh*, crude petroleum 
and natural gas, electricity, fertiliser and 
pesticides, cement, industrial raw materials 
and other basic and imsrmedtote goods) and 
two investment good* (construction and 
plant and equipment). 

The supply of fonfogniae (cereals and 
pulses) hat been obanhMd as follows. 

0) Spc - So x v ro 

when Sw A^, and Y M as* respectively the 

igppyKMmmiRpipiriiiwaia 

(haetarc) at food)pfo* . Ife assume that 

a t e a a ti o a of arm depends upon fanners’ 

mgosrae M fosdgrrimMsriq m.* Y i e ld per 


technological factors like use of fertilisers 
and irrigation facilities. Thus, 

(2) A fc * flPpr, 

*FG 

where P ro is the price of foodgrnins, C™. 
is consumption of fertilisers and lA^ is ir¬ 
rigated area under foodgrnins. The subscript 
-I indicates lag of one year. The irrigated 
area, in turn, is a function of government 
expenditure on irrigation (EXP): 

(4) IA^ = h(EXP ,) 

Consumption (demand) of fertilisers 
depends on own prices, foodgrains prices 
and the level of irrigation. 3 

(5) C FEKT - c(p pt . P F[ P1 IA K( .) 

For final and investment goods, demand 
equations are estimated as functions of 
prices and income. In some equations such 
as foodgrains and consumer non-durables, 
income distribution as given by the ratio of 
wage Income to disposable income is also 
included as a variable. 6 For intermediate 
goods other than fertilisers, demands are 
derived using fixed input-output coefficients. 

Supply of final goods are price-responsive 
and estimated econometrically. Bank credit 
enters as a variable in the supply functions 
of final goods. Supplies of intermediate 
goods are exogenously given in the first 
period, but endogenised in the second period 
by using incremental capital-output ratios 
and some investment allocation rules. In the 
tkt rm * of a capital coefficients matrix, the 
demand for and the supply of capital goods 
are empirically estimated. 

The household sector consists of two 
broad groups—earners of wage income and 
earners of non-wage income The business 
sector represents private producers. National 
income is derived as the sum of value add¬ 
ed in the commodity sectors. The generation 
ofvahie added and its distribution between 
wage and non-wage income eamcn are com¬ 
puted using a matrix of wage and non-wage 
coefficients. Tbttl investment is obtained as 
the mm of the value of construction and 



that of machinery and equipment. Public in¬ 
vestment is assumed to be given in real 
terms. Private investment is obtained by sub¬ 
tracting public investment from the total 
investment. 

The financial sector comprises two 
assets—money and bank credit. Money is 
created by the central' bank to meet the 
deficit in the government budget. We assume 
that whatever money is printed is readily 
demanded by the household sector for tran¬ 
saction purposes. Supply of bank credit is 
estimated as a function of high-powered 
money and household savings in financial 
assets. Government demand lor bank credit 
is obtained as a fixed fraction of its invest¬ 
ment expenditure The business sector’s de¬ 
mand for credit is obtained as the excess of 
its investment requirement over ns own sav¬ 
ings, the contribution of the household in 
the form of shares and debentures together 
with its savings in physical assets. 

The supply of foodgrains (i e, equations 
(I) through (4)) and the demand for fer¬ 
tilisers (equation (5)) have been 
econometrically estimated and presented in 
the Appendix. The supply and demand 
equations for other sectois are taken from 
Chetty and Ratha 11987b]. Following 
Pradhan et al [1988], it is assumed that the 
private sector invests in final goods and 
partly in the investment goods according to 
market signals (prices) while public invest¬ 
ment is allocated among the remaining part 
of capital goods and the intermediate goods 
according to the prevailing pattern of excess 
demand. It is also assumed that there is one 
period lag between investment and output 
in the public sector, while private sector pro¬ 
duction is instantaneous. 

Government balances its budget by money 
creation. The business sector balances 
its budget by borrowing from commercial 
banks. 

Equilibrium in private sector is obtained 
through flexible prices The prices of goods 
produced in the public sector are ad¬ 
ministered according lo cost plus a given 
mark-up tule; equilibrium in these sectors 
is achieved through either imports or inven¬ 
tory accumulation. The financial market is 
cleared, if necessary, through rationing of 
bank credit to the private sectoi 

The model is solved using a fixed point 
algorithm. Because of the one-year 
investment-output lag, it is necessary to solve 
the model for at least two periods. 

Now the working of the model can be il¬ 
lustrated with a specific example. Suppose 
the government withdraws the fertiliser sub¬ 
sidies to reduce its budget deficit. As soon 
as the subsidies are withdrawn, the consumer 
prices of fertilisers will go up leading to a 
reduction in demand: equation (5). As 
evident from equation (3), the yield of 
foodgrains will fall, resulting in a left ward 
shift in the supply curve—given by (1)—of 
foodgrains. This shift will lead to a fall in 
the value added originating from the food 
sector. Moreover, since the wage component 
is very high in the value added from 
foodgrains, the share of wage income in total 
disposable income (i e, income distribution) 


will also tend to decline. Both these effects 
will tend to induce a left-ward shift in the 
demand curves for foodgrains. Thus, the 
output of foodgrains will be lower. It is dif¬ 
ficult to tell, however, the direction in which 
the price ot foodgrains will changc—its 
behaviour will depend upon the relative 
movement of supply and demand curves. 

In our model, food price plays a very im¬ 
portant role It directly enters the demand 
functions of consumer non-durables andser- 
viccs with a negative sign (i e, if food price 
increases, the demand for these goods will 
decline), it also indirectly affects the demand 
lor consumer durables in the opposite way 
(i e, increase in food price induces an in¬ 
crease in the demand lor durables) reflec¬ 
ting the big farmers’ preference for such 
goods. If food price increases as a result of 
withdrawal of fertiliser subsidy, therefore, 
the demand pattern for different goods will 
undergo significant changes in both direc¬ 
tions As a result, it is difficult to predict a 
priori the behaviour of macrovanables like 
national income and its composition. The 
case is complicated furthei in the second 
period when the rise in food price in rhe first 
period will also lead to allocation of a larger 
area for foodgrains: equation (2). 

The above chain ol arguments will hold, 
however, only if the demand for fertilisers 
decreases as a result of withdrawal of fer¬ 
tiliser subsidy. But this condition may not 
obtain at all if the food price increases well 
enough to compensate for the adverse effect 
of highet prices of fertilisers: equation (5). 

III 

Simulation Results 

It is clear from the above discussion that 
the questions posed earlier need to be em¬ 
pirically examined incorporting general 
equilibrium interactions. Corresponding to 
the questions, we discuss the following policy 
options (schemes). 

Scheme 7 

Fertiliser subsidies are withdrawn in 
periods 1 1 and 2 with the objective of 
reducing government budget deficit. 
Scheme 2 

The input subsidy is replaced by an out¬ 
put subsidy, i c, fertiliser subsidy is 
withdrawn and food subsidies arc stepped 
up by an equivalent amount in both periods. 
Scheme 3 

Fertiliser subsidy is withdrawn and an 
equivalent amount is invested by the govern¬ 
ment for creating irrigation facilities in both 
periods. 

We examine these schemes under two 
situations: 

Case l: 

Wages are not protected. 

Case II: 

Wages are indexed to the food price, the 
indexation factor being 0.20 (i e, for every 
one per cent increase in the food price, wage 
rate is revised by a quarter per cent). 
Fertiliser subsidy scheme as is prevalent 


in India is intended to serve two objectives: 
to ensure a reasonable consumer price to in¬ 
duce the farmers to use fertilisers and to en¬ 
sure a reasonable return on investment so as 
to facilitate the growth of the fertiliser in¬ 
dustry. Keeping these objectives in view, 
uniform consumer prices of fertiliser are 
fixed on the one hand, while retention price 
based on certain normative capacity utilisa¬ 
tion level (e g, 80 per cent for Ammonia 
plants) and post-tax return of 12 per cent 
on net worth is fixed for each unit of the 
fertiliser industry. “The difference between 
the net realisation (consumer price minus 
distribution margin)..and the retention price 
plus equated freight...i$ mopped up from or 
paid to each unit by the govern- 
ment”[Govcrnment of India (1987, p 70)] in 
the.form of subsidy. 

Since fixed costs will decrease as the level 
of capacity utilisation increases, producers 
operating above (below) the normative 
capacity levels benefit (lose) from the sub¬ 
sidy scheme. Under the circumstances, there 
are two ways of reducing fertiliser subsidy: 
(i) by increasing the normative level of 
capacity utilisation while calculating nor¬ 
mative costs and reducing energy and 
marketing and distribution costs as indicated 
by the high powered committee [Government 

India (1987, p 72)] and (ii) by increasing 
.he consume! prices of fertilisers. In the pre¬ 
sent paper, we will discuss the implications 
of the second way of withdrawing fertiliser 
subsidy. The first alternative involves detail¬ 
ed micro-level cost studies which arc beyond 
the scope of this paper. 

Food (output) subsidies as provided in 
India also have twin objectives: one is to give 
incentive prices to farmers while the other 
is to make food available to the poor at ra¬ 
tion prices. The former is achieved through 
support prices and the latter through the 
PDS. 

Support price amounts to giving implicit 
subsidy to the farmers selling to the govern¬ 
ment agency to the extent of the cost of 
carrying the stock (which includes storage, 
maintenance, interest and risk premium) un¬ 
til the market price firms up to the level of 
the support price 

Subsidies to the consumers, on the other 
hand, is the difference between the market 
price 8 and the ration price inclusive of the 
transport and distribution cost. 

Keeping this in view, we define food sub¬ 
sidies as follows: 

(6) FS = (p fc •- P,) Q + *RP, 
where FS is food subsidy, P F0 the market 
price, P, the ration price, Q the quantity 
distributed through tt|p PDS, R the govern¬ 
ment stock in excess of Q and p 1 the sup¬ 
port price announced by the government. A 
is the carrying cost of a rupee worth of 
stocks, 8 Note that the first term on the r h 
s of («) shows consumer subsidy while the 
second term the implicit producer subsidy. 

As mentioned earlier, in Scheme 2, food 
subsidies are stepped up by an amount 
exactly equal to the amount of fertiliser 
subsidy withdrawn by suitably manipulating 
p, and p r —it is necessary to adjust p r 



because weassume downward rigidity in p. 
and Q. 10 

In Scheme 3, the amount withdrawn is 
added to the expenditure on irrigation. EXP, 
,n equation (4). As indicated earlier, the ir- 
11 gated area under foodgrains responds to 
irrigation expenditures with, a lag of one 
year. The increase in such expenditures, 
nevertheless, generates value added in the 
current year itself. We assume that the value 
added coefficient for irrigation is the same 
as in the construction sector. 

While interpreting the simulation results, 
we use the following measure (p) of income 
distribution: 

„ , W Y/ P.o 

DY/CiPI 

where WY = post-tax wage income, DY = 
total disposable income and GPI = general 
price index." 1 

The results of the three schemes under 
Cases I and II are presented in Tables 1 and 
2 respectively. It is observed that: 

(1) Under both Cases I and II in Scheme 
1, withdrawal of fertiliser subsidy results in 
a fall in the supply of foodgrains accom¬ 
panied by a rise in the food price. Output 
of foodgrains falls because, as mentioned 
earlier, both supply and demand curves shift 
to the left. The food price increases because 
the supply curve shifts more in comparison 
to the demand curve. Expectedly, the b .dget 
deficit is reduced. But, GDP declines 
throughout, except for period 2 under Case 
II where it increases marginally. Income 
distribution worsens due to the increase in 
the food price even when wages are indexed 
(recall that wages are only partially pro¬ 
tected). The overall implication is that in the 
absence of a more effective alternative spen¬ 
ding programme, fertiliser subsidy has to be 
maintained even if it involves a high budget 
deficit. 

(2) In Scheme 2 (i e, where fertiliser sub¬ 
sidy is replaced by increase in food sub¬ 
sidies), the open market price of foodgrains 
increases considerably. This increase more 
than offsets the adverse effect of increase in 
the price of fertilisers on the consumption 
of fertilisers in that yield of foodgrains 
rises—equations (5) and (3)—in both 
periods. In addition, the increase in food 
price in period I leads to higher area alloca¬ 
tion in period 2: (equation (2). Consequent¬ 
ly, output of foodgrains increases (instead 
of decreasing, as in Scheme I) in both 
periods under both eases. 

The behaviour of macro-variables in this 
scheme differs widely between Case I and 
Case II, Under Case I, the high food price 
brings down the demand for consumer non- 
durables and services, but increases the 
demand for consumer durables. The net ef¬ 
fect, however, is a fall in GDP. The high food 
price is also responsible to the worsening of 
income distribution in this case. Thus, when 
wages are not protected, an input subsidy in 
the form of fertiliser subsidy is superior to 
an output subsidy in the form of food 
subsidies. 


The results, however, are reversed under 
Case II where wages are protected. In this 
case, although GDP and income distribu¬ 
tion worsen in period I, both exhibit signifi¬ 
cant improvement in period 2. When com¬ 
pared with Case I, Case II shows improve¬ 
ment in growth and equity in both periods. 
While the improvement in income distribu¬ 
tion as a result of wage indexation is an 
expected result, the increase in GDP needs 
an explanation. When the food price in¬ 
creases, wage rates in all sectors are revised 
upwards, giving rise to higher (nominal) 
wage income. That induces higher demand 
for foodgrains and consumer non-durables 
and services. The price of food rises further 
and wages arc revised again. Since there is 
only partial indexation, the chain stops after 
some time, hut, by then, the economy is on 
a higher growth path. This process is accom¬ 
panied by higher food prices as well as 
general inflation as can be observed from 
the tables. 

Considering both the cases toge'.cr, it 
may be concluded that food subsidy with 
partial indexation of wages, which is close 
to Indian realities [Pradhan et al (1988)) is 
preferable to fertiliser subsidy. Incidentally, 
it may be pointed out that larger impact of 
Case II on growth, income distribution and 


reduction In budget deficit works through 
strong income effects due to protection of \ 
real wages and this observation is true In all 
three schemes. 

(3) The results of Scheme 3 (where the fer¬ 
tiliser subsidy is replaced by investment on 
irrigation) are interesting. Supply of 
foodgrains falls in the first period for the 
same reasons as in Scheme 1, but increases 
in the next period when the irrigated area 
under foodgrains expands as a result of ex¬ 
penditure on irrigation. Food price rises in 
the first period, but falls in period 2 owing 
to larger supplies. (Under Case II in period 
2, food prices register a small increase oaring 
to higher demand induced by wage indexa¬ 
tion.) GDP and income distribution follow 
the same pattern as supply of foodgrains, 
i e, both worsen in period I but improve in 
period 2. 

Since (he impact of investment on irriga¬ 
tion is felt in period 2, for comparison, only 
the results with respect to period 2 need be 
considered. Comparing with other schemes, 
it can be observed that investment on irriga¬ 
tion contributes to higher growth and bet¬ 
ter income distribution under Case I. 
However, under Case II, there seems to be 
a trade-off between growth and equity in the 
sense that while income distribution is the 


i aw i I. Cast 1 - Ri Minx wHtN Wai.es Are not Indexed 
(I’cr ceiil changes over corresponding benchmark levels) 


Schemes 

US 

(2) 

(3) 

Period 1 




Supply ot foodgrains 

0 868 

0.567 

-0.782 

Price of foodgraim 

5 212 

12.203 

5.621 

General price index 

0 555 

-0.622 

- 0.564 

Gross domesia product 

0 930 

- 1695 

-0.661 

Income distribution 

4.844 

-12 231 

6.113 

Government budget delicti 

10 559 

4.960 

-1.768 

Period 2 




Supply of foori^taint 

0 470 

0.743 

0.367 

Price of foodgrains 

2 767 

7.165 

-0.865 

General price iridix 

0.307 

-0 325 

-0.360 

Gross domestic product 

0 448 

-0 887 

-0.493 

Income distribution 

- 3.207 

-7 509 

1.492 

Government budget deficit 

6 919 

4.391 

-6.019 

Notes: Scheme 1 leinliser subsidy is 

withdrawn. 



Scheme 2 1 univalent amount allocated on food subsidy. 


Scheme 3 i quivalent amount 

is invested on irrigation. In Scheme 3, procurement price 

is increased in both periods. 




I'sBir 2. Case II- 

Ri suits whin Wxt .1 s Am- Indi xt n 


Scheme 

US 

(2) 

O) 

Period 1 




Supplv ol foodgr mis 

- 0.654 

(i TS8 

0.566 

Price ol loodgrams 

6.964 

13 654 

7 369 

General price indes 

0 074 

1 560 

0.078 

Gross domestic pioduci 

0 733 

(1 533 

0.466 

Income distribution 

5 240 

6 240 

5.606 

Gosernmenl budget del ten 

8.125 

0 512 

0.690 

Period 2 




Supply ol foodgrains 

0.107 

0 687 

0.936 

Price of loodgrams 

6 496 

10 412 

2.821 

General price index 

1 362 

3 008 

2.055 

Gross domestic product 

0 122 

1 2 66 

1.036 

Income distribution 

1.919 

1 966 

2.712 

Government budget deficit 

4 016 

2 620 

-3.133 


Notes'. Scheme I Fertiliser subsidy is wiihdrawn 

Scheme 2. Equivalent amount allocated on lood subsidy. 

Scheme 3; Equivalent amount is invested on irrigation. In Scheme 3, procurement price 
’ is increased ih period I, but ration price is increased in period 2. 
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best, growth is somewhat lower in this 
scheme than in Scheme 2. 

Higher growth in national income in 
Scheme 2 can be explained as follows: With 
sharp increase in food prices, there is need 
for continual revision of wages. This, in turn, 
generates strong, income effects resulting in 
higher growth. Food prices being lower 
under Scheme 3, this kind of income effect 
is somewhat weak and hence the slightly 
lower growth. However, it will be useful to 
note here that vw have not used the capitalis¬ 
ed value of the irrigation investment and, 
to that extent, the computed value of GOP 
growth would be an underestimate If this 
is taken into account, the mild trade-off bet¬ 
ween growth and equity as observed is more 
apparent than real. 

Uniformly better income distribution in 
Scheme 3 can be explained in terms of low 
food prices on the one hand, and high wage 
component of the value added from irriga¬ 
tion on the other. A low food price also 
induces higher production of consumer non- 
durables and plant and equipment. Since 
these sectors contribute a significant portion 
of the excise tax revenue, the government 
budget deficit is also reduced considerably 
in Scheme 3 as compared to Scheme 2. In 
this regard, it may be noted that price sub¬ 
sidies are recurrent expenditures which in the 
long run are likely to prove costlier than a 
one-shot investment on irrigation. 

It may be mentioned in this context that 
Janvry and Subbarao [1986] found, using a 
CGE model of India, that investment on ir¬ 
rigation with downward flexible food price 
is preferable to price subsidies as far as 
growth and equity are concerned. They ar¬ 
rived at the same conclusion by using a par¬ 
tial equilibrium frame similar to Hayami ct 
al [1977], The findings of Chetty and Hatha 
[1987a] are also similar. 

IV 

Conclusion 

In this paper we analysed the desirability 
of fertiliser subsidies and alio explored the 
implications of two alternative policies using 
a CGE model of India. We found that: 

(1) It is not desirable to abolish fertiliser 
subsidies if the objective is just to ease the 
burden of budget deficit. 

(2) When wages are not protected (fertiliser) 
input subsidy is better than (food) output 
subsidy. Strong income effect which is 
generated by wage indexation results in the 
reversal of this conclusion, that is, output 
subsidy becomes preferable to input subsidy. 

(3) in comparison to price subsidies, invest¬ 
ment on irrigation certainly promotes in¬ 
come distribution and perhaps, also growth. 

For almost two decades from the 1960s, 
India followed a structuralist path in the 
sense of making heavy investments on irriga¬ 
tion as also on promotion of high yielding 
varieties of seeds. Of late, say from the 
1980s, the emphasis has been more on 
monetarist policies such as price subsidies 
on foodgrains and fertilisers. With all shift 
and twist, the policies can be regarded as 
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succutafal in iaran of tgricukural growth— 
production of foodfrahuhu trebled in the 
last 30 years. Two basic problems persist 
however food production is still vulnerable 
to the vagaries of weather, and a sizeable 
population still cannot consume food due 
to lack of purchasing power. Price subsidies 
can surmount the latter problem to some 
extent, but the recurrent expenditures on this 
account will impose great burden on the 
government budget which is already strain¬ 
ed. Investment on irrigation, on the other 
hand, has the potential of tackling both the 
problems by way of improving income 
distribution and reducing the dependence on 
the rain god. 


Appendix 

Supply of foodgrains 

(•) S FG = A fo x Y fo 

<2) log A fg = 11.451 + 0.056 log p K 
(294.1) (7.045) ' 

R 2 = 0.63 DW =- 2.29 DF - 22 

(3) Y„. = 389.719 + 3.947_.^i*?I 4 12.014 lA lr 
(3.02) (2.70) A k> (2.30) ' 

R 2 = 0.904 DW = 1.92 DF - 23 


(4) log IA fg = 2.226 + 0.113 log(F..VP ,) 
(54.05) (32.71) 


R 2 = 0.985 DW = 1.61 DF - 15 
Demand for fertilisers 

(5) 99.224 + 422.255 'jV. + 

A fg ( -4.47) (3.915) A, (| 


0.245 p Fr - 
(3 .697) F0 

R 2 = 0.942 


0146 PtmT 
(-2.745) 

DW = 1.87 DF 


14 


Notes: Subscripts FG and FERT refer to 
foodgrains and fertilisers respectively. Subscript 
1’ in equations (2) and (4) indicates lag of one 
year. Other variables are as follows: 

S = Supply in million tonnes 
A = Area in million hectares 
Y = Yield in kilograms per hectare 

p, = Price index of i with base 

1970-71 = 100, i = FG, FERT 
C = Consumption in thousand tonnes 
IA = Irrigated area in million hectares 
EXP = Government expenditure on irriga¬ 
tion in lakhs of rupees 
Equations (2) and (3) are estimated for (he 
period 1961-62 to 1986-87, while (4) and (S) 
are for 1969-70 to 1986-87. All the equations 
are estimated using ordinary least squares. 
Figures in parentheses indicate t-values. DW 
stands for Durbin-Watson statistic and DF 
is degrees of freedom. 

All the variables (except EXP) in the 
above equations are endogenously determin¬ 
ed in the model. For obvious reasons, p FG ( 

in (2) is taken to be exogenous in the initial 
period. 

Notes 


I There is a good discussion of these debates 
in the Indian cornea in Naixyan (1963] and 
Jaavry and Subbarao (1986, pp 92 - 97 J. 


Narayan argues ip favour of fertiliser sub¬ 
sidies, while Janvry and Subbarao advocate 
structuralist policies. The findings of Chetty 
and Ratha (1987a] also have a structuralist 
leaning. 

2 In the Long Term Fiscal Policy document 
[Government of India (1985)] it is indicated 
that the total amount of food and fertiliser 
subsidies should be contained at a level of 
one per cent of GDP by 1989-90. But it has 
reached the level of around 3 per cent in 
1988-89 (revised estimates) itself. 

3 Food prices play a very important role in 
the generation and distribution of income 
and also in the determination of demand 
for non-food sectors in the economy. A 
CGE model (as proposed to a partial 
equilibrium set up) provides a suitable 
framework for capturing the complex in¬ 
terlinkages between food and non-food sec¬ 
tors. See also Chetty and Ratha [1987a, p I j 
and lanvry and Subbarao [1986, p 62] for 
the desirability of a general equilibrium 
framework. 

4 We tried a number of other variables such 
as relalive prices of competing crops, yield 
per hectares- both with various lags—, 
lagged dependent variable, rainfall index etc. 
But none of them could be accepted either 
because it did not have a meaningful sign 
or because it was not statistically significant. 
Therefore we had to accept equation 
(2), although this specification is far from 
satisfactory. But considering the fact that 
acreage response has been found to be 
significant in a number of studies carried 
out in the context of India [Kahlon and 
Tyagi (1983, pp 24-40)J, we thought it pro¬ 
per to use the piesent equation. 

5 Area sown with HYVs and cropping pat¬ 
tern are also factors which determine 
farmers' demand for fertilisers [see Govern¬ 
ment of India (1987), p 5J. While the in¬ 
troduction of the former gives rise to the 
problem of multicollinearity, the latter is 
difficult to use in an aggregative equation. 

6 The demand equation for foodgrains has 
been modified to take account of the fact 
that there is a public distribution system 
through which a given quantity of 
foodgrains is sold at a fixed price which is 
lower than the market price. 

7 The two periods in our model correspond 
to 1980-81 and 1981-82 during which fer¬ 
tiliser subsidies were 3030 and 3730 millions 
of rupees respectively. 

8 We have used market price instead of pro¬ 
curement price for the problem of valua¬ 
tion which arises because of continuous 
replacement of stock at different times. For 
further details, see Chetty and Ratha 
[1987a], 

9 In our simulation, we have used A = 0.143. 
This value is computed from the informa¬ 
tion contained in Kahlon and George (1985, 
P 233). 

10 Under Case 1, p, is increased by 12 per cent 
and 7 per cent to step up FS by 3030 and 
3730 million rupees respectively in periods 
I and 2. Under Case II. p, has to be In¬ 
creased by 13.7 per cent in period 1, but in 
period 2 (he market price increases to much 
that the resultant increase in FS is higher 
than 3730 million rupees. The only way 
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other than reducing p or Q to bring 
the increase in FSto tne required level tot*? 
increase the ration price p, by 3 per cmt. - 

11 It is desriabtc to have income group spedAc ' 
price indices instead of awl GPL ‘ 
However, given the difficulty m generating ?' 
such indices in our model we have used 
P FC and GPI as proxies. This measure of 
income distribution is rather crude 
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Institutional Credit for Rural Development 

Proper Risk-Management or Group Lending? 

I) Narayana 

One of the major achievements of commercial banking in general and the directed credit programme in par¬ 
ticular has been the extension of the outreach of the banking sector to the small and marginal farmers and the 
weaker sections of society. The Narasimham Committee on the Financial System has however suggested a restruc¬ 
turing of rural banking on the ground that priority sector lending has led to falling profitability of banks. 

This article examines the performance of institutional credit programmes for rural development and the at¬ 
tempts to improve poor loan recoveries, especially the Group Lending Programme, and suggests that the problem 
lies with poor risk-management concepts. 


I 

Introduction 

AS part of its pack.i#.- .it ramiiiiii missions 
for the reform ot tli.■ fin:iiui.il system, the 
Committee on the t manual System, 
(Narasimham Oumi‘iikt.1 suggested a 
restructuring ot rural banking and the doing 
away with prtouty sector lending. I lie com¬ 
mittee’s proposals with regatd to the 
agricultural sector amount to a restart with 
a reversal lo the colonial peiurd when (he 
rural sector was left to the vagaries of nature 
and money tenders, landed ot usurers. 

One of the major achievements of com¬ 
mercial banking in general and the directed 
credit programme in particulai has been the 
expanding out-reach ol the banking sector 
to the small and matgmal farmers and the 
weaker sections of society The committee 
itself refers to a 20 fold increase since 106V 
in the agricultural credit extended by iom- 
mercial banks I he ostensible reason given 
for now recommending the alvlition ol the 
directed credit piogiairirne is 'hat .1 has al 
fectcd the coinmeicuT pmiiubihty of the 
banks ratbei seriously fne ■onimiftee has 
taken the view that poor repiviient pet fot 
manee and the concession..! intcest iates 
charged had a majot roic to play in me tail¬ 
ing profitability of the banks, although there 
was little in the Report to substantiate such 
conclusions ' 

Since the attempt now seems to be to hand 
over the banking sector to industry and trade 
where it ‘traditionally belonged’, questions 
like what happens then to agriculture and 
the weaker sections cannot be avoided. 

This article is organised in seven sections. 
Section II provides an outline of rural len¬ 
ding in India. Section III discusses the 
Indian experiment with crop insurance and 
relates the poor loan recovery to agricultural 
risk. Section IV takes up the question of risk- 
management in relation to agricultural 
lending and argues that the issue of loan 
delinquencies cannot be discussed in isola¬ 
tion from it. Section V provides a brief 
account of some of the salient features of 
Group Lending Programme (Gl.P) and Sec¬ 
tion VI discusses the limitations of the two 
successful Gt.Ps Section VU presents the 
conclusion. 
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II 

Evolution of Rural Lending 
Programme^ 

At the tune of independence, India had 
a structure of rural credit institutions, with 
co-operative banks and land mortgage 
banks catering to short-term and long-term 
credit needs, respectively. The period covered 
by short-term credit had already been 
extended to 12 months and the term ‘crops’ 
had been widened to cover animal products 
as well as processed agricultural produce. 
Even so, as the assessment of the perfor¬ 
mance of co-operatives by the All India 
Rural Credit Survey Committee in 1954 
biought out, the volume of credit supplied 
b> the co-operative movement was insignifi¬ 
cant. Consequently, the 1950s and 1960s saw 
attempts to strengthen and broaden the co¬ 
operative organisation. 

f he nationalisation of the State Bank of 
India in 1955 had drawn it into rural bank¬ 
ing. But the other commercial banks had 
kept away from it. It was only with social 
control of banks in the late 60s and 
nationalisation of the major banks in 1969 
that they were drawn into rural banking in 
any systematic way. In 1975, regional rural 
banks were set up with the task of monitor¬ 
ing social banking in the rural areas at low 
cost Their principal task is to lend to 
economically weaker groups that have no ac¬ 
cess to loans of commercial banks. Thus, the 
last 20 years have seen the government of 
India intervene vigorously to encourage 
commercial hanks to play a major role in 
rural development objectives. 

The institutional structure of rural bank¬ 
ing as it obtains in the early 90s. consists of 
four sets of institutions, namely, 

—the commercial banks (CBs), both 
nationalised and private; 

—regional rural banks (RRBs) sponsored by 
commercial banks; 

—a three-tier co-operative bank with state 
level central banks at the top, district cen¬ 
tral banks in the middle and primary 
agricultural co-operative societies at the 
lowest rung; and 

—the land development banks with primary 
land development banks affiliated to 
them. 


The co-operative banks give short- and 
medium-term loans and the land develop¬ 
ment banks extend medium- and long-term 
loans. RRBs focus exclusively on the small 
and marginal farmers, agricultural labourers 
and rural artisans. Commercial banks in ad¬ 
dition to the general banking functions are 
bound by the guidelines issued by the RBI 
to lend 40 per cent of the aggregate credit 
to the priority sector. Within the priority sec¬ 
tor there are numerous government subsidis¬ 
ed schemes. Some of the well known 
schemes are the Integrated Rural bevelop- 
ment Programme (1RDP), the Massive 
Agricultural Production Programme 
(MAPP), the Special Scheme for Sericulture 
(SSS), Dryland Development Projects 
(DDP), the Self Employment Programme 
for the Urban Poor (SEPUP), and the Dif¬ 
ferential Interest Rate Scheme (DIR). 

The salient features of the schemes of 
lending are: 1 (i) directed at specific target 
groups; (ii) have reduced collateral re¬ 
quirements; (iii) purpose specific; (iv) offer 
credit at fixed scales of finance; (v) insist on 
in-kind disbursement of the loan asset; 

(vi) impose fixed term repayment schedules; 

(vii) offer subsidy on loan principal; 
(viii) entail govemment/bank collaboration; 
and (ix) charge centrally fixed interest rates. 

Lending to specific target groups is the 
most important feature of the schemes. The 
target group may be defined by ownership 
of assets (principally land); fay income level; 
or membership of a particular social group 
(most commonly scheduled castes and 
tribes). By specifying target groups, institu¬ 
tional finance reaches people whom it would 
not have reached in the normal course. The 
result has been a gradual shift from a 
security-based lending approach to a 
purpose-specific approach. 

One direct consequence of the purpose- 
specific lending approach is that it had taken 
the banks closer to their customers in order 
to protect their investments. Banks seek to 
ensure that loan money is invested in good 
quality assets by insisting on disbursement 
in kind. Tfarms of lending (scale of finance, 
repayment rate) are set on the basis of sim¬ 
ple loan models which leave a reasonable 
cash flow. In order to ensure their claim in 
cash flow arising from the loan investment. 
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l inks have sought to establish a tie-up with 
the marketing outlets. 

In almost all the schemes there is the ac¬ 
tive involvement of government depart¬ 
ments. They carry out preliminary selection 
and may also be responsible for providing 
customers with the necessary know-how to 
go with the assets associated with a new 
technology. In the case of sericulture and 
dryland development this extension function 
is the primary component of the scheme, 
with the provision of credit a secondary 
addition. 

Thus, the institutional lending program¬ 
mes have generally evolved not as mere len¬ 
ding programmes but as integrated produc¬ 
tion programmes. The understanding is 
that higher growth—in output, income, or 
employment—cannot be brought about 
unless credit inputs along with other in¬ 
puts are deployed, through directed and 
systematic programmes in areas with minor 
irrigation, in dry land cultivation and in 
waste land development. Consequently, they 
have also evolved as collaborative program¬ 
mes between lending institutions and govern¬ 
ment departments. What the Narasimham 
Committee has done, however, is to evaluate 
the performance of this whole programme 
merely from the end of the financial perfor¬ 
mance of the lending institutions. Ft ther- 
more, as we shall demonstrate in the com¬ 
mittee's assessment of even the financial per¬ 
formance the approach has been extremely 
narrow and lacking in vision. 


Ill 

Faltering Crop Insurance and Poor 
Ijoan Recovery 

Poor loan recovery by the credit institu¬ 
tions engaged in rural credit is often held up 
as a serious problem in ensuring the long¬ 
term viability of their lending programme. 
Bui is it meaningful to assess these program¬ 
mes without going into the larger question 
of risk-management in agricultural produc¬ 
tion, an economic activity which by us very 
nature is highly risk-prone? 

Agricultural production is typically a risky 
business. Farmers face a variety of prief. 
yield, and resource risks, which make their 
incomes unstable from year to year. In many 
cases fanners are also confronted by the risk 
of catastrophy. Crops and livestock may be 
destroyed by natural hazards such as hur¬ 
ricanes, floods, fire and drought. The farmer 
or his family can also be disabled by ac 
cidents, sickness or death [Hazell et al, 1986, 
P II 

The types and seventy of the risks vary with 
the climatological and policy settings. Never¬ 
theless, they are present throughout the 
world. 

One of the ways to manage risks in 
agriculture is by crop insurance. Many coun¬ 
tries have tried crop insurance schemes for 
the purpose of stabilising agricultural in¬ 
comes. But, nearly all crop insurance 


schemes depend on government financial 
support. The support has taken several 
forms: subsidies on premiums, allowances 
for administration costs, and subsidised rein¬ 
surance against catastrophic disasters. The 
experiences of some of the countries have 
been as follows: 

In the earlier years (1963-67) of the Mex¬ 
ican programme, the government contribu¬ 
tion to premiums was <10 pcT cent. Between 
1967 and 1972, it was 52 per cent From then 
on until 1976, the subsidy to premiums 
averaged 65 per cent In addition, the 
government also finances ihe administration 
costs of ANAGSA (the insurance agency). 

The Costa Rican rice insurance pro¬ 
gramme has been very heavily subsidised. 
Over the Iasi twelve years, the government 
has financed around 77 per cent of the 
programme 

The most heavily subsidised insurance pro¬ 
gramme is in Japan. Between 1939 and 1980, 
the Japanese government has financed over 
90 per cent of the cost of the insurance pro¬ 
gramme (Ha/ell et al, opcit, pp 284-85). 
In India the subject of crop insurance was 
first raised in the central legislature in 1947 
and two pilot schemes were prepared in 1948. 
But the states did not agree to implement 
the schemes, mainly due to paucity of funds. 
The matter was again taken up in 1965. A 
draft bill and a model scheme were prepared 
and in the light of the views expressed by 
the different states an expert committee was 
constituted in 1970 T he committee conclud¬ 
ed however that it was not advisable to in¬ 
troduce crop insurance m the near future and 
the scheme was buried. 

But the issue of crop insurance could not 
be brushed aside for long. Since 1974, 
schemes o( cattle insurance have been im¬ 
plemented by the four subsidiaries of the 
General Insurance! Corporation of India 
(G1C). The insurance policies covered deaths 
due both to accidents and disease. Since 
1978. the rate of premium in the case of cat¬ 
tle owned by individuals had been reduced 
to 3.2 per cem from the earliei rate of 4 per 
cent and insurance had been given for full 
market value as against the earlier limita¬ 
tion of 80 per cent of the market value. 
Although till !97f> the insurance coverage 
was poor --les-. than 10 pci cem of the 
potential it made spectacular progress after 
that covering <" cr '0 per cem of the 
potential 

The success with crop insurance has not 
been as spectacular as with cattle insurance. 
The G!C, m r.illaborarioit with some state 
governments, had implemented a pilot 
scheme in respect of cotton, groundnut arid 
paddy in Gujarat and Jinan paddy in respect 
of West Bengal from the 1979 kharif season. 
By 1983 84. the scheme had been extended 
to 12 states. In 1985, a country wide Com¬ 
prehensive Crop insurance was introduced. 
The salient features of the scheme were: 
The scheme is being implemented by ! he 
General Insurance Corporation in collabora¬ 
tion with the slate governments as co-insurers 
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in the ratio of 2d. The premium is 2 percent" 
of the sum insured for the cereals such «s 
paddy, wheat, millets, etc. and one per cent ‘ 
for the pulses and oilseeds. Fifty per cent of 
the premium payable by the small add' 
marginal farmers is subsidised jointly by the 
central and state governments on 50:50 basis. 
|Reserve Bank of India, Report on Current 
cy and t-'mance. 1986-87, p 62). 

1 he progress made under the scheme from 
1985 onwaids is given in Tkble I. 

The quantum of the aggregate crop in¬ 
surance cover, which in practice is equivalent 
to the institutional loan amount for the in¬ 
sured crops forming 24 per cent, 24 per cent 
and 29 per cent of the estimated institutional 
crop loans during 1985-86, 1986-87 and 
1987-88 respectively came down to 12 per 
cent in 1988-89 and had not shown much of 
an increase since then. One of the main 
reasons for the set-back was that the sum 
insured was reduced from 150 per cem of 
the crop loan to 100 per cent of the crop loan 
since the 1988 kharif season. 

The claims paid have been far in excess 
of the premia collected and as the scheme 
is implemented by the GIC on behalf of the 
government of India and the state govern¬ 
ments the financial burden on the govern¬ 
ments is very high. In addition to 50 per cent 
of the administrative expenses incurred by 
the GIC home by the ministry of agriculture; 
the outgo on account of claims paid adds 
up to over Rs 500 crore in five years. Thus, 
the scheme has proved to be non-viable in 
its present content and coverage. 

Whatever may be the reasons for the non- 
viability of the scheme, 4 “it has failed in itt 
basic objective of indemnifying the farmer’s 
losses or at least, absolving him of fully or 
partially of his crop loan liability from in¬ 
stitutional agencies” [Report of the 
Agricultural Credit Review Committee 
(1989), p 621). in the words of the commit¬ 
tee, one of the main reasons for the non¬ 
viability of crop insurance is that the scheme 
is voluntary, leaving the option to the state 
governments to identify the crops and areas. 
Consequently, not all the states have exer¬ 
cised this option in favour of crop insurance 
and even when they exercised the option, the 
crop insurance was restricted to crops and 
areas where risks are comparatively high. 
This goes against the basic canon of in¬ 
surance business, viz, principle of cross sub¬ 
sidisation with premia income from areas of 
stable crops paying for the areas having 
unstable crops. The scheme has thus assum¬ 
ed the complexion of a welfare measure. 

In ihe absence of a comprehensive crop 
insurance scheme, one would expect the 
recovery performance to be poor in areas of 
unstable agriculture. This gets confirmed by 
the results of the field survey carried out by 
the Agnctiltural Credit Review Committee 
(1989) Their data showed that the average 
proportion of overdues to demand was bet¬ 
ween 34 and 39 in the highly irrigated/ 
assured rainfall and dry and monetised 
regions. It was 50.7 in the moderately ir- 
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p rigaled region*, 57.7 in the less monetised 
f and uninigated region*, and 60.8 in the MUy 
and tribal regions [Report of the 
Agricultural Review Committee, Ihble II, 
p 548). A similar result was obtained when 
the fertiliser consumption per hectare of 
gross cropped area (taken as an index of 
stable agriculture) was related with the pro¬ 
portion of overdue* to demand. As is evi¬ 
dent from Ihble 2, the states with better en¬ 
dowments showed better recovery perfor¬ 
mance. Andhra Pradesh seems to be an ex¬ 
ception. The relationship was valid for the 
early 80s as well. But as is evident from 
Ihble 3, some of the states with better en¬ 
dowments such as Ihmil Nadu, Uttar 
Pradesh and West Bengal have moved into 
the category of poor performers on the 
recovery front. A satisfactory explanation 
for such a behaviour is, however, beyond the 
scope of this paper. 

It should suffice for our purpose to note 
that the risky nature of Indian agriculture 
and the lack of a proper insurance 
mechanism for covering risks involved as 
stabilising incomes has a lot to do with the 
poor recovery performance of institutional 
credit agencies. No doubt, this can only 
explain the variations in recovery perfor¬ 
mance across states and not its steep increase 
over the years. 

IV 

Covering Loan Defaults: Indian 
Experiment 


the Deposit Insurance and Credit Guarantee 
Corporation. The eligibility criteria are: 

(i) The main occupation of the person(s) 
to whom the eligible advances are granted 
should be agriculture, sericulture animal 
husbandry, or pisciculture, as well as ac¬ 
tivities like poultry and dairying taken up 
as a subsidiary activity by a person engaged 
in agriculture. 

(ii) Short-term loans converted into 
medium-term loans on account of natural 
calamities. 

(iii) The liability of the corporation is 
limited to 73 per cent of the amount in 
default in respect of advances granted prior 
to January 1, 1983, and to 60 per cent of 
the amount in default with respect to eligi¬ 
ble advances granted on or after January I, 
1983, subject to ceilings on various types of 
advances. 

Further, after the claims are paid by the 
corporation to the participating banks, they 
are required to continue their follow-up ef¬ 
forts unrelentingly, to recover debts from the 
borrowers. 

It is evident that the schemes mentioned 
above protected only the lending institutions 
and kept the credit lines clear. They gave no 
relief to the borrower. The All-India Rural 
Credit Survey Committee, 1954 had drawn 
attention to the fact that. 

If the natural calamities came in quick suc¬ 
cession, the dislocation would be serious, and 
mere conversion of short-term loam into 
medium-term loans might not be enough 
because the magnitude of the accumulated 


burden would be too much for a ;ukrvaibr 
to bear [Reserve Bank of IntSa, 1974, p 126). 
The need for writing off a part of the 
debts had arisen due to a related develop¬ 
ment. Co-operative banks in many states 
insisted upon the clearing of interest 
liabilities before converting the short-term 
loans into medium-term loans. As interest 
accruals were the major source of income 
for the co-operatives, non-payment of the 
interest would have affected their profltabiity 
to a great extent. But recovery of interest as 
a condition for the rescheduling of the loan 
defeated the very purpose oPthe stabilise 
tion efforts and in the mid-70s, the governs 
mem of India came up with the idea of waiv¬ 
ing the interest liability: 

As a part of relief measures for minimising 
hardships due to the incidence of drought in 
several states, government of India decided 
that the interest liability on the short-term 
production loons given for kharif cultivation 
in areas where the crop loss is more than 50 
per cent may be waived for the small and 
marginal fanners and agricultural labourers, 
provided the loans are repaid on the 
rescheduled dates. Such interest liability 
would be waived in respect of loans issued 
both by the commercial banks and the co¬ 
operative credit institutions [Ministry of 
Agriculture, Annual Report, 1979-80, p 103]. 
However, the waiving of interest liabilities 
required funds which had to be built up. 
The study team on Overdue* of Co¬ 
operative Credit Institutions (1974) discussed 
this issue in some detail and emphasised the 


In the absence of income stabilising pro¬ 
grammes, farmers exposed, as they are, to 
severe risks are likely to default on bank 
loans particularly in the years of natural 
catpstrophies. This was recognised by the 
Committee on Co-operation (Maclagan 
Committee) which had called attention to 
the need for the management of risk way 
back in 1913. It was, however, the All-India 
Rural Credit Survey Committee, 1954 which 
gave serious thought to the whole problem 
and recommended the setting up of what 
were called ‘Agricultural Credit Stabilisation 
Funds’. But stabilisation arrangements were 
set in motion only after the severe droughts 
of the mid-60s. These ate confined to the 
co-operative banks and the modality of 
stabilisation is the following: 

In the event of total failure of crops, with 
crop-yields below 30 per cent of the normal, 
the short-term loan is convened into a 
medium-term loan. If there is recurrence of 
similar crop-failure during the currency of 
the medium-term conversion loan, the 
medium-term loan initially granted for three 
yean is rescheduled and made payable in five 
yean from the date of the lint conversion 
loan. Simultaneously, another medium-term 
loan for three yean is sanctioned for con¬ 
verting the short term loan due for repay¬ 
ment tn that year [Dsmlekar, 1976, p A-76]. 
Similarly, lews by commercial banks are 
covered by the credit guarantee extended by 


Table I: Progress of Crop Insurance Scheme 


Season 


No of 
States and 
UTs Imple¬ 
menting 

No of 
Farmers 
Covered 
(Lakhs) 

Area 

Covered 

(Lakh 

Hectares) 

Sum 
Insured 
(Rs Crore) 

Total 
Insurance 
Charges 
(Rs Crore) 

Claims 

Paid 

(Rs Crore) 

Kharif 

1985 

11 + 2 

26.36 

53.74 

542.73 

9.41 

84.12 

Rabi 

1986 

14 + 2 

12.12 

23.18 

238.41 

4.47 

3.11 

Kharif 

1986 

15 + 3 

39.55 

77.40 

856.20 

14.99 

169.16 

Rabi 

1987 

15 + 2 

11.28 

20.99 

242.37 

4.51 

4.58 

Kharif 

1987 

18 + 3 

46.32 

84.10 

1140.68 

19.10 

277.24 

Rabi 

1988 

17 + 2 

21.28 

32.36 

475.44 

8.84 

12.07 

Kharif 

1988 

13 + 0 

29.64 

52.35 

547.88 

8.82 

29.18 

Rabi 

1989 

9+0 

8.73 

10.12 

164.10 

3.12 

3.87 

Kharif 

1989 

15 + 2 

42.26 

66.45 

873.89 

14.48 

34.36 

Rabi 

1990 

16 + 1 

6.59 

9.58 

151.56 

2.76 

3.06 

Kharif 

1990 

17 + 1 

19.42 

34.09 

315.15 

7.66 

98.16 

NA 

620.75 


Sourer. Reserve Bank of India, Report on Currency and Finance, 1990-91 (Volume I), p 211. 
Tabi e 2: Overdues or PACs in Relation to Fertiliser Use across States, 1966-67 


Overdue* to Fertiliser Use Per Hectare of Gross Cropped Area (Kgs) 1968-69 

Demand (Per Cent) 20+ 10 to 20 K Below 10 

1966-67 ' 


Below 5 Punjab, TN - - 

3-10 — UP. Haryana, Kerala Gujarat, Bihar 

10+ AP Karnataka, JK MP, Maharashtra, 

Orissa, WB, Rajasthan 


Source. I Report of the Committee on Overdum of Agricultural Credit Societies (1969). 
2 Basic Statistics Relating to Indian Economy, Vol 2, 1982 (MIE). 
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need for building up Credit Reiki 1 Funds at 
the state level. The study team observed that 
the funds got merged with the general 
revenues of the state governments and were 
not readily available or easily accessible 
when the contingency arose. The team sug¬ 
gested the need for building up of a separate 
fund and drawing up rules for the building 
up, investment and utilisation of the fund. 
These suggestions were not taken seriously, 
however. 

More importantly the study team com¬ 
pared the relief schemes with crop insurance 
and was of the view that the latter might 
require substantial subsidy from the govern¬ 
ment as premium. Its conclusions run as: 
The comparative merit of stabilisation (in 
comparison with crop insurance), lies in 
that there is no cost involved to the cullivator- 
y borrower in such an arrangement. Relief by 
way of either deferred payment or even a part 
write off is available to him without payment 
of any premium, i e, at no extra cost. Second¬ 
ly, a part of the resources required for gran¬ 
ting the relief to the farmers is provided by 
the credit agencies themselves. Thirdly, there 
is no need for the governments to subsidise 
the operation on any large scale. It is only 
in extreme cases that the interest and prin¬ 
cipal will be written off, that too partly out 
of grants from the State Agricultural Credit 
Relief Fund. The assistance by the govern¬ 
ment will be far less than what would be 
necessary m the case of crop insurance. 
(emphasis added) {Reserve Bank of India. 
1974, p 135] 

This view found favour with the sub-working 
group on co-operative short-term and 
medium-term credit appointed by the Plan¬ 
ning Commission and by another committee 
constituted by the government of India under 
the chairmanship of M S Swaminathan. 

The issue of writing off of the principal 
was discussed by the Agricultural Credit 
Board in December 1979. E Chandrasekharan 
Nair, ex-chairman of the Kerala State Co¬ 
operative Bank and the National Federation 
of State Co-operative Banks, I G Patel, 
Governor of Reserve Bank of India and 
V Kurien, chairman, Gujarat Co-operative 
Milk Marketing federation, called the 
writing off of loans ill-conceived. They 
warned that such a move would have 
deleterious effect on the overall climate for 
recovery and undermine the very edifice of 
co-operative credit structure. The govern¬ 
ment of India representatives clarified that 
it was not the intention to condone ail 
defaults but only non-wilful defaults of 
small and marginal farmers. Finally, the pro¬ 
posal was approved by the Board on the con¬ 
dition that the relaxation would be a ‘one- 
shot operation' [Reserve Bank of India, 
IM5, p 125], The floodgates of write off had 
been opened. 

In January 1980, the state government of 
Maharashtra announced outright write off 
of therentire overdues to co-operatives and 
commercial banks as on June 30, 1977. A 
more or less similar decision was taken by 


the government of Thmil Nadu. And the next 
ten yean saw the writing off of overdues by 
various governments at the state and central 
level, vitiating the whole atmosphere for 
recovery of dues. 

Another development in the eighties has 
been the sanctioning of loans and disbursal 
thereof, by political dignitaries at public 
functions popularly known as ‘loan melas' 
throwing the whole procedure of scrutiny 
and evaluation to the winds. The association 
of political dignitaries with loan disbursals 
together with the general atmosphere of 
writing off has given rise to the public 
perception of bank credit as state aid 
without any obligation to pay. 

Thus, what were conceived as risk- 
management measures took very definite 
political colours in their execution during (he 
1980s vitiating the atmosphere for recovery 
of dues. The poor (oan recoveries of the 
recent years is more a result of such an at¬ 
mosphere If the institutional credit struc¬ 
ture has now been undermined, then the 
reasons for it are to be found in the approach 
taken to risk-management and not in pool 
loan recoveries per se. 

The attempt now seems to be to cure the 
symptom of poor loan recoveries by the 
Group Lending Programme (GLP). In this 
context, it may be pertinent to set out 
the salient features of the GLP and its 
achievements wherever it was tried. These are 
the issues taken up in the next two sections. 

V 

Group Lending Programme (GLP] 

Credit co-operatives had originated tn 
Germany during the 19th century. These 
were associations in which each member had 
one vote and leadership was voluntary and 
unpaid. Members contributed equity and 
profits were distributed to them. They deriv¬ 
ed their funding from capital contributions 
and also from deposits. 

Lending groups are less rigorously organis¬ 
ed than credit co-operatives and are usually 
created to receive a loan from an outside 
source. A lender may provide funds to the 
group as a whole, which then disburses the 
loan to individual members according to 
agreed criteria. In such a case the group is 
jointly liable for the entire amount of the 


loan. Alternatively, fundi may be tmt to 
members individually, in which case the 
group jointly guarantees all loans or simply 
furnishes information about individual pat* 
ticipants [Huppi and fedcr, 1990, p 189}, 
There are certain advantages and disad¬ 
vantages of GLP. Firstly, there are con* 
siderable economies of scale. Group loans 
save the lender transaction costs which may 
be borne by the group which has to 
distribute, monitor and collect the loans. 
Economies of scale are significant for 
lenders that are not responsible for the for¬ 
mation of the group. Secondly, enhanced in¬ 
formation about borrowers is made available 


to the lenders by the group. Thirdly, risk may 
be pooled through joint liability. Group 
members may exert pressure on potential 
defaulters when their own interests are at 
stake And the risk of failure diminishes if 
the activities of members are not similar. 

As against these advantages for the 
lenders there are a few disadvantages for the 
borrowers, first of which may be called 


moral hazard: 


Under a system of joint liability, all members 
are liable for the costs of default by any 
member. This implies that the risk is borne 
by the group, whereas the benefit is reaped 
by the individual ... Group mem b ers have 
little incentive to repay if the majority of thdr 
peers default [Huppi and feder, op cit, p 191], 
What has been the experience with GLP? 

Low loan delinquency is one of the high 
points of group lending. Size of the group 
plays a crucial role in this. Small groups by 
fostering closer ties make for closer super¬ 
vision and impose accountability on its 
members. Delinquency rates were seen to be 
related to the group size. In Ghana, 
Dominican Republic, Zimbabwe, Thailand 
and Bangladesh where group lending was a 
success it was found that recovery rates drop¬ 
ped as group size increased [see Huppi and 
Feder, op cit). Homogeneity and previoua 
experience with group activities have a. 
positive effect on the group’s performance: . 

In GLP, joint liability has a positive effect 
on loan repayments: 

In Bangladesh and Malawi, where loan ' 
recovery rales are 98.6 per cent and 97.4 per 
cent, loans are made to and repaid by the in¬ 
dividual. The group is jointly liable... and 
all members are denied future access to credit* - 


Table 3. Overdues or FAC*, in Rei ation no Feriiuser Use across States, !9g3-84 


Overdues to 

Fertiliser Use Per Hectare of Gross Cropped Area (Kgs) 1981-82 

Demand (Per Cent) 
1983-84 

30 + 

10 to 30 

Below 10 

Below 40 

Punjab, Kerala, 
Karnataka, Haryana, 
Gujarat, AP 

— 

— 

40-60 

TN, UP 

Orissa, Maharashtra, 
MP 

Rajasthan 

60+ 

WB 

Bihar 

Assam 


Source: 1 Report of the Committee on Overdues of Agricultural Credit Societies (1969). 
2 Basic Statistics Relating to tndum Economy, Vol 2, 1982 (MIE). 
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until the loan if repaid. The same scheme has 
recorded repayment rates of 82 per cent for 
the BAAC programme in Thailand... The 
BAAC’s experience has shown that lending 
to groups collectively results in higher default 
rates because no one accepts responsibility. 
In Zimbabwe; recovery rates on loans made 
to groups as a whole were as much as 40 per 
cent higher than those on individual loans 
t92 per cent as opposed to 53 per cent) in 
normal years . This trend was completely 
reversed, however, after a failed harvest 
[Huppi and Kcder, op ert, p 194) 

The same joint liability has a serious 
negative effect where the liability is 
unlimited—in situations ot general failure - 
and borrowers are likely to repay only if they 
believe that other members will also repay. 

One of the distinctive characteristics of 
GLP is peer monitoring. The incentive is 
provided by the fact that members of the 
peer group are jointly liable for repayment 
of Joans and access to credit is conditional 
on clearing the debts. The relatively small 
size of the group increased the risk from a 
single member’s default but increased the in¬ 
centive for peer monitoring. This is often 
seen as a solution to the informational pro¬ 
blems which act a * arriers to the develop¬ 
ment of an effective capital market 

VI 

Limitations of Two Successful 
Group Lending Programmes 

The two successful group lending 
programmes on which detailed information 
is available are the Gramcen Bank of 
Bangladesh (GBB) and the Bank for Agri¬ 
culture and Agricultural Co-operatives 
(BAAC) of Thailand. This information is 
used to bring out the limitations of the GI.P 
in this section. 

GLP loans are mostly short-term in both 
Bangladesh and Thailand. In Thailand, the 
BAAC mostly provides wot king capital 
loans with maturity of less than one year 
which accounts for about 75 per cent of its 
annual loan disbutsements. The BAAC 
refuses to roll over working capital loans and 
they get repaid as and when they fall due. 
But this is recovery only in a ritualistic sense: 
All borrowers are required to repay the prin¬ 
cipal when the loan tails due, even though 
in the vast majority of cases, both the bank 
and the borrowers expo t the loan to he 
rejontracted within a month after borrow¬ 
ing. There is consequently a secondary credit 
market, with funds provided by informal 
lenders at 10 per cent a month interest rate 
to enable farmers with liquidity problems to 
tide over this particular gap. The BAAC is 
fully aware of the existence of this secondary 
market, yet it msists on the titual repayment. 
Accn'dmg to its management, this ts its way 
of ensuring performance (Siamawalla and 
others, »v9G, p 2Ht], 

Ip f'atigbii.csh per founancc is ensured by 
tOtaliy rtituding the activities which do not 
fit into the weekly repayment discipline, viz. 


agriculture and acquisition of machinery 
and fixed assets. 

in both the countries the GLP has not 
been successful in expanding the scope of 
its activities. In Bangladesh, 

the bank (GBB) basically finances non¬ 
crop agricultural and non-farm activities. 
Crop cultivation and forestry accounted for 
only 2 2 per cent of the loans disbursed in 
1986, though the share of this sector has 
increased over time [Hossain, M, 1988, p 35], 


It is evident from Tkble 4, that only those 
activities which generate a tegular stream of 
income have fallen into their net. 


The population groups benefiting from 
the GLP are also rather specific. In 
Bangladesh the target group is households 
owning less than 0.5 acre of cultivable land 
and only 5.6 per cent of the borrowers 
belonged to the non-target group. Among 
the target group the poorest of the poor, viz, 
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agricultural labourers are left out: 

. . households engaged in trading and 
manufacturing have been reached relatively 
more than those occupied in agricultural 
wage labour. Since agricultural wage 
labourers are the poorest among the poor, 
it appears that the Gramecn bank has had 
limited success in serving the extreme poor 
within the landless group [Hossain, op cit 
p431. 

The BAAC also has a preference for par¬ 
ticular segments of the population: 

The BAAC has a preference tor better-off 
fanners. This fact, together with the require¬ 
ment that rhe group has to borrow from the 
BAAC. This is because group members 
themselves do not wish to have as then col¬ 
league anyone who will be a bigger risk than 
they themselves will pose [Siamawalla and 
others, op cit, p 281] 

Thus the limitations of the most sue 
cessful GLPs are that they give short-term 
loans to selected population groups confined 
for a few production activities. 

It is evident that there is no comparison 
here with the rural lending programmes 
evolved in India with GLP Whereas, the 
former have a very wide coverage in terms 
of activities and segments of population, the 
latter can have only limited coverage. If the 
rural lending programmes have now given 
rise to serious problems of loan delinquen¬ 
cies, the reasons have to be traced in the 
failure to evolve appropriate risk- 
management mechanisms and the over 
politicisation of whatever mechanisms that 
have evolved. Does the introduction of Gl P 
solve this problem? As the experience in 
Zimbabwe has clearly shown (Section V 
above), in a situation of general crop failure 
repayment performance will be poor. And 
given the nature of agriculture that is being 
carried out in India, frequent crop failures 
cannot be ruled out in some parts of the 
country. Does the introduction of Gl P, 
then, mean that institutional credit is denied 
to all such groups? If so, that will result in 
handing over the institutional credit struc¬ 
ture to industry, trade and stable agriculture 
with the unstable agriculture left to fend for 
itself. 


Table 4: Share or Disbursemeni oi Loans m 
GBB. by Sei tor. 1986 


Sector 

Share 
(Per Cem 
of Total) 

Crop cultivation and forestry 
Livestock, poultry raising and 

2.2 

fisheries 

45.7 

Processing and manufacturing 

25.0 

Hading and shop-keeping 
Transport operation and other 

23.1 

services 

2.6 

Collective enterprises 

1.4 

Total 

100.0 


Sourer. Houftsn, M, 1988, p 35, 


VII 

Concluoion 

In India a multi-dimensional institutional 
lending structure has evolved over the last 
100 years or so. But there had been no 
systematic effort made at stabilising 
agricultural incomes. A stabilisation fund 
for co-operative credit came into being in the 
mid-60s. A guarantee for credit from com¬ 
mercial banks has also come into being. 
Though some thinking had gone into the 
issue of crop insurance since 1947, the 
Expert Group gave an expert burial to it in 
1970. Finally, it came into being only in 1985 
and has not been serving its purpose. 

In the absence of any systematic effort to 
stabilise incomes is there any way to improve 
the loan recovery situation? One way out of 
the cumulative loan default situation tried 
out in India has been the periodical writing- 
off of loan overdues But this has vitiated 
the whole atmosphere for recovery of dues 
and has broughi in an element of wilful 
default. 

In the face of mounting overdues, vitiated 
recovery atmosphere and the consequent 
poor health of the institutional credit struc¬ 
ture, the attempt being made now is to try 
out the Group Lending Programme. Is it a 
solution to the larger problem of agricultural 
risk-management? It esseniially amounts to 
leaving ihe population groups involved in 
agricultural and related activities to fend for 
themselves. As ihe experience in Thailand 
(a subsidiary credit market developing to 
meet the repayment criterion of the BAAC) 
or Zimbabwe (the poor recovery during a 
complete crop failure) has clearly shown, 
GLPs can have only limited application. In 
order to achieve a good recovery perfor¬ 
mance, ihe size of the groups of GLPs has 
to be small But for proper risk-management 
through insurance the size has to be large. 
How to strike a balance? The scales need not 
be tilted entirely in favour of GLPs. Why 
cannot it be in the other direction? It is not 
possible to buy the argument that crop in¬ 
surance is non-viable in a developing coun¬ 
try like India. As the Khusro Committee has 
shown, the Philippines, a country prone to 
as much risk as India, has made crop 
insurance a success. Why cannot we think 
of evolving one? In the ‘liberalisation’ 
euphoria existing now, we seem to be focus¬ 
ing our attention only on the narrower issue 
of the health of the banking sector totally 
leaving out the larger issues of rural develop¬ 
ment and the role of institutional credit in it. 

Notes 

[The author wishes to acknowledge I S Gulati 
and G N Rao for going over an earlier draft 
and suggesting various improvements.] 

1 Some discussion of the issues may be found 
in Ghosh [1992], Bhatt [1992], Krishnaswamy 
[1992], Majumdar [1992] and Narayana 
[1992] which had taken up some of the 
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assumptions and conclusions of t'irir; 
Narasimham Committee for discussion. 

2 This section does not attempt to provide 
systematic account of the evolution of ruMi- 
institutional credit. A brief review aimed ai l 
bringing out some of the salient features of 
the schemes for the economically weaker , 
groups is ail that is attempted here. 

3 This account is based on Copestake. 19877 

4 The Agricultural Credit Review Committee 
has gone into the reasons for the non¬ 
viability of the scheme in some detail. 

5 This section is based almost entirely on 
Huppi and Feder, 1990 largely because it is 
among the more lucid expositions on the 
subject. 
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Sustaining Serendipity? 

Groundwater Irrigation, Growth of Agricultural 
Production, and Poverty in Bangladesh 

R W Palmer-Jones 

For many years the potential for economic development and poverty alleviation in areas of eastern India and 
Bangladesh has been-sought through the development of water resources especially the exploitation of ground- 
water since the early 1970s. . 

This paper discusses the experiences of Bangladesh with groundwater irrigation, agricultural growth and poverty 
alleviation and argues that the apparently largely beneficial development of groundwater in the country has had 
little to do with deliberate policies for managing groundwater. Maintaining in the future the serendipity of the 1 
past decade will require continuing agricultural and industrial growth and adequate support for the poor. 


BANGLADESH is one of the poorest coun¬ 
tries in the world. It is officially ranked filth 
poorest in terms of GNP per capita in the 
World Development Report 1990, and is also 
among the lowest in terms of indica'ors of 
human development such as life expectan¬ 
cy and literacy [UNDP, 1991), and ranks 
among the highest in terms of the propor¬ 
tion of the population in poverty (although 
as will be noted further below considerable 
uncertainty attaches to estimates of pover¬ 
ty in Bangladesh), 

This poor state is closely related to the low 
level of agricultural production in what is 
primarily an agrarian society; over 80 per 
cent of the population is classified as rural 
(BBS, 1991), and agriculture provides about 
45 per cent of GNP |WDR. 1991], These 
characteristics arc shared by much of eastern 
India (including eastern Uttar Pradesh, 
north Bihar, West Bengal, and much of 
Orissa and Assam, and Nepal). These areas 
contain probably the largest number of ab¬ 
solutely poor people in the world (perhaps 
some 200m), 1 and share many ecological, 
demographic and historical characteristics. 
All are situated in the eastern portions of 
the Ganges-Btahmaputra basin, they have 
high population densities and a high degree 
of landlessness- The incidence of poverty in 
these areas is strongly associated with 
landlessness. In common with the rest of 
north India the sex ratio indicates quite 
strong discrimination against women 

For many years the potential for economic 
development and poverty alleviation in these 
areas has been sought through the develop¬ 
ment of water resources, and, since the early 
1970s, attention has concentrated on the ex¬ 
ploitation of groundwater in particular 
(World Bank, 1972, ISPAN, 1989, Kahnert, 
1989], Eastern India appears to have abun¬ 
dant water resources in terms of rainfall, 
river flow, surface water bodies and ground- 
water, which combined with year round 
freedom from frost should enable high 
agricultural productivity. Irrigation has been 
seen as ‘the leading input' |e g, Ishikawa, 
1967, Boyce, 1987, Hossain, 1986). Never¬ 
theless over the last four decades agricultural 
production in East Pakistan and Bangladesh 
tpems to have grown at only roughly 2.5 per 
cent per annum 2 (see Figure I), which is 
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barely faster than the rate of growth of 
population, 1 and yields of the' major crops 
(rice and wheat) are among the lowest in the 
world, and cropping intensities arc relative¬ 
ly low. Experience in West Bengal and other 
parts of eastern India was no better. 

In this paper I discuss the experience of 
Bangladesh with groundwater irrigation, 
agricultural growth and poverty alleviation, 
and relate these to issues in groundwater 
management. I then discuss some of the re¬ 
cent developments in groundwater manage¬ 
ment in Bangladesh, especially innovations 
in technology, institutions, projects and 
policies. I argue that the apparently largely 
beneficial development of groundwater in 
Bangladesh has had little to do with fashio¬ 
nable support for appropriate technologies 
(such as on the one hand deep tubcwells 
(DTW) and on the other MOSTIs—manu¬ 
ally operated shallop tubewells for irriga¬ 
tion); nor has it been due to institutions for 
the management of irrigation equipment 
such as co-operatives, landless groups, or im¬ 
proved management programmes such as the 
Deep Tubewell Irrigation Co-operation Pro¬ 
ject of CARE; nor has it been due to policies 
which aimed to deliberately manage the 
market for irrigation equipment or ground- 
water. It has been largely accidental; but this 
does not mean that it is necessarily sus¬ 
tainable. I discuss briefly requirements for 
sustaining the growth of groundwater irriga¬ 
tion and improving its equity impact. Main¬ 
taining in the future the serendipity of the 
past decade will require continuing agricul¬ 
tural and industrial growth and adequate 
support for the poor. Agricultural growth 
with poverty alleviation will require conti¬ 
nuing technical change such as the spread 
of irrigation together with rising real wage 
rates. Future spread of groundwater irriga¬ 
tion will soon require higher cost sources of 
groundwater as the most favourable ground- 
water areas become fully utilised. This 
means that agricultural price policy will have 
to pay careful attention to the profitability 
of irrigation, and DTW will heroine essen¬ 
tial. It should be realised that at present no 
economically viable mode of management 
of DTW that will fit the bill has evolved, or 
is on the horizon. Reliance on DTW is like¬ 
ly to provide many difficult challenges to 


policy in view of the dangers of increased 
inequality and the ease with which socially 
undesirable externalities can be generated. 

Groundwater and Development in 
South Asia 

The development of agriculture and the 
alleviation of poverty in eastern India has 
lagged behind other regions despite its abun¬ 
dant ground and surface water resources and 
apparently favourable climate. The develop¬ 
ment of groundwater in particular has been 
seen as providing the major immediate 
opportunity which has so far been under- 
exploited. This raises the question, in the 
first instance, of why exploitation of ground- 
water has lagged and what can be donc'to 
increase its use. However, in other regions 
where the exploitation of groundwater has 
been more intense it is proving unsustainable 
for many reasons;* for example, in western 
and southern India, or where the purpose 
has been mainly for drainage and salinity 
control rather than irrigation (north-west 
India and much of the Indus basin in 
Pakistan), the immediate issues have more 
to do with limiting or controlling ground¬ 
water use rather than promoting it, and pro¬ 
perly managing surface supplies. Conse¬ 
quently it is not unlikely that policies which 
ate relevant to areas where greater control 
of groundwater use is required may conflict 
with those that are likely to expand its use. 
While there are differences in the basic 
characteristics of the groundwater resource 
in these different areas (for example ground- 
water is generally far more abundant in the 
area we have characterised as eastern India 
than in western or southern India, and is 
generally not saline as in much of the Indus 
basin 1 ) there is little doubt that policies to 
expand groundwater us^ would.be well ad¬ 
vised to be designed with the const mint (hat 
it may be later necessary to introduce con¬ 
trols on groundwater use. But, equally, the 
extent of poverty and its severityjn eastern 
India require that policies introduced to 
control groundwater use elsewhere do not 
seriously impede the exploitation of this 
resource ir this groundwater abundant area. 

Historically groundwater and linked sur¬ 
face water resources were exploited by tradi- 
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lional mechanisms, Ihc recent development 
or groundwater in Bangladesh was initiated 
by the state in the late 1950s, and has been 
quite strongly promoted since (although it 
is worth noting that more resources seem to 
be allocated to large-scale irrigation, 
drainage and flood control). In recent years 
the private sector has had a mote prominent 
role, $0 that management of groundwater is 
to a large extent in the hands of farmers and 
private sector firms rather than state 
bureaucracies. This is often seen as posing 
a problem since groundwater is a common 
pool resource, and its optimal exploitation 
requires co-ordination which cannot, a 
widespread consensus holds, be achieved 
through the un-coordinated actions of 
private individuals. Even the development of 
water markets will be unable to achieve 
satisfactory management of this resource 
since the essence of the common pool 
resource problem lies in the absence—or 
great difficulty in establishing—of a market 
for the resource. Since groundwater itself 
cannot be readily privatised private exploita- 
tion can be expected to lead to excessive 
withdrawal and socially undesirable water 
table draw-down. Also since exploitation ot 
groundwater in these circumstances requires 
increasing capital resources such tendencies 
reinforce unequal control and exploitation 
of this resource. 

Stale policies, mainly siting and licensing 
norms designed to contain interference bet¬ 
ween groundwater users and prevent ex¬ 
cessive withdrawals, which have largely been 
in response to the pciception of these pro¬ 
blems, have, it is argued, created more pro¬ 
blems by reinforcing the monopolistic ele¬ 
ment in the markets that do develop without 
being able necessarily to prevent well in¬ 
terference or excessive withdrawals. Most 
current debate focuses on ways of dealing 
with these perceived problems; how to ob¬ 
tain more efficient use of groundwater 
(including drainage and conjunctive mana¬ 
gement and ways to overcome negative 
externalities—environmental problems of 
groundwater development), and ways to im¬ 
prove the equity impact of groundwater 
development. Attention to ways of increasing 
use of groundwater is generally subsumed 
in a particular view of the environmental and 
equity aspects of the matter 


The experience of Bangladesh poses 
something of a challenge to this approach; 
here private sector exploitation of ground- 
water has generated rapid gipwth while not 
causing widespread socially undesirable 
environmental problems. There have been 
some negative externalities especially with 
regard to drinking water, but they have large¬ 
ly been' overcome by a combination of 
private initiative and state support. Also 
these developments have been good for 
poverty without of course disposing of all 
poverty. Groundwater markets may not be 
textbook perfect competition, but may be 
reasonably competitive under the circum¬ 
stances, and at least deliver market equity, 
which may contrast favourably (when the 
greater growth that it enables is also taken 
into account) with alternatives such as more 
bureaucratic regulation. However, it is not 
dear that present policy and project initia- 




lives, either by critics of these private sec¬ 
tor developments or those who seek to pro¬ 
mote further private groundwater exploita¬ 
tion, appreciate the extent of the achieve*; 
ment, or the requirements for further 
development of groundwater and the sus¬ 
taining of present achievements. 





Growth of Agricultural Production 


Despite the apparent failure of the long 
run rate of growth of agricultural produc- 
lion in Bangladesh to accelerate there has 
been substantial change in the structure of 
agricultural production. Thejnost noticeable 
features have been the growth of the boro 
rice crop, and to a lesser extent of wheat.* 
This growth m cereals production appears 
to have taken place to some extent at the ex¬ 
pense of jute, oilseeds and pulses, although 
there are some doubts about the reliability 


Table 2: Dummy Variables Used in Time Trends Regressions 


Year 

d6070 

16070 

17175 

17691 

16065 

16669 

17078 

17991 

17075 

17679 

y809l 

I960 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1961 

1 

1 

0 

0 

1 

0 

0 

0 

0 

0 

0 

1962 

1 

2 

0 

0 

2 

0 

0 

0 

0 

0 

0 

1963 

1 

3 

0 

0 

3 

0 

0 

0 

0 

0 

0 

1964 

1 

4 

0 

0 

4 

0 

0 

0 

0 

0 

0 

1965 

1 

5 

0 

0 

5 

0 

0 

0 

0 

0 

0 

1966 

1 

6 

0 

0 

5 

1 

0 

0 

0 

0 

0 

1967 

1 

7 

0 

0 

5 

2 

0 

0 

0 

0 

0 

1968 

l 

8 

0 

0 

5 

3 

0 

0 

0 

0 

0 

1969 

1 

9 

0 

0 

5 

4 

0 

0 

0 

0 

0 

1970 

1 

10 

0 

0 

5 

4 

1 

0 

0 

0 

0 

1971 

0 

II 

0 

0 

5 

4 

2 

0 

1 

0 

0 

1972 

0 

II 

1 

0 

5 

4 

3 

0 

2 

0 

O' 

1973 

0 

II 

2 

0 

5 

4 

4 

0 

3 

0 

0 

1974 

0 

II 

3 

0 

5 

4 

5 

0 

4 

0 

0 

1975 

0 

H 

4 

0 

5 

4 

6 

0 

5 

0 

0 

1976 

0 

1! 

5 

0 

5 

4 

7 

0 

5 

1 

0 

1977 

0 

II 

5 

1 

5 

4 

8 

0 

5 

2 

0 

1978 

0 

11 

5 

2 

5 

4 

9 

0 

5 

3 

0 

1979 

0 

11 

5 

3 

5 

4 

9 

1 

5 

4 

0 

1980 

0 

II 

5 

4 

5 

4 

9 

2 

5 

5 

0 

1981 

0 

II 

5 

5 

5 

4 

9 

3 

5 

5 

1 

1982 

0 

II 

5 

6 

5 

4 

9 

4 

5 

5 

2 

1983 

0 

II 

5 

7 

5 

4 

9 

J 

5 

5 

3 

1984 

0 

II 

5 

8 

5 

4 

9 

6 

5 

5 

4 

1985 

0 

11 

5 

9 

5 

4 

9 

7 

S 

5 

5 

1986 

0 

II 

5 

10 

5 

4 

9 

8 

5 

S 

6 

1987 

0 

II 

5 

II 

5 

4 

9 

9 

5 

5 

7 

19*8 

0 

It 

5 

12 

5 

4 

9 

10 

5 

5 

1 

1989 

0 

II 

5 

13 

5 

4 

9 

11 

S 
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9 
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5 

14 

5 

4 

9 

12 

J 

5 

10 

1991 

0 

II 

5 

IS 

S 

4 

9 

13 

J 

5 

11 


Table 1: Regression Coefficients of Indices of Cereal Outputs with Variables Described in Table 


Grains 

Aman 

Aus 

Boro 1 

Boro 2 

Wheat 

.96 

- ■' 

.67 

.99 

.9909 

.9896 

b t val 

b t val 

b t val 

b t val 

b t val 

b t val 


Conn 

4.4103 

74.0 

.1465 

2.07 

4.2565 


4.3869 


4.6076 


4.7133 


<16070 

.1618 

3.6 

.1465 

2.07 

.2923 

4.16 







(6070 

.0219 

4.8 

-.0028 

-4001 

.0236 

3.34 







17173 

.0465 

3.45 

.0453 

3.39 

.0756 

.68 







(79691 

16065 

.0267 

11.1 

.0135 

3.57 

-.0196 

-5.21 

.0653 

3.5 

.0583 

2.5723 

.0153 

.462 

(6669 







.2991 

15.97 

.3021 

17.018 

.2325 

6.56 

17078 







.00623 

.877 

.0079 

.114 



*7991 







.0909 

18.14 

.1059 

14.65 



Realwagg 

17075 









-.2578 

-2.287 

.0734 

3.17 

17679 











.4097 

15.91 

(8091 











-.018 

-1.59 
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of data series on minor crops 7 

As can be seen in figure 2 ihe growth of 
grains production has come mainly from the 
expansion of the horo rice crop, and to a 
lesser extent aman and wheat. In absolute 
terms over the period I960 to 1991 boro has 
increased most (nearly 6 million tons), 
followed by aman (some 3 million tons), and 
(hen wheat (about I million tons), from be¬ 
ing less than 5 per cent ol total giains pro¬ 
duction in 1960, boro in 1991 represented 
nearly 34 per cent ol grains production. 

Figures 3, 4, 5. 6 and 7 give indexes of the 
total of all four major grains, and ot the pro- 
duciiest-ef the four main cereals, together 
with estimates of trends in different periods. 
Table I gives the trend variables used, and 
Tkble 2 the coefficients of variables. There 
are somedifferences in the pertodisation of 
the trends in production in Bangladesh 
Boyce uses a break in trend in ihe mid-1960s 
to coincide with the arrival of ihe green 
revolution technology, and Alaudm and 
Tisdell [1991] break the period in 1966 and 
1974—the former representing traditional 
and latter modern technology. In this paper 
I break the period in different ways lor dif¬ 
ferent crops to represent different factois, 
such as the introduction of new technology, 
or programmes'to support a particular tech¬ 
nology, as well as the effect of specific events 
such as the crises associated with indepen¬ 
dence in 1971.* 

Total grains production shows a major 
discontinuity at independence in 1971, which 
was apparently followed by a rapid recovery 
so that by about 1976 production had return¬ 
ed to where it would have been in the absence 
of independence and the associated disrup¬ 
tion. After that the growth rate of aggregate 
cereals production returned more or less to 
its earlier rate. However the contribution to 
these trends varied within each period. For 
example (Figure 4) (he trend of aus produc¬ 


tion has been very erratic, reflecting 
variability in area, in part due to the com¬ 
petition with jute, and also variability in aus 
yields due to us vulnerability to climatic con¬ 
ditions. The rise in aus production in the 
1960s reflects a number of factors, including 
the spread of HYVs (grown with irrigation) 
and declining jute acreage. The more recent 
fall in aus production reflects competition 
with rising boro areas. Aman shows a declin¬ 
ing trend to 1971, followed by the sharp fall 
and then rapid recovery between indepen¬ 
dence and 1976. Since 1976 the trend has ap¬ 
parently been constant at about 1.35 per cent 
per annum, although there have recently 
been major fluctuations associated with the 
Hoods of 1987 and 1988 which make the 
choice of the end point in the series quite 
important.' 7 1 believe that production of 
aman in 1989 and 1990 reflects the real long- 
run trend, hut so far the most recent trends 
do not reflect an acceleration in aman 
production. 

Wheat production (Figure 5) shows 
dramatic increases from a rather small base; 
two periods of rapid growth are clearly 
identifiable—1966 to 1969, and 1976 to 
1979—in both cases associated with the 
spread of minor irrigation in north-west 
Bangladesh caused by government program¬ 
mes of s.upport for minor irrigation. In the 
earlier period this was the Thana Irrigation 
Project (TIP) and BA DC’s own programme 
for support to low lift pumps and deep 
tubewells. The latter period was associated 
with the spread of shallow tubewells (STW) 
and DTW in projects supported by the 
World Bank and other donors. Since 1980 
wheat production has stagnated in the 
absence of ecologically adapted HYVs and 
in competition with boro rice and other ir¬ 
rigated crops (tobacco). 10 

The growth of boro production is also 
characterised by two periods of rapid ex pan- 


si on—again the late 1960s and in the very 
late 1970s and 1980s. The trend sustained 
from 1979 to 1991 at least was around 9 per 
cent per annum. The trend in the earlier 
period was also due to state sponsored minor 
irrigation; in the late 1970s and early 1980s 
the growth of boro was associated with the 
various projects to support sales of STW 
(and to a lesser extent DTW), while in the 
late 1980s it has been private sector imports 
of STW largely independently of the govern¬ 
ment of Bangladesh that has given rise to 
the spread of STW and expansion of boro 
acreage and production. DTW numbers also 
increased rapidly and are (tonight to con¬ 
tribute quite significantly to total boro 
acreage (about 20 per cent of irrigated 
acreage in 1990 [MPO, 1991; S-3], but this 
estimate is based on official figures (from 
BA DC) and much uncertainty attaches to 
both numbers of DTW in operation and 
acreage irrigated by them. 

The growth of grains production since 
I960 reflects the gradual spread of HYVs, 
minor irrigation especially groundwater ir¬ 
rigation, and increased use of agro-chemi¬ 
cals especially fertilisers. The greatest growth 
has come from boro production since HYV 
boro varieties have the greatest potential 
once irrigation is provided. The expansion 
of.aman and wheat has contributed signi¬ 
ficantly, the latter also requiring irrigation. 
There is no evidence so far that the expan¬ 
sion of aman has depended directly on the 
spread of irrigation, although there may be 
an indirect effect through the increased will¬ 
ingness to take risks with aman productfon 
(HYVs and fertiliser) provided a relatively 
assured boro production can be assured. 

St'KtAi)or Minor Ikkioaiion, 1960-1991 

There is much agreement that recent 
agricultural growth in Bangladesh has been 
associated with the spread of minor irriga¬ 
tion. 11 Growth of cereal production has 
depended mainly on nrigated crops—boro 
and wheat. The spread of HYVs and of fer¬ 
tiliser use have largely followed the spread 
of irrigation although there has been some 
adoption of HYVs with fertiliser use also in 
the case of aman. It is for this reason that 
irrigation has been termed 'be leading in¬ 
put (Ishikawa Boyce, 1987, Hossainj. Minor 
irrigation development was initiated in the . 
1960s through public sector institutions 
(especially the Bangladesh Agricultural 
Development Corporation—BADC) which 
selected technologies, imported standardis¬ 
ed equipment, and regulated its location in 
the Fields. LLP were rented out seasonally 
to farmer’s groups; DTW were installed in 
response to demands by farmer’s groups 
after site inspection bjt BADC, and rented 
on an annual basis to the group (the BADC 
‘rental’ programme); and STW were sold on 
subsidised credit from nationalised banks 
subject to controls on their installation at 
a site sanctioned by BADC. In the 1970s at¬ 
tempts to replicate through Integrated Rural 
DeveJopme v Projects (IRDP) and the Bang¬ 
ladesh Rural Development Board the suc¬ 
cesses of the two-tiered Com ilia farmers’ co- 
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operatives (KSS/UCCA) system developed 
in the 1960s were built around access to a 
DTW as a basis for inducing people to form 
a KSS co-operative. 

In (he late 1970s disillusion with the sales 
and rental programmes for minor irrigation 
of BA DC gave rise to pressure to privatise 
the supply of STW and LLP and the owner¬ 
ship of DTW [World Bank. 1981]. Con¬ 
siderable success with the privatisation of 
STW and LLP was achieved in the early 
1980s, but there was a distinct slowdown in 
sales from 1982/83 (Figure 8). Some DTW 
were sold to private individuals between 1980 
and 1984, but because of ihe perception that 
capacity utilisation of DTW (and LLP and 
STW) was low, and fears of water-lordism 
DTW sales were restricted to KSS co¬ 
operatives throughout the rest of the 1980s 
[World Bank, 1982]. Sale of STW and LLP 
were still expected to be through the private 
sector and approved diesel engines for STW 
and LLP could be imported free of duty 
provided they were an approved model. 

In response to “concern in government 
and academic circles about the possible 
unplanned negative aspects of ove/rapid 
and unplanned irrigation expansion under 
private auspices... [and] . .reports of 
draw-down externalities, of wells going dry, 
of ‘water-lordism’, and of ‘unethical prac¬ 
tices’ of private traders” (Task Force, vol 2, 
p 120) a panic engulfed official circles and 
resulted the introduction of a Grouno'water 
Management Ordinance and Groundwater 
Management Rules, in 1985 and 1987 respec¬ 
tively, to bolster the regulation of siting of 
tubewells (as noted above regulation was 
already supposed to be practised through the 
control BADC had in the sanctioning of 
loans for STW and LLP, and for the siting 
of LLP and DTW under the sales and ren¬ 
tal programme). Standardisation of equip¬ 
ment that could be used for irrigation was 
maintained. Sales of STW, LLP, and DTW 
also proved sluggish in the mid-1980s [Wo r ld 
Bank, 1991] and repayments of loans for the 
purchase of DTW were well behind schedule 
The growth of agricultural production ap¬ 
parently slowed. Coming on top of the con¬ 
cerns described above some observers con¬ 
cluded that these problems were the result 
of promoting inappropriate minor irrigation 
technologies and institutions [e g, Boyce, 
1987, LMG, 1990], and prompted widerang- 
ing studies of the agricultural sector [ASR, 
1989, World Bank. 1989). 

Notwithstanding the rapid growth that 
had occurred in the early 1980s, the apparent 
failure of the long-term trend to significantly 
exceed the population growth rale or to ac¬ 
celerate in the wake of the ‘green revolution’, 
together with the findings of village studies 
caused many observers to conclude that 
there were major obstacles to economic 
development in this region [the cased is put 
most rigorously by Boyce, 1987; see also 
LMG, 1990]. There was much agreement, in¬ 
cluding the World Bank, in the late 1970s 
that these obstacles lay predominantly in the 
malign influence of the ‘agrarian structure’ 
end of the rural elites in particular. The 


agrarian structure is characterised by small 
and highly fragmented farms. Moreover 
there is a high degree of inequality in farm 
sire, and, as noted above; much landlessness. 
These characteristics were interpreted as pos¬ 
ing an obstacle to irrigation-led agricultural 
growth using modern groundwater extrac¬ 
tion technologies. Even for groundwatcr- 
based irrigation (which had been a very 
significant part of ihe green revolution in 
north-west India), ‘modern’—mechanically 
powered—irrigation technologies have signi¬ 
ficant economies of scale, it was thought 
that the minimum economic farm size re¬ 
quired to invest in modern groundwater ir¬ 
rigation exceeded the area most farmers con¬ 
trolled in a compact area required for an 
economic command area. Hence, it was 
argued, few farmers other than ihe relative¬ 
ly small number of large farmers would find 
it economical to invest in groundwater 
irrigation. 

In its simplest form this model lead to the 
conclusion that tubewells and pumps would 
not lead to increased rates of growth once 
the few larger farmers had adopted them 
because under the conditions of the agrarian 
structure water markets were not likely to 
emerge. 

The monopoly position of tubewell 
owners however, place|s| limits on the 
market's scope for resolving the indivisibili¬ 
ty problem [Boyce, 1987: 242], 
Co-operatives or other forms of group ac¬ 
tion to manage the irrigation equipment 
were widely supported, but here evidence 
suggested that they were dominated by local 
elites who exploited (heir monopoly posi¬ 
tions to restrict the use of DTW to their 
relatives and clients, causing much under¬ 
utilisation of capacity. Nevertheless for 
DTW there seemed to be no viable alter¬ 
native to co-operatives at that time, and ex¬ 


perience with experimental programmes in 
farmer training, such as the DTICP project 
of CARE, and (he IMP programme of 
BRDB which was modelled on the CARE 
project, suggested that KSS could become 
efficient managers of DTW (see for exam¬ 
ple Johnson, 1986], 

Drawing to some extent on limited studies 
of the water market in Bangladesh [BAU, 
1985, 1986), the ASR argued, perhaps 
somewhat hesitantly, in favour of deregula¬ 
tion of STW outside coastal areas and the 
removal of subsidies on DTW to ensure that 
inappropriate installation of DTW in STW 
areas would be avoided. Starting in 1987 the 
government of Bangladesh deregulated the 
standardisation of minor irrigation equip¬ 
ment, and lifted for the meantime import 
duties and sales taxes on small diesel engines 
for irrigation; it also committed itself to 
reducing subsidies of DTW. Sales of STW 
picked up rapidly and private sector imports 
ol mainly Chinese small diesel engines 
boomed. A number of DTW projects push¬ 
ed ahead particularly in the north western 
region, without clear understanding of how 
they would be managed. At the end of the 
1980s it was estimated that there were some 
235 thousand STW operating, 40 thousand 
LLP ol more than one cusec capacity, 10 
thousand I.LP with less than one cusec, and 
just over 23 thousand DTW (33,000 by 
January). 12 

The conclusions of the ASR were largely 
supported by the Task Forces which 
concluded: 

These policies [deregulation] were to some 
extent imposed by donors on a reluctant 
government. The Ministry of Agriculture was 
particularly unhappy about (hem at least up 
to 1988. This was unfortunate, because in fact 
these were on (he whole sensible, indeed 
necessary policies [Risk Force, vol 2: 120]. 
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By 1992 farmers had a far wider greater 
range of irrigation equipment to choose 
from, and there were many entrants to the 
business of supplying this equipment. Boro 
production rose rapidly, and once aman pro¬ 
duction returned to its trend in 1989 follow¬ 
ing the two years of flood Bangladesh 
emerged as almost self-sufficient in staple 
grains. 

Trends in Poverty 

A second response to the experience of the 
late 1970s and early 1980s in relation to the 
mode of development of minor irrigation 
was to argue that it would be unlikely to 
benefit the poor, even if it did result in 


increased agricultural production. This con¬ 
clusion followed from applicafion of the 
understanding of the impact of the green 
revolution elsewhere which was widelyFheld 
to have resulted in impoverishment of small 
farmers and little benefit Id landless 
labourers. In order to increase the benefits 
for the poor, and to raise productivity, in¬ 
novative programmes for the control of 
minor irrigation by the landless were 
developed and widely reported; CARE mov¬ 
ed on from the 'success' of the DTICP in 
raising productivity of DTW to the Landless 
Owner Tibewdls Support Project (LOTUS) 
which aimed to improve the impact of 
CARE’S support for OTW on equity and 


poverty. 

Thus there was much concern with trends 
in poverty in Bangladesh in relation to the 
privatisation of minor irrigation [for exam¬ 
ple Boyce, 1989, Boyce and Ravallion, 1987]. 
Unfortunately there were no satisfactory 
data to assess the trend in poverty in the 
mid-1980s [Khan and Hossain, 1989]; and 
the analysis rested primarily on trends in teal 
wages of agricultural labourers and regional 
differences in real wages. However, in com¬ 
mon with the critique of the impact of the 
green revolution in' India on poverty [e g, 
Lipton and Longhurst, 1989], the use of 
evidence from the early years which tends 
to show no improvement, appears to be con¬ 
tradicted by use of longer-term data series. 
More recently some studies have suggested 
significant reductions in poverty as measured 
by the head count of people below 'the 1 
poverty line [Rahman and Haque; 1988. 
World Bank, 1987, BBS, 1988], but these 
conclusions have been challenged fairly 
comprehensively in a recent volume of the 
Bangladesh Development studies, by, for 
example Khan, 1991, Ravallion, 1991, and 
Osmani, 1991; the introduction to- this 
volume concludes by arguing that in the light- 
of these critiques: 

It would perhaps be premature to conclude 
that this issue . . has successfully closed the 
‘poverty debate’ and established beyond 
reasonable doubt that the poverty situation 
in Bangladesh is at best stable and at worst 
deteriorating. But at the very least it puts the 
ball firmly back in the court of those who 
subscribe to the “improvement’ thesis’ 
[Abdullah. 1991], 

1 do not have the resources here to defend 
the improvement thesis, but I will firstly note 
some more recent evidence on wage rates, 
and secondly draw attention to the recent 
evidence on levels and trends in poverty both 
from official sources [BBS, 1991a and bj, 
and from survey information from areas 
where the new technologies have been 
adopted which suggests that the problem lies 
not in the pattern of growth engendered, but 
in its insufficient geographical spread 
[Hossain et al, 1991, Quasscm and Rahman, 
1990, Ahmed and Hossain, 1990, and, 
perhaps Rahman and Hossain, 1992]. This 
evidence, especially that from BBS, would 
seem to put the ball back where it cami 
from, although (his has not prevented the 
BIDS study [Rahman and Hossain, 1992] 
from focusing greater attention on its fin¬ 
ding that between 1987-88 and 1989-90 for 
its sample villages extreme poverty had risen 
by 2 per cent, 15 than on the evidence that 
poverty had declined by 5 per cent and that 
the recalculated HES data show a decline in 
poverty from 71 per cent in 1973-74 to 63 
per cent in 1981-82 tff just over 37 per cent 
in 1989-90. 

Real Wage Rates of agricultural 
Labourers 14 

A number of authors have suggested that 
the real wages of agricultural labourers 
have been dedining since the introduction 
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wages in manufacturing. However agri¬ 
cultural wages appear to have been delink¬ 
ed from these prices in the period of rapid 
inflation following independence from 1972 
to 1974. Boyce and Ravallion using data up 
to only 1980 conclude thfp the trend of real 
wages was “on an alarming downward 
trend", but this conclusion is shown to be 
based on an erroneous specification of the 
relationships and even using the same period 
as Boyce and Ravallion (1949 to 1980) a dif¬ 
ferent conclusion can be drawn which is in 
line with the present argument (that real 
agricultural wages have not been declining, 
and in fact are on an upward trend—all this 
is discussed in PaJroer-Jones, 1992). 


of green revolution technologies into 
Bangladesh [Boyce, 1989, Boyce and 
Ravallion, 1987, Khan and Hossain, 
1989:157—who note an apparent rise in the 
mid-1980s, as, also, do Alaudin and Tisdell, 
1989]. Figure 9 shows the trend in the rice 
wage from 1949 to 1991. It appears that 
agricultural wages were depressed from the 
mid-1980s to the early 1980s, especially in 
the disastrous famine of 1974. Figure 9 also 
indicates that there has been a rapid rise in 
real (rice) wages in the late 1980s. 11 
Econometric modelling of agricultural 
«ages [reported in Palmer-Jooes, 1992] sug¬ 
gests a long-term and dose connection bet¬ 
ween agricultural wages, Hoe prices and 


regional Wags Rates 





Another plank in the argument that 
in groundwater irrigation have been bad. 
poverty is drawn from inter-regtonal. 
parisons of real wage rates. Boyce; 1989, 
a negative correlation between regional 
of agricultural growth and red) Wages, WNgrax 
in turn are related to variables reflecting (tie 
agrarian structure (share-cropping, dinatkfe 4 i 
of tenancy, average farm sire, inequality taj: 
farm size). This suggests that wage rates hm*C4; 
been raised in areas where institutional*'’ •*’ 
arrangements (induced by pressure ‘of#* 
population density) have resulted in greater.'?;' 
labour absorption (more small farms giving, i 
rise to greater inequality in farm sizes ajk*>' : 
measured by the Gini coefficient, shorter || 
tenancy, and more share-cropping). However 
a more plausible explanation is that areas 
characterised by lower population density' 
which have also been associated for 
historical reasons with a high degree of 
landlessness and lower agricultural wages 
have experienced faster rates of agricultural 
growth. Agricultural growth has been fastest 
in these areas (the north-west of Bangladesh), 
in part because this is where groundwater 
developments have been promoted most 
vigorously. Anyway the relation between 
agricultural growth and the level of real 
wages is not particularly relevant to the quet- 
lion of the effect of agricultural growth ort - 

the trend of real wages. Here the evidence 
is not conclusive, with no clear relationship 
between contemporaneous growth rates Of * 
agriculture and of real wages, although there 
is a relation between earlier rates of;$■ 
agricultural growth and later gates of growth ":£ji 
of real wages. 14 


Recently studies almost universally show, - 
that wage rates are higher and poverty is 
lower (and came down faster) in areas which : 
experienced rapid rates of agricultural 
growth [for example Hossain et al, 1991, 
Rahman and Hossain,' 1992], 17 


Hard Core Poverty 

However the levels and rates of change of 
real wages are only at best potential 
indicators of the trends in poverty (or equity' 
for that matter). The use of real wages 
reflects the argument that the poor fivt% 
mainly by selling their labour, and that time . 
series and regional data on wages are fairly 
readily available Direct evidence on trend* 
in poverty have been, as noted above, in¬ 
hibited by the lack of suitable data [Khan 
and Hossain, 1989, Osmani, 1991]. Further- - 
more regional disaggregation of poverty :>v 
'using the same source (which would have . 
thrown light on the question of the relation- ‘ 
ship between regional rates of growth and 
levels of poverty) has also not been possi¬ 
ble because the HES does not provide such 
a breakdown of the data. 

As noted above the BIDS study found that ? 

'hard core poverty’ increased by 2 per cept* ] 
but do not relate movements in this to 
geographical areas. Elsewhere it is note(|J|,,j 
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r that the incidence or ‘extreme poverty’ is 
negatively related to real wage rates ana the 
‘I development of Infrastructure, and positively 
) to the proportion of area under HYVs 
i (although this coefficient is not statistically 
i significant, p 112); also the BIDS study notes 
| that wage rates are higher where there has 
; been "development of infrastructure 
| facilities and the diffusion of new agri- 
| cultural technology” (104). 
f Also this study uses the term ‘hard core 
i poor’ in what is perhaps a rather unusual 
\ way; in fact it is used interchangeably with 
‘extreme poor’. They find that only 10 per 
\ cent of their sample were classified as 
extremely poor in 1987 and 1989 (p 115) and 
it is this group that I would think were 
appropriately categorised as the hard core 
poor. Since there was no data on the earlier 
; status of this sample it is evidently not 
$ possible to decide whether (he proportion 
| of households that are chronically extremely 
I poor has increased or fallen Nor, unfor- 
i tunately does the study provide any descrip- 
f _ lion of the characteristics of these house- 
| holds or their location. Drawing attention 
i to the rather smaller proportion of the 
? population that are properly classified as 
| ‘hard core' poor than this study reports 
l should not detract from the importance of 
pursuing courses of action likely to benefit 
i them; but it does raise the question what the 
j most appropriate policies to address chronic 
2 poverty are. While if 40 per cent of house¬ 
holds are chronically poor then it is likely 
that, for example, land reform could 
significantly affect the status of many of 
|. them; but if it is 10 per cent of households, 
I; then it is likely that these are those who lack 
(' the labour or other resources to significantly 
| benefit directly from land reform. 

Grouncwater Management 

U ' 

[ The reliance on the public sector to 
i manage groundwater resources (and irriga¬ 
tion and water resources more generally) is 
( pervasive in south Asia and elsewhere. In the 
context of the SCARPS in Pakistan Johnson 
provides the following summary of reasons 
« in terms of the problems of private tubewells 
* [private development): 

; —would be inequitable and therefore not 
benefit most fanners 

—would be haphazard and probably not ac¬ 
complish the desired drainage function 
—could deteriorate the groundwater aquifer 
through uncontrolled pumping 
—could not be expected to proceed at the 
rapid rate desired [Johnson, 1988: 71J. 
However in Bangladesh, as the above ac¬ 
count has hopefully established, perhaps not 
beyond reasonable doubt, the growth of 
groundwater has predominantly been in (he 
private sector, and this growth has been fast, 
good for poverty, and not disastrous for the 
i environment. Evaluation of its impact on 
i equity depends importantly on one's unde; 
standing of the appropriate dimensions of 

1 inequality, and in this context I have focused 
. Qn poverty as the appropriate concept. 
Furthermore public action cannot claim 


to have been very successful in the manage¬ 
ment of groundwater in many ways (although 
it is perhaps arguable that the public sector 
support did play a positive role in sti¬ 
mulating and spreading the later private sec¬ 
tor growth). Initially inappropriate tech¬ 
nology was supported in the form of larger 
capacity DTW; later efforts were made to 
support MOSTIs. Control was in theory ex¬ 
ercised over the siting of STW, and standar¬ 
disation of STW equipment delayed the 
adoption of more appropriate scales and 
makes of diesel engine Various institutional 
innovations were employed in the attempt 
to overcome the problem of poor capacity 
utilisation of Drw, but to date no satisfac¬ 
tory solution has been arrived at. 

To date the(e do not appear to have been 
serious draw down externality problems in 
Bangladesh. 11 This is partly because suc¬ 
tion mode technology is somewhat self 
limiting—the costs of abstraction rise very 
sharply as the pumping water level falls to 
the suction limit. Also suction mode tech¬ 
nology is widely available, and in view of its 
comparative divisibility, is relatively affor¬ 
dable, 1 *' and hence is widely and more 
equitably available. But the spread of DTW 
technology certainly raises the possibility of 
more serious draw-down externalities. 
Institutional policy towards groundwater 
irrigation has emphasised state regulation of 
technology and siting of groundwater irriga¬ 
tion equipment, yet this held back exploita¬ 
tion. Relatively little attention has been given 
to economic policy and its impli^uns for 
incentives to irrigate, and yct> ep&Omic 
incentives have played an important role in 
determining the spread of groundwater 
irrigation. 

Public action towards groundwater 
management has been mainly ip the form 
of choice of technology for , pumping, in¬ 
stitutions for the management of ground¬ 


water irrigation equipment and groundwater 
itself, and policies towards pricing of 
agricultural input and ouputs. In each case 
much public debate has been misguided and 
erroneous; this is important both because of 
the historical record, and also because future 
policy needs to be based appropriate 
understanding of the past. As noted above 
distrust of the private sector has been an im¬ 
portant influence on public policy and is 
very widespread. The success of ground- 
water development in Bangladesh however 
can largely be attributed to the private sec¬ 
tor, and there is some wider relevance to this 
finding. However it is not clear that similar 
success will be forthcoming in the future as 
groundwater resources become more fully 
utilised. In this section I look at each of the 
main areas of public policy to draw ap¬ 
propriate lessons. 

Appropriate Institutions 

Until recently ii was widely accepted that 
the small, fragmented, and unequal agrarian 
structure together with the poverty of the 
mass of farmers lead to the conclusion that 
private sector management of minor irriga¬ 
tion was not appropriate; and either ‘public’ 
tubewells, or co-operative ownership of 
irrigation equipment by farmers within the 
potential command area, would be the most 
appropriate institutions to develop 
mechanically powered groundwater irriga¬ 
tion. 10 These ideas received support from 
criticisms of the previous system of renting 
DTW to fanners’ groups by BADC, and gave 
rise to experimental programmes aimed to 
improve DTW performance with large com¬ 
ponents of institutional innovation. These 
institutions would silow, ft was believed, 
small farmm to have equitable and effident 
access tog oundWatcr since they would pre¬ 
vent the emergence of water-lordism. 
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A number of such experimental program¬ 
mes to manage modern minor irrigation 
were started in the 1970s and 1980s, such as 
the DFICP programme of CARE, IMP by 
BRDB (which was based on the DTIC£ pro¬ 
ject), and landless ownership of irrigation 
equipment by groups supported by NGOs 
such as BRAC and Proshika, or the 
Grartieen Bank [BAU, 1985, 1986, Palmer 
Jones and Mandal, 1987, Wood and Palmer- 
Jones, 1991]. Jl IMP was adopted by the 
World Bank’s IDA DTW2 project which 
involved installation of 4000 DTW. 

CARE moved on from support of KSS 
co-operatives as owners of DTW to the 
LOTUS project which supported landless 
group ownership of DTW. While public 
tubewells and state-sponsored co-operatives 
were liable to capture by the local elites who 
would prefer to irrigate their own lands and 
withhold water from competitors, and were 
also liable' to bureaucratic failures, the 
landless, who had no land to which to give 
preference in irrigation schedules, would 
have a vested interest in maximising the 
return to water by optimising command 
areas and irrigation schedules. Even when 
KSS operated effectively the benefits, CARE 
argued, accrued predominantly to farmers 
rather than the landless. The LOTUS pro¬ 
ject drew on the existing projects started by 
NGOs of landless irrigation for LLP and 
SIW (Wood, 1984, Wood and Palmer-Jones, 
199!]; NGOs were generally unable to gain 
access to DTW because BADC would only 
rent DTW to farmers’ groups or sell them 
to KSS co-operatives. LOTUS aimed to in¬ 
crease benefits to the poor by supporting 
management of DTW which were controlled 
by landless groups which were themselves 
supported by non government organisations 
(NGOs). CARE was able to gain access for 
NGO supported landless groups to DTW 
under a new policy by BADC. 


LOTUS started in 1986 with 24 groups 
supported by 3 NGQs—Proshika. BRAC 
and the Grameen Bank. By 1988-89 LOTUS 
was working with 111 DTW most of which 
were supporied by only one NGOs (BRAC 
with 7$ DTW). The other two institutions 
had basically withdrawn from the LOTUS 
project; GB had rejected the idea of landless 
ownership of DTW and was developing a 
new project in which a wholly owned sub¬ 
sidiary of GB would own and manage DTW 
directly (more on this below). Proshika 
found that it had a limited ability to sup¬ 
port ‘its’ landless groups managing DTW in 
a sustainable way. Proshika found that it was 
hard for groups to recover their operating 
and capital costs from farmers, and was un¬ 
willing to allow subsidisation of groups to 
grow into dependency. 

Only BRAC was prepared to continue to 
invest heavily in the support staff and 
operating credit required to maintain 
landless group ownership of DTW; while 
complete evidence is not available; it appears 
that BRAC groups which control DTW are 
having difficulties in making payments to 
cover operating credit and capital 
repayments [Wright, 1991], In 1992 the 
LOTUS project is effectively defunct, with 
Proshika and GB withdrawn. Proshika is 
pursuing its original concept on its own in 
the support of some 36 landless controlled 
DTW, having used LOTUS mainly as a 
means of gaining access to DTW. The Pro¬ 
shika experience has been extensively 
documented elsewhere (see references above); 
the caution with whfch Proshika is pro¬ 
ceeding reflects both its determination that 
its groups should benefit in a sustainable 
way from the ownership of DTW, and the 
exposure to critical examination that its pro¬ 
ject has had. The LOTUS project wjll carry 
out a post-mortem, which win no doubt find 
that what LOTUS offered was valuable; con- 
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flicts in load society, both between 
and farmers, and within groups was tifjjpgi 
main problem with more fully meeting its,;! 
objectives. ■ 

Despite the demise of LOTUS both BRACig' 
and GB are optimistic about rapid expaiif^ 
sion of DTW under their management. ItT.-, 5 ; 
is somewhat ironic that finances for 
DTW projects of both institutions have bertir - ; " 
based on advice from the consultants to IDA > 
DTW 2, w ho argue in their submissions that ; 'f, 
while there are problems with the NGOs 
management of DTW (including here GB), 
DTW are potentially viable, and hence it It ; 
worth proceeding with projects for their 
management. In this respect these con¬ 
sultants are, in effect, following the same 
route as the LOTUS project from support 
of KSS (which was the keystone of the pro¬ 
blematic IDA DTW two project) to support 
for landless group management. It is quite 
possible that (he outcome of NGO manage¬ 
ment will be the same while the same com¬ 
placent optimism about potential DTW pro¬ 
fitability holds. 

Grameen Bank started direct management 
of DTW as an extension of its support for 
‘its’ landless groups ownership of tubewells 
in Tangail; in 1987 GB took on a number 
of DTW under its direct management. In 


1988 it moved to take on DTW in the 
Rajshahi Region which had been installed 
under the Barind Integrated Area Develop¬ 
ment Project, and in Rang pur and Dinajpur 
where some 2,300 new DTW had been in¬ 
stalled by BADC and BWDB using funds 
from west Asia. By 1990-91 GB was manag¬ 
ing some 623 DTW; in every year GB has 
been unable to fully recover operating or 
capital costs of its DTW operation in any 
year, and by the end of the 1990-91 season 
its accumulated losses were put at some 
S US 4.4m. GB has already started to 
withdraw from its earlier involvement with 
management of DTW in Ihngail. 

Direct management of DTW faces a 
number of obstacles on top of that of 
managing a dispersed staff in control of con¬ 
siderable resources; in particular it faces the 
difficulty of collecting water charges in the 
face of reluctance of farmers to pay, and of 
competition from cheaper sources of irriga¬ 
tion water. A further major flaw in the 
model of direct management pursued by GB 
is the assumption that year-round revenue 
earning activities can be generated which will' 
be sufficient to cover the costs of a 
‘manager’ for each DTW. The collection of 
water charges has emerged as a problem for 
ail systems of DTW management, whether 
by farmers, private entrepreneurs, or by 
NGOs or the Grameen Bank. These dif¬ 
ficulties have supported attempts by DTW 
owners to establish monopolies over their 
command areas by banning STW from 
operating in DTW command areas. Such a 
policy would of course subject farmers to 
monopolistic practices, and, in areas where 
STW function, would deny them access to 
lower cost sources of water. Such competi¬ 
tion appears desirable in terms of enforcing 
competitive supplies of water, but this is 
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figure 9: Real wages of agricultural Labourers 

Ln indexes, 1949-100. 



f often challenged on the grounds that STW 
I owners are richer fanners who make profits 
out of their poorer neighbours. Given the 
advantages they have had so far in terms of 
subsidies, and their inherent technical advan¬ 
tages, DTW should be able generally to pro¬ 
vide cheaper water (see below) provided their 
managers can overcome the problems of 
distributing water among more farmers. 
Nevertheless a number of GB managed 
OTW visited in the Rangpur Region in 
March 1992 showed signs of competition 
from STW which may well result in dif¬ 
ficulties in maintaining let alone expanding 
command areas of GB managed DTW. 

BRAC has had some involvement with 
groundwater irrigation (STW and DTW) for 
a number of years through support for its 
groups. BRAC is probably the largest and 
best established NGO in Bangladesh; it 
facilitates the organisation of large groups 
of poor people. A comprehensive review of 
BRACs experience with irrigation is not 
available, and no independent study has 
been undertaken. Most of its activities in¬ 
volve DTW. The Annual Report of the Rural 
Development Programme for 1990 states 
that BRAC had 112 DTW, 38 STW, 3 LLP 
and I FP (floating pump). By December 
1991 BRAC 303 and in January 1992 641. 
It appears that there was considerable 
variability in the profitability of different 
DTW under DTW managed by BRAC 
groups (Wright, 1991); while full figures are 
not available it is dear that (a) nearly 40 per 
cent of groups in 1990/91 did not earn suf¬ 
ficient revenue to make net profits (i e, cover 
amortisation charges); (b) many groups were 
in arrears of capital and operating cost 
repayments. While it is arguable that per¬ 
formance will improve—command areas of 
DTW that have been under BRAC manage¬ 
ment for longer are greater (ibid), this is not 
necessarily the case A number of BRAC 
managed DTW that were visited near 
Rangpur in March 1992 appeared to be 
under considerable pressure of competition 
from STW, which can be expected to either 
force command areas, or water charges 
down. 

Appropriate technologies 

Appropriate pumping technology has 
often been seen as a solution to the disjunc¬ 
tion between irrigation technology and the 
agrarian structure. The case for Manual 
Operated Shallow Tlibewells for Irrigation— 
MOST I—has been argued on the grounds 
that it was appropriate in scale to the plot 
size distribution (a MOSTI could irrigate 
about .2 to .3 acres) and, being labour in¬ 
tensive, it was appropriate to the factor pro¬ 
portions of the region. Thus even if MOSTI 
were not financially viable when labour for 
pumping was costed at the going wage rate, 
they were thought to be appropriate because 
the wage rate was not an adequate indicator 
of the opportunity cost of labour. 

Hand powered MOSTI seem only to have 
caught on briefly in the 1970s when real 
!- Wages of agricultural labourers in 
Bangladesh were extraordinarily low [see 
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below, and Palmer-Jones, 1992 forth¬ 
coming], In the face of competition from the 
more widely available STW spreading 
through projects and the second-hand 
markets, the hand pumps used as MOSTI 
were transferred to domestic water supplies 
in most areas. In the 1980s a more ergo¬ 
nomic human powered irrigation device— 
the treadle pump—was being invented and 
developed in north-west Bangladesh where 
groundwater conditions were exceptionally 
favourable [Orr et al 1991]. Ironically while 
groundwater is available in much of the 
further north-west (Greater Rangpur and 
Dinajpur) soil conditions are often less 
favourable especially for rice irrigation as 
soils are mote sandy and have higher seepage 
and percolation losses [Palmer-Jones, 1988]. 
Nevertheless the treadle pump represents a 
considerably more attractive technology than 
the hand pump, and was more competitive 
in the north-west where STW had not 
spread as intensively as in other parts of 
Bangladesh. 

But just as the treadle has become more 
widely available in the late 1980s it has faced 
competition from much cheaper and smaller 
Chinese STW engines (allowed in at the 
preferential tariff since 1987) which enable 
even smaller farmers to invest in STW rather 
than use themselves and their families as 
sources of power for pumping. While 
formerly STW engines were generally 7.5 hp 
or above in the last year engines as small as 
3.5 hp have been imported and ate being us¬ 
ed with bamboo tubewells to provide irriga¬ 
tion. There are patches where both ground- 
water availability and soil conditions are 
exceptionally favourable to groundwater ir¬ 
rigation in this region; this occurs where 
heavier soils overly the excellent aquifers, for 
example where the flat Barind soils occur in 
southern Rangpur district. It is in these areas 
that one would expect human powered 
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groundwater irrigation to occur (or where 
crop water requirements are less as where 
tobacco or some other high value, less water 
demanding crop is grown over excellent 
aquifers). But even here it is not dear that 
the treadle pump will continue to be used 
or spread so widely after the arrival of 
smaller scale STWs. 

The failure of 2 cusec DTW to achieve 
financially viable command areas in either 
public or KSS ownership has caused the 
World Bank to turn to the promotion of fur¬ 
ther development of minor irrigation 
through the introduction of fractional DTW 
(with 0.5, 1 and 1.5 cusec discharges) in 
the National Minor Irrigation Project 
(NM1DP—which also provides for some 
medium-scale pontoon-based power 
pumped minor irrigation). Import and i- 
nstallation of DTW is to be demand-led (in 
terms of both choice of technology and 
siting) and subsidies are to be removed on, 
all minor irrigation technologies.to ensure 
a level field of competition. The Bank 
acknowledges that many highly subsidised 
DTW installed under IDA II have been sited 
in areas where STW were more" ap¬ 
propriate. 22 And. if the intent behind the 
NMIDP is carried through, it is lilody that 
DTW would only be installed where cheaper 
alternatives are not available; since owners 
and users will be paying the ftiD costs of the 
equipment they choose. However, this ap¬ 
proach runs into two problems; first it is 
highly unlikely that puiehasert will in fact 
pay the full costs of DTW (even after the 
phasing out of explicit subsidies by 1993) 23 
since they will be obtaining substantial loans 
for the purchase from nationalised banks 
which have recovery rates of less than 30 per 
cent on agricultural loans, Secondly to the 
extent that DTW are perceived as being sold 
unsubsidised there will be no demand for 
them, since STW are cheaper where they 



4 





work (e g, in high water table and abundant 
groundwater conditions, even though most 
engineering calculations show that DTW 
provide cheaper water that STW based on 
cost 'peT m 3 m (cubic metre per metre of 
lift); 14 why it is that they are not com¬ 
petitive with STW has not yet been con¬ 
clusively established. Where STW do not or 
work only with difficulty (i e, the water table 
normally, or at least in the crucial irrigation 
season, is below the suction limits of even 
Deep Set Shallow Tiibewells—DSSTW) there 
is generally no agricultural cropping pattern 
in the relevant areas of Bangladesh that will 
support the extra costs of pumping from the 
greater depths entailed. To the extent that 
DTW remain effectively subsidised they may 
be able to continue to bring substantial 
distortions to the exploitation of ground- 
water in Bangladesh. 

Appropriate Policies 

Three sets of policy towards groundwater 
development and management have played 
an important part in recent years in 
Bangladesh. Firstly, there are those policies 
concerned directly with the management of 
groundwater—spacing and siting licensing, 
ownership and management of WEMs, and 
import, pricing, and credit for WEMs. 
Secondly, there are agricultural marketing 
and pricing policies (including food and 
infrastructure policy) which have largely 
determined the profitability of irrigation; 
thirdly, there are other policies which have 
contributed to the alleviation of poverty 
including those that have contributed to 
overall economic growth, and to targeted 
poverty alleviation. Elsewhere in this paper 
the specific policies towards groundwater 
'have already been discussed; also I do not 


intend to discuss here the broader policy 
framework. Here it is appropriate to concen¬ 
trate on the pricing policies that are essen¬ 
tial to the success of groundwater irrigation. 

In its reviews of groundwater development 
the World Bank has maintained that the pro¬ 
fitability of boro rice cultivation has not 
been an obstacle to the adoption of modern 
minor irrigation; in particular it has focused 
on the ratio of fertiliser to rice prices, and 
compared these with ratios in other 
neighbouring countries [World Bank, 1989: 
39-58). This report concludes: 
there is little evidence to suggest that inade¬ 
quate incentives are a cause of the recent 
[mid l980sj slowdown in foodgrain produc¬ 
tion (ibid, p 39) 

Its analysis of the apparent slowdown in the 
agricultural growth in the 1980s focused on 
the impediments posed by state policy which 
“discouraged private-sector participation in 
favour of the government’s continuing to 
distribute and service equipment" [World 
Bank, 1989]. It is certainly true that both 
rice to fertiliser price ratios have been 
favourable, and that the rapid rise in fertiliser 
prices (which occurred in the early 1980s) 
was not associated with a slowing down in 
the growth of boro production (which was 
rising rapidly at that time and which slowed 
from about 1983-84). Of course such 
evidence cannot be conclusive since other 
factors may have outweighed the negative 
impact of fertiliser price movements. These 
arguments, however, allowed the Bank to 
concentrate its explanation of the slowdown 
on the obstacles to the sales of STW, LLP 
and DTW posed by the GOB bureaucracies, 
especially BA DC. ;-v 

What the Bank overlooked was the sharp 
rise in wage rates tharwas associated with 
the slowdown; the slowdown was most 


noticeable in the drop ifl'sdte* 

(which was possibly also brought about > 
tightening of credit for agricultural inptlts - 
and irrigation equipment by the nationals- ’ 
ed banks). Thus in a regression of the our-. 
put of boro with various time trends ihev 
coefficient of the real wage rate (agricultural*, 
wage to rice price ratio) is negative and 
statistically significant (see figure 10). 
While the real wage rate rose rapidly between 
1983 and 1985, and the slowdown occurred 
between 1984 and 1986, the real wage fell 
again in 1986, and the rateof growth of boro 
picked up from then. TWo studies showed 
declining profitability of boro production up 
to 1986 [Quassem, 1987, Wood and Palmer- 
Jones, 1991). Wage costs were a higher pro¬ 
portion of rice production costs than fer¬ 
tiliser costs. 

The causes of this rise and subsequent fall 
in real wages are not well understood, but 
it is clear that neither movement was the 
result of deliberate policy towards the growth 
of agricultural production or of groundwater 
irrigation. Hence the claim that the bene¬ 
ficial trends observed in the 1980s were not 
the result of appropriate pricing policies. 
The growth of real wages in more recent 
years has not been associated with a 
slowdown in sales of irrigation equipment 
or boro production; it is not known What 
the recent trend in profitability of boro pro¬ 
duction or irrigation has been, but it is likely 
that the rate of rise of wage costs has been 
partly offset by efficiency gains in irrigation 
supply, but this cannot be guaranteed. It is 
a hopeful sign that the World Bank is aware 
of the dangers of price reforms, such as 
liberalisation of imports of foodgrains, that 
may harm, incentives to boro production, 
and that consequently structural reforms 
such as import liberalisation should be 
associated with depreciation of the exchange 
rate. 

Resume 

Crudely, the argument of this paper is that 
the rate of growth of agriculture, its 
beneficial effects on poverty and the absence 
of serious externalities has not in the main 
been the result of the key features of policy 
advice offered by powerful voices over the 
past two decades. 33 It has not been due to 
the two main technologies that have been 
promoted by policy advisors—DTW and 
MOSTIs; ratHftr it has been due to STW 
which have either been seen as inappropriate 
because of scale and cash intensity, or as a 
temporary technology on the road to the 
more appropriate DTW. MOSTIs were 
thought to be appropriate because they were 
labour intensive, but they largely failed to 
take off for irrigation because they were ef¬ 
fort intensive, and buying and selling water 
from STW was more advantageous. DTW 
were thought to be appropriate because they 
could, in public or co-operative ownership 
under public tutelage, avoid the slow rate of 
development, inegalitarian impact, and 
externality generation that was seen as likely 
to be the outcome of private (STW) dcvelop- 
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menu. While DTW have spread quite rapid¬ 
ly, supported by public efforts, they have 
often been put into areas where STW would 
have developed, and the subsidies involved 
and the low rate of utilisation of DTW have 
meant that this has been very inefficient. 
Also they appear to no superior equity im¬ 
pacts, and are more rather than less likely 
to cause unbearable draw-down externalities 
than STW. STW have been promoted, but 
their successes in terms of spread and in 
terms of poverty alleviation has only partly 
been due tp the public policy aimed direct¬ 
ly at these objectives. 

Nor has the growth of boro been due to 
the promotion of appropriate institutions — 
co-operatives or management by landless 
groups. STW have been privately owned even 
if often their sale was supposed to be to 
farmers' groups. Co-operatives to manage 
DTW have been intensively supported 
through BRDB and IMP, but the outcome 
has not generally achieved viable and sus¬ 
tainable farmer co-operatives. 26 Landless 
group management may have had significant 
equity and redistributional impact but has 
had a negligible slice of the action. Instead 
it has been the development and spread of 
water markets (strictly markets for the out¬ 
put of water extraction mechanisms) which 
were not anticipated, or were anticipated, 
were feared; no one set out deliberately to 
create water markets, or, having recognised 
their existence and role, to manage. As we 
have seen the success of the private sector 
water market in achieving growth and 
poverty alleviation has depended on seren¬ 
dipity in the evolution of agricultural prices; 
in the apparent fact that STW could irrigate 
most of the irrigable land without causing 
draw-down externalities that were on balance 
socially undesirable; and in developments 
and projects elsewhere in the economy which 
contributed to poverty alleviation. The 
World Bank did sponsor privatisation of the 
supply of WEMs but without a dear under¬ 
standing that such water markets would 
evolve, that growth would be beneficial for 
poverty, or that the conditions for economic 
and environmental sustainability existed. 

Nor, finally, has this trajectory been due 
to appropriate policies with regard to 
groundwater management apd agricultural 
pricing. The instinctive reaction of all ad¬ 
visors has been to regulate groundwater use 
through siting and licensing laws, through 
the promotion of public sector control of 
institutions such as cooperatives, or through 
the enactment of a legal framework for 
water users associations. None of these has 
had a positive effect in this matter. While, 
again, the World Bank has promoted the 
idea of appropriate agricultural pricing 
policies, its focus on the rice to fertiliser price 
ratio failed to recognise the crucial role of 
the rice to wage rate ratio ih determining the 
profitability of groundwater irrigation. Even 
where it recognised that the profitability of 
rice production had declined and this had 
adversely affected the demand for DTW (as 
hr the PCR for IDA DTW 2) it did not 
recogntie the role that a more favourable 
movement in this ratio had on demand. 


The Futile 

What then for the future? At present 
Bangladesh has a dynamic market for STW 
in which technical innovation is occurring 
rapidly—viz, the recent emergence of small 
STW (3.5 hp), and the rapid spread of power 
tillers This must be sustained by price 
policies which maintain the profitability of 
irrigation. This means careful management 
of food price policy. To continue to have 
favourable poverty impacts the demand for 
labour must be supported through rapid 
economic growth, public works, and through 
poverty programmes appropriately targeted 
on the poorest. To spread it must be com¬ 
plemented by programmes to improve rural 
infrastructure. It would be nice if domestic 
manufacture of STW could be encouraged, 
as noted by the Task Forces this could be 
tested by a small tariff on imports or.small 
diesel engines. 

Further beneficial growth through STW 
appears likely, but there may be a point at 
which it would be desirable to develop more 
of the groundwater resouroe than can be 
exploited even by Deep Set Shallow 
Tubewells (DSSTW). Certainly there are 
areas where groundwater irrigation can only 
take place with force mode pumps (DTW). 
It could be that these areas should not 
receive groundwater, and either be irrigated 
by other means, or accept a future with 
rainfed agriculture and participation in 
general economic growth through employ¬ 
ment in agriculture in other areas, and other 
sectors, politically hard though this may be. 

Alternatively some means should be 
found to manage DTW efficiently; this is 
desirable anyway since there are some 35,000 
DTW already installed, of which at least 
25,000 must have a significant economic life 
remaining, which at present appear to face 
the prospect of being badly underutilised. 
Present approaches to this problem are not 
encouraging. The World Bank has washed 
its hands of those DTW the installation of 
which it has encouraged and promoted, hav¬ 
ing only provision for rehabilitation of 1800 
DTW but nothing for improvements to their 
management (unless one believes that sim¬ 
ple privatisation will do the trick, which 
seems unlikely—see below). It is pursuing a 
more rigorously private sector approach to 
the supply and purchase of DTW, placing 
its hopes in ‘fractional’ or small-scale DTW 
overcoming the collective action problems 
surrounding the larger scale DTW installed 
so far. However, since DTW, while providing 
cheaper watetj per unit of lift will generally 
have to pump from greater depths, fractional 
and other DTW will have higher costs than 
STW and it may prove very difficult to make 
unsubsidised DTW irrigation profitable. 27 
Subsidisation however may be difficult to 
achieve together with efficiency (and equity) 
objectives. 

A major recent initiative has been the pro¬ 
motion of the treadle pump; this is a type 
of manually powered shallow tubcwell that 
has spread through many areal In the north¬ 
west of Bangladesh. It is considerably more 
ergonomic than the MOSTIs that were pro¬ 
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MOST! that has recently been promoted ft 
the rower pump. This does net seem to have 
such ergonomic advantages as the treadle 
pump, although it is technically more effi¬ 
cient than either the treadle or other types 
of MOSTI; in particular it can draw water 
from somewhat greater depths. However the 
rower does not seem to have spread widely 
for irrigation. 

It is probably too early to say yet what the 
prospect for the treadle pump is; there is no 
doubt that it has proved attractive in areas 
where it has caught on, but there is evidence 
that in some of these cases,they are now 
being replaced by STW. 2 * It is not clear 
whether this is because STW are more ‘pro¬ 
fitable* (perhaps because more technically 
efficient STW are now,being imported/or 
water sellers have become more competitive), 
or because treadle users have become less 
risk averse or have accumulated sufficient 
capital to feel able to take water from STW. 

Further growth of groundwater irrigation 
in Bangladesh with poverty alleviatioh and 
the avoidance of environmental problems 
cannot be guaranteed; it will require careful 
and informed management. While much can 
be left to the private sector, there is an ongo¬ 
ing role for policy analysis which will aim 
to maintain a favourable context for further 
expansion. In view of the uncertainty about 
the availability of groundwater there will be 
an ongoing need for monitoring and assess¬ 
ment of trends in the levels of water tables. 
In the event of serious draw-down or other 
externalities emerging effective and equitable 
policies to regulate private groundwater use 
through direct (e g, regulation of siting) or, 
more likely indirect (for example, agri¬ 
cultural input and output pricing, develop¬ 
ment of water saving irrigation and cropping 
technologies) means will be desirable 

Also it is likely that further experimenta¬ 
tion with the management of-DTW (and 
other larger scale irrigation) will be 
necessary to make good use of installed 
capacity, and to allow efficient groundwater 
irrigation in areas where STW currently can¬ 
not, or in the future come not to be able to 
make sufficient use of available groundwater 
resources. There are good reasons for desir¬ 
ing to keep DTW in public ownership (or 
perhaps trusteeship) rather than private 
ownership. Where STW cannot compete 
DTW are likely to have something of the 
characteristics^ a natural monopoly, and 
for reasons given above, may require.some 
subsidy, which may well be abused if DTW 
are entirely in private hands. But there are 
also good reasons for wanting DTW to be 
managed privately in order to achieve effi¬ 
cient management. These two conflicting 
requirements can perhaps best be met by 
some form of contracting or franchising ar¬ 
rangement where DTW are owned by the 
state (or perhaps local authority, or ground¬ 
water district) and the management of the 
DTW, subject to regulation of water pricing 
terms and conditions, is (re-)aiKtioncd at 
intervals to competitive bidden [see Miner- 
Jones, 1989, for more detailed suggestions, 
and Task Fbrce. Vol 2, 1991]. 
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1 According to the World Development 
Report for 1990, which focuied on poverty, 
South AsU contains nearly half of both the 
extremely poor and the poor ( WDR, 1990: 
29). 

2 This it the rate of growth or cereals output; 
cereals (mainly rice and some wheat) con¬ 
stitute mote than 70 per cent of value added 
by agricultural crops in Bangladesh in 
1989-90; and nearly 80 per cent of gross 
cropped area in 1986-87 (BBS, 1991). 

3 The growth rate from 1951 to 1991 was 2.26 
per cent per year (calculated from BBS 
1991). 

4 For example there are the high subsidies in¬ 
volved in electric power and diesel subsidies 
and subsidies to facilitate exploration and 
drilling for groundwater, draw-down exter¬ 
nalities which raise the costs of abstracting 
water, have negative environmental effects 
such as on drinking water supplies, fisheries, 
vegetation, saline intrusion, and building 
subsidence. Also extraction of saline 
groundwater may be reducing yields of 
crops. 

5 But note that there are significant areas in 
the eastern Gangetic Plains where the soils 
are alkaline/saline, where immoderate ir¬ 
rigation could lead to soil degradation. 

6 For more detailed discussion see Husain, 
1988, ASR. 1989, Hossain, 1991, Tisk force; 
1991, Report of the link Forces on 
Bangladesh Development Strategies for the 
1990s, University Press, Dhaka. 

7 Boyce, 1987, discusss in some detail the 
problems with official data series; Alaudin 
and TisdeU do not agree with Boyce’s revi¬ 
sions. The series for pulses was revised from 
1984 in the light of the findings of the 
Agricultural Census of 1983-84. Boyce 
makes the point that a basic flaw in 
Bangladesh’s official agricultural produc¬ 
tion figures is that they arc produced by ‘eye 
estimates’ rather than ‘objective methods’ 
and can be quite strongly influenced by 
perceptions of change, public policy and so 
on. These methods are still used and there 
is consequently no reason to believe that 

..recent figures do not suffer from similar 
problems. The influence of public opinion 
of official statistics is currently 
demonstrated Jn the failure of BBS to 
publish recent trends in agricultural wage 
rates, which is apparently due to the view 
among influential academicians that the 
figures BBS has cannot be right. I use the 
recent wage rale data below. 

8 It was pointed out at a seminar in BIDS that 
it would be preferable to use structural 
variables to explain growth rates rather than 
time trends. While correct in principle there 
are two difficulties with this approach; first¬ 
ly data for the likely structural variables 
(irrigated areas?) are either missing or even 
most unreliable than production figures. As 
a consequence such a task would be very 
time consuming. Secondly while there is 


A drac£ 

example the very different results that 


Alaudin and TisdeU obtain (Figure 3XI find 
their periodisation quite unjustified) 
whereas those that I use I believe have the 
virtue of corresponding to likely major 
structural changes. 


9 It is worth noting the influence of the 
specification of the model on-the estimate 
of the trend rate of growth of cereals; 
Alaudin and Tisdeli (A and T) obtain a rate 
of just under 3 per cent per annum; a plot 
of their trend (estimated using data up to 
1991, which gives growth about 3 per cent 
is also given in Figure 3). A and TS model 
fits the data less well than my own specifica¬ 
tion, and I more comfortable with the use 
■of a discontinuity in 1971 rather than a 
kink, for the obvious reasoa that the disrup¬ 
tions of independence were a discontinuity 
rather than a point at which a new trend 
was started. 


10 Other factors may be loss of soil fertility, 
disease problems, and low prices related to 
wheat food aid imports. 


II The material in this section is discussed in 
more (if somewhat dated) detail in Palmer- 
Jones, 1989a—forthcoming 1992. See also 
Palmer-Jones 1989b. 


12 Figures on minor irrigation equipment in 
use are, as with most other statistics in 
Bangladesh, somewhat fuzzy. BA DC 
reports 35k DTW sunk and 33k commis¬ 
sioned, but does not give a figure for 
number in use. 

13 Again I do not have resources here to 
discuss these arguments in detail; rather the 
purpose is to show how the emphasis tends 
to focus on remaining poverty to the neglect 
of achievements in its reduction. Of course 
extreme poverty may be the more appro¬ 
priate focus, but even then there can be 
debate as to (a) whether the BIDS finding 
is generalisable (the HES of 1985-86 with 
1988-89 shows increases in both poverty and 
extreme poverty, but that may be because 
of their underestimation in 1985-86—as 
argued in BDS, 1991), or, for that matter, 
accurate given that the 1987 survey was not 
focused on poverty issues. For example 
BIDS find a decline in the real wage bet¬ 
ween these two years, while official BBS 
data show a rise; also, according to the 
figures recalculated using consistent prices 
from the BBS HES by Binayak Sen, 1992, 
the trend in poverty has generally been 
downwards except for an increase in 1988-89 
attributed to the floods in that year. Since 
1987 was also a flood year while 1989-90 
was ’normal’ one would expect poverty to 
have declined between 198748 and 1989-90. 
Unfortunately Sen does not give figures for 
extreme poverty, so this evidence does not 
conflict with the finding of a rise in extreme 
poverty. 

14 This section is drawn largdy from Palmer 
Jones, 1992, forthcoming. 

15 The wage figures tar 1989to 1991 are taken 
from the Monthly Indicators of Current 


August 199UAs noted above tll«se£ 
appear not to have been more 
published because of criticism 
‘academicians'. However these morereceat^ 
are entirely consistent with the an«Wt:i|; 
in Palmer-Jones 1992 which was baaed ott 'fV 
the data published up to 1989. 

16 Alt this is discussed in more detail in tlib , ’'fg 
paper referred to above. 

17 This latter work, which appears to bn.tkb 
most comprehensive and reliable to daityVfTs 
does not present results by rates or'i'5; 
agricultural growth. However it docs show , ;f- 
that both poverty and extreme poverty are , -\ 
lower in areas with irrigation, electricity;. 
and good transport (ibid, pp 183A and Bi ‘ j-V 
189, 190) 39 per cent were poor in both 
periods. 66 per cent of those who were poor, 

in 1987 were still poor in 1989. 


18 There will of course always be some exter¬ 
nality from groundwater use while abstrac¬ 
tion is greater than the simultaneous rate 
of recharge; while for even seasonal draw¬ 
down there will be some extra external costs 


(for those drawing drinking water from 
groundwater for example) a serious exter¬ 
nality would occur when the social costs of 
the externality come to exceed the social 
benefits. There may be problems of inequity 
in that those who bear the extra costs 
(drinkers of tubewcl) water) are not those 
who gain from the use of groundwater for 
irrigation. 

19 It is technically possible for suction mode 
pumps to pump water from considerable 
depths—as shown by the placing of STW , 
in deep big wrils in parts of Gujarat before 

the advent of turbine pumps. 

20 Public tubewriis such u those supported by 
the World Bank hi Uttar P rides h, were the - 
more common institutions in India. Most 
Indian states have public (deep) tubewdls 
which are operated by a state employee who \, 
is supposed to provide water in response to 
farmer demand. Sen and Das. 1987, and 
Palmer-Jones, 1989 discuss the inefficien¬ 
cies of these systems in West Bengal, and ) 
Pant, 1989, and Koiavalli. In Bangladesh 
(then East Pakistan) this system was quickly 
abandoned for one in which the equipment 
was supposed to be maintained run on a 
very similar basis to the DTW under the 
BA DC ‘rental’ programme. The DTW is 
owned by the stale, but operating costs 
(generally highly subsidised) are paid by the 
farmers who receive irrigation water from 
the well. 


21 BRDB also imitated the landless irrigation 
concept without success. 

22 “It is now clear that while the selection 
criteria were generally appropriate, many 
heavily subsidised DTW were developed in 
areas that were suitable for more 
economical STW” (World Bank, 1991: 3]. 

23 The subsidy in early 1991 was 70 per cent 
to be reduced t* 45 per cent by December 
31,1991,30 percent by March 31. 1992,15 
per cent by December 31, 1992, and 



eliminated by December 31,1992. In Match 
1992 the subsidy had in fact been increas¬ 
ed to more than 80 per cent in an attempt 
to sell off existing stocks. 

24 Eg, Palmer-Jones, 1988. 

"... 

25 This does not mean that some elements of 
policy advice have been a part of the 
process—rather it is the key features and 
thrust of policy advice that has been 
seriously misguided, unsatisfactory or 
incomplete. 

26 The PCR of the IDA DTW 2 project is 
reduced to arguing that its programme 
which sold-DTW to KSS most of which 
were brought under IMP, was sustainable 
because the economic returns potentially 
allowed the KSS to repay its loans. Even if 
this is true, it avoids dealing with the fact 
that if KSS do not repay at least their 
operating cost loans then it is likely that.thc 
DTW they manage will not sustain its com¬ 
mand area and output. 

27 It is generally accepted that 2 cusec DTW 
provide cheaper water per unit lift if the well 
depth, design, and diameter are appro¬ 
priately designed. It is possible that the 
greater cone of depression generated by the 
greater discharge (of 2 cusec DTW) lowers 
the pumping water depth enough to offset 
this advantage. If there is a scale problem 
with organising larger numbers of farmers 
to irrigate larger discharges then smaller 
scale will be preferred to larger scale and 
hence STW to 2 cusec DTW where both 
work equally well throughout the irrigation 
season, even though the latter provides 
cheaper water. If there are economies of 
scale in pumping (i e, larger DTW provide 
less expensive water for equivalent lifts than 
smaller discharge DTW largely because of 
economies of capital costs) then STW will 
also be preferred to fractional DTW, and 
fractional (and 2 cusec) DTW in areas where 
STW will not work will also provide more 
expensive water (because (a) they have 
higher capital costs per unit discharge and 
(b) they will be pumping from greater 
depths). Hence DTW in areas where STW 
wont work .will either have to be Subsidised 
or grow crops which give a higher return 
per unit of water than rice. In the latter case 
efficient use of capacity will entail larger 
command areas and more farmers, and 
hence greater transaction costs. 

18 There are appapntly also cases of treadles 
replacing STW (Derringer, personal com¬ 
munication, 1992). 
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SPECIAL ARTICLES 


Optimal Export-Product Mix for 
Indian Economy 

Krishnendu Ghosh Dastidar 

This paper attempts to identify the optimal export-product mix in the Indian economy when one tries to minimise 
capital formation requirement in reaching a target of balanced trade in a situation of limited (but increasing) 
export potential and given domestic demand. 


ECONOMICS as an evolving science must 
solve emerging puzzles and grapple with cur¬ 
rent dilemmas of public policy. For the plan¬ 
ners of the Indian economy the recurring 
headache has been scarcity of capital 
resources, wide budgetary deficits and 
deficits in the balance of payments. The ob¬ 
jective of our study is to figure out the op¬ 
timal export-product mix in the Indian 
economy when one tries to minimise capital 
formation requirements in reaching a target 
of balanced tmde in a situation of limited 
(but increasing) export potential and a given 
final domestic demand. 

The proposed exercise of investment 
minimisation under foreign exchange con¬ 
straint and final demand constraint is really 
very important given that we are simul¬ 
taneously facing a resource problem 
domestically and a foreign exchange pro¬ 
blem, while political situation would not 
permit any reduction in final demand. 

The plan of our essay is as follows. In 
Section 1 we will first spell out briefly some 
of the relevant problems which will clarify 
the point of our exercise. In Section II we 
will go through with the setting up of the 
framework winch forms the basis of our op¬ 
timisation programme: The next section will 
discuss the generation of coefficients re¬ 
quired for our exercise: In Section IV we will 
portray the results and give possible inter¬ 
pretations and in the last section we will pro¬ 
vide the concluding remarks. 

1 

The general rate of development is always 
limited by shortage of productive factors. If 
any one scarce factor associated with under¬ 
development should be singled out it would 
be capital By all counts India, like most 
LDCs, is a labour surplus, capital scarce 
economy. Hence while figuring out an op¬ 
timal export-product mix one has to 
economise-on the use of capital resources. 
For this changes in the sectoral output levels 
have to be allowed. However this optimisa¬ 
tion exercise cannot be unconstrained 
because of the following reasons. Firstly, 
private final consumption expenditure on 
different sectoral output cannot be pruned, 
being quite low (at least in per capita terms) 
as it is. Secondly, since the planned growth 


rates are given and cannot be allowed to fall, 
the planned capital formation (or investment 
component) at each sectoral level has to be 
maintained. Thirdly, governmental expen¬ 
diture cannot be brought down, partly due 
to political reasons and partly due to the 
social objectives to which this is directed. 
That leaves us only with the external sector. 
In our framework of exercise which is to be 
discussed a little later we will allow changes 
in the trade pattern (given the propensity to 
import and limited export potential of each 
sector) and try to find the optimal ekport- 
product mix, assuming foreign aid inflow to 
be zero. Before elaborating that point we will 
briefly discuss the resource mobilisation 
problem on the supply side. 

In the Indian context, a careful analysis 
of data on domestic capital formation, 
despite its noncomparability over the years, 
clearly suggests (hat the rate of capital for¬ 
mation has risen considerably. In the first 
year of the First Plan the rate of investment 
was as low as 10 per cent per annum In 
1988-89 the rauo of gross capital formation 
to GDP stood at 23.9 per cent. 

In the case of capital formation it can be 
said that public investment is more impor¬ 
tant than private investment for developmen¬ 
tal purposes in an underdeveloped country 
because private investments are generally 
channelled into areas where returns are quick 
and high whereas public investment is 
mainly justified on welfare ground and for 
infrastructural development, where the 
gestation period is long and initial returns 
are low. In view of this fact the question of 
financing public investment outlays presents 
the principal problem facing the Indian 
economy. 

There are broadly three sources from 
which resources are raised for the public sec¬ 
tor plans. These are internal sources (which 
includes both tax and non-tax revenue), 
deficit financing and foreign aid. 

Among the internal sources taxation pro¬ 
vides the main basis for current revenue 
balance and is invariably relied upon for ad¬ 
ditional resource mobilisation. There has 
been a significant increase in the tax-to-GDP 
ratio over the planning period; from about 
6.6 per cent in 1930-51 to about 21.6 per cent 
in 1986-87. Some interesting features are 


notable in our taxation pattern. Firstly; the 
vanishing importance of revenue as accru¬ 
ing from the rural sector, all of it in the form 
of taxes on particular commodities used 
either as articles of consumption or as inputs 
into the production process. It reflects a pro¬ 
found sociological fact: the emergence and 
consolidation of a rural elite who have gain¬ 
ed from public investment manifold without 
having to bear the cost of such investment. 


Table I: Incremental Capital-Output 
Ratios 


Sectors 

ICORs 

I Agriculture 

3.600 

2 Coal and lignite 

4.800 

3 Crude petr and natural ga.s 

4.800 

4 Iron and other min 

4.799 

3 Food, bev and tob prod 

3.300 

6 Cotton text 

1.260 

7 Wool, silk, etc 

4.099 

8 Jute, hemp and mesta 

0.700 

9 Text prod incl weav app 

2.099 

10 Wood and wood prod 

4.599 

11 Paper and paper prod 

7.999 

12 Leather and leather prod 

4.040 

13 Rubber and plastics 

2.799 

14 Petroleum prod 

7.099 

IS Coal tar prod 

1.420 

16 Heavy chemicals 

5.479 

17 Fertiliser 

4.599 

18 Paints, pesticides, etc 

4.598 

19 Cement 

2.898 

20 Other nonmet min prod 

4.079 

21 Iron and steel 

8.180 

22 Other metals 

8.330 

23 Met prod etc! mch and tpt 

4.599 

24 Non elec machinery 

3.597 

25 Elec machinery 

2.739 

26 Transport eqpt 

3.739 

27 Other manufacturing ind 

1.778 

28 Construction 

0.199 

29 Electricity 

10.298 

30 Gas and water supply 

3.229 

31 Rly tpt service 

6.099 

32 Other tpt service 

8.198 

33 St and warehousing 

1.299 

34 Communication 

6.399 

35 Other services 

1.299 


Note: ICORs of sectors I to 4 and sectors 31 
to 35 are taken/derived from the 
Technical Now on the Sixth Plan. ICORs 
of the rest of the sectors have been 
calculated from AS1 data. 



Secondly, the share of indirect taxation has 
risen considerably. More important is that 
a very large part of the revenue through 
indirect tax*.ion is raised from a handful of 
commodities (which include several major 
industrial intermediaries), which leads to 
significant cascading effects. 

Keeping in view the abqve farts and the 
widespread poverty and low overall per 
capita income, there is not much scope left 
for raising more resources either by impos¬ 
ing new taxes or by raising the rates of 
existing taxes. Another source of additional 
resource mobilisation in our country is 
deficit financing. Deficit financing in India 
has been carried out on a massive scale in 
recent years. Even without submitting to a 
monetarist position, one cannot deny that 
in the Indian situation there are limns to the 
amount of public investment that can be 
financed by borrowing from the KBi. There 
need not be any mechanical correlation bet¬ 
ween increase in money supply made possi¬ 
ble by increase of net lending by the RBI to 
the government and increase in price level, 
but a broad positive relation cannot be 
denied. Moreover excess fiscal deficit also 
spills over into current account deficit of the 
balance of payment All these imply that the 
present method of financing public outlays 
which is getting increasingly dependent on 
a large volume of deficit financing needs a 
major overhaul. 

Another source of resource mobilisation 
is external assistance. In absolute terms India 
has been one of the biggest recipients ot 
foreign aid for developmental purposes but 
the position is not enviable if we consider 
the amount of aid in relation to the popula¬ 
tion. We need not discuss at length the pro¬ 
blems relating to externa! assistance. It only 
needs to be mentioned that Iheie has been 
a continuous drying up of concessional aid 
flow and as a consequence an increasing 
dependence on external commercial borrow¬ 
ings. Given this situation and given the 
squeeze in the international credit market 
and political turmoil worldwide, it is ap¬ 
parent that the prospect ot financing capital 
formation through external assistance is not 
rosy. 

Our discussion till now points to the fact 
that the scope of resource mobilisation for 
capital formation either domestically or 
through external assistance is quite limited. 
On the face of the domestic resource con¬ 
straint, external assistance problems and pre¬ 
sent political scenario (which denies any 
scope of reduction in final domestic de¬ 
mand) the problem of economising capital 
formation requirement , by changing the sec¬ 
toral strut, fine of nevctopmenl becomes 
extremely relevant. 


U 

Wc pi-setu below the lormal model for 
our optimisation excio.-e. In '.his respect we 
will use the input-cutpu' fiainework which 
is largely the creation of Vf W Leonticf. 
Let X ^ [X t j be the (n x l) column vector 


Table 2: Base Scenario-Level of Export, Import amp Gross Output of 1984-85 


(At 1978-79 Prices) 


(Its lakh) 


Sectors 

Exports 

Imports 

Grots Output 

1 Agriculture 

84994.9 

43850.0 

6031169 

2 Coal and lignite 

121.0 

1933.1 

2168882 

3 Crude petr and natural gas 

72665.2 

131367.4 

172540 

4 Iron and other min 

6957.5 

53544.3 

24663 

5 food, bev and tob prod 

124313.0 

89173.4 

1233521 

6 Cotton icxt 

25964.2 

33.6 

677571 

7 Wool, silk, etc 

3017.0 

1492.4 

314327 

8 Jute, hemp and mesta 

5012.5 

11.4 

71788 

9 Texl prod incl wcav app 

38441.1 

4292.3 

252542 

10 Wood and wood prod 

1281.2 

332.9 

237950 

11 Paper and paper prod 

1486.0 

22114.1 

271900 

12 leather and leather prod 

37510.8 

266.8 

107429 

13 Rubber and plastics 

4791.1 

1664.7 

. 218587 

14 Petroleum prod 

18526.6 

124224.0 

277997 

15 Coal tar prod 

0.0 

0.0 

54288 

16 Heavy chemicals 

8463.2 

32138.4 

207611 

17 Fertiliser 

2.8 

75533.9 

130903 

18 Paints, pesticides, etc 

41702 4 

67441.0 

1080933 

19 Ccmcnl 

0.0 

2198.4 

57458 

20 Olher nonmet min prod 

4597.6 

3663.6 

302035 

21 Iron and steel 

8234.8 

83926.2 

578608 

22 Olher metals 

826.5 

28307.9 

189104 

23 Met prod exel mch and tpt 

43293.2 

3653.2 

254917 

24 Non elec machinery 

27620 0 

151853.3 

705742 

25 ITec machmeiy 

12291,0 

46959.1 

367466 

26 Transport eqpt 

20|7g 0 

27642.0 

592413 

27 Olher manufacturing md 

121449.0 

25321.8 

259062 

28 Construction 

00 

0.0 

1630055 

29 Electricity 

00 

00 

586869 

30 Gay and water supply 

00 

0.0 

52680 

31 Rly tpt service 

15395.3 

0.0 

358096 

^2 Other tpt service 

19443 5 

0.0 

1181392 

33 Si and warehousing 

00 

0.0 

19105 

14 Communi'.af.on 

(Jo 

0.0 

130893 

15 Othei sersnes 

118976.2 

0.0 

5038460 

total 

867755.7 

1022939 


Tabi r 3 Opiimai Scenario 

Rtsut is or Investment Minimisation Exercise 

(When Expoit Potential Increases by 25 Per Cent) 

(Us lakh) 

Sectors 

Exports 

Imports 

Gross Output 

1 Agriculture 

106243.6 

44107.4 

6066573 

2 Coal and lignite 

151.3 

1946.0 

2183304 

.3 ( rude pell and natural gas 

90831.5 

141233.3 

185498 

4 Iron and olher min 

8696.9 

55448.3 

25540 

5 Food, bev and lob prod 

118757.2 

88869.6 

1229319 

6 Colton texl 

32455.3 

34.1 

688464 

7 Wool, silk, etc 

3771.3 

1499.3 

315778 

8 Jute, hemp and mesta 

6265.6 

11.7 

73887 

9 lexi prod incl weav app 

48051.4 

4463.3 

262602 

10 Wood and wood prod 

160I.J 

335.9 

240088 

11 Paper and paper prod 

1857.5 

22339.5 

274671 

12 leather and leather prod 

46888.5 

294.2 

118447 

13 Rubber and plastics 

5988.9 

1689.7 

221873 

14 Petroleum prod 

23158.3 

126854.2 

283883 

15 Coal lar prod 

0.0 

0.0 

54789 

16 Heavy chemicals 

10579.0 

3304I-.7 

213446 

17 Fertiliser 

3.5 

75962.1 

131645 

18 Paints, pesticides, ric 

52128.0 

68663.8 

• 1100532 

19 Cement 

0.0 

2204.8 

57626 

20 Other nonmet nun prod 

5747.0 

3697.4 

304819 

21 Iron and steel 

10293.5 

86220.0 

594422 

22 Othei metals 

1033.1 

28979.3 

193589 

23 Met prod exd mch and tpt 

54116.5 

3869.7 

270023 

24 Non elec machine)) 

34525.0 

152393.9 

715686 

25 Elec machinery 

15363.8 

47482.8 

371564 

26 Transport eqpt 

25222.5 

28012.7 

600358 

27 Other manufacturing ind 

151811.3 

28136.1 - 

288059 

28 Const ruction 

0.0 

0.0 

1632941 

29 Electricity 

0.0 

0.0 

593077 

30 Gas and water supply 

0.0 

0.0 

53027 

31 Rly tpt service 

19244.1 

0.0 

364461 

32 Other tpt service 

24304.4 

0.0 

1193085 

33 St and warehousing 

0.0 

0.0 

19322 

34 Communication 

0.0 

0.0 

132062 

35 Other services 

148720.3 

0.0 

5095779 

Total 

I0478J0 

1047810 

/ 
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of $rou output of the n sectors measured 
in rupee terms at some constant prices. 
Let A - [a^l be the (n x n) input coeffi¬ 
cient matrix, where a ij - amount of the ith 
good measured in rupee terms to produce 
one rupee worth of the jth good. 

Let C * fa) be the (n x 1) column vector 
of private final consumption expenditure on 
each good measured in rupee terms at some 
constant prices. 

Similarly, let Inv G, E and M be the vectors 
of investment expenditure (which includes 
both fixed capital formation and changes in 
stocks of inventories), governmental final 
expenditure export demand and imports 
respectively. 

Let C + Inv + G = F (vector of final 
domestic demand). 

Apart from the standard Leontief 
assumptions for input-output analysis in a 
static framework we make the following 
assumptions. We assume that the foreign aid 
inflow is zero. We further assume that im¬ 
port of a commodity is proportional to the 
gross output of that commodity, i e, 

M, «= W ( X, (i = I, 2.. n). 
which in other words means that the pro¬ 
pensity to import is given for each 
commodity. 

Let W be the (n x n) diagonal matrix of 
import/gross output coefficients (Ws|. 
Obviously it follows M * WX. From the 
basic annals of national income account¬ 
ing and input-output analysis we get 
X = (I-A+W)* 1 (F + E). 

Now suppose K -■ (K t ) be the (1 x n) row 
vector of ICORs of each sector. Merc K t = 
increment in capital stock required to pro 
ducc one rupee increment in gross value 
added of the ith sector (i = 1 , 2,. . .n). 

Let V be the (n x n) diagonal matrix of the 
value added coefficients, where V ( = 
GVA/Gross output of the ith sector. 

Let X , F , E be the vectors of gross out¬ 
put, final domestic demand and exports 
which has been actually observed in the 
benchmark period. And let X be target vec¬ 
tor (where the nature of our target will be 
specified a little later). Hence (X - X ) - 
vector of target change in gross output. And, 
KV (X - X ) = Capital formation requited 
to achieve this target. Now the nature of the 
target: 

recalling that X = (l-A+W) 1 (E -t t), 
wc keep on F same as before, i e, I- - j . 
Now we let the exports vary in such a way 
that trade at least balances, 
i e, sum of (exports minus imports)> ft 
i e, S(S -M)> =*0 [where S -- (I .. Ill 

(1 x n) 

i o, S (E-WX)> -0 [since M - VV\’| 

Since X * (I - A -t W) 1 <F + E), with 
tittle manipulation we can show that sum of 
(exports minus imports)> = 0 
implies SZE >-SF-SZF 
[Where Z = (l-AXI-A + WV) 

We also assume that there is an upper 
bound on the export of each item, which 
simply means that our export potential is 
limited, i e, E< » E (I + r), where r is a 


Table 4: Optimai Scenario- Resuits of Investment Minimisation Exercise 
(When Export Potential Increases by SO Per Cent) 


Sectors 

Exports 

Imports 

Gross Output 

1 Agriculture 

127492.3 

43791.1 

6023064 

2 Coal and lignite 

181.53 

1888.0 

2118329 

3 Crude petr and natural gas 

108997.8 

149561.9 

196437 

4 Iron and other min 

10436 25 

57059.2 

26282 

5 Food, bev and tob prod 

0 

79933.4 

1105705 

6 Cotton text 

38946 34 

34.6 

698391 

7 Wool, silk, etc 

4525.545 

1505.8 

317159 

8 Jute, hemp and mesta 

7518 75 

11.9 

74694 

9 Text prod incl weav app 

57661 65 

4627.8 

272280 

10 Wood and wood prod 

0 

332.8 

237895 

11 Paper and paper prod 

0 

22157.4 

272433 

12 leather and leather prod 

30491 

246.8 

99381 

13 Rubber and plastics 

7186.65 

1687.5 

221578 

14 Petroleum prod 

27789.9 

127385.9 

285073 

15 Coal tar prod 

0 

0.0 

55075 

16 Heavy chemicals 

12694.8 

33566.9 

216839 

17 Fertiliser 

4.245 

75474.5 

130800 

18 Paints, pesticides, etc 

62553.6 

69391.4 

1112194 

19 Cement 

0 

2206.8 

57677 

20 Other nonmet min prod 

6896.4 

3716.4 

306389 

21 Iron and steel 

12352.2 

87870.4 

605800 

22 Other metals 

1239.75 

29484.4 

196963 

23 Met prod c\cl mch and ipl 

64939.8 

4045.1 

282260 

24 Non elec machinery 

41430 

152718.7 

717065 

25 Elec machinery 

18436 5 

47911.9 

374922 

26 TVansport eqpi 

30267 

28226.5 

604939 

27 Other manufacturing ind 

182173.5 

.30935.8 

316498 

28 Construction 

0 

0.0 

1632696 

29 Fleclricity 

0 

0.0 

1590268 

30 Gas and water supply 

0 

0.0 

53077 

31 Rly ipt service 

23092 95 

0.0 

368099 

32 Other tpt service 

0 

00 

1164607 

33 St and warehousing 

0 

0.0 

19397 

34 Communication 

0 

0.0 

132271 

35 Other services 

178464.3 

0.0 

5115707 

Total 

1055772 

1055772 


Tahi i: 5. Optimal Scenario 

Ristii r> in Investment Minimisation Exercise 

(When Export Potenlial Increases by 75 Per Cent) 

(Rs lakh ) 

Sectors 

Exports 

Imports 

Gross Output 

1 Agriculture 

148741 ft 

43923 6 

6041297 

2 Coal and lignite 

211 Tg5 

1885.5 

2115472 

3 Crude petr and natural gas 

0 

103663.3 

136153 

4 Iron and other min 

ft 

501 SO 0 

23118 

5 Food, bev and tob prod 

0 

79992.1 

1106518 

6 Cotton text 

454 1 ' 4ft 

35.2 

708897 

7 Wool, stilt, etc 

5279 802 

1512 5 

318559 

8 lute, hemp and mesta 

0 

10 7 

67385 

9 lexi prod inti weav app 

67271 9.’ 

4791.7 

281924 

10 Wood and wood prod 

0 

333.8 

238574 

11 Paper and paper prod 


22273 2 

273856 

12 I eat her and leather piod 

0 

158 7 

63901 

13 Rubber and plastics 

XVI 425 

lt-% 5 

222760 

14 Petroleum prod 

37421 55 

128980 1 

288641 

15 Coal !.< r prod 

(• 

0.0 

55241 

16 Heavy themiya's 

•4810 f. 

34198 2 

220917 

17 Keiltlisei 

4 9525 

75701 2 

131193 

18 Paints, pcsuti.ics, clc 

72979 2 

70408.9 

1128502 

19 Cement 

0 

2198 1 

57451 

20 Other iioun.ti min pnul 

8045.8 

7731.1 

307603 

21 Iron and steel 

6962 

8837 7.0 

609293 

22 Oihcr metal-. 

0 

2974b 9 

198717 

23 M t pro* 1 e* i inch and ipl 

75763.1 

4228.0 

295028 

24 Non dec machinery 

48335 

153836 7 

722000 

2' I tec nia* innery 

21509 25 

48300.4 

377962 

2b Tran pop iqpi 

35311 5 

28309.7 

606722 

2 3 Cither manufacturing ind 

212535 7 

33729.9 

345084 

28 Construction 

0 

0.0 

1631972 

29 f kciricits 

0 

0.0 

591949 

30 Gas and water supply 

0 

0.0 

53248 

31 Kly tpt service 

0 

0.0 

345601 

12 Other tpt service 

0 

0.0 

1167334 

33 St and warehousing 

0 

0.0 

19542 

34 Communication 

0 

00 

132741 

35 Other services 

208208.3 

0.0 

5154029 

Total 

I0122J3 

I0I22I3 
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BHARAT GEARS LIMITED 

Speech delivered by Mr. Raunaq Singh, Chairman, 
at the Annual General Meeting held on 11th Sept. 1992. 
at New Delhi 


Dear Friends. 

I have great pleasure in welcoming you 
all 10 the 20th Annual General Meeting 
of your Company. The Director's Report 
and the Audited Statement of Ac counts 
for the year ended 51st Manh. 1992 
have already been In your hands for 
some time With your permission, I 
would take them as read and welcome 
your comments and suggestions 
THE ECONOMY 

The year under review has been a year 
of historic changes In the country's 
economic, fiscal and industrial policies 
The process of liberalisation was set into 
motion by the new Government soon 
after it came into power It is heartening 
to note that the pace of liberalisation is 
being maiifaincd The present 
Government deserves to he congratulated 
for introducing and (hen maintaining the 
momentum of these historic changes, 
which haw geared up the economy in 
general and given a fillip to the industry 
In particular The decline in the inflation 
rate and impnm-mrnt in foreign 
exchange reserves are two very 
important gains of the new economic 
reforms However, the reduction in 
Interest rates, which Is a long pending 
demand of the industry, requites to be 
looked.into seriously by the 
Government. Further, the Government 
must now review the labour taws to 
improve productivity and achieve greater 
competitive efficiency 

REVIEW OF OPERATIONS 
The year under review witnessed an 
increase of 10% in sales A other Income 
from Rs.5929 tacs to Rs.6533 lacs. Your 
Company earned a gross profit of Rs.652 
lacs as against Rs 504 lacs of last year, 
representing an increase of 29%. 


GROWTH IN .GROSS 
PROFIT 


The iKt profit after depreciation and 
taxes was higher by 54% at Rs.339 lacs 
as against R*.221 lacs in me previous 
year. 

Exports 

Vr«_« --1I' U giad to know i hat during the 
year under twlr*v the c n( .nrrring 

Export Promotto/, c u si conferred 
upon tnirCi.’ :<> a'/ard for 
export Excellence for I09U-9I. This was 



GROWTH IN NETT PROFIT 


I9HI (9H4 I9KS 19X6 19X7 I9»9 I99HI99I 1992 

OEM segments and squeeze in money 
availability in (he After-Sales markets 
Gears alone wortli Rs 6177 lacs were 
sold during the year 1991-92, 
representing a growth of 16% over 
Rs 5307 lacs in the previous year. 

During the year your Company 
successfully negotiated another order for 
development and supply of gear box 
assemblies to a major Japanese ICY 
manufacturer In the country. This has 
paved the way for substantial growth in 
the sales of gear boxes. 

THE FUTURE 

Although recession has crept into the 
automotive industry, yet your Company 
expects to achieve a sales turnover of 
about Rs.7500 lacs by the end of the 
current financial year, as against £* 6533 
lacs in the last year, representing a 
growth of about 15%. In the Aim five 
months of the current financial year lx. 
April - August 1992, the sales tu r nover 
has been higher by 13 % as compared to 


ac 




in recognition of its highest export 
performance in the Automobile 
Components, Spare Parts and Accessories 
class The Company Exported gear 
products valued at US * 3 million during 
the year. Your Company's products 
continue to be well received by overseas 
customers. Vigorous efforts are 
continuing to develop new products for 
the export market and to identify new 
overseas markets 

Domestic Sales 

Sales, both for OEMs as well as Aficr- 
Salcs Markets, were higher despite 
recessionary trends in ihe 

| SALES & OTHER INCOME 


the corresponding period in the pervious 
year Exports during these five months 
have almost doubled 

COLLABORATORS 

ZF, your Company's Itchnicai-cum- 
Financial collaborators have already 
increased their equity participation |n 
your Combany from 11% to 26% 

Having enlarged (heir financial 
participation, your Company now looks 
forward to a 


■k 10% growth is Sales 
ft Other Incomes 

* Gross Profit up by 29%. 

* Net Profit Increased 
by 54%. 

* Dividend stepped up to 18%, 

* Poised for further growth In 
sales. 

* Greater Involvement of 
Foreign Collaborators 

ZF Germany - World leaders 
In Transmission Technology. 

greater commitment and inwlvrment of 
ZF in vour Company's operations. 

ACKNOWLEDGEMENTS 
Before 1 conclude, I wish to take this 
opportunity to thank, on behalf of other 
Members of the Board and on my behalf, 
our Bankets, Financial Institutions, 
Gove r nme n t Agencies, Customers, 
Dealers, Distributors, Suppliers, 
Depositors, Sharcboldrn and Foreign 
Collaborators for their cominucd support 
and confidence In the Company. Our 
employees at al level deserve a special 
word of dunks for theiccoopetatlon ft 
support in furthering the p rog ress and 
p erfo rmance of the Company. 


Thank you. 


RAUNAQ SINGH 
CHAIRMAN 


NOTE. This does not purport ta be a 
record of the proceedings of the Annual 
General Meeting. 
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certain fraction. In a nutshell the nature of 
our target X vector is as follows: 

X - (I-A+W)-' (F + E) 

F *> F JFinal domestic demand is given) 
E< » E (t+r) (Export potential is limited) 
and SZE > » SF SZF (Dade must at least 
balance). ' 

Our objective is to reach this Urge! with 
minimum capital formation. Therefore our 

exercise is to minimise KV(X - X) 
st - E <-E(l + r) 

SZE * SF-SZ F (since _F * F 
Now minimising KV(X- X) implies mini¬ 
mising K>V(I-A+W) -I E (as X , F is given) 

Hnice the whole exercise boils down lt> 
min KV(I-A+W)"'E 
st E 1(1 + r) 
and SZE> -SF -SZF 

By solving this linear programming pro¬ 
blem we will get an optimum E vector from 
which we can generate the X vector using 
the relationship X = (l-A+W) 1 (F + E) 
and see what is the optimum product mix 
to achieve our target. 

Ill 

In this section we will very briefly discuss 
the estimation of the basic parameters of our 
optimisation exercise: The estimate of the re¬ 
quired A matrix has been generated with the 
help of the Input-Output Dansaction .'able 
of the Indian economy for the year 1978-79, 
published by the CSO. In this publication 
the input-output transaction (commodity x 
commodity)'in rupees lakh is given for 60 
sectors of the Indian economy. Since 60 sec¬ 
tors may probe to be a little too unwieldy, 
we have reduced the number of sectors from 
60 to 35 by clubbing some of them together. 
The value added coefficient matrix has also 
been generated with the help of the above- 
mentioned publication. The benchmark year 
is taken to be 1984-85. There is nothing hcly 
in this choice but one crucial fact 
necessitated it The fact is that it is easier 
to estimate the relevant vectors for 1984-85 
due to availability of some important infor¬ 
mation. Since the structure of final demand 
for the year 1984-85 has been given in A 
Technical Note on the Seventh Plan of India 
(1985-90) published by the Perspective Plan¬ 
ning Division of the Planning Commission, 
it is convenient for us to estimate the re¬ 
quired vectors E, F, M and X for this year. 
As for the ICORs (the K vector) we have 
used data from ASI (1973-74 to 1985-86) to 
calculate ICORs of 25 sectors. ICORs of the 
remaining 10 sectors have been taken/derived 
from the Technical Note on the Sixth Five- 
Year Plan (see Thble 1). Here it may be 
rated that everything has been estimated at 
1978-79 prices using deflators derived from 
the NAS data or from the Report on 
Currency and Finance (RBI). 

In our proposed exercise we have taken 
four values of r, viz, 0 l 25, 0.50,0.75 and 1.00 
drawing that in each successive case the 
export potential rises by 25 per cent, 50 per 
cent, 75 per cent and 100 per cent res pec - 


Table 6: Optimal Scenario-Results of Investment Minimisation ExEXdsa 
(When Export Potential Increases by 100 Per Cent) 


Sectors 

Exports 

Imports 

Gross Output 

1 Agriculture 

42496.06 

43048.2 

5920894 

2 Coal and lignite 

242.04 

1872.2 

2100517 

3 Crude petr and natural gas 

0 

104832.0 

1376S8 

4 Iron and other min 

0 

50570.0 

23293 

5 Food, bev and lob prod 

0 

80010.4 

1106771 

6 Cotton text 

51928 

35.7 

719373 

7 Wool, silk, etc 

6034.06 

1519.3 

319983 

8 Jute, hemp and mesta 

0 

10.8 

67906 

9 Text prod inct weav app 

10 Wood and wood prod 

76882.2 

4959.1 

291774 

0 

335.5 

239823 

11 Paper and paper prod 

0 

22420.6 

275669 

12 Leather and leaiher prod 

0 

158.9 

63978 

13 Rubber and plastics 

9582.2 

1714.6 

225144 

14 Petroleum prod 

17053 2 

130446.9 

291923 

15 Coal lar prod 

0 

0.0 

554JO 

16 Heavy chemicals 

16926.4 

34946.3 

225750 

17 Fertiliser 

5.66 

74349.9 

128851 

18 Paints, pesticides, etc 

8J404 8 

71457.2 

1145303 

19 Cement 

0 

2199.9 

57498 

20 Other nonmet min prod 

9195.2 

3757.7 

309795 

21 Iron and steel 

0 

88955.6 

613282 

22 Other metals 

0 

30253.6 

202102 

23 Met prod excl mch and ipl 

86586 4 

4427.9 

308976 

24 Non elec machinery 

55240 

155179.7 

728065 

25 Elec machinery 

24582 

48767.2 

381615 

26 Transport cqpl 

40356 

28599.3 

612930 

27 Other manufacturing tnd 

242898 

36535.9 

373791 

28 Construction* 

0 

00 

1632499 

29 Electricity 

0 

0.0 

593529 

30 Gas and water supply 

0 

0 0 

53457 

31 Rly ipl service 

0 

0.0 

346477 

32 Other" tpt service 

0 

0.0 

1170667 

33 St and warehousing 

0 

0 0 

19707 

34 Communication 

0 

0.0 

133561 

35 Other services 

Total 

237952 4 
1021364 

0 0 
1021364 

5197713 


Table 7; Optimal ScENARio-RfiM-Lisor Invest mi ni Minimisation Excik ise with no Increase 
in Export Pcu+niim. and 1 kadi Dei it ii no t \rgi-k ihan li Was in ihe Initial Period 

(Rs lakh ) 

Sectors 

Exports 

Imports 

Gross Output 

1 Agriculture 

84994.9 

43592.7 

5995775 

2 Coal and lignite 

121 0 

1901.4 

2133273 

3 Crude petr and natural gas 

72665 2 

130972.2 

172021 

4 Iron and other min 

6957 5 

53431.4 

24611 

5 Food, bev and tob prod 

116670 0 

84652 1 

1170979 

6 Cotton text 

25964 2 

.33 6 

677166 

7 Wool, silk, etc 

3017 0 

1492 3 

314310 

8 Jute, hemp and mesta 

5012.5 

11 3 

71220 

9 Text prod incl weav app 

38441 1 

4291.0 

252465 

10 Wood and wood prod 

1281.2 

331 7 

237097 

11 Paper and paper prod 

1486 0 

22036 8 

270949 

12 Leather and leather prod 

37510 8 

266 8 

107418 

13 Rubber and plastics 

4791.1 

1661 0 

218105 

14 Petroleum prod 

18526.6 

1237056 

276837 

15 Coal lar prod 

0.0 

0 0 

54203 

16 Heavy chemicals 

8463.2 

32030.0 

206911 

17 Fertiliser 

2.8 

75124 2 

130193 

18 Paints, pesneides, etc 

41702.4 

67252 0 

1077904 

19 Ceincnl 

0.0 

2196 7 

57414 

20 Other nonmet min prod 

4597.6 

3657 5 

301530 

21 Iron and steel 

8234.8 

83679 2 

576905 

22 Other metals 

826.5 

28247 0 

188697 

23 Met prod excl mch and tpt 

43293 2 

3636.8 

253772 

24 Non elec machinery 

27620 0 

151042.1 

701972 

25 Elec machinery 

12291.0 

46929.2 

367232 

26 Transport cqpi 

20178.0 

27615 0 

591834 

27 Other manufacturing ind 

121449.0 

25306.8 

258909 

28 Construction 

0.0 

0.0 

1628829 

29 Electricity 

0.0 

0.0 

$83062 

30 Gas and water supply 

0.0 

0.0 

52374 

31 Rly tpt service 

15395.3 

0.0 

357054 

32 Other tpt service 

19443.5 

00 

1177889 

33 St and warehousing 

C.0 

0.0 

19053 

34 Communication 

0.0 

0.0 

130593 

35 Other services 

II8976 2 

0.0 

5024664 

Total 

859912.7 

1013096 
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lively. In four different scenarios of 
hypothetically expanding export potentials 
we want to figure out India’s optimal export- 
product mix if it tries to achieve a goal of 
balanced trade with minimum investment. 
We have 35 variables (E., Ej... E„) in our 
objective function. Ana there are 36 con¬ 
straints out of which one consists of the 
trade balance and other 35 consist of the 
limits to exports from each sector. 

IV 

We will now present the major results of 
our exercise and compare them with the 
observed scenario for the chosen year of our 
analysis. The actual scenario in that year and 
the optimal results in different hypothetical 
scenarios are given in Thbles 2 to 7 

It can be seen that when our export poten 
tial increases by 25 per cent the optimum 
exports of all sectors except food, beverages 
and tobacco (sector no 5) is at the potential 
maximum. However, the optimum export of 
food, beverages and tobacco products not 
only fails to touch the potential level but is 
lower than the level as observed in the bench¬ 
mark year too. When the export potential 
increases by 50 per cent the optimum exports 
of food, beverages and tobacco, wood and 
wood products, paper and other transport 
services fall to zero; optimum export of 
leather is below the level in the chosen year 
of analysis (which is 1984-85). The optimum 
exports of the rest of the sectors reach the 
potential maximum. This pattern of solu¬ 
tion remains the same as our export poten¬ 
tial broadens Optimum exports of more and 
more sectors fall to zero with increasing 
exporting scope. We can see that in the case 
of 75 per cent increase in export potential, 
the optimum exports of food, beverages and 
tobacco, iron ore and other minerals, crude 
petroleum and natural gas, jute, wood, 
paper, leather, rubbei and plastics, iron and 
Steel, other metal products and railway 
transport service all fall to zero and export 
of agriculture docs not reach its potential 
maximum. As export potential further 
bloats up and goes up by 100 per cent, the 
results are nearly the same as in the earlier 
case; This time the optimum export ol 
agriculture falls even below the observed 
level in 1984-85. 

We may recall that our objective was lo 
minimise capital formation requirements 
such that trade is at least balanced in a situa¬ 
tion of limited export potential and given 
final demand. The results obtained point out 
to the fact that direct and indirect capital 
requirements necessary for sustaining one 
unit increase in the final demand (DIK) of 
those goods for which optimum exports are 
either zero or less than the potential level (the 
number of such goods increases as the fron¬ 
tier of export potential expands) are higher 
as compared to other goods. The surprising 
fact is that quite a few of these goods have 
been our traditional export items in which 
seemingly we had a historic comparative ad¬ 
vantage; This means that the ICORs of these 
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sectors and the pattern of inter-industrial 
linkages make these sectors capital-intensive 
although it may not appear so if we look just 
at their direct capital coefficients. 

Following Dorfman, Samuelson and 
Solow [1958) one can easily make out that 
each element of the vector KV (I -A+W) 1 
represents the direct and indirect capital for¬ 
mation requirements necessary for sustain¬ 
ing one unit increase in Final demand (DIK) 
for each sector. It can be seen (from Table 8) 
that the DIK is highest in case of electricity 
which is not an exportable item. The sector 
with the next highest DIK is food, beverages 
and tobacco. When theexpoit potential in¬ 
creases by 25 per cent, the optimum export 
of this item falls below initial level proving 
that in order to save capital we have to cut 
down on the orport of this item (domestiv 
demand being the same as before) Sector 
32 (other transport services) has the next 
highest DIK. As the export potential 
broadens and goes up by 50 per cent, export 
of this sector falls to zero along with food, 
beverages and tobacco. Exports of wood and 
paper also become zero. Thar DIK is also 
relatively high and next only to food, 


TableS: Direct and Indirect Capiiai 
Requirement to Sustain One Unii 
Increase, in Finai Demand 


Sectors 

DIK 

I Agriculture 

3.450 

2 Coal and lignite 

3.420 

3 Crude petr and natural gas 

2.567 

4 Iron and other min 

1 436 

5 Food, bev and tob prod 

5.323 

6 Cotton text 

3.644 

7 Wool, silk, etc 

3.166 

8 Jute, hemp and mesta 

4.321 

9 Text prod ind weav app 

2.563 

10 Wood and wood prod 

4.933 

11 Paper and paper prod 

4.614 

12 Leather and leather prod 

4.730 

13 Rubber and plastics 

3.098 

14 Petroleum prod 

1.980 

IJ Coal tar prod 

1.755 

16 Heavy chemicals 

3.164 

17 Fertiliser 

1 953 

18 Paints, pesticides, etc 

3.400 

19 Cement 

2.834 

20 Other nonmet min prod 

3.599 

21 Iron and steel 

3.513 

22 Other metals 

3.483 

23 Met prod excl inch and tpt 

3.330 

24 Non elec machinery 

2.483 

23 Elec machinery 

2.345 

26 Transport eqpt 

2.966 

27 Other manufacturing ind 

2.495 

28 Construction 

2.017 

29 Electricity 

7.157 

30 Gas and water supply 

3.956 

31 Rly tpt service 

4.320 

32 Other tpt service 

5.228 

33 St and warehousing 

1.938 

34 Communication 

5.995 

35 Other servioes 

2.039 


Note DIK is the tiptal direct and indirect 
capital formation required to sustain one 
unit increase in final demand. 


beverages and tobacco and other transport 
services This pattern continues with increas¬ 
ing export potential and optimum export of 
the commodities having highei DIK either 
falls to zero or does not reach the potential 
maximum. One can see that with broaden¬ 
ing of export Ironticrs the optimum exports 
of a larger number of goods fall to zero. This 
is natural because as the scope for exports 
rises there is more scope lor specialisation, 
that is one can concentrate on export of 
those commodities whose DIK is relatively 
low and cut down ihe exports of goods 
having relatively high DIK 

We can see that many of our traditional 
export products like food, beveuges and 
tobacco (which includes tea), jute, lealhci, 
etc, have relatively higher DIKs Our op¬ 
timum solution suggests that we should cut 
down the export of these Herns to sme m nice 
capital resources llowevei there is a hitch 
in our argument Till nciw we have not look¬ 
ed into the employment aspect Many of our 
traditional export items are labour intensive. 
Had we introduced an employment target as 
a constraint in our optimisation exercise then 
we could have got results m tunc with our 
traditional experience Out this defence of 
exports of traditional items on the employ 
menl front can also be countered Out 
results show that wc can save capital 
resources by bringing down export of these 
items and concentrating cn other sectors. 
The capital which is thereby freed can be 
channelled into other sectors to generate 
more output and employment 

At this juncture wc may ask what the ideal 
export-product mix will be if wc carry out 
the investment minimisation programme in 
a situation where there is no increase in the 
export potential (meaning thereby that 
exports from each sectot can be no more 
than the exports from those sectors in the 
benchmark year) and where we want the 
trade deficit to be no larger than the deficit 
in the chosen year of analysis. Here it may 
be noted that a balanced trade is obviously 
not feasible in this case with no increase in 
export potential. Such a linear programm¬ 
ing exercise in case of investment minimisa¬ 
tion gives results shown in Table 7. The i>p- 
timum exports of at* except food, beverages 
and tobacco are same as in the initial year. 
This further proves that since the DIK is 
highest in this sector among exportables it 
is better to cut down to exports of this sector 
if we want to save capital resources. 

V 

In the previous sections we have discuss¬ 
ed the results of our empirical exercises and 
the possible interpretations. What we have 
noted is that strangely export of some of our 
traditional items has to be pruned in order 
to arrive at the desired target with minimum 
capital formation. Apparently it seems that 
the traditional export bias in these com¬ 
modities is a reason for the high capital 
costs. Here it may be said that the DIK was 


measured from observed capital formation 
as given in ASI data. Since the ASI gives 
figures of gross capital formation and out¬ 
put in aggregative terms including in its 
gamut all the plants of the industry under 
consideration, the high measure of some of 
the DIKs may be due to obsolete technology, 
under-utilisation of capacity and sheer in¬ 
efficiency in inpul-use in some of these 
plants. This seems to be especially true for 
some sectors like jute, cotton, etc Perhaps 
modernisation effons can bring down 
capital absorption per unit of output in these 
sector- and make them attractive export¬ 
ables However our calculations based on 
observed senes show that these sectors are 
relatively inefficient and hence exports of 
the^e should he cut to reach our goal. 

Our whole analysis points to the direction 
in which our efforts and new additional 
capital formation should be channelled As 
India grows up as an economy if should 
overcome the traditional bias for certain sec¬ 
tors and venture into less traditional and 
mote fruitful areas. If however, the high 
capital costs ol some of the traditional ex¬ 
port sectors are attributable to the inefficien¬ 
cy of the existing units of these industries 
and their outmoded state of technology, it 
may be possible and necessary to modernise 
them and restore their position among at¬ 
tractive export items. 

(This study is based on my M Phil dissertation 
which was accepted by Jawahartal Nehru 
University. I am gicately indebted to my super¬ 
visor, Ramprasad Sengupta.j 
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[ PROFIT AND LOSS ACCOUNT OF THE INDIAN 

BALANCE SHEET OF THE INDIAN BRANCHES 

BRANCHES FOR THE YEAR ENDED 

AS AT 31ST MARCH, 1992 


31ST MARCH, 

1992 

9 







Year 



As on 

As on 


111 

Ended 


Schedule 

31 3.1992 

31.3.1991 

Schedule 


31.3.1991 



Rs. '000 

Rs. '000 


Rs. '000 

Rs. '000 

CAPITAL AND LIAI11L 

Capital 

Reserves and Surplus 

(TIES 

1 

184,913 

125,212 

INCOME 

Interest Earned 13 

2.490,850 

1,512.989 


133,898 

133,898 

Other Income 14 

574,092 

260,066 

2 


3,064,942 

1,773,055 

Deposits 

Borrowings 

3 

15,620,266 

10,415,932 


4 

6,275,432 

3,529,659 

EXPENDITURE 



Other Liabilities and 
Provisions 

5 

4,794,327 

1,984,200 

Interest Expended 15 

1,567,540 




Operating Expenses 16 

621,820 




26,823,923 

16,063,689 

Provisions and 

Contingencies 

2,462,612 






ASSETS 





4,651,972 

1,461,260 

Cash and Balances with 







Reserve Bank of India 

6 

3,181,137 

1,860.738 

PROF1T/1LOSS1 



Balances with Banks and 




Net Profit/(Loss) for the Year 

(1,587,030) 

311,795 

Money at Call and 




Net Profit /(Loss) Brought 



Short Notice 

7 

1,638,065 

200,764 

Forward 

— 

— 

Investments 

8 

8,265,037 

4,389757 


(1,387,030) 

311,795 

Advances 

Fixed Assets 

9 

7,908,504 

185,375 

8.134,730 

146,996 




10 

APPROPRIATIONS 



Other Assets 

II 

5,645,805 

1,330,704 

Transferred to Statutory 


62,359 





Reserves 

— 



26,823,923 


Transferred to Head 

(1,587,030) 

249,436 

Contingent Liabilities 

12 

41,018,101 


Office Account 




(1,587,030) 

311,795 


732,335 

12275,747 

Bills for Collection 


____ 




Notes on Accounts Attached 

Per our report attached 
Rw LOVELOCK AND LEWES 
Chartered Accountants 


& S. TRIVEDI C. TANEJA Dl M. GARDINER 

Partner Executive Director, Finance Ag. Chief Executive, India 


Bombay, 25th September 1992 
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SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 31ST MARCH, 1992 



As on 
31.3.1992 

As on 

31 3 1991 


As on 
31.3.1992 

As on 
31.3.1991 


Rs. ’000 

Rs. ’000 


Rs. '000 

Rs. ’000 

SCHEDULE 1-CAPITAL 



SCHEDULE 5—OTHER 






LIABILITIES AND 



Capital 



PROVISIONS 



Amount of deposit kept with the 






RBI under Sec 11(2) of the 



Bills payable 

1,396,261 

430,737 

Banking Regulation Act of 1949 

184,913 

125.212 





__ 

.. 

Head Office Account 

— 

480,046 


184,913 

125,212 

[includes profit for the year 





“ ' 

1990-91 Rs. 249436(000)1 



SCHEDULE 2—RESERVES 



Interest Accrued 

746,624 

539,349 

AND SURPLUS 



Others (including provisions) 

2,651,442 

534,068 





4,794,327 

1,984,200 

Statutory Reserves 






Opening Balance 

133,898 

71,539 




Additions during the year 


62,359 





133,898 

133,898 

SCHEDULE 6— CASH AND 






BALANCES WITH RESERVE 



SCHEDULE 3-DEPOSITS 



BANK OF INDIA 



Demand Deposits 



Cash in hand (including foreign 



From Banks 

97,833 

150,560 

currency notes) 

55,222 

54,201 

From Others 

3,578,109 

1,804.404 

Balances with Reserve 




3,675,942 

1,954,964 

Bank of India 



Savings Bank Deposits 

1,518.953 

1,204,268 

In Current Account 

3,125,915 

1,806,537 





3,181,137 

1,860,738 

Term Deposits 






From Banks 






From Others 

10,425,371 

7,256,700 

SCHEDULE 7-BALANCES 




10,425,371 

7,256,700 

WITH BANKS AND MONEY AT 






CALL AND SHORT NOTICE 




15,620,266 

10,415,932 







In India 






Balances with banks 



Deposits of branches in India 

15,620,266 

10.415,932 

In current accounts 

1,107,655 

103,751 




Money at call and short notice 



Deposits of branches outside India 

— 


With banks 

— 





With other institutions 

150,000 

— 





1,257,655 

103,751 

SCHEDULE 4—BORROWINGS 









Outside India 



Borrowings in India 



In current accounts 

380,410 

97,013 

Reserve Bank of India 

150,000 

169.600 


1,638,065 

200,764 

Other Banks 

4,202,048 

1,074,785 




Other Institutions 

1,922,292 

2.285,271 

SCHEDULE 8 — INVESTMENTS 




6,274,340 

3,529,656 

Investments in India 






Government securities 

2,982.491 

2,771.694 

Borrowings outside India 

1,092 

3 

Other approved securities 

1,185,457 

1307,447 


6,275,432 

3,529.659 

Shares 

55,493 

54,594 




Debentures and bonds 

25,985 

28,505 




Subsidiaries/joint ventures 

12,798 

4,995 

Secured Borrowings included 



Others 

4,002,813 

222,522 

above 

57,641 

45,271 


8,265,037 

4,389,757 
, k. 
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SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 3IST MARCH, 1992 



As on 

As on 


As OB 

As on 


31 3.1992 

31 3.1991 


31.3.199 

l 31.3.1991 


Rs. ’000 

Rs. '000 


Rs. ’00f 

Rs. ’000 

SCHEDULE 9—ADVANCES 



SCHEDULE 11 —OTHER 

ASSETS 



Bills purchased and discounted 

Cash credit, overdrafts and 

1,089,638 

3,094,194 

Head Office Account 

1,210,054 

_ 

loans repayable on demand 

4,606,458 

3,686,971 

[includes Loss for the year 



Tferm loans 

2,212,408 

7,908,504 

1,35.3,565 

8,134,730 

Rs. 1587030(000) 

Other Inter-office Adjustments 






475,235 

487,607 

(net) 

Secured by tangible assets 

5,526,775 

5,341.338 

Interest Accrued 

526,509 

312,680 

Covered by Bank/Governnirnt 
guarantees 

166,875 

96,844 

Tax paid in advance/tax deducted 
at source 

509,729 

178,886 

Unsecured 

2,214,854 

2,696,548 


7,908,504 

8,134 730 

Stationery and stamps 

491 

405 




Others 

2,923,787 

351,126 





5,645,805 

1,330,704 

Advances in India 






Priority Sectors 

1,119,231 

499,944 




Public Sector 

535,111 

373,846 




Banks 

28,896 

18,144 




Others 

6,225,266 

7,242,796 





7,908,504 

8,134,730 

SCHEDULE 12-CONTINGENT 
LIABILITIES 



SCHEDULE 10—FIXED 

ASSETS 



Claims against the bank 
not acknowledged as 



Premises 



debts 

6,118 

6,118 

At cost as at 31st March of 
the preceding year 

19,104 

39,037 

Liability for partly paid 

500 

1,400 

Additions during the year 

16 

67 

investments 

Deductions during the year 

(72) 

— 

Liability on account of outstanding 



Depreciation 

(14,780) 

(13,959) 

forward exchange contracts 

25.583,325 

8,900,661 


24,268 

25,145 

Guarantees given on behalf of 
constituents: 



Other Fixed Assets (Including 



a. In India 

3,308,832 

2,761,301 

Furniture and Fixtures) 

At cost as at 31st March of the 



b. Outside India 

380,114 

895,378 

preceding year 

182,330 

132,030 

Acceptances, endorsements and 



Additions during 'he year 

62,012 

51,657 

other obligations 

2,687,159 

2,284,152 

Deductions during the year 

(1.074) 

(1.357) 



Depreciation 

(82,161) 

(60.479) 

Other items for which the bank is 
contingently liable; bills 




161,107 

121,851 




rediscounted) 

9,052453 

4.944493 


185,375 

146,996 


41,018,101 

19.794403 


- * 
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SCHEDULES FORMING PART OF THE PROFIT AND LOSS 
ACCOUNT FOR THE YEAR ENDED 31ST MARCH, 1992 



Year 

Ended 

31.3.1992 

Year 

Ended 

31 3.1991 

SCHEDULE 13— INTEREST 

Rs. ’000 

Rs. ’(XX) 

EARNED 



Interest/discount on advanccs/bills 

1,321,610 

851,123 

income on Investments 

812,359 

439,332 

interest on balances with Reserve 



Bank of India and other Inter- 



Bank Funds 

274,617 

196,49/ 

Others 

82,264 

26.037 


2,490,850 

1,512,989 

SCHEDULE 14—OTHER INCOME 



Commission, exchange and 



brokerage 

309.864 

192,719 

Profit/floss) on sale of investments 

6.403 

(49,421) 

Loss on revaluation of investments 

(24,235) 

(3,980) 

Profit/(loss) on sale of land, 



building and other assets 

(260) 

93 

Profit on exchange transactions 

210.361 

115,584 

Income earned by way of dividend. 



etc from subsidiaries/joi nt ventures 

1,830 

1,123 

Miscellaneous income 

70,149 

1,948 


574,092 

260,066 

SCHEDULE 15— INTEREST 



EXPENDED 



Interest on deposits 

977,799 

714.288 

Interest on Reserve Bank of 



India/Inter-Bank botrowings 

483,634 

149,758 

Others 

106,107 

15,3 76 


1,567,540 

879,422 


____| 




SCHEDULE 16—OPERATING 
EXPENSES 

Payment to and provision for 
employees 

Rent, taxes and lighting 
Printing and stationery 
Advertisement and publicity 
Dcpre* tation 

Director’s fees, allowances and 
expense 

Auditor’s fees and expenses 
Law charges 

Poslages, telegrams, telephones, etc 
Repairs and maintenance 
Insurance 
Other expenditure 


NOTES ON ACCOUNTS 



1. Principal Accounting Policies 


(a) Accounting Convention 

The foregoing financial statements have been prepared on the historical cost basis and confoirn with Hie statutory requirements prescribed 
under the n»wHng Regulation Act, 1949 as also with the generally accepted accounting principles and practices within the banking industry. 

(b) Exchange Rates 

Assets and liabilities in foreign currencies are convened at year-end rates of exchange. Income and expenditure items have been tra nsl a t e d 
at the exchange rates ruling on the date of the transaction Unmatured forward contracts have been revalued based orf the market rates 
as at the period-end and the resultant profit/loss impact has been accounted for. 

(c) Investments 

Investments in Government and other approved securities and other quoted Investments have been valued at lower of cost or market on a 
iarip-by-acrip basis. Unquoted investments including investments in subsidiary companies have been valued at cost leu amounts written 
off, if any. 

(d) Bad and Doubtful Debts 

Provisions for doubtful lending identified based on periodic appraisals of the portfolio have been made to the satisfaction of the auditors. 
The related Interest on such doubtful lading is credited to an Interest Suspense Account and not accrued to profits until received. Ad¬ 
vances in the Balance Sheet are stated after deduction of provisions and interest suspensed. All provisions against doubtful lending ate 
made on a gross basis with tax relief being accounted for only in the year of write-off. 

(e) Fixed Assets 

All fixed ■*—r* including Premises, Furniture and Fixtures. Motor Vehicles, Equipment etc have been valued at historical cost leu deprecia¬ 
tion. Depredation has been calculated by the Bank based oo rates u in Schedule XIV of the Companies Act, 1936. Assets acquired from 
1984 ana onward* are depreciated on a straight line basis and all other assets on their written down values. 

(f) Staff Benefits 

Approved Pensioa Fuad schemes cover employees retiring post 1st January, 1978. Retiring allowances bring paid voluntarily to pre-1978 
Radiants and Gratuities are accou n ted for on a payment due basis. The accrued liability thereon has not been quantified. 
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(g) General 

The profit/loss as in the Prolii and I ms Au-ouiit is afler accounting lor, inieralia, provisions for income rax, provisions for doubtful lending 
as also the other usual and neiessary provisions 

2. Tax 

Income tax demands in dispute .iggtcgjie Ks 17,365(000) [3lsi March, 1991: Rs, 5,848(000)1 hut pending final decisions in appeal by the In¬ 
come Tax Appellate Tribunal, no provision has been made therefor. In addition, the tax authorities arc in appeal in respect of certain matters 
decided in the Bank’s favour 3 he us incidence thereof cannot he quantified 

3. Investments 

(a) A shortfall in the Bank’s Investment Account as on 31st March, 1992 was identified 

(b) Thereafter, on 20th June 1992, the Hank filed a complaint for Rs. 8,898,200(000) (after taking into account securities of Rs. 3,500,000(000) 
in the Bank’s possession) with tho Central Bureau of Inscstigation (CBI). The complaint alleged conspiracy against a number of individuals, 
including several brokers and two of the Bank’s dismissed employees. The CBI has acted on the complaint which is now before a Special 
Court invested wiih jkiwcis io convict ihc accused and distribute their assets lo complainants. The Bank is also vigorously pursuing a recovery 
strategy which includes a number of civil claims against several banks and financial institutions which includes further claims of 
Rs. 1,954.100(000) lunliet claims may arise Irom detailed investigations which ate continuing 

(c) Other asselwncludc Rs. 3.257,200(000) ol claims arising from ihe shortfall in investments as at 31st March, 1992. The Bank, based upon 
information currently available, has written olf Rs. 1,380,800(000) in respect of certain claims arising from Bank Receipts and SGL forms 
received from banks placed under provisional liquidation and debts where recovery is considered unlikely. Additionally, an amount of 
Rs. 1,000,000(000) has been provided againsi the possibility that full recovery is not made. 

4. Previous year's figures have been re grouped wherever necessary. 


Bombay, 25th September 1992 


C. Hmeja 

Executive Director, Finance 


D. M. Gardiner 
Ag. Chief Executive, India 


AUDITORS’ REPORT OI\ THE ACCOUNTS OF THE INDIAN BRANCHES OF STANDARD CHARTERED BANK 
UNDER SECT ION 30 OF THE BANKING REGULATION ACT, 1949 

1. We have audited the attached Balance Sheet of the Indian Branches of Standard Chartered Bank (incorporated in England with limited liabili¬ 
ty) as at 31st March, 1992 and also the Profit and loss Account of the Indian Branches of the Bank for the year ended on that date, annexed 
thereto, in which are incorporated the transactions of the India Corporate Office and the unaudited return of one branch not visited by us, for 
which the Company 1 aw Board has granted exemption under Rule 4 of the Companies (Branch Audit Exemption) Rules, 1961 from the provision 
of Section 228 of Ihc Companies Act, 1956. 

2. .Note 3 regarding investments refers lo a shortfall in the Bank's investment account as at 31st March, 1992 identified by the Bank as arising 
from certain securities' transactions and leading to the Bank Tiling a complain! with the Central Bureau of Investigation (CBI). Detailed scrutiny 
is continuing by the Bank and by various investigating authorities including special auditors appointed by the Reserve Bank of India under Section 
30(IB) of the Banking Regulation Act, 1949 As indicated in the Note, the Bank is pursuing a recovery strategy which includes a number of civil 
claims againsi several banks and financial institutions and further such claims may arise. Write-off and provision in respect of the shortfall as 
at 31st Match, 1992 are based on information currently available with the Bank. Accordingly, we are unable to express an opinion at this stage 
whether the write-off and provision as quantified in Note 3(c) are adequate to cover the amounts which may ultimately not be recovered. 

3. Investments as at 31st March, 1992 are included in the accounts after deducting the shortfall as on that date, referred to in Note 3(c), ascertain¬ 
ed by the Bank with reference lo full reconciliation of physical investments with the books of account as at 18th May, 1992 and as at subsequent 
dates. In the absence of schedules showing break-down of investments relating to certain Government securities and bonds of public sector under¬ 
takings in terms of physical scrips, bank receipts, etc., wc are unable to confirm the holdings shown as on 31st March, 1992 for these investments. 
However, verification of these investment was carried oul at a subsequent dale to confirm holdings with book balance 

4. Subject to the matters referred to in paragraphs 2 and 3 above, we report that: 

(a) the Balance Sheet and the Profit and Loss Account have been drawn up in accordance with Forms A and B respectively of the Third Schedule 
to ihe Banking Regulation Act, 1949 read wuh Section 211 of the Companies Act, 1956; 

(b) we have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purposes of 
our audit, and have found them to be satisfactory; 

(c) the transactions of the Indian BrancheTof the Bank, which have come to our notice, have been within their powers; 

(d) in our opinion, proper books of account as required by the law have been kept by the Indian Branches of the Bank and further subject 
to Note 1(f) regarding non-provision of gratuitics/rctiring allowances, so far as appears from our examination of the books and aforesaid 
unaudited return which have been found adequate (or the purpose of our audit; 

(e) the Balance Sheet and Profit and Loss Account dealt with by this Report are in agreement with (he books of account tnd the aforesaid 
unaudited return; 

(0 in our opinion and to the best of our information and according to the explanations given to us and futther subject to provision not having 
been made for the unascertained accrued liability on account of gratuities payable to staff and retiring allowances being voluntary payments 
to pre-1978 retirants referred to in Note 1(0. the accounts together with notes thereon give (he information required by the Companies Act, 
1956 in the manner so required for the banking companies and, on such basis, the Balance Sheet gives a true and fair view of the state 
of affairs of the Indian Branches of the Bank as at 31st March, 1992 and Profit and Loss Account gives a true and fair view of the loss 
of the inctian Branches of the Bank for the year ended on that date 

R>r LOVELOCK AND LEWES 
Chartered Accountants 


Bor.' 1 - , nit -jeptember 1992 


& S. THvedi 
Partner 
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Ethics and Government: Setting Limits 

to Critique 

Matnaa Ray 

Should the humanities remain locked up within a romantic ethical conception of critique or should the humanities 
start re-negotiating some of the renaissance ideals (without discarding the romantic framework)? Should the 
humanities act as a bourgeois bastion by laying the grounds for massive introspection or should the humanities 
(as a gesture of response to the collapse of the giant 19th century social models) prepare its participants for specific 
targets and specific engagements? Both have their positive sides and their limits and if the two are not put together 
we do not become politically able. A commitment to the changing shape of the thinkable calls for locating poten¬ 
tial transformations inscribed in what is actually existing. 


SP1VAK opens her article ‘Feminism and 
Deconstruction, Again: Negotiating with 
Unacknowledged Masculinisin' with a state¬ 
ment on the potential of deconstructive 
politics, which she (consistent with her 
general rhetorical strategy) phrases in terms 
of limits: "It is not just that deconstruction 
cannot found a politics, while other ways of 
thinking can. It is that deconstruction can 
make founded political programmes more 
useful by making their in-built problems 
more visible” [1989:206], Roy Boyne [1989] 
characterises it more metaphorically as a 
‘mischievous lubricant’ that circulates 
through the text while Spivak [1980] calls it 
the method of the criminal rather ‘ban of 
the revolutionary, thus making a conscious 
bid to strip deconstructive operations of any 
sense of moral supremacy that might be at¬ 
tached to them. The project of deconstruc¬ 
tion, to Spivak, is the project of the ‘othcr- 
ing of the proper’. Approached thus, she 
argues, it can act as an effective critique of 
‘classical’ Marxism as well as deconstruction 
itself. As for its latter target, deconstruction 
is aimed at those of its advocates who ap¬ 
proach it as tealia, as a register for living 
deconstructively, ignoring Derrida's cau'ion 
about taking grammatology as a positive 
science. 

Deconstruction dislodges the traditional 
notion of critique and as part of the same 
act, it also sets operational limits to its own 
practice. It acts as an expose to critique's 
moralistic role as a detective Much like a 
detective fiction, critique attempts to hold 
out to the reader the hidden flaws or im¬ 
perfections in the main body of the text. 
Deconstruction strikes at the very heart of 
critique, exposing the latter’s commitment 
to truth as complicit with the institutional 
politics of truth-production. By the same 
token, however, deconstruction cannot be a 
limitless operation, neither can it regard its 
characteristic gesture as the whole story of 
construction. One ignores deconstruction’s 
self-imposed limits only at the risk of being 
aligned with critique's 19th century 
bourgeois herkage. Spivak sets the agenda 
of deconstruction in terms of these limits, 
even while not depriving it of the valid claim 
that the mode of ‘unfounding’ it initiates is 
actually an act of ‘founding’ in a special 
sense: 


The aspect of deconstructive practice that is 
best known in the tinned Slates is its tenden¬ 
cy towards infinite regression The aspect lhat 
interests me most is, however, the recogni¬ 
tion, within deconstructive practice, ot pro¬ 
visional and intracdble starting points in any 
investigative efloit; its disclosure of com¬ 
plicities where a will to knowledge would 
create oppositions; its insistence that in 
disclosing complicities the critic-as-subjeet 
is hersell complicit with the object of her 
critique, its emphasis upon 'history' and 
upon the ethicopolitical as the Inicc' of that 
complicity - the proof that we do not inhabit 
a clearly defined critical space free from such 
traces, and, finally the acknowledgement that 
its own discourse can never be adequate to 
its example |19R7 179 80) 

The notion of the critic’s complicity with 
the object of critique is seminal for Foucault 
as well lor Foucault, truth and power 
directly imply each other; there ts "no power 
relation without the correlative constitution 
of a field of knowledge nor any knowledge 
that does not presuppose and constitute at 
the same time power relations” [1977 27], 
True to their common Nictzschean heritage, 
both Foucault and Derrida propose a 
radically anti-Kantian understanding of 
reality since in Kant’s scheme power and 
truth cannot be brought into the vicinity of 
each other More often than not the two 
thinkers seem to talk past each other and this 
is partly, and importantly, due to their 
engagements in different fields of 
knowledge. Derrida’s engagement is with 
philosophy (by saying this, no attempt is of 
course made to vindicate Bourdieu’s charge 
[1985] that Derrida merely philosophises 1 ); 
Foucault's with history. The demands of the 
different fields show up increasingly as their 
work progress: Derrida’s project of making 
philosophy literary takes the form of semi- 
autobiographical meditations in his recent 
writings while Foucault’s historical an¬ 
chorage leads him, ultimately, to questions 
of personal ethics on the one hand and of 
governmental rationality of capitalist stales 
on the other. 2 To be sure, the late Foucault 
does not endeavour to realise a definite 
political project. Rather, he looks for 
strategic (i e, more effective) points of inter¬ 
vention into existing power apparatuses— 
not from the perspectives of paranoid 
politics (which explain everything as a trap) 


but by foregrounding the non-repressive, 
positive dimension of power. Foucault’s criti¬ 
que of the repressive hypothesis brings back 
the political in an interesting way, creating 
an interface between the personal sphere and 
the political sphere since in the process of 
participating in those institutions where par¬ 
ticular forms of knowledges are created, one 
(along with intimately forming oneself) goes, 
through a passage which is institutionally 
organised and, hence, governmental. The 
power-knowledge question, thus, focuses ef¬ 
fectively the issue of the limits within which 
political critique can take place since it 
reminds us that no critique exists outside the 
exercise of power. One’s own capacity to do 
critique is often profoundly the product of 
one’s own position inside an institutional 
setting--legal, informational, pedagogical, 
etc. There is no purer position, just as there 
is no power from outside. 

Critique’s propensity to assume an 
abstract, holistic and global form is largely 
a 19th century legacy—the giant social 
models (Hegelian in their origin) that cen¬ 
tre aiound the notion that in the end history 
triumphs by bringing to light reason and the 
full development of the humanities. The 
temptation to evoke mega-reason dies hard 
and its vestiges can be traced in a variety of 
contemporary social theorisings that, pro¬ 
fessedly, arc antagonistic to it. For instance, 
Michael Ryan. In his collection of articles. 
Politics and Culture: Working Hypothesis 
for a Post-Revolutionary Society [1989], 
Ryan correctly identifies the absence of any 
effective notion of power or ideology in 
Habermas as a sign of the latter’s participa- 
lion in the dominant power-politics of our 
times. But the way Ryan attempts to dis¬ 
lodge Habermas' position is interesting— 
especially because of Ryan's position in the 
US academia as an eminent practitioner of 
(Marxist) deconstruction. passages il¬ 
luminate this point: 

The defect is also due to Habermas' com¬ 
mitment to a conservative model of evolu¬ 
tion. According to this way of conceptualis¬ 
ing history, any differentiation of a system 
into increasingly complex sub-systems must 
be seen as an advance in rational modernisa¬ 
tion. But if the entirely of modernity is seen 
as one large camp in which a majority are 
obliged to spend all profit from their work- 
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r ing so that a much smaller minority can 
accumulate 'rofit from their labour (a very 
simple version tf the Marxist description), 
; then refinements in sub-systems arc merely 
| contingent responses to double in the system 
of domination, efforts at sdcial policing of 
; the kind necessary in domination systems 
founded on radically contingent premises, 
rather than signs of modernizing advance or 
of rational maturation |I989:29|. 

The legitimation of inequality under social 
democratic party rationalism is made possi 
ble by the privileging of cognitive activities 
over physical ones 01 over emotional pio- 
cesses. In such an abstracted framcwoik, in 
which reason has been mack transcendent 
over contingencies of materiality and the 
norm of social rationalise ion has been 
elevated over the material needs and desires 
of the populace; 'intelligent parties’ can be 
legitimately proclaimed justifiable managers 
of an economic system that assumes labour 
exploitation as a necessary and rational 
feature of its operations. Indeed, the theory 
' of social reason could lead to no other con¬ 
clusion. Intelligent parties must subsume the 
material energies of exploited groups in the 
same way that reason must subsume the con¬ 
tingencies of material feelings like need and 
desire [1989 12J (emphasis added). 

Apart from the contradictory use of the 
category of ‘contingency’ in these two 
passages, they bear evidence of what can be 
called the Marxist neglect of the question 
of government. In its over-zealous attempt 
to reach a projected end, Marxist critique 
overlooks what lies on the wayside. The 
point about Ryan’s passages is not so much 
whether the analysis of contemporary 
capitalism presented here is correct or not; 
the real issue is whether such analysis—total 
and abstract—has any effective target. Ryan 
and his colleagues can keep churning out this 
kind of critique—now as 20 years later; the 
US military-industrial complex, hosvever, will 
remain, sadly but surely, unaffected by it. 
The more ineffectual, the more abstract and 
global its target, the mote vehement is the 
tone of critique—its ineffectuality serving 
as its moral inspiration. Reinhart Koscllcck 
diagnoses this variety of ‘critique’ nicely 
It is in the nature of crises that problems cry¬ 
ing out for solution go unresolved. And it 
is also in the nature of crises that the solu¬ 
tion, that which the future holds in store, is 
not predictable The uncertainty oi a critical 
situation contains one certainty only—its 
end. The only unknown quantity is when and 
how. The eventual solution is uncertain, but 
the end of the crisis, a change in existing 
situation—threatening, feared and eagerly 
anticipated—is not. The question of the 
historical future is inherent in the crisis 
[1988:127). 

One thus perforce turns to a lower level 
! and focuses attention on the local deter- 
| minants of our various landscapes—ethical, 

1 political, medical, academic, etc,— or, what 
; Weber calls the ‘departments of existence’. 3 

We do not face a coherent, single, founda 
, ttonal entity here. Instead, we come up, 

) among other things, against the domain of 

j 

: 2i:o 


government which has its own range of pro¬ 
grammes that are profoundly normative. 
The array of norms do not add up to a 
unified whole; instead, they set parameters 
for political judgment and political in¬ 
telligibility, thus indicating ways and means 
for pragmatic, political involvement within 
a particular sphere. Borrowing terminology 
from modern-day warfare, today's critique 
needs to pattern itself for pin-point attack 
rather than to rely on carpet bombing, Ad¬ 
mittedly, this is a pragmatic agenda but also 
a viable way to understand contemporary 
political engagements. 

French sociologist Jacques Donzelo! 
[1991 j argues that both Marxist and libetal 
politics, in then respective ways, attempt to 
undermine the role of the contemporary 
slate and government. What both these 
camps have as their target is the shift in the 
state's role from a simple external guaran¬ 
tor of progress of society towards that of a 
manager directly responsible for society’s 
destiny. For the republican right, the 
exteriority of the state (as manager) and its 
inflated role wreck the effective sovereignty 
of society and induce a loss of civic sense. 
They also bloat social expenditure, leading 
to the growing discrepancy between social 
security expenditure and the gross national 
product, and also prejudice the requirements 
of the labour market. For the left, the target 
is precisely the reality of the supposed pro¬ 
gress achieved under the auspices of the state 
and the technocrats I he unsavoury effects 
ot progress on everyday life, the realms ol 
frustration, unfulfilment and incomplelion, 
the way changes ate carried out over peo¬ 
ple’s head, all Ihese provide the fuel for lef¬ 
tist discourse The left challenges the unitary 
language ol statistics by the language of 
autonomy and highlights themes such as 
spontaneity and worker’s control. 4 
Donzclot argues that the lines of contesta¬ 
tion ol the right and the left ultimately at¬ 
tempt to dislodge the whole concept of the 
social and the project of the realisation of 
social harmony through the social promo- 
tion ol the individual, and through the pro¬ 
motion ol the social by the simultaneous 
enhancement of freedom and security He 
concludes: 

Satisfaction of the need for security obeys 
its own inflalionaiy logic, by creating the 
expectation that the slate will lake respon¬ 
sibility for all problems At the same time, 
freedom starts to work against a state which 
has emptied ii of all substance by us control 
over the course of events. And far from com¬ 
plementing each other to make a harmonious 
society, these two tendencies give rise to a 
spectacular confltd in 1968, where a freedom 
wrested Iron) the weight of tradition was pit¬ 
ted against a security interpreted as renun¬ 
ciation of the perspective of revolution 
[1991.176|. 

A crucial aspect of modem government 
is that it negotiates with the dtizenrv on the 
basis of power and seldom on force. In other 
words, it addresses free individuals. This 
freedom is not complete (it never can be); 


but it is also not mere simulacrum or sham. 
To a large extent, it is a reflection of the on 
going struggles in the society; so far as the 
state is concerned, the freedom in question 
is not concessional but historical and 
strategic. It goes back to the very early days 
of civil society and refers to a basic challenge 
for statecraft: namely, to ensure minimum 
conditions of existence to every political 
citizen while also minimising the threat of 
violation of economic citizenship by con¬ 
fiscatory nationalisations, both sides lobby¬ 
ing for support and willing to co-operate 
with the state only on the guarantee of state 
patronage for their respective programmes. 
It is little wonder then that both liberal- 
conservatives and Marxists target their at¬ 
tack on the state. The former denounce the 
pauperised masses as a veritable ‘anti- 
society’ and a hindrance to economic growth 
while the latter (we can recall Marx here) 
find orecreely in this anti-society the seeds 
loi iu.w society, taking diagnosis for cure 
[see Gordon, 1991). To Marx, the state 
represents an obstacle to history’s progress; 
civil society, by the same logic, matters to 
him because of its inherent contradictions. 
The Marxist scheme of history thus 
necessarily leads to an under-valuation of 
the governmental rationale of the capitalist 
state—its history, innovations, problems and 
talents. 

It hat been noted by scholars that the 
major sources of governmental crisis dur¬ 
ing the time Marx was theorising—society, 
state, property, right—have undergone pro¬ 
found strategic re-alignments. Gordon 
argues that over the last hundred years the 
ii: *l capitalist western states have actively 
pur.jcd a line that is close to what 
Dutkheim calls 'organic solidarity’, i e, a 
kind of solidarity that at once reinforces apd 
overlays the (mechanical) solidarity based on 
identity of members’ life-situations. If the 
latter kind of solidarity results in a tenden¬ 
cy for people to identify themselves as in¬ 
dividuals due to the increasing division of 
labour that industrialism brings about, the 
former then tries to create social bonds 
among differentiated wholes on the princi¬ 
ple of interdependence. The concept of 
organic solidarity serves to define not only 
the framework but also the rationale for the 
modern stale's specific mode of intervention 
into areas like the family, schooling, the pro¬ 
tection of minors and of the aged, legisla¬ 
tion on divorce; the management of the sick, 
etc, thus bringing the public sphere four¬ 
square into the heart of the private. 

Hence, a modern state is by definition 
both collective and individualistic; govern¬ 
ing, as it does, on the principle of all and 
each, its concerns are at once to totalise and 
to individualise. The managerial aspect of 
the state does not, however, work principally 
or exclusively by repression and domination. 
fa>h practices also, and more charac¬ 
ter rically, seek actively (through techniques 
of micro-power) to produce subjects of a cer¬ 
tain form, to mould, monitor, and organise 
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(he psyche, to fabricate individuals with par¬ 
ticular desires aid aspirations. By emphasis¬ 
ing the productive, generative side of power, 
the modem suae enables its members to con¬ 
strue a form of family life, education or pro¬ 
duction which while maximising the produc¬ 
tive capacities of the individual also 
minimises social waste by bolstering the 
capacity and efficiency of the institutions. 
Foucault calls this ‘bio-politics' where the 
life and conduct of the population- 
propagation, births and mortality, levels of 
health, etc—become the focus of the state’s 
engagement. He points out that since the 
state’s calculations are targeted at citizens 
who are not under any obvious compulsion 
or coercion (unlike in the previous 
disciplinary regime of ‘anatomo-politics’), 
bio-politics becomes the prime site and ra¬ 
tionale for 'the strategic reversibility’ of 
power relations. By engaging productively 
in organising the lives of the citizens, the 
state actually encourages the individuals to 
make the micro-level needs and desires the 
new realm of political demands. This gives 
rise to an interesting situation which 
Foucault characterises as the ‘tactical 
polyvalence of discourse 1 . What all this leads 
to is that modern politics is principally 
geared towards improving social bonis and 
very marginally towards the question of a 
thorough overhaul of social structures. The 
early paradox of'civil society still remains 
in the sense that the economic citizen and 
the juridical citizen do not mesh into one. 
But the modern state, through its changing 
stiategics, has been able to exploit this con¬ 
tradiction creatively towards the production 
of the participatory subject at every level of 
social life and thus achieve a degree of agree¬ 
ment between those who govern and those 
who are governed. Gordon analyses this 
trend: 

Civil society is therefore not to be taken, 
primarily or fundamentally, as an aboriginal 
nature which repels and contests the will of 
government: it is (like police, or sexuality) a 
rtalite de transaction", a vector of agonistic 
contention over the governmental relation, 
of ‘the common interplay of relations of 
power and everything which never ceases to 
escape their grasp’ [1991:23). 

The domain of government as wc now 
know it is something that primarily emerged 
in Germany in the 18th century and is 
associated with an ultra-pragmatist, non¬ 
religious form of social organisation 
and justification for the use of power. 
Cameralists are the key figures in enun¬ 
ciating a form of politics that is best describ¬ 
ed as ‘mundane 1 —mundane politics in that 
it gives up the notion that the role of govern¬ 
ment is to god’s will on earth. The war of 
religion had shown Germany the devastating 
consequences of a politics that professes to 
express the highest moral truth. Catholicism 
and protestantism as competing denomina¬ 
tions led to unprecedented blood-letting, 
partly as a consequence of which the govern¬ 
ment that emerged in 1771 made its pro¬ 


nounced aim not to ‘save 1 the souls of its 
citizens (and thus materialise god’s will) but 
to maintain and enhance the prosperity of 
the state and the welfare of the population— 
a welfare conceived in the mundane and 
secular terms of standard of living, notably 
health, nutritional level, education and civil 
order. 

The English interpretation of cameralism 
portrays it as a theory and practice of 
economics, when it is primarily a technique 
of government, a civil technology aimed at 
creating the foundations of an amoral, 
secular state placing a premium on (he value 
of collective interests over and above the 
interests of the individuals. The economic 
principle that the cameralists followed was 
simple. Albioa W Small, an American 
economic historian of early this century puts 
it in a nutshell: 

If the conduct of the different strata of 
society could be so ordered by the state that 
the total activities of the people could be 
made to result in an increasing margin of 
material return, above the aggregate demands 
of the different class standards, the state 
might appropriate that surplus without in¬ 
justice or hardship to the individual [1909] 
Within such a broad framework, the 
cameralist gave detailed instructions for the 
policing of individual conduct while also 
maintaining that the prosperity of the tuler 
needs to be linked to the welfare of the sub 
jects, since one without the other cannot 
exist permanently. 

Admittedly, cameralism is not a class- 
neutral agenda Not everyone benefits in the 
same measure from a successful rule of 
law—those who have little or no property 
benefit least. What cameralism primarily 
aimed to achieve is to bring together a 
disunited, vulnerable pre-bourgeoisie on a 
stable platform—in other words, a revolu¬ 
tion from above I his is a task that had to 
wait for its full completion until Bismarck 
entered the scene, and he, in his turn, was 
aided by the international development of 
the productive forces eclipsing the emergence 
of a rudimentary local capitalism. 

Insofar as the state protects a particular 
order of distribution of income and wealth, 
certain sections will benefit more than 
others. The class character of early state 
theories is palpable. Hobbes, for instance, 
maintains that people found a state to 
“defend them from the invasion of 
foreigners and the injuries of one another, 
and thereby to secure them in such sort as 
that by their own industry, and by the fruits 
of the earth, they may nourish themselves 
and live contentedly” [leviathan]. Smith 
argues that the civil government insofar as 
it is instituted for the security of property 
is in reality instituted for the defence of the 
rich against the poor. Smith’s characterisa¬ 
tion is interesting, since along with this line 
of thought he also maintains that a self- 
ntgulatory civil society ( vis-a-vis the state) 
is the key to prosperity and order of society 
at large. 


The cameralist vision of an ideal state 
clearly finds its way into the modem period. 
Like its immediate brethren, (he Panopticon 
follows a similar logic though in a localised 
and half-realised manner. Also, importantly 
here theiask of surveillance passes from the 
political sovereign to the entrepreneurial 
manager, constrained by private profit on 
the one hand and republican sanction on the 
other. The micro-techniques of the body 
(time-table, drilling, etc) (hat Foucault 
discusses in Discipline and Punish are gain¬ 
fully employed by the entrepreneur to 
generate calculable minds and a disciplined 
labour-foice. The management of souls 
becomes co-extensive with the management 
of bodies. Foucault argues that this is made 
possible by the passage of power from the 
ecclesiastical to the medical register, which 
occurs first within the church where the con¬ 
fession, increasingly codified, shifts from 
being an instrument of juridical forms of 
law—of infraction and of penalty—to con¬ 
stituting a series of mechanisms designed to 
correct and to cure, in short, to perform a 
medical function. 

1 he rise of liberal politics acts as a check 
on cameralist tendency but if cameralism has 
aimed at creating citizens as disciplined 
soldiers, liberal governments have also pur¬ 
sued a policy of disciplining its staffs and 
apparatuses—their various branches form¬ 
ing the legislative and executive arm of the 
mode of mundane security. Liberal states 
from mid-19th century onwards have follow¬ 
ed a dual agenda: to reduce government to 
economic structures and to make economic 
structures governmental. Gordon [1991J 
argues that this partly leads to the notion 
of the social which effects a hybridisation 
of the public and the private, and itself pro¬ 
duces a repartition, an interlacing of in¬ 
terventions and withdrawals of the state. 

The public and the private spheres of 
existence have never beep separate affairs in 
history. In tribal and feudal societies, they 
have been intimately related, though in 
modern societies the nature and reason for 
this intimacy has changed, lames Fraser 
(1923) details how with continuing social dif¬ 
ferentiations, magic is slowly ousted by 
religion—the old magical functions of tribal 
societies falling more and more into the 
background and being exchanged for priest¬ 
ly or even divine duties. Still later, Fraser 
argues, a partition is effected between the- 
civil and religious aspects of kingship, the 
temporal being committed to one man and 
the spiritual to another. Modern societies, 
with their developed mode of mundane 
security, dislodge religion from its central 
place, (hough traces of the latter remain in 
various ramifications (like in the partly 
therapeutic touch of modern bio-politics). 
In the process, two distinct foims of freedom 
have emerged for the individual member—a 
negative freedom that encourages the in¬ 
dividual to take safeguard against the slate’s 
interferences; and a positive freedom that 
urges the individual to collectively par- 
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ticipate in (he functioning of the state. 
Modern government, here as elsewhere, en¬ 
courages b, 'wll as restricts both of these 
trends. 5 

The recognition of modem government 
as a powerful department o*f existence (and 
the gradual secularisation of the social 
order) warrants a reconsideration of its pro¬ 
blematic relation with the question of ethics. 
This is a vexed question with a long history 
and one which every ideology worth its name 
considers important for attention. Marxism, 
for instance, treats ethics at one level as a 
reflex phenomenon while at another level 
theorises the domain of politics as if it could 
be profoundly related to the sphere of per¬ 
sonal ethics. Marx’s notion that we can have 
a society in which human beings develop to 
perfection is a profoundly ethical agenda. 
Marx, however, is no lorie traveller here To 
Kant, for instance, narrative listory proceeds 
according to the expression of a will and a 
moral teleology because the two aspects of 
the self, viz, the nouincnal (i e, the object 
of intellection and philosophy, and, hence, 
eternal) and the phenomenal (i e, the object 
of history and, hence, empirical and 
ephemeral)—can get formulated only in 
terms of a moral subject. Many other forms 
of political philosophy—including 
liberalism—have attempted to think of 
social life or political organisation of society 
as if at some poiftt it could be expressive of 
personal goodness. After all, this is the way 
the ballot box is seen—as a device of 
democratic polity that translates rational 
personal ethics into governmental policies. 
Habermas, standing between Marxism and 
liberalism, argues for a dialogical basis of 
politics, returning us once again to rational 
politics that in the end serves as an expres¬ 
sion of the ethical. Not individual ethics but 
studied communitarian ethics. 6 The posi¬ 
tion has its own attraction and to reject it 
completely may lead to certain dangers. But 
the sort of critique that Habermas is drawn 
towards—of instrumentalism, of rationalisa¬ 
tion of the public sphere, and so on—and 
the conception of (inter)subjectivity that 
underlies it still hovers around the idea of 
a social order which is ultimately valued for 
its ethical soundness. However, if the history 
of the last two centuries is any indication, 
governmental calculations and personal 
ethics have no analytical or necessary rela¬ 
tion. The history of government is irreduci¬ 
ble, if not autonomous, to the history of the 
personal ethical sphere The reality of 
government is that it does not give a damn 
about human perfectibility. All that it wishes 
to do is to improve given populations from 
the perspective of limited normative 
developments and not from ethical posi¬ 
tions. This is not to deny the negotiations 
of the governmental and the ethical. They 
certainly do negotiate but not from the 
perspective of any global understanding. 
Their negotiations may be more appro¬ 
priately termed strategic poStical exchange 
involving pressure groups and what is known 
as ‘sheer politics', and also a variety of 


bridgeheads and translation devices. 

The different departments of existence are 
necessarily non-related at the level of 
emergence simply because of the peculiar, 
almost sui generis, histories through which 
they emerge 7 It is only in the course of 
living in the world that they develop linkages, 
articulating under certain circumstances. 
Hence, there can be only circumstantial 
descriptions of these articulations and not 
a theoretically driven one that aspires of 
meta level deliberalions. Also, the various 
negotiating departments may display 
markedly dilfcrent interests and logics in 
these meetings. For instance, theie are peo¬ 
ple in the government who think of the 
morulisatton of the population through a 
wide dissemination of ethical techniques as 
essentially an ultra-pragmatist governmen¬ 
tal objective, aimed at creating an orderly, 
self-governing and governable population. 
On the other side, many reformers privilege 
the same ethical techniques as a means for 
saving •souls’ and thus take a completely dif¬ 
ferent view of what is occurring. Neither 
view explains what exactly happens in 
reality; nonetheless, these are effective means 
and once built into school systems, for in¬ 
stance, they indeed assure the creation of a 
self-monitoring, self-governing population. 
The process is open to contingencies and the 
results that accrue may be considerably dif¬ 
ferent from what cither party has in mind. 
With the articulation of various levels, a self¬ 
generating, highly expansive form of social 
organisation comes into being, offering 
scope for the exercise of political rule. The 
various programmes attain a degree of 
coherence through their articulations, which 
partly assure their sustenance Regarding the 
so-called 'logic of capital’ it may be noted 
that while a programme with a radically 
ami-capitalist agenda will find it difficult to 
survive in its existing form, it may manage 
to put pressure on other competing program¬ 
mes; also, importantly, no programme is 
manufactured to serve the interest of 
capital—their main criterion is their effec- 
tivity within their respective spaces. 

If the above analysis aims at a contrac¬ 
tion of the territory of ethics, it is by no 
means to deny or undermine its importance 
in contemporary life. Rather, it targets the 
kind of obfuscatory, mystifying analysis that 
allows ethics to swallow up the whole of 
what we know as the social. Behind much 
of what passes for rationalist analysis lies 
a profoundly aesthetic-religious agenda that 
aims to engulf the entirety of social life. To 
delimit ethics is also to show its “very strong 
structure of existence, without any relation 
with the juridical per se, with an 
authoritarian system, with a disciplinary 
structure” [Dreyfus and Rabinow, 1982: 

2 35). Foucault maintains that it is not 
necessary to relate ethical problems to scien¬ 
tific knowledge; the question of how we 
form ourselves, how we conduct ourselves 
arc strictly ethical issues and should better 
be kept out of science. Arnold Davidson 
[1990] points out that much before Foucault, 


Pierre Hadot—the French scholar of 
Hellenistic and Roman thotght—has tried 
to find ways to read philosophy not as 
epistemology but primarily as work on the 
self. To achieve this purpose, Hadot returns 
to the early Greeks, particularly the Stoics. 
He claims that one does better to read 
classical philosophy not with the lens of 
modern epistemic concerns but primarily as 
an ethical investigation into the ways the per¬ 
son who knows may be formed. In other 
words the focus is on how to put oneself in 
a disposition through which one comes to 
know—a disposition aimed at attaining a 
certain kind of stasis and theft neutralising 
the competing sides of the self. Pre- 
Platonic classical antiquity views the ethical 
question as a stylisation of conduct directed 
towards the achievement of self-discipline 
Philosophy to the ancients is a “mode of 
life..an act of !iving...a way of being..an in¬ 
vitation for each man to transform himself. 
Philo r ..y is conversion, transformation of 
the way of being and the way of living, the 
quest for wisdom” (Hadot in Davidson, 
1990: 476J. Unlike much of critical theory 
where issues are immediately moralised and 
where theory is emphasised at the cost of 
meditation and action, ancient philosophy 
targets the seifs relation with itself. Hadot 
observes that in modern times, philosophical 
discourse (aimed at producing critique 
through the construction of abstract 
language) has all but overtaken philosophy 
as a way of life—a metamorphosis of one’s 
personality, spiritual exercises designed as an 
aid to living the philosophical life. 

For Hadot, the Stoics and the Epicureans 
together provide a complete schedule for 
such r philosophical life, the opposed but 
insepa.able poles of our inner being. Follow¬ 
ing a line of distinction between what 
depends on (he individual and what does 
not, (he Stoics developed techniques of 
memorisation and meditation intended to 
insure individuals agairfst passions that do 
not depend on them. Conversely, the 
Epicurean subject exercises, not to enhance 
vigilance but to be able to relax and to main' 
tain a conscious distance from the painful 
aspects of reality. Together they set an agen¬ 
da which can be called a training scheme for 
the individual that liberates him from the il¬ 
lusions of individuality. Here ethics attains 
the status of philosophy—an art of living, 
a therapeutics for the passion, a form of 
moral subjectivisation (as different from 
study of codes of moral behaviour). This in 
a way offers an interesting parallel with the 
eastern understanding of yoga and also 
places it at a marked contrast with the Chris¬ 
tian moral problematisation framed as 
endless deciphering or the soul. Late 
Foucault’s interest in the early Greeks is well 
known. What is not equally known is that 
Foucault, in the very last days of his life, 
acknowledges his debt to Kant, in whose 
wt digs he finds the guidelines of ethics as 
an a : of living. In a way, Kant’s contem¬ 
porary readers understood this, because he 
was read as much by the clergy as by pro- 
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fessional philosophers—the minor clergy 
who were primarily preoccupied with ethical 
problems and problems of spiritual 
guidance. What worried them about Kant 
was an element of agnosticism that pervaded 
his work. But they appreciated the religious 
significance of his labels—from the 
phenomenal to the numinal, for instance— 
which they saw, instantly, as a religious 
ladder, a mode to ascend through exercise 
to the point of vision. This aspect of Kant’s 
work is being lost sight of in modern 
readings. 

Getting back to the question of the 
governmental, the modern state (particularly 
since Keynesianism) represents a symbiosis— 
precarious but not fragile—between the care 
of ordinary citizens and the travails of a 
society exposed to the profit-maximising 
drive of a capitalist economy In fact, the 
welfare state can be viewed as a site of con¬ 
testation among different political forces 
over the manner in which the stale can fulfil 
its vocation. Here it may be mentioned that 
the care of the citizenry and the state’s socio¬ 
economic rationale need not be merely an¬ 
tagonistic to each other; they can be mutual¬ 
ly supportive agendas of the modern state. 
This explains the enhanced importance of 
bio-politics in present-day government and 
along with it, the state’s active encourage¬ 
ment of ethical questions. Here ethics does 
not refer to its usual Christian connotations, 
but rather ethics as style of life aimed at 
creating self-disciplining subjects, as discuss¬ 
ed above. Also, increasing productivity 
allows the state more scope to extend the 
democratic limits of the public sphere and 
thus partially accommodate radical 
demands. Very much like the cameralist 
state, the social is the field of modern 
government; but unlike cameralism, it no 
more works on the basis of strict identifica¬ 
tion of the state and civil society but on the 
principle of isomorphism that stresses not 
only control but also, and primarily, the 
calculations of the possible and the pro¬ 
bable. And in all this, as Gordon [1991] 
points out, the contemporary state to a large 
extent itself takes the role of the critique At 
every juncture, however, there are limits to 
how far the state can go. This puts new 
responsibility on radical (ethical) demands— 
critique’s acknowledgement of its strategic, 
tactical and historical limits exceeding which 
it exposes itself to the risk of severe right- 
wing backlash. A clear instance of critique's 
unchecked radicalism generating such S 
backlash is the current conundrum and 
disarray in Europe over the issue of immigra¬ 
tion. By putting pressure for more and more 
immigration on humanistic grounds, the 
radical left offered a space large enough for 
neo-Nazi politics to revitalise. Apart from 
such backlashes, there are bandwagon ef¬ 
fects as well. For instance, with the green 
movement gaining momentum, industries 
have started responding to ecological issues 
by, in fact, making such issues special sell¬ 
ing points (recycled paper is one of many 


such instances). But ecological demands, 
when they threaten to upset the fundamen¬ 
tal calculations of the state, are not tolerated 
Admittedly, the limits of the state’s tolerance 
is neither fixed nor pre-given. The state docs 
respond to a variety of factors of which criti¬ 
que, unfortunately but surely, is only one. 

All this puts very interesting questions to 
our traditional conception of the 
humanities; should the humanities remain 
locked up within a romantic ethical concep¬ 
tion of critique or should the humanities 
start re-negotiating certain of the renaissance 
ideals (without discarding (he romantic 
framework)? Should the humanities act as 
a bourgeois bastion by laying the grounds 
for massive introspection or should the 
humanities (as a gesture of response to the 
collapse of the giant 19th century social 
models) prepare its participants for specific 
targets and specific engagements? Both have 
their positive sides and their limits and if the 
two arc not put together, wc do not become 
politically able. In his essay, ‘What is 
Enlightenment?’, Foucault agrues thai if 
practices make what we are, we have, per¬ 
force, some common footing from which 10 
proceed, to undeistand, to act. But that 
foothold is no longer one which is univer¬ 
sal. guaranteed, verified or grounded. In the 
post-Foucaultiaii space, critique can no more 
feel secured about its epistemological foun¬ 
dations. its universal truths or normative 
grounds. When the centre can no more hold, 
the need emerges to localise the universal 
by tying them to their cthico-practices and 
comparing them to other competing prac¬ 
tices. If the 60* project was to expose the 
underlying dual structure of the welfare 
slate, the 90s is faced with an equally im¬ 
portant and far more difficult challenge, 
namely, to define and operationalise, what 
Gordon calls, a governmental logic foi (he 
left It is for intellectuals to question their— 
secured and preferred—patriarchal role as 
supporters of the ideological chorus line and 
mould themselves as active interlocutors in 
the act ol governing. A commitment to the 
changing shape of the thinkable calls tor 
locating potential transformations inscrib¬ 
ed in what is actually existing. Instead of 
being a routmised supplier of mere critique, 
today's intellectual needs to provide a more 
informed basis for practical choice and 
imagination 

Notes 

I Bourdui: considers Derrida the latest exam¬ 
ple ol privileging philosophy with unflin¬ 
ching dcieiminalion Derrida’s locus on 
wining and typography, he argues, is the 
result of putting content into form and a 
rejection in advance of any summary aim 
mg to -.cpar.ite content from form To 
Bourdieu. this amounts to a denial of the 
most fundamental intention of work and 
is pari of a conscious strategy "to perform 
the epochs- ol everything by which the 
philosophical lext affirms its existence as a 
philosophical lext, ie., its disinterestedness', 


its freedom, and hence its elevation. Its 
distinction, its distance from all vulgar 
discourses” |I98S:49$|. 

Derrida can, Bourdieu continues. only 
philosophically it'll the inith about jhe 
philosophical reading, w hich is the best way 
ot not telling it. 

Bourdieu here plainly misreads Derridas He 
operates with a restricted notion of 
Derrida’s writing and attacks his notion of 
leading in (he interstices on the basis of a 
hermetic ontology of ouisidc. What 
Boutdicu fails to consider is that form is 
both rational and maiciial. Form gives em¬ 
pirical reality io menial entities; as words 
ji acts or representations, it embodies 
thought maienally Form negotiates the two 
realms of 'materiality' and ‘ideality’ while 
working toward an effective annulment of 
ihe logic (hai holds ihem in a neat binary 
opposition by showing 'each within each' 
and thus, finally, effecting its own effacc- 
menl Derrida points at ihelic-up between 
reason and representation: ihe latter as a 
combination of the contingent or the in¬ 
determinate and the structuring rules ot 
order infects the former. (Habermas, who 
also aigues for necessary inheritance of 
reasoning in communication, fails to ap¬ 
preciate this point Hence his project falls 
lar short ol ihe democratic ojrenness it 
seeks ) 

2 louuult never chose or had lime to work 
up m a final written form his researches on 
governmcntality His two lecture series, 
'Secuiny. Territory and Population’ [1978] 
and 'The Birth ol Biopolilics' [1979) are (he 
only sources available in this area, Recently, 

( olm Gordon (along with Graham Burchcll 
and Peter Miller) has translated and edited 
them in the form ot a book entitled. The 
him anil h'./Jet I. Studies m Governmentatity 
|london. 1991) Apart from the articles of 
Foucault, ihe book also contains the con- 
Inbuiions ol fellow researchers in this area. 
Gordon's own long introductory piece 
makes excellent reading and is a substan¬ 
tial addition io this emerging field 

3 1 1 is important io remember here thai for 
Wcbci, ‘departments ol existence’ is not an 
epistemological concept; m other words, 
i hey are not meani to solve problems of how 
we recognise ihe world In the Weberian 
sense, bureaucracy, religion, agricultural 
labour are all departments of existence. 
Webei also calls them 'orders of life 1 ( Lehen- 
sordnuny ) Not every order of life gives rise 
to an order of knowledge. Sometimes they 
simply give rise lo practices of government 
that truer aha may have implications for 
knowledge (For more in this line, see 
Wilhelm Hennis |I9XK| Max Weber: Essays 
in keionstructton ) 

4 Nergi is a good example here. He privileges 
the posimodern lack of ontology and takes 
it as the basis of (he political autonomy of 
the new revolutionary subject’ of com¬ 
puterised capitalism. Taking clue from a 
relaiisely obscure argument of Grundrisse, 
he calls it ihe journey through the various 
‘figures of self-valorisaiion’ (see, Antonio i 
Negri, The Mines of Subversion: A ' 
Manifesto for the Twenty-First Century, 
Cambridge, UK Polity Press). 
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5 Nationalist ideologies formed around the 
twin ideas of an existential enemy and a 
heroic martyr 'eader (Blackburn, 1990:195] 
are far from being a spent force. A recent 
example is the alarming rise in popularity 
of the Repubhkaner in Germany which 
vows to free the country of aliens (defined 
in clearly racist terms). In many third world 
societies, such ideologies haw; assumed 
disturbing proportions since the 70s. 
Judaism and Islam are two such widely 
discussed instances In India, the recent rise 
of militant Hindu cultural identity move 
menl as a competing state ideology is 
another of such examples All ihese 
ideologies, hooked as they are to versions 
of mythological pasts, banks on a politics 
of memory for their notorious rhetorical 
force. 

6 For Habermas, language tv ari interest of 
reason, the key to the coiicpi of a social 
order based on the autonomous lespnn 
sibility < Mundtgkeit ) of individual auoiv 
In his neo-Kantian scheme, the ideal gels 
related to the real as a condition ol ptnwbili 
ty while u may be argued dial Ihe gap 
between the idotl conditions and the actual 
circumstances evicts only hv sutue ol a 
transcendental viewpoint or more ap 
proprialely in this case, a reconstituted a 
prion 

Not surprisingly, Habermas misreads 
Foucault In his two essavs cm Foucault. 
Habermas |I987) blames Foucault’s 
historiography for not having any intrinsic 
validity. Ironically, Foucault was aiming 
precisely this discourses as functions ol 
power, tactical elements or blocks operating 
in the force-field ol relations existing only 
in the vicinity of other discourses 

7 For detailed research in this area in a 
German context, see Kosellcck's futures 
Past: On the Semantics of IliUoruul rime 
(1985] and Critique and Crisis [1988] 
Kosellcck demonstrates that as history as 
a field of knowledge gradually liberates 
itself from its earlier notion ol unconnected 
segments into one seculat whole, the various 
sectors of society (like industry, buicaucracy, 
police, educational apparatus, etc) which 
together create the fabric of modernilv 
emerge in an unrelated, unotchesi rated and 
contingent manner 
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The American Political System 

A Critique of Its Functioning 

Khalid B Sayeed 

Even as momentous political shifts are underway in many parts of the world the American model of democracy 
with its adjunct, the market system, has been presented as an alternative worth emulating. However, in spite of 
its facade of stability there is a dissenting view that all is not well with the American democratic model. Itve, 
the American system continues to process claims efficiently into policy outputs but analysis of voter turnout, 
the information level of the electorate, poverty levels, racial discrimination, corrupt practices and the functioning 
of interest groups suggests that considerable sections of American citizens may become progressively disaffected. 


WHEN the world is witnessing the steady- 
erosion and even disintegration of the 
Marxist system in the Soviet Union and 
eastern Europe, the American model of 
democracy with its adjunct, the market 
system, has been-presented as an alternative 
which both Marxist and third world societies 
should emulate A few political scientists and 
other observers have raised questions about 
the health and vitality of the American 
political system It is true that the American 
system continues to process demands fairly 
efficiently into policy outputs. Similarly, the 
American political system faces no major 
social unrest or protest movements. 
However, in sjtote ol this facade of stability 
there is a feeling abroad that all is not well. 
There is an air of cynicism among the great 
majority of citizens. There are no lively 
debates and discussions taking place in the 
US which are supposed to be the hallmark 
of a vibrant democracy. Because of the fact 
that the American voter often docs not have 
adequate information to exercise Iris vote 
meaningfully, questions have been raised not 
only about the low turnout even in presiden¬ 
tial elections but about the quality of the 
vote that has been exercised by the 50 I per 
cent voters who have actually cast their 
ballots in the presidential election of 1988 
Then there arc significant sections (often 
about 15 per cent of the population) who 
live below the poverty level. Because of some 
of the recent corrupt practices that have 
emerged on the policy side, it is possible that 
considerable sections of American citizens 
may become progressively disaffected if the 
process is not corrected. 

It was not too long ago (1963) that 
Almond and \ferba described the American 
participant civic culture as one in which “the 
role of the participant is highly developed 
and widespread”. It is obvious'that the 
citizens that Almond and Verba were refer¬ 
ring to as those with “a sense of obligation 
to take an active part in the community", 
“active members of voluntary associations", 
and competent enough to "influence the 
government, 1 should have considerable 
information as regards the way the system 
works, the candidates who run for office and 
the issues that are raised in a campaign. 
According to a recent survey entitled 
‘The American Media: Who Reads, Who 
Watches, Who Listens and Who Cares’, 


which was conducted by the Times Mirror 
Centre for the IVopleand the Press, only 12 
per cent of the population could be con¬ 
sidered “news sophisticates”, that is, those 
who are voracious consumers of newspapers 
and television new-, like The Sew Yorker, 
The Allantic, national public radio and the 
MacNeil/Lehier news hour. According to the 
same survey, another 39 per cent were 
serious news consumers, that is, readers of 
a news magazine, major metropolitan or 
national newspaper, and watchers of Sunday 
morning interview shows or the cable news 
netwoik. Another 41 per cent were moderate 
consumers who read a daily newspaper or 
listened to the news regularly and the 
remaining 8 per cent were non-users. The 
survey disclosed certain problems in the 
sense that people who said that they were 
readers of newspapers or watched news on 
television often exaggerated their claims. The 
survey revealed that while 74 per cent of 
those polled who said that they regularly 
watched the news on television, only 52 per 
cent said that they had watched the news the 
previous day. As lor the 54 per cent who said 
that they read a newspaper daily, 43 per cent 
admitted that they had not done so the 
previous day and probably not on the day 
they were being polled. J 

In 1990, the 1 irncs Mirror Centre for the 
People and 'he Press issued a report entitled 
‘The Age ol Indifference’. The icsults 
gathered from this survey revealed that 
“young Americans, aged 18 to 30, know less 
and care less about news and public affairs 
than any other generation of Americans in 
the past 50 years” 1 

The findings of the Marklc Commission 
on the Media and the Electorate relating to 
the presidential election campaign of 1988 
are more disturbing. Their central finding 
is that the American citizen is not a full and 
active participant in the electoral process. 
The commission states; “Our democratic- 
ideals suggest that the media, the candidates 
and the voters should interact in a kind of 
‘golden triangle’ of reason and responsibili¬ 
ty”' 1 According to this electoral triangle, the 
media, the candidates and the voters have 
to be clear and conscious in performing their 
respective roles and responsibilities. The 
media is expected to so inform the electorate 
that it cannot be easily misled by the can¬ 
didates. Similarly, the role of the candidates 


is to keep the electorate informed of their 
positions relating to public issues and 
policies and also to arouse their informed 
interest in the political process. The voters 
arc expected to be so conscious and zealous 
in seeking information about the issues that 
they are able to make judicious choices bet¬ 
ween the alternate policy positions of the 
candidates. 

This is how the political and electoral pro¬ 
cess is supposed to work in a democracy. But 
the way it actually works fills the Marklc 
Commission with apprehensions about the 
future prospects of American democracy. 
Public indifference, lack of knowledge and 
political apathy are at an all-time high. Even 
as enthusiasm for democracy ignites around 
the globe, it is waning in the very nation 
whose political traditions inspire others. (As 
many as 49 per cent of Americans did not 
know Dukakis’s running male was Lloyd 
Bentsen; nearly half did not know which 
party then ran Congress.) 5 
The Markle Commission reports about the 
presidential election of 1988: “Commission 
data found that most citizens were not suf¬ 
ficiently well-informed to recognise distor¬ 
tion ol the truth by candidates... the public 
got most of us information about the can¬ 
didates from the Bush campaign’s paid 
advertising”* 

When one looks at some of the publicity 
material provided by the Republican 
National Committee, one finds that in a 
pamphlet entitled ‘The Hazards of Duke', 
Dukakis was described as a "coddler of 
criminals" who provided “furloughs for 
felons” and granted "free passes to 
murderers”. His domestic policy was dubbed 
“liberal hypocrisy", and as regards his 
defence policy, the question was raised, 
"Will he place America in jeopardy?” The 
Markle Commission found that the stan¬ 
dards that the Bush campaign followed were 
low and distasteful. The campaign managers 
of Dukakis were not blameless either. “With 
the blessings of candidates, these handlers 
trivialise the political process and strongly 
contribute to the conviction that politics is 
a cynical, unsavoury business:’ 7 Very little 
paid political advertising by either party 
dealt with serious issues like the budget 
deficit, ditags or health egre. According to 
the commission data: “Of the more than 
7,000 news stories analysed,.. .only 20 per 
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tent of :he stories dealt with candidate 
qualifications and fewer than 10 per cent 
dealt with -ssues.”* 

DliMOCKAt Y AND POVERTY 

Democracy does not imply economic 
equality. Americans have often claimed that 
their democracy stands for equality of 
opportunity and not economic equality. If 
equality of economic opportunity does not 
ensure social justice, then one becomes scep¬ 
tical of the true meaning and inner content 
of the American dream. The fact that 
significant sections of major US cities and 
some rural areas suffer from the blight of 
poverty and alienation indicates that 
American society has not yet become fully 
democratic. If equality of opportunity does 
not ensure equal opportunities available- 
through a basic income floor and, above all, 
through equal educational and job training 
opportunities, then the Amencan dream will 
continue to ring hollow for significant sec¬ 
tions ol American people. As The 
Economist has pointed out. “They want to 
believe that anyone, no matter how humble 
his origins, can make it in America. But with 
the emergence of a huge and intractable 
largely black, underclass, that belief is now 
impossible to sustain" 1 ' 

Lee Bawden, a senior economist at the 
Urban Institute, has noted: “We spend less 
on social welfare as a per cent of GNP than 
any advanced industrialised country. That’s 
the American way, but it’s catching up with 
us on the homeless issue.” 1 " Many 
Americans seem to believe that ihc govern¬ 
ment should not mobilise any significant 
portions of the GNP for welfare or public- 
expenditures They think that big govern¬ 
ment, which rdies on higher taxes and larger 
expenditures, stifles economic growth. It has 
been estimated that governments in West 
Germany, Trance and the low countries 
mobilise from 40 per cent to 50 per cent of 
their respective GNP for funding their public- 
expenditures. In Sweden, the figure is as 
high as 60 per cent Contrary to the conven¬ 
tional American view, Garry Burlless, an 
economist with the Brookings Institution, 
has produced statistical evidence to show 
that countries like Norway, Sweden, West 
Germany, France, Italy, the UK and Canada 
have mobilised greater proportions of their 
respective total national output for social 
expenditures than the US and yet, with the 
exception of the UK, have all demonstrated 
faster growth rates than the US during 
1960-84” 

The doctrine ot equality of opportunity 
docs not take m’o aciount the fact that 
children of poor, divorced or single parents 
do not start from the same floor of oppoi- 
tuniiv Very few ihk«ien with -itch handi- 
i irw .... feud college education and 
therc-u ~e L.ti iioi possible tvxou c lawyers, 
doc'or. >• b- - cMocuti, .-i. Many 
Americj'i, j’c t i- ic oi! of --ich hard 
real.;,i v md <...t have a n.ach greater 
laith in the effective or just working of the 


market system than perhaps people in 
western Europe. The memory of the failure 
of the market system during the lime of the 
depression and the consequential need for 
slate intervention through New Deal legisla 
non and particularly the Social Security Act 
of 1935 seems to have faded. 

The Amencan political system seems to 
respond more effectively and dramatically 
to periods of crises, otherwise it seems to 
prefer an incremental path. It is significant 
that both in 1935 (the Social Security Act) 
and in 1965 (Medicare and Medicaid) social 
programmes were adopted because the 
Democratic majorities from the noith were 
large enough to overcome the combined op¬ 
position from southern Democrats and 
Republicans I he Economic Opportunity 
Act of 1964 was passed because the murder 
of president Kennedy strengthened (he hands 
ol president Johnson in pushing through this 
legislation which many Congressmen fell 
that the murdered president would have liked 
to see enacted into legislation 

In addition to the above measures, several 
other welfare programmes like food stamps, 
school lunches, subsidised housing, and 
above all, the Aid to Families with Depen¬ 
dent Children (AFDC) were introduced 
When one looks at what are called entitle¬ 
ments for which spending levels ate predeter¬ 
mined and which all administrations are 
more or less committed to maintain and 
therefore politically dilficult to change, they 
accounted lor about 38 per cent of federal 
outlays in 1988. Of these entitlements, some 
are means-tested and benefit the neediest 
people. Such means-tested entitlements like 
welfare, food stamps and Medicaid with 
benefits going to the neediest people con* 
stitutc only about 8 per cent of the federal 
budget. The great bulk of entitlements, that 
is, everything from student loans to social 
security, arc not means-tested and arc paid 
to anyone regardless of financial need. Of 
these non-means-tested entitlements, only 
about $1 of every $5 goes to the poor. 1 he 
other $4 are received by middle and upper 
middle income Americans. Thus, one can 
see how the middle and upper income 
groups take the bulk of the benefits accru¬ 
ing from the welfare programme. 

In spite of the fact that the welfare pro¬ 
gramme was not all that effective so far as 
the poor were concerned, president Reagan 
applied the axe by reducing by 25 per cent 
the state-determined Aid to Dependent 
Children and also introduced cuts in school 
lunches and food stamps. One can see the 
effect of such cuts when one finds that the 
average family income of the poorest one- 
fifth of the population dropped from $5,439 
in 1979 to $5,107 in 1987 (taking inflation 
into account). In 1980 there were about 17 
million “extremely poor people" in the US. 
It was estimated that a family of four 
belonging to this category of the poorest 
were living on an annual income of about 
$4,396, which represented half the federal 
poverty line. This meant that since such a 


family was likely to pay a rent biilof$200 
per month, they would be left with a daily 
budget oT $1.50 to cover all their other 
expenses. 12 

Under president Reagan's 1986 tax reform, 
individual rates were lowered from 70 per 
cent in 1981 to just 28 per cent as of 1988. 
As a result of these tax cuts, families below- 
the top decile (top 10 per cent) ended up pay¬ 
ing higher effective rates because they were 
burdened by tax increases on social security 
and excise and were not rewarded to the same 
degree in income tax reductions as the top 
decile. The richest families under these 
reductions would pay lower /ales largely 
because of the sharp reduction applicable to 
non-salary incomes from capital gains, 
interest, dividends and rents. Thus, it was 
becoming clear that the rich were getting 
i ichcr and the poor poorer. The House Wavs 
and Means Committee in a report publish¬ 
ed in March 1989 revealed that the personal 
income of those in the poorest 20 per cent 
of the population declined by 9.8 per cent 
from 1979 to 1987 whereas the richest or top 
20 per cent of the population registered an 
increase of 15.6 per cent of their personal 
income. Thomas J Downey, commenting on 
the growing gap between rich and poor, said 
that such trends were “inimical to the health 
of a democracy". Downey said: “You’are not 
going to have enough locks on the doors or 
police in the street to protect you from a 
generation of people who are not part of the 
mainstream of American economic life!' 1 ’ 

The growing income disparity between 
rich and poor is only part of the story 
because the disparity in wealth between the 
two classes is much greater. Wfealih is a bet¬ 
ter indicator of the handicaps that the poor 
suffer from in the so-called struggle to take 
advantage of equal opportunities that exist 
in the American system. If the poor do not 
have certain assets to start with, how are they 
going to struggle out of their poverty 
through education and training for better 
jobs? In July 1986 the Bureau of the Cen¬ 
sus produced its first survey entitled 
“Household Wealth and Asset Ownership: 
1984”. The message that comes through loud 
and clear from the census study is that 
wealth disparities between the rich and the 
poor are vastly greater than what simple 
income statistics suggest. One-quarter of the 
wealth in the US is possessed by the top 2 
per cent of American families. Median 
household net worth in 1984 was S 32,667 
with home ownership and this represented 
two-thirds of all households accounting for 
41 per cent of total net worth. The census 
study also highlighted the enormous racial 
imbalance that existed. Whites had nearly 
twice the income of blacks but owned 12 
times the wealth. The median net worth of 
black households was only $ 3,397. The 
median net worth of black female house¬ 
holders was only $ 671. Black female 
householders with income under $ 10,000 
had a median net worth oT only S 88. 

The findings of several commissions and 
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committees regarding children make even 
more grim reading. It has been reported thal 
more than 20 per cent of the American 
children livebdow the official poverty line. 
This figure goes up to 30 per cent for cities. 
Minority children are poorer—45 per cent 
of blacks and 39 per cent of Hispanic 
children. In a rich country like the United 
States, as many as 1,1)0,000 children ate 
homeless. 

Can Americans argue that as long as 
extreme forms of poverty arc confined to no 
more than 15 per cent to 20 per cent of the 
population, the American system can con¬ 
tinue to be democratic because the govern¬ 
ment will enjoy the support of the great 
majority of the people who are more pro¬ 
sperous than most of the people in the 
world? But American democracy is not 
simply a majoritarian system. Since certain 
ideals are enshrined in the constitution and 
documents like the American Declaration of 
Independence, Americans are likely to be 
faefd with two problems. First, their com¬ 
mitment to their constitution will constant¬ 
ly remind them of the gulf that exists bet¬ 
ween the promises of the constitution and 
the performance of the government. In ad¬ 
dition, the American system is supposed to 
be a pluralist system under which any group 
of people, either through pressuring the 
Congress or through outside agitation and 
demonstrations, can seek redress foi their 
plight from the constitutional system. 

American democracy and Raciai 
Discrimination 

The “religion of the republic”, said Sidney 
Mead, “is essentially prophetic” because “its 
ideals and aspirations, stand in constant 
judgment over the passing shenanigans of 
the people, reminding them of the standards 
by which their current practices and those 
of their nation are ever being judged and 
found wanting”. 14 According to the 
Declaration of Independence, all men arc 
created equal possessing certain inalienable- 
rights which include life, liberty and pursuit 
of happiness and a government which is 
destructive of these ends can be altered or 
abolished by the people. The United States 
fought a civil war over the question of 
slavery and when it was abolished, the Four¬ 
teenth Amendment (1968) declared that “no 
state shall make or enforce any law which 
shall abridge the privileges or immunities of 
citizens of the Unites States; nor shall any 
state deprive any person of life, liberty or 
property, without due process of law..." It 
was not until 1965 that the Voting Rights Act 
was passed. Thus, even though blacks were 
supposed to enjoy certain basic civil and 
human rights, Americans for nearly 100 
years after the civil war lived with the glaring 
contradiction that existed between what the 
constitution promised and what was 
available to their fellow citizens. In a way 
this is the great advantage of a written con¬ 
stitution. A written constitution pledges 
itself to certain goals. Since existing institu¬ 


tions may not be able to implement those 
goals, the people living under such a con¬ 
stitution will always be aware that democracy 
is an ideal with unfulfilled promises. As 
Fluntington points out: “The promise of the 
American future is the indictment of the 
American present:' 15 

One can see how this dissatisfaction with 
the slate of affairs during the 1950s and 
1960s on the part of both blacks and whites 
triggered certain changes. But it was not the 
political leadership which initiated these 
changes. It was the Supreme Court which 
played the pioneering role in helping blacks 
to achieve racial equality. This was brought 
about through the historic judgment of the 
Supreme Court in Brown v Board of Educa¬ 
tion which was announced on May 17. 1954. 
Chief Justice Warren, who delivered the 
opinion of the court, declared: ‘Segregation 
of white and coloured children in public 
schools has a detrimental effect upon the 
coloured children. The impact is greater 
when it has the sanction of the law; for the 
policy of separating the races is usually In¬ 
tel preted as denoting the inferiority of the 
Negro group.” 

It looked asil while leadership, particular¬ 
ly in some of the southern states, had no in¬ 
tention of obeying ihe call of the Supreme 
Court and continued to subject blacks to 
discrimination and segregation in public 
transport like buses, trains, airplanes and 
waiting rooms !► was after Kennedy's 
assassination thal president Johnson was 
able to win congicssional approval for the 
Civil Rights Act of 1964 and the Voting 
Rights Act of 1965. The result of black elec¬ 
toral participation was not only the election 
of blacks to public office, but also ihe ability 
of black voters to influence the election of 
liberal or progressive white officials. In 1968 
there were only 248 black elected officials 
in the south, but by 1981 there were 2,535 
and by 1987 the number of such officials was 
4,287. In 1987 there were 23 black members 
of Congress, 400 members of state 
legislatures, 303 mayors, with the total 
number of black elected officials being 
6,646. In 1970 the total number of such 
officials stood at 1,479. 14 

Die Civil Rights Acl of 1964 not only 
dealt with the enforcement of the constitu¬ 
tional tight to sole on the part of blacks and 
desegregation ot public accommodations, 
bin also cicaicd a commission on Equal 
Imployment Opportunity (EEOC) with 
powers to enforce the ban on discrimination 
by employers and labour unions. The main 
instrument thal the EEOC employed lo en 
force its non-discrimination plans was af¬ 
firmative action Under ihe affirmative ac¬ 
tion programme, a certain proportion of new 
jobs for minorities would beset aside or. in 
the case of job training, it was ensured that 
black employees would be given access to a 
certain proportion of such opportunities. In 
several cases before the courts the opponents 
ot affirmative action claimed that if a cer¬ 
tain number of jobs and training oppor¬ 


tunities were reserved by employers for 
blacks and other minorities, white employees 
would be subjected to unlawful discrimina¬ 
tion. The court in some cases suggested that 
to meet the requirement of law, affirmative 
action plans should be used as temporary 
measures to correct certain imbalances aris¬ 
ing from past racism, but such plans should 
not be used to perpetuate a raciai balance. 
Similarly, under such plans white workers 
should not be fired and blacks hired in their 
places. The Reagan administration made it 
clear that they were opposed to affirmative 
action programmes involving numerical 
goals and quotas to rectify discrimination 
that blacks or other minorities or women 
had faced m the past. The administration 
also asked federal courts to modify affir¬ 
mative action plans by getting rid of goals 
and quotas that had been imposed by the 
courts on state and local governments. In a 
series of decisions, the Supreme Court 
declared that there should be a distinction 
between hiring and layoffs. At the hiring 
stage employers could use affirmative action 
to correct past discriminatory imbalances, 
but to lay off white workers because of their 
race meant that they were not being 
guaranteed equal protection of the laws. 

Flow does one assess the results of cer¬ 
tain conscious policies adopted under affir¬ 
mative action programmes? Can one say 
that blacks and other minorities are much 
less subject to the slings and arrows of racial 
discrimination and that they are enjoying 
more and more the American ideal of equal 
opportunity? In certain limited areas the 
position of blacks has improved con¬ 
siderably. The proportionate numbers of 
blacks holding professional and technical 
jobs have tripled during the period 1958 to 
1977 Similarly, the percentage of black 
women working as domestics fell from 37 
in 1958 to 9 in 1977 and the percentage of 
black clerical workers increased from 7 to 
26 during the same period. However, blacks 
could still point out that their numbers in 
occupations like executive/managerial, pro¬ 
fessions and sales were still half of those held 
by whites. 17 Another complaint would be 
thal the unemployment rate of black adults 
continues to be twice thal of white adults. 

Title 6 of the Civil Rights Act of 1964 was 
quite emphatic in prohibiting racial 
discrimination in any programme, including 
housing, financed by the federal govern¬ 
ment. The Civil Rights Act of 1968 pro¬ 
hibited racial discrimination in the sale or 
rental of housing. When residential segrega¬ 
tion continued more or less unabated, the 
Congress enacted a new housing law with 
severe penalties on those who practised 
racial, gender and religious discrimination 
in the sale or rental of housing, in spite of 
all such attempts, the cruel reality is thal 
most Americans continue to live in racially 
segregated neighbourhoods. 

A study undertaken by social scientists 
from the University of Chicago in August 
1989 disclosed that "hyper segregation" ex- 
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isted in north-eastern and mid-western cities 
with Chicago being the most segregated. The 
study emphasised that the effects of pro¬ 
longed and severe segregation could be 
discerned in higher poverty, crime and 
unemployment rates among blacks. The 
main conclusion was: “Where you live deter¬ 
mines the chances you gel in this world... 
If you’re isolated from the mainstream, it’s 
not a fair world, it's not a fair contest. 
Segregation is structural underpinning of the 
underclass!'" 

A report released in July 1989 by the 
National Research Council in Washington, 
commenting on the nature of segregation in 
areas like housing and educational oppor¬ 
tunities, stated that "the status of blacks 
relative to whites has stagnated or regress¬ 
ed since the early 1970s”. The report also 
pointed out that the values of equal oppor¬ 
tunity and equal treatment for blacks were 
not accepted by’whites "when they would 
result in close, frequent or prolonged social 
contact”. 1 ' 1 

In a city like Detroit whites have migrated 
to the suburban areas and the inner city has 
become virtually a black city with the local 
government entirely under black control. 
This has resulted in considerable hardening 
of the attitudes on the part of the two races 
It has been reported that in Detroit “white 
people are proud to say, ‘I haven't been 
downtown in 10 years’”. 2 ' 1 

‘ in an atmosphere surcharged with racism 
and fear that seems to plague the relation¬ 
ship between American whites and blacks, 
how can one be sanguine about the 
emergence of a genuine democratic society 
in the United States? Democracy does 
not depend merely on the adherence of 
American citizens to certain majoritarian or 
pluralist principles A democratic society is 
anchored deeper in the richness of life and 
the free and full debates that take place in 
such a society. American society is not likely 
to develop such characteristics if the relation¬ 
ship between its people are infected with so 
much suspicion and fear bordering on 
mutual hostility. 

The grimness of this situation is lurther 
confirmed when one looks at the pheno¬ 
menon of the underclass. It is true that the 
civil rights legislation of the 1960s raised the 
economic status of considerable sections of 
blacks who have joined the ranks of the 
American middle class. Along with this im¬ 
provement, one has to take into account the 
total despair that stares many blacks in the 
inner cities and urban ghettos. The 
Economist, a journal which is often op¬ 
timistic about the future of the United 
States, has described the situation as follows: 
“Over a third of blacks have incomes below 
the official poverty line... In the inner cities 
the United States is developing an underclass 
perhaps 5m-7m strong in which poverty is 
handed on from generation to generation, 
it is a concept foreign to the whole American 
ethos.” 11 

The above description was given in March 


1986. More than 3-1/2 years later. The 
Economist, while referring to the slum areas 
of central Harlem, Brownsville, Bedford- 
Siuyvesant and parts of the South Bronx 
said that they were inhabited increasingly by 
one class belonging to one colour. In these 
areas the institution of the family had col¬ 
lapsed with 4/5th of the central Harlem 
babies being illegitimate “Infant mortality 
in the black slums ir, 2-1/2 tunes as high as 
in the city as a w hole; the incidence of tuber¬ 
culosis 20 times as high In some areas 70 
per cent of children drop out of high 
school.”” 

Recently the New England Journal of 
Medicine published a report analysing the 
health problems of New York's central 
Harlem health district which has a 96 per 
cent black population, 40 per cent of whom 
are living below the porertv line To 
dramatise us findings, the report pointed out 
that in Bangladesh, 55 per cent of men and 
50 per cent of women lived loage 65 whereas 
in Harlem only 40 per cent of men and 65 
per cent of women lived lhal long 21 This 
goes to show how the pool in the United 
Slates, one of the world’s richest countries, 
share Iheir problems with the people of a 
country like Bangladesh, which is considered 
poor even by thud world standards 

IN I HUM GROM'S AND I ML SMtVl KSION 
Ol AMI RK AN PlliRAt ISM 

Many American political scientisis 
have interpreted the American model ol 
democracy to mean that government by the 
people operates through a multiplicity of 
interest groups competing againsi each 
olher Interest gioups may be defined as 
associations of people who share certain at¬ 
titudes and goals and who seek to influence 
government policy in pursuit ot their goals 
The First Amendment to the American con¬ 
stitution. which incorporates the freedom of 
assembly clause, clearly upholds the right to 
organise such groups. The kind of political 
activities that have emerged as a result of in¬ 
terest groups trying to influence government 
policy has been described by Theodore Lowi 
as interest group liberalism. Since the 
political system consists of a network of sub- 
governments, the key activities of interest 
groups in pursuit of their policy interests is 
to try to penetrate and influence congres¬ 
sional committees and sub-committees 
which deal with the policy concerned and 
also try to influence government agencies 
which are engaged in the administration of 
that policy. Thus, some writers have refer¬ 
red to interest groups with their policy in¬ 
terests trying to influence congressional 
committees and administrative agencies as 
iron triangles. 

The central criticism that has been ad¬ 
vanced against the pluralist theory is that it 
tends to disregard the highly unequal power 
and influence of certain social classes or 
giant corporations which stand behind in¬ 
terest groups. To E E Schattschneider, this 
pluralist competition is not open to groups 


other than certain well-organised or power¬ 
ful interests. “The flaw in the pluralist 
heaven is that the heavenly chorus sings with 
a strong upper class accent.” 14 Senate 
minority leader Robert Dole once pointed 
out that he had not been recently approach¬ 
ed by any Poor People’s FAC (Political 
Action Committee). Writers like C Wright 
Mills ( The Power Elite) have described this 
process as elitist and based on unequal 
power and resources of the interest groups. 
They would also argue that interest group 
liberalism has made the American system 
not as a government by the many but by the 

lew. 

The unequal power that interest groups 
like those representing big business or 
manufacturing exercise flows from the fact 
that the operations of the interest group 
system represent a series of iron triangles. 
A graphic description of such a system tuns 
as follows: 

In this tight interlocking syslem, (he interest 
groups arc working with the agency as well 
as with (he committee members. Each part 
ot the mangle supports the other. Thus as 
Rockwell international worked with Con¬ 
gress, it also sought support for its bomber 
among Pentagon officials in the Department 
of Defence. The Pentagon people helped 
Rockwell in persuading the Congress. 1 ’ 

It is obvious that this inequality of power 
depends upon the superior resources in 
terms of money, organisation, skills, exper¬ 
tise and information that certain interest 
groups bring to bear in manipulating the 
pluralist system. 

How do Americans, who are brought up 
to believe that their system ol government 
is probably more democratic than that of 
many other systems, tolerate a political pro¬ 
cess which is being manipulated by a few 
well entrenched interest groups representing 
mostly big corporations? An insightful 
explanation :hat Edward S Greenberg has 
offered is that big corporations with their 
interest groups are economically powerful 
because they enjoy considerable political and 
public support in American society. 
Americans tend to support the private sec¬ 
tor as a whole against public undertakings. 
Recently a majority of Americans have ac¬ 
cepted the Reagan doettine (hat big govern¬ 
ment is bad, but seem to be tolerant towards 
the idea that big business is socially good. 
Large numbers of Americans tend to depend 
for their employment and financial well¬ 
being on the prosperity of giant corpora¬ 
tions. There are about 3,50,000 people 
employed by American Telephone and 
Telegraph, over 9,00,000 by General Motors, 
over 2,80,000 by Ford and about the same 
number by General Electric, and over 
5,00,000 by IBM. 26 

A few or the corporations have also tried 
to broaden their support through sub¬ 
contracts m as many states and constituen¬ 
cies as possible T his is a shrewd strategy for 
when they mount their pressures on Con¬ 
gress, the congressmen and senators would 
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be aware that the interest groups concerned 
have wide •onstituency support throughout 
the country The support that Rockwell 
International has received through such a 
vast network of sub contracts has been 
described as follows' 

Rockwell International devised an 
elaborate series of sub-comracts to 5200 com¬ 
panies in 48 states When the com reset 
sial bomber runs into trouble the 
members hear from the local industiies ihat 
have the sub-contracts Subcontracting, 
many critics say. reduces the tflicieiicc and 
quality of production 27 
Americans have been persuaded into 
believing that business ethics or business 
philosophy or the pressure group activities 
of business groups are all integral parts of 
a social and economic system which pro¬ 
motes public well-being f his explains the 
enormous influence that (he business sector 
has come to exercise over American govern¬ 
ment. In this regard C harles Lindblom's 
insightful observation may be cited: "In the 
eyes of government officials businessmen 
do not appear simply as the representatives 
of a special interest, as representatives ot 
interest groups do. They appear as func 
tionaries performing functions that govern¬ 
ment officials regard as indispensable!’’* 

I he above statement clearly indicates that 
in the eyes of the government as well as the 
public, representatives of business groups are 
custodians of the public interest. As Charles 
Lindblom points out, when a government 
official is considering the need or desirability 
to reduce taxes on businesses, he thinks that 
this is not merely a matter of extending 
government favour to narrow interests but 
one which affects the well-being of the en¬ 
tire society. As the saying goes, what is good 
for General Motors is good for the country. 
The central question that we need to examine 
here is how far an tnierest gtoup in pursu¬ 
ing its specific interests promotes the well¬ 
being of the society as a whole? Secondly, 
in what precise ways are interest groups per¬ 
forming functions which help the political 
system m producing sound public policies? 

In support of interest group activity, one 
can argue that interest groups provide con¬ 
siderable information about business, 
technology, and the stale of the economy to 
legislators and government off icials. Some 
interest groups can also argue that m pur¬ 
suing their private interests like tax con¬ 
cessions to certain industries like oil or 
automobiles they have in the past served the 
public interest by helping the American 
economy and general employment condi¬ 
tions. But recently more and more severe 
criticism of the way interest groups promote 
their narrow, selfish and sometimes anti¬ 
social interests has surfaced. It is well known 
that the National Rifle Association, a lobby 
for the gun manufacturers, has been suc¬ 
cessful for years in preventing Congress from 
adopting any major gun control legislation. 
As for the tobacco lobby, one can see the 
extent of their power when their industry 


spokesmen claim that they have defeated or 
frustrated anti-smoking laws 90 per cent of 
the time at the state level and around 75 per 
cent at the local level. 2 * What is astonishing 
is that the tobacco industry can exert so 
much influence and power in spite of the fact 
that the government has issued a series of 
warnings based on research about the con¬ 
nection between tobacco and cancer and 
heart disease It is ironic that the same 
United Slates government, which may 
ct incise the cigarette manufacturers for caus¬ 
ing damage to public health, under pressure 
from the tobacco lobby provides cash 
rewards to those who grow the poisonous 
product. Mos? of the members of the House 
Tobacco Sub-committee arc from the tobac¬ 
co glowing slates. 

As for the role of interest groups in effi¬ 
cient policy making, the criticism that has 
been advanced is that their lobbying tactics 
result in so much pulling and hauling of the 
legislators that they arc disabled from pro¬ 
ducing coherent policies. Robert Lineberry 
has pointed out 

Hard choices about national policy never get 
made We favour business and labour, 
highways and mass transit, poor and rich, 
railroads and truckers, tobacco interests and 
cancer fighters we pretend we do not 
really have to choose at all. and try to favour 
them both—surely a prescription lor policy 
paralysis. 10 

In a democracy political parties are sup¬ 
posed to play the central role both in infor¬ 
ming the electorate regarding political issues 
and in helping the candidates in organising 
and conducting the election campaigns for 
seats in the legislature, and the presidency 
in the case of the United Slates. It seems that 
this role of political parties in the American 
political tradition has been pre-empted and 
undermined bv business and other interest 
groups. 

I he problem of interests like trade unions 
and corporations using their lunds to 
finance the election campaigns of represen¬ 
tatives and senators with a view to influen¬ 
cing then votes on specific bills became so 
serious that under the campaign finance 
relarms ol the 1970s, it was stipulated that 
unions and corporations could not use their 
own lunds lot campaign contributions. This 
restriction led to the emergence of Political 
Action Committees (RAC's). Since unions 
and corporations could not directly make 
donations to campaign funds, they got 
around the restriction by creating Political 
Action ( ommittees which could raise funds 
and make contributions to the campaigns of 
congressmen and senators. The number of 
PAC s grew trorn 608 in 1974 to more than 
4,0(X) in 1984 A factor which accelerated the 
growth of such committee was the rapidly 
mounting costs of conducting a congres¬ 
sional election campaign. According to one 
estimate, it took j 4 million to win an 
average Senate race in 1988 Since 1982, these 
costs had doubled. One of the factors which 
fuelled this rise in campaign spending was 


the availability of special interest money. 

Senator David Boren from Oklahoma in 
his article ‘Capitol Hill—or Capital Hill?’ 
has reported that PACs poured as much as 
$ 156 million in 1988 (S 50 million to Senate 
candidates and more than S 106 million to 
House campaigns) into campaign funds. It 
was significant that the PACs donated as 
much as four times the funds to incumbent 
senators as they did to challengers and 
similarly contributed in terms of an 8 to I 
ratio to sitting congressmen as against 
challengers. This explains why as many as 
98 per cent to 99 per cent of hyuse members 
are re-elected again and again. 11 PACs want 
to support mostly winners so that if they 
made a mistake in supporting the loser, they 
would turn round and make amends by 
donating funds to those whom they did not 
support originally. 

I here ha'-c >>oen suggestions to eliminate 
direct PAC contributions to congressional 
campa'gns but such reform proposals are 
likely ... encounter a series of loopholes 
under which PACs may be able to contribute 
funds indirectly. Under a loophole in the 
existing campaign law, special interest groups 
are allowed to contribute hundreds of 
thousands of dollars for buying television 
advertisements. Another loophole is money 
donated through 'soft money’ contributions. 
According to the law, individual contribu¬ 
tions to specific candidates are limited to 
S 1,000. But for general party building pur¬ 
poses. the limitation on such a contribution 
is S 1,00,000 According to Senator Boren, 
in the 1988 presidential campaign the cam¬ 
paign funds of the candidates received S 40 
to S 7n million in party building funds from 
state and national political party 
committees. 

I he linkage between PAC contributions 
to congressmen and senators and their votes 
cast on specific issues are sometimes closer 
than the linkage between PAC contributions 
and the election of senators and represen¬ 
tatives. An example of the linkage between 
donations and votes is one which occurred 
in November 1983 when the 250 house 
members voting for the retention of dairy 
price supports had been given $ 1.7 million, 
about $ 6,800 each, from a dairy PAC. The 
comment of a congressional critic like Gregg 
Easterbrook is: “Money rarely buys elec¬ 
tion.. Money can. however, buy individual 
congressmen’s votes on a bill, or distort con¬ 
gressmen’s thinking on an issue—normally 
all an interest group needs to achieve its 
ends.”' 2 

It is becoming increasingly apparent that 
the cost to the taxpayer in the 1990s of bail¬ 
ing out the numerous. savings and loan 
institutions (S and Ls), which failed during 
the 1980s, would amount to several hundred 
billion dollars. It has been estimated that 
cxini if the cost were as low as $ 200 billion 
t>r more (some recent estimates pul that cost 
at over S 500 billion), this represents much 
mote than what the government is likely to 
s|>end on such vital social problems like pre- 



school education, drug control and aid to 
ihe homeless. The cost to every American 
laxpaver will be more than S 1.300.” 

[he origins of the financial disaster 
relating to the S and I.s go back to the period 
oi the Carter administration when high in¬ 
terest rates created by galloping inflation 
threatened to bankrupt the savings and loan 
industry. The central problem was that the 
S and I. institutions, having tied up their 
money in long-term, low interest home mor¬ 
tgages, could not compete with other finan¬ 
cial institutions which could offer high rates 
of interest to their depositors. One could 
sec how both the Democrats and the 
Republicans were responsible for the crisis 
that emerged. In 1980, with Congress con¬ 
trolled by Democrats, legislation was ap¬ 
proved lifting the limits on interest rates that 
savings associations could pay and at ihe 
same time allowing them to make consumer 
loans and invest their funds in commercial 
real estate. In 1982 and 1983, when Ronald 
Reagan was in the White House and the 
Senate was under Republican control, 
legislation enabling the institutions to make 
unsecured commercial loans and to invest 
vast amounts of money in commercial real 
estate was approved Since the Reagan ad¬ 
ministration was determined to relax regula¬ 
tions, far too few regulators were appointed 
to monitor this system A crisis involving 
enormous losses to the S and Ls emerged 
in the mid-1980s when falling oil prices led 
to a collapse of land values, particularly in 
the south-west and California. Unscrupulous 
owners of S and Ls made huge profits if 
their risky commercial and land investments 
turned out to be profitable. In numerous in¬ 
stances, when the gamble failed, the govern¬ 
ment had to intervene to pay off the 
depositors. 54 

How various interests representing the 
S and L industry influenced senators and 
representatives to pass legislation by con¬ 
tributing generously to their campaign funds 
is explained in some detail in a Common 
Cause study entitled It's a Wonderful Life , 
published in June 1990. The favours that the 
legislators granted to this industry ranged all 
the way from deregulating the thrift industry 
to then making attempts to bail it out when 
the S and Ls were faced with enormous 
financial losses. According to this study, 
Sand L interests contributed over $ II 
million to congressional candidates and 
political party committees. The Common 
Cause study lists 81 senators and 184 
representatives who received savings and 
loan contributions between January 1981 
and April 1990. In the same study, the 21 
members of the Senate Committee on Bank 
mg. Finance and Urban Affairs arc also 
listed as recipients of S and L contributions 
during the period January 1981-April 1990. 
The study also reveals that six individuals 
associated with savings and loan contributed 
S 6,00,000 in federally illegal ‘soft money’ 
contributions to president Bush's 1988 
presidential campaign. According to the 


president of Common Cause, Wertheimer, 
all these contributions constituted “the worst 
financial scandal in American history and 
yet members of Congress have done nothing 
to change the campaign finance system that 
allowed it to happen”.’ 5 

It is significant that even president Reagan 
in his farewell address warned against the 
growing power and permanence of the net¬ 
work consisting of individual members in 
the executive branch, congress and special 
interest groups. This network, which he 
described as the ‘iron triangle’, controlled the 
debate on specific issues and made sure that 
outsiders did not have any voice in the 
policy-making process. 

Wljy has corruption eff this magnitude 
emerged in a political system which claims 
to be a modd for other nations? Many 
observers have attributed this pioblem to 
greed. Particularly under the Reagan ad¬ 
ministration, greed was given ideological 
justification and presented as the capitalist 
concept of social utility of greed. The pro¬ 
blem, however, is of a deeper and more per¬ 
manent nature Social utility of greed, 
instead of being controlled and regulated 
severely, has been given several institutional 
outlets and even encouraged in the American 
pluralist system. We have already identified 
these institutions as the numerous interest 
groups dominated by certain business, finan¬ 
cial and industrial groups. Wt have showed 
how these interest groups have penetrated 
both the congressional committees and the 
executive branch. We have also noted that 
interest groups have more or less pre-empted 
and even undermined the role of political 
parties in the sense that is these interest 
groups which play a vital role in mobilising 
political support for representatives and 
senators at the constituency level and in elec¬ 
tion campaigns 

According to the Senate Office of Public 
Records, the number of lobbyists has risen 
from 4,800 in 1980 to 6,821 by the end of 
May 1990. One of the significant changes 
that has taken place in the lobbying tactics 
during the last 10 years is the emergence of 
what has been described as "direct-from the 
district appeal”. It is well known that the 
majority of Americans want gun control, 
but the National Rifle Association bv 
generating letters from home districts has 
persuaded individual members of the Con¬ 
gress from voting for controls because it 
would be poiuxallv loo risky. Horace Deets, 
executive director of the American Associa¬ 
tion of Retired Persons, which has 32 million 
membeis has cod “If we were to generate 
500 letters to any congressman's office, I 
guarantee you would have his attention? 54 

How does one assess the shortcomings of 
the American pluralist democracy? The vi¬ 
sion that it promises is a democratic polity 
in which poliucally equal citizens are able 
to utilise the resources and institutions that 
democracy has made available to them. Why 
is there such a noticeable gulf between the 
vision and reality so that the economic 


oligopoly of the corporate sector has been 
converted into the political oligopoly of 
interest group liberalism? This has further 
produced a system of income distribution 
under which there has grown an underclass 
which forms a part of about 32.5 million 
poor people according to the 1987 figures. 
Even when poverty rales hovered between 14 
and 15 per cent during 1985-87, it was being 
pointed out that the United States had a far 
larger proportion of its population being 
poor than other capitalist countries like 
Canada, West Germany and Japan. The 
figure of 32.5 million people being poor was 
based on the floor income of $ 12,092 for 
a family of four. These figures have been 
revised upwards to $ 15,017. This is because 
families now spend 1/5 of their income on 
food and much more on housing as com¬ 
pared ro the 1965 estimates. Thus, according 
to the present calculations, 13 million more 
Americans should be added to the number 
of poor.’ 7 One of the reasons why the 
American system tolerates over 45 million 
of its population being poor is because the 
United States lacks left-of-centre political 
parties which would advocate a greater 
measure of social justice and draw votes 
away from the other two major parties which 
tend to be coalitions of conservatives and 
liberals oi rich and poor. 

There are tw dimensions to the problem 
of poverty. First, there is the obvious ethnic 
or black/white dimension in which poverty 
is concentrated among the blacks. We have 
also referred to the increasing racial segrega¬ 
tion that has emerged in some of the major 
cities of the United States in spite of the 
legislation relating to civil rights and voting 
rights of the 1960s. The second dimension 
of poverty transcends racial fines and affects 
both blacks and whites. Economists and 
sociologists have expressed concern about 
the appearance of dual economies along the 
Atlantic and Ricific coasts. I here arc two 
Oregons, two Bennsylvamas, two C'arolinas. 
The metiopolitan, prosperous areas with 
their banking, insurance and research enter¬ 
prises co exist with the depression of small 
tosvns brought about by the loss of textile 
mills, apparel plants or shoe factories. 58 
What implications do these elhnic and class 
divisions have for the democratic discourse? 
When conflicts and hostilities between races 
and classes set in, it becomes difficult for 
the majority and minority groups to engage 
in any meaningful or creative dialogue which 
is essential for the democratic process and 
for such conflicts to be resolved through 
peaceful means. 

The above discussion raises iwo fun¬ 
damental issues relating to the future of 
American pluralist democracy. The Titsi is 
the virtual neglect of the public interest as 
opposed to private gam that has dominatd 
the political discourse in the United States. 
As Daniel Bell has put it: “The United 
States, so strongly individualist in temper, 
and so bourgeois in appetite, has never 
wholly mastered the art of collective solu- 
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tions, or of readily accepting the idea of a 
public in; .rest, as against private gain”’ 9 
The second is that more than any other 
society many Americans tend to measure 
their development in terms of per capita 
gross national product (GNP). The Human 
Development Report 1990 rates the basic 
quality of life in 130 countries. In terms of 
the traditional measurement, that is, per 
capita GNP, the United States is ranked se¬ 
cond behind Switzerland. In terms of human 
development, which includes indices relating 
to health and education, the United States 
is ranked 19th. The report emphasises that 
there is no clear quantitative measure 
available to assess and e.tduate certain 
aspects of human freedom like free elections, 
multiparty political systems, uncensored 
press, and rule of law. 40 We have referred to 
this issue vhen we raised thequeslion of the 
quality of democratic life that is reflected 
in the kind of discourse that is generated by 
the democratic process in a society, if cer¬ 
tain classes or groups fed alienated or 
depressed because of poverty and lack of 
education, then obviously the quality and 
creativity of democratic discourse 
diminishes. 

Robert A Dahl would argue that we 
should not perhaps despair of some of the 
problems that we have outlined above. His 
argument is that the modem, democratic 
pluralist society as the distinguishing feature 
of American political life, is likely to open 
its doors and avenues to excluded groups, 
thereby weakening "the capacity of a 
privileged groigi to justify its exclusive rights 
to participate in political life? 41 It is signifi¬ 
cant that the example he cites is from Britain 
where the British aristocracy in the 18th cen¬ 
tury found it increasingly difficult to block 
tile entry of excluded groups, particularly 
those who were closest to them in terms of 
social and economic status. But the problem 
in the United States is not a relatively sim¬ 
ple or straightforward one because the 
excluded groups like the blacks or the 
Hispanics and others are so different from 
the dominant white stream. Nearly a 100 
years after the civil war American society, 
disturbed by the continuing presence of 
niorehr less disenfranchised blacks in a 
democratic society, introduced the civil 
rights legislation. The problem is of the 
magnitude of change when time runs out 
and distrust sets in with the democratic 
process getting increasingly distorted and 
warped. It is difficult for communities liv¬ 
ing in isolation from each other to initiate 
a democratic discourse. In order to admit 
the excluded groups into the main stream, 
the instrumental factors that Dahl mentions 
are not enough. What is needed is a fit .;, and 
clear commitment not only to the process 
but to the goals for which the democratic 
process has been created. There hits to be a 
realisation on the part of American citizens, 
particularly the privileged groups, that the 
benefit:; of the democratic system are not yet 
available to one and all. For this, con¬ 


siderable investment in an improved educa¬ 
tional system and revitalisation of political 
parties are needed. 

We have argued that the interest group 
mechanism as its functions does not create 
equal opportunities, particularly to 
minorities and ethnic groups, because 
resources and organisational capacities are 
unequal. The powerful interest groups often 
undermine the authority of the president, 
the policy-making and policy implementa¬ 
tion functions of the executive branch and 
the legislative power of the Congress. The 
penetrative thrust of the powerful interest 
groups indicates how porous the entire 
political system is. As we have pointed out, 
the system strengthens the economic posi¬ 
tion of the rich and the powerful but docs 
not generate human development. In order 
to achieve multidimensional human develop¬ 
ment in which educational and health struc¬ 
tures of the American system will improve 
considerably and without which even the 
narrower economic development in terms of 
per capita GNP may decline, the American 
system needs considerable restructuring. 
American citizens have to attach greater im¬ 
portance to public good than private gain 
and for this they need a left-of-centre 
political party. 
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DISCUSSION 


Orientalism and After 

Nivedita Menon 


.1 jAZ AHMED begins his critique of 
tlward Said \EPW, July 25) by recognising 
Said’s ‘beleaguered location in the midst of 
imperial America’. However, as he goes on 
io say, ‘Suppression of criticism... is not 
the best way of expressing solidarity’ [PE 
48). 

This response to Ahmed’s immensely 
mulating essay takes heart from that state¬ 
ment, for I am in solidarity with what I 
v<lieve to be the vision which animates both 
his critical reading of Said as well as his 
polemics against the intellectual formation 
hich can loosely be categorised as 'post- 
■sodern’. 1 That is, a vision of the revolu- 
,onary alliance of ‘theory’ and ‘practice’ ef- 
fe.-ting a radical transformation of structures 
ot power—a vision of justice, equality, 
democracy. At the same time, it is the con¬ 
fidence that this vision is shared in some way 
or the other by Said and Foucault and even 
b> (hat ‘reactionary anti-humanist' Dernda 
'"Z 107) that moves me to take i'sue 
with Ahmed, who closes off entirely the 
possibilities of reading the discourse of post- 
msdernism as emancipatory critique lt*is 
■noeed no coincidence that orientalism as 
well as the general intellectual trends which 
put into question the notion of a trans¬ 
cendental subject have come into pro¬ 
minence at this historical moment. However, 
while Ahmed links these trends with the 
‘global offensive of the right', positing them 
as serving the purposes of international 
capital [PE 107) it is equally possible to 
argue that they are attempts precisely to cope 
with and understand the steady erosion, 
specially since the 70s, of the revolutionary 
project as it was once conceived. 

There is no more the comforting certainty 
that the ‘progressive’ position on any issue 
can be read off in a straightforward man¬ 
ner from a clearly delineated body of theory. 
The explosive multiplicity of identities makes 
every act of political intervention an exer¬ 
cise fraught with contradiction at various 
levels. Of necessity each such act must 
negotiate these levels with the understanding 
that identities are constituted around nodal 
points that shift and dissolve constantly. In 
the Indian context, a few examples will suf¬ 
fice to illustrate the impossibility of defin¬ 
ing the ‘progressive’ or ‘revolutionary’ pro¬ 
tect once and for all: feminists protesting the 
Muslim Women’s Bill in 1986 finding them¬ 
selves on the same platform as the BJP and 
the consequent toning down of feminist 
demands for a uniform civil code in the face 
of BJP’s support for it; secularists appalled 
at the ban on Satanic yerses coming to terms 


with its significance in the context of 
minority identity in an increasingly com- 
munalised political space; radicals am¬ 
bivalent about the rank populism and inade¬ 
quacy of job reservations in an economy 
rapidly cutting off employment oppor¬ 
tunities, readjusting their understanding in 
the face of upper caste hysteria over the very 
reservations they had been ambivalent 
about. 

In other words, the ‘we’ that could once 
refer unproblematically to ‘secularists’, ‘com¬ 
munists’, ‘feminists’ or ‘nationalists’ is a 
fragmented, tenuous, shifting ‘we 1 , a ‘we’ that 
must stake out its ground afresh at every 
step. Ahmed refers to what he calls Said’s 
strategic deployment of ‘we’ and ‘us’ to 'refer 
in various contexts to Palestinians, third 
world intellectuals, academics in general, 
humanists, Arabs, Arab-Americans and the 
American citizenry at large’ [PE 101). He 
clearly suggests a slipperiness in using ‘we’ 
and ‘us’ in this shifting fashion. And yet, is 
Ahmed himself not present in three of these 
'we’s, aren’t most of us (and here 1 mean ‘we 
who read £W)? These are not even 
necessarily mutually contradictory categories 
that Said posits himself as being part of, 
unlike the ‘we’s that constituted themselves 
in the three instances discussed above. 

It is precisely because terms like secularism 
and nation no longer offer themselves to us 
in a form we recognise that we find the old 
certainties not just inadequate but counter¬ 
productive. Is it only Said and postmoder¬ 
nists who express a ‘growing ambivalence 
about nation and nationalism' [PE 
109)—indeed, are they the only ones who 
should? At this historical juncture, how are 
Indians who would term themselves part of 
a ‘progressive’ and ‘democratic’ ‘we’ to im¬ 
agine their nation, given, for example, the 
communal identity overshadowing every at¬ 
tempt at regional autonomy? The commit 
ment to a rejuvenated federal structure is 
itself poised on the knowledge that on the 
Babri Masjid issue, the only bulwark against 
an openly Hindu communal party running 
a democratically elected state government 
appears to be the central government; can 
we disown the ambiguity in this position? 
How are Africans to imagine their nations, 
when national boundaries are arbitrarily 
drawn colonial creations but national libera¬ 
tion was won precisely on the basis of those 
boundaries, leaving a tangled legacy of tribal 
and ethnic identities which continues to un¬ 
fold itself? ‘The most sweeping statements 
about ‘nation’ and ‘state’ as coercive iden¬ 
tities; complains Ahmed of Said, ‘are fre¬ 


quently delivered alongside resounding af¬ 
firmations of national liberation’ (PE 109], 
It would be more fruitful to sec this not so 
much as a contradiction as a productive ten¬ 
sion whose resolution can only be at the cost 
of fixing identity arbitrarily at one point or 
the other. Ahmed himself is not free of am¬ 
bivalence On the one hand, he argues that 
Said holds colonialism entirely responsible 
for all the ills of the third world, absolving 
indigenous elites of blame entirely [PE 108). 
On the other, he is indignant at Said’s ‘fer¬ 
vent’ defence of Rushdie against the Islamic 
world [PE 113). In other wordf, when Said 
docs indicate 'our' culpability Ahmed is un¬ 
comfortable, and justifiably, in my opinion, 
given that Islam is the new bogey of the 
west. 3 Ambivalence and paradox are not 
impurities that can be cleansed from our 
thinking, they are inscribed in human iden¬ 
tification and activity. With the proliferation 
of ethnic, religious, tribal, racial and caste 
identities, not to mention the dislocation in 
class positions generated by structural 
transformations of capitalism, it has become 
increasingly clear that the revolutionary pro¬ 
ject cannot be fixed along orfc axis without 
a refraction of its emancipatory potential. 
We only have to think of Zulu nationalism 
in South Africa, the break-up of the 
Soviet Union along ’national’ lines, or of 
Afghanistan today to recognise the enor¬ 
mous significance and necessity of maintain¬ 
ing the tension between different understan¬ 
dings of what constitutes a nation. 

Ahmed consistently reads Said's argument 
in such a way that any complexity is reduc¬ 
ed to self-contradiction, lb take one pivotal 
example, Ahmed argues that Said offers 
three mutually incompatible definitions of 
orientalism, as (a) ‘an’ interdisciplinary area 
of academic knowledge 1 (and in this sense 
necessarily a modern discipline, Ahmed 
points out); (b) ‘a mentality traversingV** 1 
many centuries' and (c) taking the late 18th 
century as a rough starting point, as a 
western style for having authority over the 
orient [PE 103). These three definitions are 
picked out from two pages of Orientalism 
and placed in quick succession one after the 
other, each starkly contradicting the next. 
Dante and Aeschylus are mentioned as ex¬ 
amples in the second definition. Ahmed 
points out, ‘five lines before the 18th cen¬ 
tury is identified in the third definition as 
a roughly defined starting point’ [PE 104). 

Going back to Said himself, we find his 
statement at the outset that by orientalism 
he means ‘several things, all of them... 
interdependent'. The first, which he says is 
the most readily accepted definition, is the 
academic one, and certainly in this sense it 
is a modern discipline, as Ahmed points out. 
Related to this is what Said calls *a more 
general meaning'—-this is the second defini- 


Iconomic and Political Weekly September 26 1992 


2133 




tion, in which a much broader field is 
posited, ‘Orientalism as a style of thought 
based upon an ontological and epistemo¬ 
logical distinction made between the 
“Orient” and (most of the time) the “Occi¬ 
dent" It is this particular understanding that 
can accommodate thinkers from Aeschylus 
to Marx, and Said acknowledges that con¬ 
siderable methodological problems arise 
from such a broad understanding. From the 
interaction between the first meaning (what 
Said calls the ‘academic’) and the second (the 
’imaginative’), the third meaning is arrived 
at, something ‘more historically and 
materially defined’ than the other two, 
which he posits as starting roughly in the late 
18th century [1979: 2-3], Later, as Said 
recapitulates his argument, it becomes even 
clearer'what the links are between the three 
definitions which appear entirely contradic¬ 
tory when isolated from their context — 
‘Orientalism is not only a positive doctrine 
about the orient that exists at any one time 
in the West' (the second definition) ‘it is also 
an influential academic tradition’ (the fust) 
‘as well as an area of concern defined by 
travellers, commercial enterprises, govern 
ments .'(the third) [1979: 203). At other 
points Said explicitly lefers to the orientalism 
starting in the 18th century as ‘modem 
orientalism’, thus differentiating it from the 
other understanding (hat can accommodate 
both Dante and Marx [1979: 22, 203| 

This is not to suggest that Said's argument 
is beyond criticism, which indeed it has faced 
often enough. A familiar and justified at¬ 
tack, for example, is the one made on the 
historicisin inherent in Orientalism (which 
is why it is all the more surprising that 
Ahmed lumps him with the ‘anti-humanisms 
. .propagated now under the signature of 
anti-empiricism, ann-hisioncism ..') [t’F. 
I07J. However, this essay is not intended to 
interlock with Ahmed’s reading of Said in 
as detailed a textual analysis as his and I use 
the above discussion only to illustrate that 
Ahmed’s response to any ambiguity, paradox 
qr equivocality is to condemn it as in¬ 
coherent and self-contradictory, ‘Orientalism 
and After’ is used here as a point of entry 
into current debates on the validity of the 
post-modern project in general 1 would 
point to three significant areas of concern 
suggested by Ahmed’s critique—(?) the 
question of the relationship between 
’discourse’ and ‘reality’, (b) whether 
representation is always and only 
‘mis’iepresentanon in the post-modern 
understanding, (c) ihe source and location 
of resistance if ‘discourse' is conceived as 
monoluhically as Ahmed argues it is in Said 
(and Foucault). 

(a) ’Vhen Ahmed is ‘surprised’ by' the 
word style" in Said's third definition of 
orientalism (‘a wesiern style foi dominating 
the orient’) [PE 105) he foregrounds me issue 
of ditcourse-as-laiiguage, the backbone of 
Marxist critiques of discourse analysis. In 


Sa.d’s writing, Ahmed holds, imperialist 
ideology ‘appears to be an effect mainly of 
certain kinds of writing’ [P 104], Again, in 
the context of an essay in which Said men¬ 
tions anti-imperialist intellectuals like Cabral 
and Fanon, Ahmed notes disapprovingly 
that what appears to be important is 
Cabral’s ‘discursive position, not that he 
launched and led the armed struggle" [PE 
110 ], 

The contention is that there is a material 
reality which exists outside and prior to 
discourse to which discourse can oniy refer, 
l or example, Michele B^rett, distinguishing 
between -the two, writes, ‘Virginia Woolf 
once said, “a republic might be brought into 
being by a poem”... Yet however colossal 
the material effects of this poem, they would 
have no beating on the question of whether 
(he proem itsell had a material existence’ 
[1980: 89). Certainly there is a sense in which 
‘discourse’ can be understood as speech or 
language generally, but the sense in which 
the social spaoc is understood to be discur 
sive is entirely different. Such an understate 
ding sees human activity to be in dynamic 
interaction between linguistic and non- 
linguistic performances which cannot be 
separated from each other. The totality of 
human activity cannot in other words, be 
labelled as eithe' linguistic or non-linguistic, 
it includes both elements within itself. Lor 
example, persons cooking are performing 
’real’ activity in the material world, but they 
read recipies whose directions are followed, 


or they remember instructions given to them 
verbally. These two aspects of the perfor¬ 
mance, the linguistic and non-linguistic. can¬ 
not be separated from the totality which 
makes up the material activity of cooking. 
This totality is what is meant by ‘discourse’. 
Thus it is possible for Foucault, for exam¬ 
ple, to write of Marx having revealed *an 
entirely new discursive practice on the basis 
of political economy' [1972: 188], 

Natural objects such as stones would con¬ 
tinue to exist if we did not think about them, 
but their being as ‘stones’ is derived from 
a process of narrativisaiion. It*is only within 
particular dassificatory systems which have 
been historically constructed that the objects 
we call stones’ are 'stones' as opposed to 
‘trees’ or ‘mud’. Or indeed, that they are ‘ob¬ 
jects' at all, as opposed to being ‘people’. In 
all the ways that human beings interact with 
the world, no object is experienced except 
in a discursive formation. Discourse and 
reality cannot therefore be posited against 
each other.' 

Cabral's 'discursive position’, then, is not 
derived simply from his ideas as expressed 
in his writing but refers to the complex 
articulation by which Cabral is constituted 
as a resisting subject in a colonial situation, 
as a writer, a poet, a revolutionary. 
Moreover, these points of identity formation 
do not exhaust all possible configurations 
by which Cabral could experience himsel’ 
as a subject, but in the contoit of the Field, 
covered by Said and Ahmed, these particular 
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configurations are foregrounded. 

Regarding Ahmed's discomfort with 
‘questioning the vety facticity of facts’, what 
this discussion has attempted to establish is 
that no fact presents itself to us innocent of 
narrative structures which give it the mean¬ 
ing it has for us. To that extent, it may reflect 
not nihilism, but a critical self awareness if 
historians do ^tart putting the word “fact" 
in quotation marks’ [PE 107], 

(b) Ahmed understands Said’s position to 
be based on the assumption that ‘represen 
tation is always-already a misrepresentation’ 
[PE 108). This accusation is made at several 
points, directed both at Said as well as post¬ 
modern positions in general—the Nieu- 
schean position of all representations being 
misrepresentations’ (PE 109] or ’Said’s 
equivocation on this key question is delivered 
in what appears to be a precise formulation, 
namely, that the line between a representa¬ 
tion and a misrepresentation is always vciy 
thin’ [PE 107]. This is a caricature of the 
post-modernist understanding of represen¬ 
tation, perpetrated by, among others, no less 
a philosopher than Habermas who, in The 
Philosophical Discourse of Modernity, 
criticises ‘Derrida’s purposely paradoxical 
statement that any interpretation is in¬ 
evitably a false interpretation and any 
understanding a misunderstanding As 
Derrida points out in response, he has never 
hade such a statement. What he has said 
,bout representation/misrepresentation is 
far from being a nihilistic denial of 
meaning—The relation of “mis” (mis¬ 
understanding, mis-intei preting, for exam- 
dc) to that which is not “mis” is . that of 
- general possibility inscnbed in the struc¬ 
ture of positivity, of noimality, of the “stan¬ 
dard”. All that f recall is that (his structural 
Possibility must be taken into account when 
describing so-called ideal normality . or 
interpretation, and that this possibility can 
be neither excluded nor opposed’ (1988: 157], 

If icpresentation is understood to refer lc 
a reality which it tries to approximate a; 
Closely as possible, then indeed a mis- 
'presentation is clearly recognisable by its 
viation from the real. But what if the very 
f.stinction between representation and 
reality is understood to be discursively con¬ 
stituted? The argument therefore, is not that 
jhe line between representation and mis¬ 
representation is very thin but that both are 
implicated within a discursively constituted 
jontext outside which the distinction itself 
between the two breaks down. Having said 
this, it clearly follows that within a context, 
it is possible to speak of something being 
misunderstood or misinterpreted. However, 
this claim cannot be made on the authority 
of some reality but only with reference to 
the context itself. 

Let me illustrate by taking up an instance 
where 1 would claim that Ahmed has mis¬ 
represented Said’s argument. Discussing 
Said’s essay, ‘Figures, Configurations, 


Transfigurations’ [1990] Ahmed quotes a 
‘damning’ judgment on non-European 
literatures. He is astonished that the author 
of Orientalism, no less’, should in this essay, 
claim that it is (in Said’s words) ‘a mistake 
to try to show that the “other" literatures 
of Africa and Asia’ can be studied as 
’respectably’ as European literatures which 
he characterises as ‘high’, ’autonomous’ and 
'aesthetically independent’, [1990: 13-14; 
quoted by Ahmed PE 114], One would have 
thought, Ahmed goes on, that ‘the whole 
point of orientalism was that these literatures 
are not autonomous, that they were too com¬ 
plied in colonialism to be spoken of primari¬ 
ly in terms of high aesthetics’ [PE ! 14). 

Indeed one would have expected precisely 
such a line oi argument from Said and yet, 
on reading ‘Figures’, the passage referred 
to is discovered, exactly as Ahmed has 
quoted it. Where then, is the alleged mis¬ 
representation 7 

This instancr is illustrative precisely of the 
question of context determining meaning. 
On following the entire line of thinking 
behind the quoted passage, Said’s argument 
appears to be that in studying non-European 
literatures, two points must be kept in mind. 
First. lhat any such sludy must be intimately 
linked with slavery, colonialism and racism. 
These literatures can only be discussed in the 
context of their 'embattled circumstances’ in 
post-colonial societies or as subjects taught 
in metropolitan centres where they are 
relegated to ‘secondary spots’ on the cur¬ 
ricular agenda. Second, and this is what 
Ahmed calls the ‘damning’ passage. Said 
argues that it would be tantamount to put¬ 
ting white masks on the black faces of non- 
European literatures if, in an attempt to 
combat their marginalisation, their value 
was asserted in terms of their being as 
autonomous and aesthetically satisfying as 
European literatures. The implication is that 
such an approach would not only beg the 
question of the ‘autonomy’ of European 
literatures (which the concept of orientalism 
has decisively problematised) but would 
depoliticise non-European literatures, render 
invisible their ‘more obviously wordly affilia- 
' lions to power and politics'. 

Here we have a youp of words which in 
(heir immediate matenality as sign, present 
no ambiguity. I here is no suggestion lhat 
eilhcr reading has dislortcd the order of 
words or made omissions, and yet each 
reading can claim that the other is a 
misinterpretation. Given the discursive 
untveisc of Said s writing and political ac¬ 
tivity, and mote specifically of the broad 
argument in ‘figures', I would argue that 
Ahmed has misread Said. This comprehen 
sion of the sign in and of itself, in ils im¬ 
mediate materiality as a sign... is... the in¬ 
dispensable condition of all hermeneutics 
and of any claim to transition from the sign 
to the signified. When one attempts, in a 
general way, to pass from an obvious to a 
latent language, one must first be rigorous¬ 


ly sure of the obvious meaning. The analyst 
for example, must first speak the same 
language as the patient.’ Thus, none other 
ihan Derrida, accused of various crimes 
againsi clarity and undemanding [1990(a): 
32-331- 

What I am arguing is that Ahmed has 
misundersicKKl the obvious meaning itself of 
the passage from Said because he is reading 
it in the context, not of Said’s manifest line 
of argument, but o( his own understanding 
of the post-modern project he sees as latent 
in Said’s work Since this project, for 
Ahmed, is reactionary, elitist and spawned 
by ihc needs ol advanced capitalism, even 
the surface meaning ol the passage lor him 
is entirely diftereni 

At this point a lurther move is necessary, 
that ol recognising the new reading offeted 
tu be lurther open id reinieiprctation Each 
new interpretation is poised in its iiiin on 
a moment of undccidabiluy, it is an inter¬ 
pretation with a ‘mis’ inscribed in ils struc¬ 
ture There can be no point at which this play 
of meaning is decisively halted. Nor does it 
follow from this that each interpretation is 
as valid as every other—one takes a position 
clearly by offering an interpretation at all, 
and by affirming that within the discursive 
universe in which one functions, this inter¬ 
pretation is the most ’correct’ or even the 
only one possible. Further, one does attempt 
to demonstrate that this pamcular context 
oi discursive universe is one which renders 
visible the widest range of meaning. It is 
precisely this process of legitimating and 
authorising discourses that gets foreground¬ 
ed once we suspend the notion of some 
ultimate truth or reality againsi which 
representations can be measured. Relativism 
is thus a false problem As Richard Rorty 
points out, 'The philosophers who get called 
relativists are those who say that the grounds 
for choosing between . opinions are less 
algorithmic ihan had been supposed’ [1982: 
I66-67|.' 

Ahmed argues that ‘worthwhile distinc- 
lions between a representation and a mis¬ 
representation’ are made with reference to 
'historical and social circumstances’ (PE 
105) Surely 'historical and social cir¬ 
cumstances’ do not exist in the real' world 
(o be merely discovered by historians? 
Whether jreople killing one another is under¬ 
stood as 'communal riot’ ot ‘property 
dispute' or an instance of ‘class war’ is not 
inscribed in the killings themselves Where 
a news report sees ‘Hindus' and ‘Muslims’, 
a Marxist analyst sees, say, displaced 
handloom workers in conflict with the ris¬ 
ing trading class. Is either understanding 
‘false’? To align ail meaning through a pre- 
established grid imposes order only at the 
expense of rendering invisible the poly¬ 
valence inherent in human interaction. At 
the same time, H bears repeating that in this 
instance both the journalist and the Marx¬ 
ist analyst share a context in which they 
would agree on the fact that killings had oc¬ 
curred, and would contest say, government 
efforts to deny it. The boundaries of discur- 
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live universes arc not dear and impermeable 
as Ahined argues but are fuzzy and realign 
ihemselves onstantly. Ahmed charges Said 
wilh not addressing the question, ‘as any 
Foucaultian would, whether or not state¬ 
ments and their authors, can actually cir¬ 
culate so very freely between discursive 
fields [PE 115, note 10). However, 
Foucault questions precisely this kind of 
reification of discourses. The divisions bet¬ 
ween discourses, he argues, ‘are always 
themselves reflexive categories (0)1 
course, they also have complex relations wiih 
each other, but are not intrinsic, auto¬ 
chthonous and universally recognisable 
characteristics' [1972: 22) Symbols and 
meanings do constantly get displaced Ironi 
one discourse to another in social and 
political interaction. Hence, foi example, the 
entirely different significance ol the demand 
for a uniform civil code within leminist 
discourse and within Hindu communal 
discourse 

(c) Ahmed quotes Said’s disowning of 
Fopcaull in The World, the Text anu the 
Critic, pointing to its uncanny similarity 
with his own critique of Said. This passage 
charges Foucault with not making 'even a 
nominal allowance for emergent movements, 
and none for revolutions, counter-hegemony 
or historical blocs' [quoted PF. 109], This is 
a familiar criticism, and one that is linked 
to the charge of anti-humanism, for where 
there is no continuous revolutionary subject, 
it is argued, there can be no resistance. 
Ahmed uses the adjective 'reactionary' with 
‘anti-humanism' more than once in his essay, 
and anti-humanism is presented as anti¬ 
human, almost. And yet, it is humanism as 
an ahistorical essence that is being rejected 
by these strands of thinking, not the notion 
of human beings as actors. As I aclau points 
out, the attempt is to demonstrate that the 
validity of humanist values is constructed by 
‘particular discursive and argumentative 
practices’ that have a recent history ‘This 
history of the production of “Man”. has 
been one of the great achievements of our 
culture; to outline this history would be to 
reconstruct the various discursive surfaces 
where it has taken place - -the juridical, 
educational, economic and other institu¬ 
tions . The “human being”, without 
qualification, is the overdetermined effect of 
this process of multiple construction’ [1990: 
I25J. In other words, as recently as three cen¬ 
turies ago, the idea of human beings as 
bearers of rights in their own capacities did 
not exist. And when we direct attention to 
the process by which human beings in this 
sense were created, we come up also against 
the ways in which ‘humanism' is constantly 
under threat, along the lines of gender, race, 
class, caste and so on. What is called anti- 
humanism therefore, is a double movement 
On the one hand, it points to the historical 
and contingent nature of the identity of 
‘human beings' as 'equal' with the ‘right’ to 
fulfil their potential equally, while affirm¬ 
ing the ideal of this vision. ‘Nothing seems 

v - ■i 
I.-*'" i 


to me less outdated’ writes Derrida, ‘than 
the classic emancipatory ideal' [1990(b): 
971J. On the other hand, rejecting the no¬ 
tion of some ahistorical essence which could 
be called ‘humanism’ means foregrounding 
the perpetual threat to the vision of the 
‘classic emancipatory ideal'. Thus there is a 
very strong sense in which anti-humanism 
can be understood as a theory of resistance, 
but its fulcrum is not a unified subject, nor 
is the emancipatory ideal to be realised once 
and for all. Emancipation itself must be 
recognised as disaggregated, split along dif¬ 
ferent axes, just as identity is not just a 
positive conglomerate of different subject 
positions but an ever temporary and con¬ 
tingent construction, forming anew at the 
intersections of shifting subject positions. As 
Joan Scott puts it. ‘subjects are produced 
through multiple identifications, some of 
which become politically salient for a time 
in certain contexts.... (T)he project of 
history is not to reify identity but to unders¬ 
tand its production as an ongoing process 
of differentiation... subject to redefinition, 
resistance and change’ [1992 19). 

Does it follow that ‘resistance can always, 
only be personal, micro and shared only by 
small, determmate numbers of individuals 
who happen, perchance, to come together, 
outside the so-called “grand narratives” of 
class, gender, nation’? [PE 109) Ahmed's 
formulation suggest:- that the only concep¬ 
tion of resistance .fiat emerges from this 
understanding is that of futile scrabblings 
of finite groups at the base of a vast and om¬ 
nipotent discourse of power. But when 
power itself is conceived of as discontinuous 
and shifting, 'revolution' becomes multiple 
The ‘so-called grand narratives' do not roll 
on, majestic and unimpeded, ‘outside* the 
chaotic and flurried activity of disintegrated 
post-modern individuals. On the contrary, 
rejecting grand narratives renders visible the 
plurality of subjects and legitimises the 
multiplicity of sites of resistance. To accept 
that the democratic project is open to 
perpetual redefinition at innumerable and 
unpredictable points is in fact to radicalise 
the understanding of democracy itself. 

It still remains to respond more fully to , 
Ahmed’s reading of Said but I will not at¬ 
tempt that task here; however, it may be that 
a critical engagement with ‘Orientalism and 


After' has rearticulated some elements of 
current debates in ways which make visible 
further spaces of contestation. 

Notea 

[Sarah Joseph's comments on this essay helped 
me clarify the argument. Special thanks to 
Farida Khan for generous assistance with word 
processing facilities.) 

1 Without going into the debates about struc¬ 
turalism, post-structuralism and post¬ 
modernism and the extent to which these 
have features which overlap or differ, I am 
using the term 'post-modernism' for the pur¬ 
poses of (his essay, to refer to the strands of 
thinking that problematic a unified and 
essential nouon of identity and historicise 
humanism. 

2 Said himself does display a sensitivity to this 
aspect particularly in ‘Figures, Configura¬ 
tions. Trausiij,•nation’, an essay Ahmed 
discusses later. 

3 The discussion in this section is inspired by 
Erne" ' l aclau and Chantal Mouffe's 
response to Norman Geras, 'Post-Marxism 
without Apologies' in Ernesto Laclau, New 
Reflections on the Revolution of Our Time 
[100-103). 

4 Quoted by Derrida in Ltd Inc ) 157). 

5 Quoted by Ernesto Laclau, New Reflections 
[KM). 
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“Mv Voltas refrigerator 
gives me so much 
more, I’m glad I didn’t 
m settle ^for .*1 

anything fk less.” 


My husband and I checked out evert 
refrigerator on the market, before we 
bought our Voltas 

And we found that Voltas nlfers more 
than all the other re* igeratois put 
together' 

For instance, all refrigerators talk 
about auto defrost Hut onlt Voltas 
has a truly auloniatu defrost 
system -- where at the push of a 
button, the water drains out and i 

evaporates In the others sou have to , 
empty out the thill tras 
\\ e also discovered that Voltas was I 
the first to use PIT', the wonder 
insulation material, ABs liners. SA\ 
crisper boxes, and powder coatings lor 
a great finish — anil all this 5 years 
ago 

Moreover, only Voltas is powi red b\ 
the world famous Danfoss* compressor 
which saves up to AS",, power sear 
after year And it comes with a seven 

I ear guarantee at no exti.i cost j 

n fait, Voltas has so much more m J 
offer, I wonder whs anyone would a 
buy any other refrigerator M 

So isn't it time you checked out m 
Voltas for yourself' 
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Now even she can share 


in the prosperity of the share market. 

Thanks to Unit Trust. i i 


Most small saver'- dream of striking it rich 
on the shaie marker. What holds them hack is 
the small sire ol their savings, fhe risks involved 
And a lack ot confidence in their own financial 
skills. So they keep away front the share market. 

Unit Trust has Riven them confidence. 
India’s first mutual fund, Unit Tmst pixtls 
together the resources of small investors. It uses 
the skills of its financial experts to invest these 
funds on the share market. The result is high 
returns for the small saver Year after year. The 
Tmst, which has not missed a sinRle dividend in 
all its 27 years, has |ust announced a record 
dividend ot IT5%. 


It’s no wonder Unit Trust’s popularity has 
been rising spectacularly. Thus year, the number 
ot Unit holders crossed one crore. 55 lakh 
investors were added in the last year alone. Most 
of these are small savers. They come from every 
part of the country. They come from every walk 
of life.They have different needs, different dreams. 

Bur they share the same abiding confidence 
in Unit Tmst. Living up to this confidence is 
what keeps us going. And growing. 



UNIT TRUST OF INDIA 

At the service of One Crore Unit holders. 














